\W/ Food and Agriculture
\/ Organization of the

United Nations

Food Outlook

BIANNUAL REPORT ON GLOBAL FOOD MARKETS

June 2020
.



ACKNOWLEDGEMENTS

The Food Outlook report is a product of the FAO Trade and Markets Division.
This report was prepared under the overall guidance of Boubaker Ben-Belhassen,
Director. It is written by a team of economists, whose names and email contacts
appear under their respective market summary contributions. The report benefited
from research support by many staff, namely, David Bedford, Julie Claro, Harout
Dekermendjian, Alice Fortuna, Marco A. Artavia Oreamuno, Grace Maria
Karumathy, Lavinia Lucarelli, Emanuele Marocco, Marco Milo and the fisheries
statistical team.

Special thanks go to David Bedford and Lavinia Lucarelli for preparing the charts
and statistical tables and to Valentina Banti for her administrative support.
Additionally, the team is grateful to Ettore Vecchione for the desktop publishing
and to Claire Pedrick for her valuable editorial assistance.

Required citation:
FAQ. 2020 Food Outlook - Biannual Report on Global Food Markets: June 2020. Food Outlook, 1. Rome. https:/doi.org/10.4060/ca9509e

The designations employed and the presentation of material in this information product do not imply the expression of any opinion whatsoever
on the part of the Food and Agriculture Organization of the United Nations (FAO) concerning the legal or development status of any country,
territory, city or area or of its authorities, or concerning the delimitation of its frontiers or boundaries. The mention of specific companies or
products of manufacturers, whether or not these have been patented, does not imply that these have been endorsed or recommended by
FAQ in preference to others of a similar nature that are not mentioned.

The designations employed and the presentation of material in the map(s) do not imply the expression of any opinion whatsoever on the
part of FAO concerning the legal or constitutional status of any country, territory or sea area, or concerning the delimitation of frontiers.

The views expressed in this information product are those of the author(s) and do not necessarily reflect the views or policies of FAQ.

ISBN 978-92-5-132848-4
© FAO, 2020

©10e)

Some rights reserved. This work is made available under the Creative Commons Attribution-NonCommercial-ShareAlike 3.0 I1GO licence
(CC BY-NC-SA 3.0 IGO; https://creativecommons.org/licenses/by-nc-sa/3.0/igo/legalcode/legalcode).

Under the terms of this licence, this work may be copied, redistributed and adapted for non-commercial purposes, provided that the work is
appropriately cited. In any use of this work, there should be no suggestion that FAO endorses any specific organization, products or services.
The use of the FAO logo is not permitted. If the work is adapted, then it must be licensed under the same or equivalent Creative Commons
licence. If a translation of this work is created, it must include the following disclaimer along with the required citation: “This translation was
not created by the Food and Agriculture Organization of the United Nations (FAO). FAQ is not responsible for the content or accuracy of this
translation. The original [Language] edition shall be the authoritative edition.

Disputes arising under the licence that cannot be settled amicably will be resolved by mediation and arbitration as described in Article 8 of
the licence except as otherwise provided herein. The applicable mediation rules will be the mediation rules of the World Intellectual Property
Organization http:/Awww.wipo.int/amc/en/mediation/rules and any arbitration will be conducted in accordance with the Arbitration Rules of
the United Nations Commission on International Trade Law (UNCITRAL).

Third-party materials. Users wishing to reuse material from this work that is attributed to a third party, such as tables, figures or images,
are responsible for determining whether permission is needed for that reuse and for obtaining permission from the copyright holder. The risk
of claims resulting from infringement of any third-party-owned component in the work rests solely with the user.

Sales, rights and licensing. FAO information products are available on the FAO website (www.fao.org/publications) and can be purchased
through publications-sales@fao.org. Requests for commercial use should be submitted via: www.fao.org/contact-us/licence-request. Queries
regarding rights and licensing should be submitted to: copyright@fao.org.

Photo credits (left to right from top to bottom):
©FAO /Anatolii Stepanov, Maxim Zmeyev, Alessia Pierdomenico, Giuliano Napolitano, Maxim Zmeyev, Giuliano Napolitano, Andrew Eseibo,
Boris Svartzman, Ivo Balderi, Mohamed Hammi, Ken Opprann, Anatolii Stepanov, Maxim Zmeyev, Kevin Downs, John Thys, Simone Casetta



https://doi.org/10.4060/ca9509e   

HIGHLIGHTS

ood markets will face many more

months of uncertainty related

to the COVID-19 pandemic.

However, while most markets
are braced for a major global economic
downturn, the agri-food sector is likely
to display more resilience to the crisis
than other sectors.

RICE

World rice production is set to recover
in 2020, boosting rice utilization and
keeping carry-overs at their third
highest level on record. While economic
constraints and firm prices may curb
trade growth in 2020, a more robust
trade expansion is projected for 2021.

OILCROPS

Despite subdued demand prospects,
FAQ's latest 2019/20 forecasts for oilseeds
and derived products point towards a
tightening supply-demand situation,
triggered by a marked contraction
in production. Tentative forecasts for
2020/21 suggest that supplies could
remain tight relative to demand.

Comparing the current crisis, the “Great Lockdown” with the last
major crisis, the “Great Recession”, this feature article identifies
differences and communalities across countries and commodities.
It provides an informative benchmark on how to return market
functioning to normality, even if contagion rates remain unchecked.

WHEAT

Global wheat production in 2020 is
forecast to fall slightly below the 2019
level, while the dampening effect of
the COVID-19 pandemic on demand
could still push up global inventories.
The prospect of a modest gain in
2020/21 world trade, amid tighter
export availability, could support
international wheat prices.

MEAT

World total meat production is forecast
to contract in 2020, depressed by
animal diseases, COVID-19-related
market disruptions, and the lingering
effects of droughts. International meat
trade is likely to register a moderate
growth, largely sustained by high
imports from China.

DAIRY

Notwithstanding market disruptions
caused by the COVID-19 pandemic,
world milk production is showing
resilience, possibly growing slightly in
2020. However, world dairy exports are
heading towards a contraction, amid
faltering import demand.

SPECIAL FEATURES

COVID-19: From a global health crisis to a

global food crisis?

COARSE GRAINS

Following a significant demand
slowdown in early 2020, total utilization
of coarse grains is forecast to regain
momentum in 2020/21 but remain
below global production for a second
consecutive season, leading to higher
stock levels and keeping international
prices under downward pressure.

SUGAR

World production of sugar in 2019/20
is forecast to drop for the second
consecutive year and fall below the
estimated level of global consumption.
Trade is foreseen to expand moderately,
sustained by low prices and stock
rebuilding in some traditional
importing countries.

FISHERIES

The COVID-19 pandemic will continue
to inflict heavy damage on seafood
markets, particularly for fresh products
and popular restaurant species. On the
supply side, fishing fleets are laying
idle and the deteriorating outlook has
seen aquaculture producers drastically
reduce stocking targets.

Revisions to the FAO food price indices

From July 2020, the FAO Food Price Index and Global Food
Consumption Price Indices will be re-based to the period of
2014-16, with improvements made to both their price coverage
and representativeness. This feature article describes the main
revisions and how they affect the movements of the indices.
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CEREALS

In spite of uncertainties posed by the pandemic, FAQ’s first
forecasts for the 2020/21 season point to a comfortable
cereal supply and demand situation. Early prospects suggest
global cereal production in 2020 surpassing the previous
year's record by 2.6 percent. Based on conditions of crops
already in the ground, planting expectations for those

still to be sown, and assuming normal weather for the
remainder of the season, world cereal output is forecast at
2 780 million tonnes (including rice in milled equivalent),
nearly 70 million tonnes higher than in 2019, setting a
new record high.

After stagnating in 2019/20, world cereal utilization in
2020/21 is tentatively forecast to expand by 1.6 percent
(43 million tonnes) year-on-year to reach an all-time high of
2 732 million tonnes. The projected growth would mainly
mirror a more robust expansion foreseen in feed use relative
to 2019/20, although both food and industrial uses are also
forecast to increase.

Based on FAQ’s first forecasts for production in 2020
and consumption in 2020/21, world cereal inventories by
the end of national marketing seasons in 2021 are forecast
to reach a new record of 927 million tonnes, an increase
of 5.0 percent (44 million tonnes) from their already high
opening levels. The expected increase in cereal stocks
would result in a slight rise in the global cereal stock-to-
use ratio, from 32.5 percent in 2019/20 to 32.9 percent in
2020/21, indicating a generally comfortable supply situation
when compared to the 21.2 percent low registered in
2007/08. Of the total cereal stocks, as much as 47 percent
are expected to be held in China, where national stocks
could increase for the second consecutive season and reach
a new high of at least 439 million tonnes.

FAO's first forecast for world cereal trade in 2020/21
stands at 433 million tonnes, up 2.2 percent (9.4 million
tonnes) from 2019/20 and setting a new record, boosted by
expected expansions in trade of all major cereals. The FAO
Cereal Price Index averaged 162.2 points in May, down 1.6
points (1.0 percent) from April and very close to its level in
the corresponding month last year.

CEREAL GRAIN PRODUCTION,

UTILIZATION AND STOCKS
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WORLD CEREAL MARKET AT A GLANCE

2018/19 2019/20 2020/21 Change:
estim. f’cast 2020/21
over
2019/20
million tonnes %
WORLD BALANCE
Production 26487 27109 27805 2.6
Trade' 410.4 423.7 433.0 2.2
Total utilization 26778 26894 27324 1.6
Food 11411 11540 1167.8 1.2
Feed 960.3 976.8 998.7 2.2
Other uses 576.4 558.6 565.9 1.3
Ending stocks? 871.9 882.7 926.8 5.0
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 149.6 149.6 149.8 0.1
LIFDC (kgfyr) 151.8 152.2 153.3 0.7
World stocks-to-use ratio (%) 324 325 32.9
Major exporters stocks-to- 18.9 19.1 20.3
disappearance ratio® (%)
FAO CEREAL PRICE INDEX 2018 2019 2020 Change:
(2002-2004=100) Jan-May Jan-May
2020
over
Jan-May
2019
%
165 164 165 0.4

Trade refers to exports based on a common July/June marketing season.
May not equal the difference between supply (defined as production plus
carryover stocks) and total utilization due to differences in individual country
marketing years.

Major exporters include Argentina, Australia, Brazil, Canada, EU, Russian
Federation, Ukraine and the United States of America.

Low-Income Food-Deficit countries.
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Market summaries

WHEAT

Global production of wheat in 2020 is forecast to fall
slightly below the previous year’s good out-turn. The latest
prospects largely pertain to expectations of production
downturns in the European Union (EU), Ukraine and the
United States of America (USA) more than offsetting
increases in Australia, Canada, the Russian Federation and
several countries in Asia. While the dampening impact of
the COVID-19 pandemic on demand could push up global
inventories despite a decline in production, the prospect of
a modest increase in world trade in 2020/21, amid tighter
export availabilities among major exporters, is expected to
provide support to international wheat prices, especially
during the second half of the marketing season.

Total wheat utilization in 2020/21 is likely to remain
close to the 2019/20 estimated level, as projected growth
in food consumption is expected to almost offset a foreseen
fall in feed utilization and a contraction in industria
use. However, at the current projected level, total wheat
utilization would be 1.2 percent below the 10-year trend,
marking the first time that global utilization falls below the
trend in six years. Notwithstanding uncertainties regarding
the impact on food consumption of the COVID-19
pandemic, feed use of wheat is expected to decline due
to ample supplies of coarse grains, in particular maize,
which is likely to erode wheat'’s price competitiveness
in feed rations

By the close of crop seasons in 2021, world wheat
stocks are forecast to increase slightly above their already
high opening levels, but would still stay below the 2017/18
record. The bulk of the anticipated year-on-year expansion
is set to occur in China (mainland), where expectations
of a large production and a slower growth in domestic
utilization could raise the country’s wheat inventories to an
all-time high. By contrast, ending stocks in major exporting
countries are likely to remain close to their opening levels,
except for the USA, where they could decline to a six-year
low. Consequently, while the world wheat stocks-to-use
ratio in 2020/21 may register a small rise, the ratio of major
wheat exporters’ closing stocks to their total disappearance
is likely to drop to an eight-year low.

h

Erin.Collier@fao.org
Jonathan.Pound@fao.org (Production)

FOOD OUTLOOK

JUNE 2020

WHEAT PRODUCTION, UTILIZATION AND

STOCKS
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WORLD WHEAT MARKET AT A GLANCE

2018/19 2019/20 2020/21 Change:
estim. f'cast 2020/21
over
2019/20
million tonnes %
WORLD BALANCE
Production 7321 762.2 758.3 -0.5
Trade' 168.2 1751 177.5 1.4
Total utilization 751.1 757.5 754.3 -0.4
Food 514.9 521.1 525.4 0.8
Feed 142.0 142.5 138.7 -2.6
Other uses 94.2 93.9 90.2 -3.9
Ending stocks? 271.9 276.2 280.3 1.5
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 67.5 67.6 67.4 -0.2
LIFDC (kg/yr) 49.6 49.6 49.6 -0.1
World stocks-to-use ratio (%) 35.9 36.6 36.3
Major exporters stocks-to- 18.1 16.1 15.7
disappearance ratio® (%)
FAO WHEAT PRICE INDEX* 2018 2019 2020 Change:
(2002-2004=100) Jan-May Jan-May
2020
over
Jan-May
2019
%
148 143 148 0.9

' Trade refers to exports based on a common July/June marketing season.

2 May not equal the difference between supply (defined as production plus
carryover stocks) and total utilization due to differences in individual country
marketing years.

3 Major exporters include Argentina, Australia, Canada, EU, Kazakhstan,
Russian Federation, Ukraine and the United States.

4 Derived from the International Grains Council (IGC) wheat index.




COARSE GRAINS

Following a significant demand slowdown caused by
COVID-19 in early 2020, total utilization of coarse grains is
forecast to regain momentum in 2020/21, but would still
remain below global production for a second consecutive
season, leading to higher stock levels and keeping
international prices under downward pressure.

FAO's first forecast for world coarse grains production
in 2020 is pegged at a record 1 513 million tonnes, an
increase of 65 million tonnes (4.5 percent) from 2019,
almost exclusively due to higher maize production. Forecast
to reach an all-time high, global maize production is
boosted by expected record harvests in the United States
of America (USA), Canada, and Ukraine, and near-record
harvests in Argentina and Brazil. By contrast, world
production of barley is likely to decline, largely on reduced
output in the Russian Federation.

After stagnating in 2019/20, world total utilization
of coarse grains is forecast to increase in 2020/21 by 2.7
percent. The bulk of the growth comes from anticipated
higher feed use, but also a rebound in industrial use on
expectation of some recovery in maize-based ethanol
production, as well as higher demand for starch production.
These expansions mostly concern maize and stem from
expected increases of feed and industrial uses in China
(mainland), the USA, Brazil and Argentina. However, with
utilization foreseen to remain below production for a
second consecutive year, world coarse grain inventories
could increase by nearly 10 percent, with most of the
anticipated growth corresponding to a larger build-up
of maize inventories in the USA. The projected increase
in global coarse grain inventories would push the world
stocks-to-use ratio up to its highest level in 21 years.

Ample supplies and price advantages, particularly
relative to wheat, are expected to boost global trade in
coarse grains in 2020/21 above the 2019/20 level. Increased
maize and sorghum import demand from China (mainland)
is anticipated to be an important driver behind the
expected expansion in global trade, while foreseen greater
barley imports by Saudi Arabia and the Islamic Republic of
Iran would also add support. On the export side, bigger
shipments of both maize and sorghum are forecast from
the USA while increases in barley exports are expected
from Australia.
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COARSE GRAIN PRODUCTION,

UTILIZATION AND STOCKS
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WORLD COARSE GRAIN MARKET AT

A GLANCE

2018/19 2019/20 2020/21 Change:
estim. f’cast 2020/21
over
2019/20
million tonnes %
WORLD BALANCE
Production 14103 1448.1 15135 4.5
Trade' 198.1 203.7 207.9 2.1
Total utilization 1426.8 1429.8 1468.0 2.7
Food 218.1 219.5 222.4 1.3
Feed 801.1 818.0 843.7 3.1
Other uses 407.5 392.3 401.9 2.4
Ending stocks? 415.4 423.1 464.6 9.8
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 28.6 28.5 28.5 0.3
LIFDC (kg/yr) 38.0 37.7 38.0 0.8
World stocks-to-use ratio (%) 29.1 28.8 30.5
Major exporters stocks-to- 16.1 15.9 20.1
disappearance ratio® (%)
FAO COARSE GRAIN PRICE 2018 2019 2020 Change:
INDEX (2002-2004=100) Jan-May Jan-May
2020
over
Jan-May
2019
%
156 161 150 -5.1

' Trade refers to exports based on a common July/June marketing season.

2 May not equal the difference between supply (defined as production plus
carryover stocks) and total utilization due to differences in individual country
marketing years.

3 Major exporters include Argentina, Australia, Brazil, Canada, EU, Russian
Federation, Ukraine and the United States.
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Market summaries

RICE

World rice production is set to recover in 2020, boosting
rice utilization and keeping carry-overs at their third highest
level on record. While economic constraints and firm
prices may curb trade growth in 2020, a more robust trade
expansion is projected for 2021.

After El Nino-influenced weather patterns negatively
affected the outcome of the 2019 season, the return
to more normal growing conditions could facilitate a
1.6 percent annual expansion in world rice production in
2020 to a new high of 508.7 million tonnes. Anticipated
increases in Asia are seen to sustain much of the forecast
growth, although a strong output recovery is also set to
take place in the United States of America (USA), with
further production inroads anticipated for Africa. However,
prospects are more subdued for other regions, on a
combination of tight producer margins and insufficient
supplies of water for irrigation.

Stagnating African imports and scattered Asian demand
may limit the increase in global rice trade in 2020 to
800 000 tonnes, resulting in world rice flows of 44.9
million tonnes. World trade in rice is tentatively forecast
to expand more vigorously in 2021, as ample exportable
availabilities and more attractive prices rekindle African
demand, while sustaining continued import growth in all
other regions except Asia.

World rice utilization is forecast to expand by 1.6 percent
in 2020/21 to a fresh peak of 510.0 million tonnes. This
level would surpass anticipated production, requiring
reserves to be drawn down by some 0.8 percent over the
season. Still, at 182.0 million tonnes, global stockpiles at
the close of 2020/21 marketing years are forecast to stand
at their third highest level on record, thanks to still large
stockpiles in China (mainland) and continued carry-over
expansions in the major rice exporting countries.

International prices of rice have risen steadily since the
start of the year, resulting in the May 2020 value of the
FAO All Rice Price Index exceeding its December 2019 level
by 12.7 percent. Indica prices underpinned much of this
increase, reacting to weather-related supply constraints
in some exporting countries, which were exacerbated
between March and April by spikes in domestic demand,
the imposition of temporary export restrictions, and
logistical constraints.
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RICE PRODUCTION, UTILIZATION AND

STOCKS
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WORLD RICE MARKET AT A GLANCE

2018/19 2019/20 2020/21 Change:
estim. f'cast 2020/21
over
2019/20
million tonnes, milled equivalent %
WORLD BALANCE
Production 506.3 500.6 508.7 1.6
Trade' 44.1 44.9 47.6 6.2
Total utilization 499.9 502.0 510.0 1.6
Food 408.2 4133 420.0 1.6
Ending stocks? 184.6 183.4 182.0 -0.8
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 53.5 53.6 53.9 0.6
LIFDC (kg/yr) 64.2 64.9 65.7 1.3
World stocks-to-use ratio (%) 36.8 36.0 B3
Major exporters stocks-to- 22.6 25.1 25.1
disappearance ratio® (%)
FAO RICE PRICE INDEX 2018 2019 2020 Change:
(2002-2004=100) Jan-May Jan-May
2020
over
Jan-May
2019
%
224 224 237 6.6

Calendar year exports (second year shown).

May not equal the difference between supply (defined as production plus
carryover stocks) and total utilization due to differences in individual country
marketing years.

Major exporters include India, Pakistan, Thailand, the United States of
America and Viet Nam.




OILCROPS

Despite subdued demand prospects linked, inter alia, to
the ongoing COVID-19 pandemic, FAO's latest 2019/20
forecasts for oilseeds and derived products point towards a
tightening supply-demand situation, triggered by a marked
contraction in production. Tentative forecasts for 2020/21

suggest that supplies could remain tight relative to demand.

In 2019/20, oilcrop production is expected to decline
from the previous season’s record level, with pronounced
drops in soybean and rapeseed outweighing gains in
the other crops. In the United States of America (USA),
adverse weather conditions led to sharply lower soybean
plantings and yields, while global rapeseed output was
affected by further area contractions in the European Union
(EU) and Canada.

While poor harvests, notably of soybeans, are expected
to drive down global supplies of meals/cakes, consumption
is seen to keep expanding, albeit at a below-average
rate, linked in part to temporary lockdowns imposed
in numerous countries to halt the spread of COVID-19.
Consequently, global end-of-season stocks of meals/cakes
are anticipated to fall to multi-year lows, leading to a
marked drop in stocks-to-use ratios.

Global output of oils/fats is also set to fall, as likely
modest gains in palm and sunflower oils would not be
sufficient to offset reductions in other oils. At the same
time, growth in global oils/fats utilization is expected to
come to a halt, as both demand for food and uptake by
the biofuel sector are seen slowing down in the aftermath
of the COVID-19 pandemic, while demand from biodiesel
producers is also hurt by the recent plunge in mineral oil
prices. With total oils/fats production poised to fall short of
utilization, global inventories are anticipated to decrease,
causing a further slide in global stocks-to-use ratios
for oils/fats.

As for 2020/21, early crop forecasts point to a recovery
in both meal and oil production. Assuming resumed
growth in global oils/fats utilization and continued modest
expansion in world meal consumption, some additional
drawdowns in oils/fats inventories could occur, whereas
meals/cakes stocks could see modest replenishments. The
outlook remains subject to major uncertainties, notably
concerning the evolving effects of the COVID-19 pandemic,
implementation of the United States-China ‘Phase One’
trade agreement, and potential changes in national
biodiesel policies.

Peter. Thoenes@fao.org
Di.Yang@fao.org

FAO MONTHLY INTERNATIONAL PRICE

INDICES FOR OILSEEDS, VEGETABLE OILS
AND MEALS/CAKES (2002-2004=100)
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WORLD OILCROP AND PRODUCT MARKET

AT A GLANCE

2017/18 2018/19  2019/20  Change:
estim. f'cast 2019/20
over
2018/19
million tonnes %
TOTAL OILCROPS
Production 593.1 612.3 584.3 -4.6
OILS AND FATS
Production 236.3 241.0 235.4 -2.3
Supply 273.4 281.3 274.3 -2.5
Utilization 229.5 242.2 240.9 -0.6
Trade 126.3 132.0 131.1 -0.7
Global stocks-to-use ratio (%) 17.6 16.1 14.1
Major exporters stocks-to-
disappearance ratio (%) 12.0 124 10.8
MEALS AND CAKES
Production 153.1 158.7 149.2 -6.0
Supply 184.1 189.0 181.9 -3.8
Utilization 151.5 153.9 155.3 0.9
Trade 98.1 98.7 100.0 1.2
Global stocks-to-use ratio (%) 20.0 21.2 17.6
Major exporters stocks-to-
disappearance ratio (%) 12.4 15.4 11.9
FAO PRICE INDICES 2018 2019 2020 Change:
(Jan-Dec) Jan-May  Jan-May
(2002-2004=100) 2020
over
Jan-May
2019
%
QOilseeds 150 143 144 1.5
Meals/cakes 184 156 167 6.3
Vegetable oils 144 135 147 13.1

Note: Refer to footnote 1 on page 30 and to table 2 on page 33 for explanations
regarding definitions and coverage.
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Market summaries

FAO foresees world sugar production to decline in 2019/20
(October/September), and to fall below consumption for
the first time in three years. The global shortfall is now set
to hover around 6 million tonnes. Expected decreases in
sugar output in the European Union (EU), India, Pakistan
and Thailand will likely offset anticipated expansions in
Brazil, China and the Russian Federation. On the demand
side, growth in world sugar consumption is expected

to be subdued, reflecting the negative impact on sugar
intake resulting from the COVID-19 lockdown and
confinement measures.

Depressed international sugar prices and the need to
rebuild sugar inventories in some traditional importing
markets should lead to a moderate expansion in global
import demand relative to the last marketing season.
However, the implementation of import restriction
measures in some major markets could limit the expansion.
Exports by Brazil, the world’s largest sugar exporter, are set
to increase, while those by Thailand, the second largest
sugar exporter, are likely to decline following a production
setback. A key feature in the current season is the extent
to which the COVID-19 pandemic would influence sugar
trade, by, for example, creating new trade routes or
diverting existing ones.

International sugar prices have followed a declining
trend for most of 2019, extending the steady price fall that
has characterized the market since mid-2017. The price
slide had mainly been associated with prospects of ample
sugar availabilities, following large accumulated inventories
in both importing and exporting countries. Policy measures
to curb imports, or boost exports, as well as the strength of
the US dollar against the currencies of key sugar exporting
countries, have further exacerbated the price weakness.
However, prices initiated a recovery during the fourth
quarter of 2019, before falling drastically with the onset
of the new coronavirus pandemic in early 2020. So far,
the expectation of a global production deficit for 2019/20
season has done little to support prices.
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WORLD SUGAR MARKET AT A GLANCE

2017/18 2018/19 2019/20 Change:
estim. f'cast 2019/20
over
2018/19
million tonnes %
WORLD BALANCE
Production 181.1 174.6 169.6 -2.9
Trade* 61.6 55.8 58.7 5.3
Total utilization 171.1 173.9 175.7 1.0
Ending stocks 93.1 93.9 87.8 -6.6
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 22.7 22.8 22.8 0.0
LIFDC (kg/yr) 16.7 16.7 16.7 0.1
World stocks-to-use ratio (%) 54.4 54.0 49.9 -7.5
ISA DAILY PRICE 2018 2019 2020 Change:
AVERAGE (US cents/Ib) Jan-May Jan-May
2020
over
Jan-May
2019
%
12.52 12.70 12.36 -3.0

“Trade figures refer to exports




MEAT AND MEAT PRODUCTS

World total meat production in 2020 is forecast to fall to
333 million tonnes (carcass weight equivalent), 1.7 percent FAO INTERNATIONAL MEAT PRICE INDEX
lower than in 2019, marking the second year of consecutive (2002-2004 = 100)

decline. Much of the contraction is again expected to
reflect a sharp drop in global production of pig meat,
largely concentrated in Asian countries affected by the
African swine fever (ASF) viral disease, but also of bovine 200
meat, especially in the United States of America (USA) and

Australia. By contrast, global production of poultry meat

sallewwns 1a)JeN

2019

is forecast to expand, albeit at half the rate recorded last 188

year. Modest output growth is also predicted for ovine 2020

meat. The pace of expansion of all the meat sectors has 176

been negatively affected by COVID-19 market disruptions, . 2018
aggravating the effects of animal diseases. 64

International meat trade is forecast to grow to

37 million tonnes in 2020, up 2.4 percent year-on-year,
but considerably slower than the 6.8 percent registered 152
in 2019, in large part reflecting a possible reduction in

world meat consumption, consistent with expectations of 140
widespread economic downturns. Logistical bottlenecks, J F M A M J J A S O N D
limitations in shipping and port backlogs are also likely to
restrain growth in world meat trade. China is anticipated to
provide much of the trade momentum, as imports are seen
rising by 24 percent year-on-year. The expected global rise

in demand for meat imports is forecast to be met mainly WORLD MEAT MARKET AT A GLANCE
through increased exports by Brazil, the USA, the European
Union 27 member countries (EU) and the United Kingdom 2018 2019 2020 Change:
of Great Britain and Northern Ireland (the UK). estim.  Jpiicast i“’;‘:

The combination of COVID-19-related economic 2019
hardships, logistical bottlenecks and a steep decline in million tonnes %
demand from the food services sector due to lockdowns (carcass weight equivalent)
has led to a global slump in import demand, causing WORLD BALANCE
international meat prices, measured by the FAO Meat Production 342.2 338.9 333.0 17
Price Index, to fall, with the sharpest drop registered for Bovine meat 715 726 720 08
ovine me.at, followed py poultry, pig and bov.lne meats. Poultry meat 1973 1336 1368 4
Plummeting food service sales have resulted in meat stock

. . : . . Pigmeat 120.9 109.8 101.0 -8.0
accumulation, especially premium categories, and in bulk
packaging, enlarging export availabilities and weighing on Ovine meat 158 160 B2 09
international meat prices, despite a decline in meat output Trade 33.8 36.1 37.0 24
caused by labour shortages in slaughterhouses, processing Bovine meat 105 1.2 1.1 -1.0
and packing due to the pandemic. Poultry meat 135 13.9 13.8 0.3
Pigmeat 8.4 95 10.6 1.2
Ovine meat 1.0 1.0 1.0 -2.9

SUPPLY AND DEMAND INDICATORS

Per caput food consumption:

World (kg/year) 44.6 43.6 42.4 -2.8
Trade - share of prod. (%) 9.9 10.7 111 4.2
FAO MEAT PRICE INDEX 2018 2019 2020 Change:
(2002-2004=100) Jan-May Jan-May
2020
over
Jan-May
A
%
Upali.GalketiAratchilage@fao.org 166 176 . 45
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MILK AND MILK PRODUCTS

World milk production in 2020 is forecast to grow by

0.8 percent to 859 million tonnes, mostly owing to
expectations of production expansions in Asia and North
America, with moderate increases in Central America

and the Caribbean, Oceania and Africa, partially offset by
slight declines anticipated in Europe and South America.
Continuing farm modernization in China and mobilization
of village cooperatives in India are sustaining milk output
growth in Asia. Yield growth is anticipated in the United
States of America (USA), aiding a moderate output
expansion, despite constraints in the dairy supply chains,
while Mexico’s milk output is expanding on the back of
robust consumer and industrial demand. In Australia, an
output rebound is foreseen, whereas in New Zealand, dry
weather-induced contraction is likely. In the 27 member
countries of the European Union (EU) and the United
Kingdom of Great Britain and Northern Ireland (UK), a

smaller dairy herd is behind the slight contraction expected W=FF ™M A M J 1 A s 0 N D
in aggregate output, despite yield improvements. Largely

driven by modern dairy farms, milk output is increasing in

the Russian Federation. An output recovery is also expected
in Argentina, while dry weather may constrain production WORLD DAIRY MARKET AT A GLANCE
growth elsewhere in South America.

FAO INTERNATIONAL DAIRY PRICE INDEX
(2002-2004 = 100)

240

Market summaries

2019

220

200

180

World exports of dairy products in 2020 are forecast 2018 2019 2020 Change:
to contract by 4 percent to 74 million tonnes (in milk estim. Feast 2020
equivalent), which, if confirmed, would mark the sharpest 2019
year-on-year decline in three decades. This negative outlook million tonnes, milk equiv. %
rests on likely declines in imports mainly by China, Algeria, WORLD BALANCE
Saudi Arabia and United Arab Emirates, attributable to the Total milk production 840.5 851.8 858.9 0.8
COVID-19 lockdowns and physical distancing measures, Total trade 75.9 76.7 73.6 -4.1
but also to widespread economic slowdowns and low SUPPLY AND DEMAND INDICATORS
petroleum prices. The depressed global demand for dairy Per caput food consumption:
products is likely to curb exports from the EU and the UK, World (kg/year) 111.4 111.6 111.4 0.3
New Zealand, United Arab Emirates and Uruguay, while Trade - share of prod. (%) 9.0 9.0 8.6 4.9
shipments from the USA and Argentina may rise somewhat. FAO DAIRY PRICE INDEX 2018 2019 2020 Change:
The contraction in global dairy imports, together with (2002-2004=100) ARy ’a;(')';"oay
the accumulation of unsold supplies in major exporting over
countries, explain the dairy price weakness observed so ’a;‘(')':";y
far this year. Given the economic hardships that many %
countries are facing, demand is likely to remain subdued in 193 199 198 28

the coming months, which would likely keep international
prices of dairy products under pressure.

h
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FISH AND FISHERY PRODUCTS

In 2019, global fish production dropped by some 1 percent.
Seafood trade also contracted as trade conflicts and related
uncertainties dragged on economic growth and impacted
business revenues.” The previous improved forecast for
2020 has now been completely upended by the emergence
of the COVID-19 pandemic.

Governments around the world seeking to contain the
virus have introduced isolation directives, limitations on
business opening hours, and travel restrictions. Food-service
demand has been sharply reduced as restaurants have
closed, although retail sales of non-perishable products,
such as canned tuna, have seen a boost as households
changed their purchasing behaviour.

On the supply side, shortages of labour and other
business challenges appear likely to continue exerting a
negative impact on seafood production across the world,
alongside the poor demand outlook. Aquaculture harvests
are being delayed and stocking targets drastically reduced,
affecting production of heavily traded commodities such as
shrimp, salmon, pangasius, tilapia, seabass and seabream.
Reduced aquaculture activity also translates into a subdued
market for fishmeal. Meanwhile, entire fishing fleets are
laying idle due to a combination of poor demand and
restrictions on crews and vessel movements. Logistics have
also become costly and slow due to closed or restricted
road borders, health inspection delays, and the large-scale
cancellation of flights.

The general outlook is still overwhelmingly dominated
by uncertainty and the focus is on damage mitigation.
Permanent changes in the market landscape, particularly
in terms of marketing and distribution, can be expected.
While China and some other countries have been able to
restore some degree of normality, the process is likely to be
slower in the European Union (EU) and the United States
of America (USA). For other large seafood markets where
the virus is yet to peak, such as Brazil and the Russian
Federation, the scale of the damage is yet to become clear.
Prolonged market downturn can be expected even after
current restrictions are lifted or relaxed. High-end products
and popular restaurant items will be the most heavily
affected, including lobster, fresh salmon, cephalopods and
bivalves. Most seafood trade events will continue to be
postponed or cancelled for some time to come.

T Unless otherwise specified, the terms ‘fish’ and ‘seafood’ indicates fish,
crustaceans, molluscs and other aquatic animals from farmed and wild origin,
but excludes aquatic mammals, reptiles, seaweeds and other aquatic plants.

h

Audun.Lem@fao.org
Stefania.Vannuccini@fao.org

FAO FISH PRICE INDEX (2002-2004 = 100)
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Source of the raw data for the FAO Fish Price Index: EUMOFA,
INFOFISH, INFOPESCA, INFOYU, Statistics Norway

WORLD FISH MARKET AT A GLANCE

2018 2019 2020 Change:
estim. f’cast 2020
over
2019
million tonnes (live weight) %
WORLD BALANCE
Production 178.5 175.9 172.9 -1.7

Capture fisheries 96.4 91.8 89.9 -2.0
Aquaculture 82.1 84.1 82.9 -1.4
Trade value 164.1 159.6 150.4 -5.8
(exports USD billion)

Trade volume (live weight) 67.1 65.3 63.2 -3.2
Total utilization 178.5 175.9 172.9 -1.7

Food 156.4 156.4 154.2 -1.4
Feed 18.2 15.5 15.0 -3.5
Other uses 4.0 4.0 3.7 -7.5
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:

Food fish (kg/yr) 20.5 20.3 19.8 -2.4

From capture fisheries (kg/ 9.7 9.4 9.1 2.4
year)

From aquaculture (kg/year) 10.8 10.9 10.6 2.4
FAO FISH PRICE INDEX 2018 2019 2020 Change:
(2002-2004=100) lan-May  Jan-May

2020
over
Jan-May
2019
%
158 154 147 -8.3

Source of the raw data for the FAO Fish Price Index: EUMOFA, INFOFISH,
INFOPESCA, INFOYU, Statistics Norway
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WHEAT

“ OFAO/Anatolii Stepanov

PRICES

International wheat prices firmer than last
year

International wheat prices started the year on a firm tone,
underpinned by brisk trade and reports of weather risks
affecting plantings for the new 2020/21 marketing season.
A faster sales pace by several major exporting countries
supported the trend, along with tightening supplies in
Argentina coupled with logistical problems in France

and reports of a sharp drawdown of US soft red wheat
stocks. On the other hand, worries over the rapid spread

Figure 1. IGC Wheat Price Index
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of COVID-19 and spillover effects from developments

in other markets, including equity and energy markets,
combined with a strengthening of the US dollar, prevented
any significant increases in export prices during the earlier
months of the year. However, the imposition of export
restriction measures, albeit temporary, by the Black Sea
suppliers maintained the upward price momentum. In
addition, a series of sizeable purchases by some of the
world’s largest importers, along with reports of continued
dryness across a number of important regions, underpinned
prices in recent weeks.

Figure 2. CBOT wheat futures for September
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Market assessments

Overall, international wheat prices remained well above
their corresponding levels of last year, as captured by the
movements of the International Grains Council (IGC)

Table 1. World wheat market at a glance

2018/19 2019/20 2020/21  Change:
Wheat Index, a trade-weighted price measure of ten estim. freast 2‘:)2‘%21
major export quotations, which averaged 191.5 points in 2019/20
May 2020, some 14 points above the same month last million tonnes %
year. The benchmark United States wheat, No.2 Hard WORLD BALANCE
Red Winter, f.0.b. Gulf averaged USD 223 per tonne Production 7322 7622 758.3 -0.5
in May, some 8 percent below its level at the start of the Trade' 168.2 1751 177.5 1.4
year, but 5 percent higher than in May 2019. Similarly, Total utilization 7511 7575 754.3 0.4
wheat futures trended lower, reflecting not only good Food 5149 5211 525.4 0.8
overall supply prospects, but also demand uncertainties Feed 1420 1425 138.7 2.6
arising from concerns over the longer-term impact of the Other uses 94.2 93.9 90.2 -39
pandemic. More recently, however, a sharp downgrading of | _Ending stocks® 2719 2762 [g2EOE 1.5
production prospects in the EU and the Russian Federation SUPPLY AND DEMAND INDICATORS
lifted the futures. Overall, Chicago soft red winter (SRW) Per caput food consumption:
wheat, the most liquid wheat futures contract, averaged World (kg/yn 675 676 674 02
USD 188.3 per tonne in May for the September 2020 LIFDC (kg/yr) 496 496 e 01
delivery, still down by over 10 percent from the start of the World stocks-to-use ratio (%) 359 366 36.3
year, but 10 percent above the corresponding period last g’l'g‘;;;fgn“c‘;’f;tﬁgﬁg:)o 181 161 157
year. More detailed analysis of the futures markets can be
found in the Market Indicators section of this report. {90?,;"’_2'3%21:’2('35 INDEX® 2018 2019 Jaﬁt_’f,,oay f::',\',%ey
2020

PRODUCTION Jan-&§£mg

148 143 148 0.9

Wheat production in 2020 down from 2019
but still above average

Global production of wheat is forecast to reach

758.3 million tonnes in 2020, down slightly (0.5 percent)
from the previous year’s good out-turn and still the
fourth highest on record. While, overall, COVID-19 is not
expected to have any significant impact on this year’s
wheat production outcome, weather related downturns
in the EU, Ukraine and the United States of America
(USA) are expected to more than offset good prospects in
Australia, Canada, the Russian Federation and several
countries in Asia.

Aggregate wheat production in Europe is forecast to
fall in 2020, underpinned by reduced prospects in the
European Union (EU-27 excluding the United Kingdom
of Great Britain and Northern Ireland), where total wheat
output is anticipated to decline to 131 million tonnes.

The expected decrease is based on reduced acreage,
particularly in France, the largest producer in the EU, due
to excessive rainfall during the planting period. Lower

yield prospects, due to adverse weather in key-producing
countries, have further dampened production expectations.
By contrast, wheat output in the Russian Federation is
forecast to increase to 77 million tonnes, despite a cutback
to the earlier production forecasts due to persistent dry
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' Trade refers to exports based on a common July/June marketing season.

2 May not equal the difference between supply (defined as production plus
carryover stocks) and total utilization due to differences in individual country
marketing years.

3 Major exporters include Argentina, Australia, Canada, EU, Kazakhstan,
Russian Federation, Ukraine and the United States.

4 Derived from the International Grains Council (IGC) wheat index.

Table 2. Wheat production: leading producers*

2018 2019 2020 Change:
estim. f’cast 2020 over
2019
million tonnes %

European Union 138.1 155.6 131.0 -15.8
China (mainland) 131.4 133.6 134.0 0.3
India 99.9 103.6 105.0 1.4
Russian Federation 721 74.5 77.0 3.4
United States of America 51.3 52.3 50.8 -2.8
Canada 32.2 32.3 339 4.8
Ukraine 24.6 28.3 25.0 -11.7
Pakistan 25.1 25.2 26.0 3.2
Argentina 19.5 19.8 20.3 2.8
Turkey 20.0 19.0 20.0 53
Australia 17.3 15.2 21.4 40.8
Iran (Islamic Republic of) 14.5 14.5 14.0 -3.4
Kazakhstan 13.9 11.5 13.0 13.5
Other countries 72.2 76.9 87.0 131
World 732.2 762.2 758.3 -0.5

* Countries listed according to their position in global production
(average 2018-2020)




Figure 3. Global wheat production and area
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weather conditions in March and April that curtailed yield
prospects. At this level, the 2020 production would mark
a second consecutive annual increase, mostly driven by a
price-induced expansion in plantings to an all-time high
level. In Ukraine, wheat production in 2020 is expected
to reach 25 million tonnes, down 3.3 million tonnes from
2019 as a result of a reduction in the planted area and dry
conditions in some parts.

In North America, adverse weather in the USA,
including freezing temperatures and rainfall deficits, are
seen to cause a reduction in wheat yields that will drive
an overall yearly production decline in 2020. Forecast
at 50.8 million tonnes, which incorporates a projection
for the spring harvest, the aggregate wheat output
would be 2.8 percent lower year-on-year, with reduced
winter sowings, due to lower crop prices in 2019, further
contributing to the expected downturn. In Canada, a
price-induced expansion in winter plantings is foreseen to
push up production to an above-average level of almost
34 million tonnes, assuming unchanged yields and area
sown with the spring crop.

In Asia, wheat production in India in 2020 is forecast
at a record-high level of 105 million tonnes, primarily
due to increased acreage driven by remunerative support
prices. Earlier prospects pointed to a larger output, but
unseasonal precipitation in April led to a modest trimming
of the production forecast. In Pakistan, conducive weather
conditions and adequate supplies of agricultural inputs
are expected to lead to a near-average harvest of just over
26 million tonnes, while in China (mainland), a small rise
in wheat production is expected.

In the Near East, overall prospects are similarly
favourable. In Turkey, the largest producer in the region,

wheat production is likely to increase to 20 million tonnes,
up 5.3 percent on a yearly basis, resting on conducive
weather conditions. Outputs in neighbouring countries
are foreseen to remain mostly unchanged compared with
the previous year's good harvests. However, in North
Africa, reduced moisture levels in early 2020, coupled
with above-average temperatures, have cut production
expectations in Morocco, where harvest is forecast at
a four-year low, and, to a lesser extent, in Algeria and
Tunisia, compared with the previous year’s good levels.
In the Southern Hemisphere countries, planting of the
2020 wheat crop is underway. In Australia, production
is forecast to rebound strongly after two consecutive
years of drought-reduced harvests, and could reach
21.4 million tonnes, up 41 percent on a yearly basis. The

optimistic outlook is based on recent widespread and
beneficial rains that replenished soil moisture reserves, a
factor that is likely to support an expansion in plantings.
Additionally, forecasts of favourable rainfall have increased
the likelihood of higher yields in 2020. In South America,
plantings are forecast at an all-time high in Argentina,
as conducive early-seasonal rains and robust export
demand, fostered by a weaker currency, encouraged an
expansion in acreage. Accordingly, wheat production

in 2020 is preliminarily forecast at a record level of

20.3 million tonnes, assuming average yields. Larger
plantings in Brazil are also expected to support a small
uptick in production in 2020.

TRADE

Modest growth in wheat trade foreseen in
2020/21
World wheat trade (including wheat flour in wheat
equivalent) in 2020/21 (July/June) is likely to reach a
record level of 177.5 million tonnes, up 1.4 percent
(2.4 million tonnes) from 2019/20. Larger imports into
Europe, in part reflecting the inclusion of trade flows
between the EU-27 and the UK from 2020/21, account
for most of the apparent growth in world wheat trade.
Stronger import demand by several countries in Asia
and North Africa are also seen to contribute to the
expansion. With concerns over possible extension of
wheat export restrictions mostly receded, the early outlook
for 2020/21 assumes no new COVID-related hurdles
affecting trade flows.

In Europe, total wheat imports in 2020/21 are projected
to reach almost 9 million tonnes, up 2.5 million tonnes
(38 percent) from 2019/20. However, all of this expansion
is associated with larger imports by the EU-27, up 1 million
tonnes from 2019/20 due to a likely decrease in this year's
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Market assessments

Table 3. Top 10 wheat importers*

Table 4. Top 10 wheat exporters*

2017/18-2019/20  2020/21  Change 2017/18-2019/20 2020/21 Change
average f'cast average f'cast
million tonnes % million tonnes %
Egypt 12.6 13.0 3.2 Russian Federation 36.3 33.0 -9.2
Indonesia 11.0 11.0 0.0 European Union 26.0 28.0 7.9
Turkey 7.3 7.5 2.7 United States of America 25.4 26.5 4.3
Brazil 7.0 7.3 4.8 Canada 22.6 25.0 10.8
Philippines 6.7 7.2 6.9 Ukraine 18.0 16.5 -8.1
Bangladesh 5.9 6.1 3.8 Australia 11.2 14.0 25.0
Algeria 7.4 55 -25.9 Argentina 13.2 13.7 3.7
Japan 5.5 5.5 0.0 Kazakhstan 7.9 7.5 -4.7
Morocco 4.3 55 294 Turkey 4.6 4.5 -1.7
Mexico 5.2 54 3.7 India 0.6 1.0 78.5

* Imports are based on a common July/June marketing season

aggregate production, and the expected wheat imports
of 2 million tonnes by the UK, which from 2020/21

are excluded from EU total imports and, thus, include
purchases from EU countries.

In Africa, total wheat imports in 2020/21 are
forecast at 49.5 million tonnes, nearly unchanged from
the estimated level for 2019/20. Shortfalls in wheat
production in Morocco, and to a lesser extent in Algeria
and Tunisia, are expected to drive up imports by these
North African countries. The largest increase is forecast
for Morocco, where imports could reach a record level
of 5.5 million tonnes, up 500 000 from 2019/20. Wheat
imports by Egypt, the world's largest wheat importer, are
projected at 13 million tonnes, similar to 2019/20 despite
a good domestic harvest, given the Government’s recently
announced intention to increase reserves in response to
the threats posed to global supplies by COVID-19. Wheat
imports by Nigeria, the most populous country in Africa
and the continent’s third largest importer (after Egypt and
Morocco), could reach 4.8 million tonnes, similar to the
2019/20 estimated level. However, the sharp depreciation
of the national currency and falling foreign exchange
reserves due to the collapse in oil prices pose significant
challenges to the country’s ability to maintain its import
capacity. Despite the Government's efforts to boost
domestic production and curb imports, wheat imports by
Nigeria remain high due to its limited land suitability for
wheat cultivation, coupled with a fast growing population
and strong demand for wheat flour-based products.

In Asia, aggregate wheat imports in 2020/21 are
pegged at 89.3 million tonnes, down marginally from
2019/20. While larger imports are forecast for several
countries, including Afghanistan, China (mainland)
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* Exports are based on a common July/June marketing season

and the Islamic Republic of Iran, wheat purchases by a
number of other countries, in particular Turkey, Iraq and
the Philippines, are expected to decline. Despite good
production prospects, imports by the Islamic Republic of
Iran could increase to 2 million tonnes, as the country
seeks to boost its reserves, given the national strategic
importance of wheat. By contrast, imports by Turkey,

a net wheat exporting country, could fall by 2 million
tonnes from the previous season’s exceptionally high
level to 7.5 million tonnes, due mostly to the anticipated
rebound in this year’s domestic production and more
stable domestic price prospects. Ample supplies of more
competitively priced feed grains are seen to result in
smaller feed wheat imports by the Philippines as well as
the Republic of Korea. Wheat purchases by Indonesia,

Figure 4. Wheat production in major wheat
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the largest importer in Asia, are likely to remain steady
at 11 million tonnes on continued strong demand for
high-quality wheat.

In Latin America and the Caribbean, total wheat imports
in 2020/21 are forecast to reach 24.5 million tonnes,
up slightly from 2019/20. Strong demand in Brazil, the
region’s leading wheat importer, could push up the county’s
wheat imports to 7.3 million tonnes, marginally higher than
2019/20, despite stronger domestic production. Similarly,
imports by Mexico, the region’s second largest wheat
importer, could also rise marginally, to 5.3 million tonnes,
supported by continued strong demand for high-quality
wheat and the likelihood of a small reduction in production.

Regarding exports, while the second half of the 2019/20
marketing season was marked by some uncertainties in
global wheat markets following the imposition of restrictive
trade policies by a number of exporting countries; measures
that have been gradually abandoned, a development
that is reassuring for importers in 2020/21. Against this
backdrop, the Russian Federation is forecast to regain its
position as the world’s largest wheat exporter with sales
very likely reaching 33.0 million tonnes, up 500 000 tonnes
from 2019/20, though still 19 percent short of its record
exports in 2017/18. The strong anticipated rebound in
production of wheat in Australia is also expected to boost
the country’s shipments by 69 percent to 14 million tonnes.
Likewise, the likely rebound in wheat production is
expected to push up Canada’s exports by as much as
16.3 percent to 25 million tonnes in 2020/21. By contrast,
exports by Ukraine and the EU-27 are set to decline
significantly while slightly smaller sales are also anticipated
from the USA. Among other major exporters, due to a
strong anticipated rebound in this year’s production, wheat

Figure 5. Wheat exports from the Black Sea
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shipments from Kazakhstan could reach 7.5 million tonnes
—up 1 million tonnes (15.4 percent) from the reduced
shipments in 2019/20, while 2020/21 (July/June) sales

by Argentina are likely to match the 2017/18 record
volume of 13.7 million tonnes, on expectation of ample
domestic supplies.

UTILIZATION

Utilization to decline slightly despite record
food consumption

At around 754 million tonnes, total wheat utilization in
2020/21 is forecast to fall marginally (0.4 percent) below
the 2019/20 estimated, with the projected growth in food
consumption not sufficient to offset the expected fall

in utilization for animal feed and a likely contraction in
industrial use. At the current projected level, total wheat
utilization in 2020/21 would be 1.2 percent below the
10-year trend, marking the first time that total utilization
drops below this trend in six years. Utilization of wheat
for direct human consumption in 2020/21 is forecast

to reach a record level of around 525 million tonnes, up
0.8 percent from 2019/20, representing almost 70 percent
of the expected total wheat utilization. At this level, world
per capita wheat consumption would stand at 67.4 kg per
annum, down slightly from 67.6 kg per annum in 2019/20,
with consumption in developing countries remaining stable
at 62.4 kg per annum but declining slightly in developed
countries, to 92.7 kg per annum. However, these early
forecasts are largely based on the expectations that, at
least in the short term, the prevailing economic difficulties
resulting from the COVID-19 pandemic would not have
any significant bearing on household consumption of such

Figure 6. Global wheat utilization
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Market assessments

Figure 7. Top 10 feed consumers
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an essential food staple as wheat, particularly in view of
good supply prospects in 2020/21. In Asia and Africa, total
food consumption of wheat is expected to increase by

1.1 percent and 1.6 percent, respectively, while in Central
America it is seen to rise by 1.7 percent.

By contrast to food, total feed use of wheat is likely to
decline by 2.6 percent (3.7 million tonnes) in 2020/21, to
reach 138.7 million tonnes. Given the prospects for large
supplies of coarse grains, in particular maize, wheat is
likely to lose competitiveness in feed rations, especially in
North America and the EU, where the year-on-year decline
in feed use of wheat is likely to be most pronounced.
Given the likelihood of continued slow economic activity
and low energy prices, at least throughout the first half of
the 2020/21 season, the industrial use of wheat could
stagnate, with some decreases in production of ethanol,
especially in the EU, offset by a slow uptake in demand for
production of starch.

STOCKS

Inventories to increase slightly but remain
well below the 2017/18 record

World wheat stocks are forecast to reach

280 million tonnes by the close of crop seasons in
2021, representing an increase of 1.4 percent, or

4.0 million tonnes, from the already high opening
levels; but down 8 million tonnes from the record level
in 2017/18. The forecast has been raised significantly
(by 5.7 million tonnes) since FAQO’s last monthly report
(see the Cereal Supply and Demand Brief, May 2020),
mostly reflecting upward revisions in China (mainland)
and Australia.
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At the current forecast levels, the world wheat stocks-
to-use ratio in 2020/21 would reach 36.3 percent, almost
unchanged from 2019/20 and well above the historic low
of 23.3 percent registered in 2008/09, but below its peak
of nearly 40 percent exactly two decades ago, in 2000/01.
However, the ratio of major wheat exporters’ closing
stocks to their total disappearance (defined as domestic
utilization plus exports) is likely to decline to an 8-year low
of 15.7 percent in 2020/21, compared to 16.1 percent in
2019/2020. This indicator, which does not include China
(mainland) as it is not a major wheat exporter, is regarded
as a good gauge for evaluating global supply prospect,
since not all countries with large stocks may make them
available to world markets.

In spite of the expected sharp increase in global stocks
in 2020/21, the projected drop in the exporters’ ratio,
from 16.1 percent to 15.7 percent, points to somewhat
tighter wheat markets than in 2019/20. Ending stocks
in major exporting countries are likely to remain close to
their opening levels, except for the USA, where they could
decline to a 6-year low of 24 million tonnes in view of the
expected decline in this year's production. By contrast, the
bulk of the anticipated year-on-year expansion in world
wheat inventories is expected to occur in China (mainland),
where large production and a slower growth in domestic
utilization could push up the country’s wheat inventories
to an all-time high of 137.5 million tonnes, almost
11 million tonnes (8.5 percent) above their opening level.

Figure 8. Wheat stocks and ratios
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PRICES demand, dampened economic growth and introduced
unprecedented uncertainty to markets.
International prices of major coarse grains Maize prices bore the brunt of the damage from
remain under downward pressure COVID-19 demand effects. In the USA, maize prices were
Coarse grain prices started the 2019/20 (July/June) season hit by COVID-19 movement restrictions that precipitously
at a 5-year high and are likely to end it at a 15-year low. halved fuel and ethanol production, causing oil prices
While abundant supplies caused prices to fall in 2019, to plunge to negative levels and, in tandem, US maize
prices took a second drastic downturn in early 2020 when prices to fall to their lowest levels since 2006. Uncertainty
COVID-19 containment measures abruptly froze industrial regarding the impact on feed use of maize with the closure

Figure 1. Maize export price (US No. 2 yellow, Gulf) Figure 2. CBOT maize December futures
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of several slaughterhouses in response to COVID-19
outbreaks also exacerbated the drop in maize prices. In
May 2020, the benchmark US maize prices (yellow,
No. 2, f.0.b.) averaged USD 144.1 per tonne, down by
16.3 percent from May 2019, and 17.2 percent below
the last 5-year average for the month of May. In South
America, substantial supplies and depreciating currencies
kept maize quotations relatively low throughout 2019/20,
but prices plummeted even further in early 2020 as
COVID-19 disrupted ports and value chain operations. In
May, Argentinian and Brazilian maize prices (up River
and Paranagua, respectively, f.0.b) were almost 12 and

7 percent below last year levels, respectively.

International prices of barley were also generally
below last year, but sorghum prices exceeded their May
2019 levels by 7.5 percent (United States, Gulf no.2
Yellow, f.0.b.).

Large supply prospects also kept the futures under
downward pressure, with the Chicago Board of Trade
(CBOT) maize futures for delivery in December 2020,
which is the benchmark delivery month for the new crop
in the USA, averaging USD 131.4 per tonne in May, down
nearly 16 percent from the previous year’s level. More
detailed analysis of the futures markets can be found in the
Market Indicators section of this report.

PRODUCTION

Record production of coarse grains in 2020
Global production of coarse grains in 2020 is forecast at
a record high level of 1 513 million tonnes, a significant
increase of 65 million tonnes (4.5 percent) from the
previous year. Most of the expected growth is associated
with a foreseen upturn in maize production, more than
offsetting a likely drop in barley output.

World maize production in 2020 is forecast at an
all-time high of 1 207 million tonnes, 5.6 percent
(64.5 million tonnes) higher than the previous peak
registered in 2019. The bulk of the increase rests on
an expected record output in the USA, while buoyant
prospects in South America and Southern Africa have
further reinforced the optimistic global outlook.

In the United States of America (USA), maize
production is set to reach a new peak of 406.3 million
tonnes in 2020, 17 percent (59.2 million tonnes) higher
than the 2019 harvest. The projected growth largely
pertains to an expected 8 percent expansion in plantings,
officially forecast in March at 39.3 million hectares, which
would be the highest level since 2012. However, an uptick
in the soybean-to-maize price ratio since April could result
in a smaller upturn in sowings than initially forecast, as
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farmers opt to increase soybean acreage at the expense of
maize. Notwithstanding this possibility, production is still
set to rise sharply in 2020, given a likely return to trend
yields compared with the low levels in 2019. In Canada,
production is forecast to increase moderately in 2020, as
a predicted rise in yields would more than compensate for
a reduction in the area sown, with good price prospects
limiting a larger contraction in plantings.

In Europe, maize production in the European Union
(EU) is pegged at 71.0 million tonnes in 2020, broadly
stable on a yearly basis and above the 5-year average.
This reflects expected planting reductions in Hungary and
Italy, among others, that were offset by estimated acreage
increases in the main producing countries of France and
Romania, as farmers utilized land not sown to wheat due
to adverse weather at planting. Analogously, production in
the Russian Federation is expected to remain unchanged
and above average. In Ukraine, good price prospects are
behind expectations that a record area will be planted
to maize, further supported by conducive weather
conditions. As a result, production is anticipated to increase
by 3 percent to 37.0 million tonnes in 2020, which, if
realized, would be an all-time high. Production of maize in
Serbia will likely fall by 16 percent to 6.2 million tonnes,
down from the high of 2019, based on a likely return to
average yields.

In Asia, amid concerns about the impact of
COVID-19 on grain supplies, the Government of China
enacted several policies to maintain the area planted
to maize, marking a reversal of previous measures. As
a result, the country’s production in 2020 is forecast at
261.0 million tonnes, broadly unchanged on a yearly
basis. In India, following record yields in 2019, a return

Figure 3. Major maize producers
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Table 1. World coarse grain market at a glance

2018/19 2019/20 2020/21 Change:
estim. f’cast 2020/21
over
2019/20
million tonnes %
WORLD BALANCE
Production 14103 1448.1 15135 4.5
Trade' 198.1 203.7 207.9 2.1
Total utilization 14268 14298 1468.0 2.7
Food 218.1 219.5 222.4 1.3
Feed 801.1 818.0 843.7 3.1
Other uses 407.5 392.3 401.9 24
Ending stocks? 415.4 423.1 464.6 9.8
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 28.6 28.5 285 0.3
LIFDC* (kg/yr) 38.0 37.7 38.0 0.8
World stocks-to-use ratio (%) 29.1 28.8 30.5
Major exporters stocks-to- 16.1 15.9 20.1
disappearance ratio® (%)
FAO COARSE GRAIN PRICE 2018 2019 2020 Change:
INDEX (2002-2004=100) Jan-May Jan-May
2020
over
Jan-May
2019
%
156 161 150 -5.1

' Trade refers to exports based on a common July/June marketing season.

2 May not equal the difference between supply (defined as production plus
carryover stocks) and total utilization due to differences in individual country
marketing years.

3 Major exporters include Argentina, Australia, Brazil, Canada, EU, Russian
Federation, Ukraine and the United States.

4 Low-Income Food-Deficit countries.

Table 2. Coarse grain production: leading producers®

2018 2019 2020 Change:
estim. f'cast 2020 over
2019
million tonnes %

United States of America 378.3 360.8 420.9 16.6
China (mainland) 266.2 269.7 270.2 0.2
European Union 154.4 166.5 157.9 -5.2
Brazil 84.1 103.5 103.7 0.2
Argentina 50.8 63.2 62.2 -1.6
Ukraine 44.6 46.4 471 1.6
India 459 443 459 3.6
Russian Federation 36.6 42.3 42.2 -0.2
Mexico 32.8 32.3 33.0 2.2
Canada 26.3 28.6 29.3 2.5
Indonesia 25.7 26.3 26.5 0.8
Ethiopia 22.8 24.2 241 -0.5
Nigeria 21.4 21.4 19.2  -101
South Africa 13.7 12.3 16.7 35.2
Turkey 134 14.3 14.0 -1.9
Other countries 193.3 192.1 200.5 4.4
World 14103 1448.1 1513.5 4.5

* Countries listed according to their position in global production
(average 2018-2020)

to normal crop productivity levels is expected to result in
a small decline in maize production, currently forecast at
28.0 million tonnes.

In South America, where harvesting of the 2020 maize
crop has begun, prospects point to another bumper output
in the region. In Argentina, robust export demand and
high domestic prices, propelled by a weaker currency, have
induced higher plantings in 2020. Coupled with mostly
beneficial weather conditions that have boosted yield
prospects, production is expected at an above-average
level of 55.5 million tonnes, albeit slightly below the 2019
record. In Brazil, production is forecast on par with last
year's record of 100 million tonnes. The buoyant outlook
reflects favourable prospects for the main second season,
based on a price-driven expansion in plantings. Production
gains in this season are foreseen to more than recuperate
the production losses incurred in the first season, when
adverse weather sharply curtailed yields. In Paraguay,
production is forecast to decrease year-on-year slightly due
to weather-reduced yields.

In Africa, maize production is forecast to recover
strongly in South Africa, following the poor harvest in
2019. Expected to reach 16.1 million tonnes, the 2020
output would be the second highest on record, driven
by a price-induced expansion in plantings and higher
yields underpinned by beneficial rains. Production in
Malawi and Zambia is also foreseen to increase in 2020
on account of generally conducive weather conditions,
while rainfall shortages have curbed harvest prospects in
Zimbabwe, with a below-average harvest forecast for
a second consecutive year. Planting of the 2020 maize
crop is ongoing in West Africa, as well as in East Africa,
where the widespread infestation of locusts poses risks to
harvests in 2020.

The forecast for global barley production in 2020 is
pegged at 152.2 million tonnes, a decline of nearly 4
million tonnes (2.4 percent) from the all-time high output
registered in 2019. Global prospects this year have been
weighed down by expected production declines in Canada
and the Russian Federation, where lower prices are
foreseen to spur a contraction in plantings.

World sorghum production in 2020 is forecast at
57.0 million tonnes, almost unchanged from the previous
year and below average. A significant cut to Australia’s
output in 2020 due to drought conditions is likely to
be compensated by production rebounds in India,
Mexico and the Sudan.
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Figure 4. Global trade of coarse grains by type

Figure 5. Coarse grain exports: major exporters
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Continued trade expansion of coarse grains
likely in 2020/21

FAQ's first forecast for world trade of coarse grains

in 2020/21 (July/June) is pegged at just under

208 million tonnes, up 4.2 million tonnes (2.0 percent) from
2019/20, reflecting expectations of larger shipments of all
major coarse grains (maize, barley and sorghum).

Global maize trade is forecast to have a second
consecutive season of subdued growth in 2020/21 (July/
June), reaching 170 million tonnes, up 2.0 million tonnes
(1.2 percent) from 2019/20. The increase is mostly on
account of anticipated rising feed demand. An important
driver of global import demand, China’s (mainland)
purchases from world markets could rise by 3 million
tonnes in 2020/21, to 7 million tonnes, amid relatively high
domestic maize prices. Increased maize import demand in
2020/21 is expected to be met by larger shipments from
the USA, supported by ample domestic supplies from a
forecast record harvest in 2020 and low prices. The forecast
11-million tonne (25.6 percent) export recovery for the
USA in 2020/21 would compensate for expected reduced
shipments from Argentina, where higher export taxes
were imposed on maize at the end of 2019, and Brazil,
which is expected to divert more supply to domestic feed
and industrial use in 2020/21.

Forecast at 27.3 million tonnes, global barley trade in
2020/21 (July/June) is expected to surpass the 2019/20
level by 1.0 million tonnes (3.9 percent). The biggest
increase in imports stems from an 800 000-tonne addition
to the European Union (EU) to account for the imports
coming from the United Kingdom of Great Britain and
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world’s top barley importer, is also expected to increase
imports, as are the Islamic Republic of Iran, Morocco and
Tunisia, while notable import reductions are expected for
Turkey, as well as China (mainland), where greater maize
and sorghum feed-driven imports are seen to displace
barley. On the export side, Australia is also forecast to
make larger shipments in 2020/21 than in 2019/20, after

a recovery in production. However, this may be affected

by the five-year import tariff recently imposed by China,

a main destination for Australian barley. While the EU is
seen to retain its position as the top exporter of barley in
2020/21, the Russian Federation is anticipated to increase
its export share in the global market for barley.

Similar to barley trade, global trade in sorghum is
expected to expand for a second consecutive season in
2020/21 (July/June), to reach 6.8 million tonnes, an increase
of 1.3 million tonnes from 2019/20. The anticipated
expansion is driven almost exclusively by foreseen higher
imports by China (mainland), which are expected to be
most probably sourced from the USA, following China‘s
implementation of a 1-year waiver of tariffs on imports of
US sorghum as of March 2020.

UTILIZATION

Total utilization of coarse grains could recover
after a slowdown in 2019/20

Following a year of an estimated significant slowdown

in demand driven by COVID-19 and the consequential
economic downturn, world utilization of coarse grains

is forecast to rebound in 2020/21 to a new record of

1 468 million tonnes, up 38.2 million tonnes (2.7 percent)




Table 3. Top 10 maize importers

Table 4. Top 10 maize exporters

2017/18-2019/20  2020/21 Change 2017/18-2019/20 2020/21 Change
average f'cast average f'cast
million tonnes % million tonnes %
Mexico 16.7 17.5 4.6 United States of America 53.4 54.0 1.1
Japan 16.0 16.5 34 Brazil 323 335 3.8
European Union 20.6 16.5 -20.1 Ukraine 25.8 30.0 16.1
Viet Nam 8.9 12.1 35.9 Argentina 29.0 30.0 34
Korea Rep. of 10.1 11.5 13.9 Russian Federation 43 4.4 3.3
Egypt 10.2 11.0 8.1 European Union 3.4 3.5 2.4
Iran (Islamic Republic of) 9.4 10.0 6.0 Paraguay 2.2 2.5 11.8
China (mainland) 9.0 9.5 5.8 South Africa 1.9 2.2 16.8
Colombia 4.3 7.0 64.3 Serbia 2.0 2.0 2.3
Algeria 5.4 59 8.4 Myanmar 1.4 1.4 3.3

Table 5. Top 5 sorghum importers

Table 6. Top 5 sorghum exporters

2017/18-2019/20  2020/21 Change 2017/18-2019/20 2020/21 Change
average f'cast average f'cast
million tonnes % million tonnes %
China 2.9 4.0 39.9 United States of America 4.0 5.5 36.2
Japan 0.5 0.6 10.3 Ethiopia 0.5 0.5 0.0
Mexico 0.3 0.5 46.8 Argentina 0.3 0.3 4.2
Sudan 0.2 0.3 25.0 Australia 0.3 0.1 -60.5
European Union 0.5 0.3 -38.3 Sudan 0.1 0.1 0.0

Table 7. Top 10 barley importers

Table 8. Top 10 barley exporters

2017/18-2019/20 2020/21 Change 2017/18-2019/20 2020/21 Change
average f'cast average f'cast

million tonnes % million tonnes %
Saudi Arabia 7.0 7.0 -0.2 European Union 5.7 6.0 4.8
China 6.6 5.0 -24.0 Russian Federation 5.1 5.0 -1.1
Iran (Islamic Republic of) 2.9 3.5 18.8 Australia 49 45 -7.6
European Union 0.4 15 253.8 Ukraine 43 4.5 5.0
Morocco 0.6 1.3 124.9 Argentina 2.7 2.5 -6.9
Japan 1.2 1.3 5.9 Canada 2.2 1.7 -21.8
Libya 1.0 1.0 0.0 United Kingdom - 1.5 -
Jordan 0.8 0.8 0.0 Kazakhstan 1.5 1.3 -11.1
Tunisia 0.5 0.7 20.7 United States of America 0.1 0.1 -8.4
Brazil 0.6 0.5 -4.7 Uruguay 0.0 0.1 37.8

Source: FAO
Imports and exports are based on a common July/June marketing
season
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from 2019/20. The bulk of the expected rebound is likely to
be the result of an increase in maize utilization. After falling
in 2019/20 for the first time in more than two decades,
driven by COVID-19-related cuts to ethanol demand and,
to a lesser extent, feed demand, global maize utilization
in 2020/21 is expected to rebound by 33.0 million tonnes
(2.9 percent) from 2019/20, to 1 169 million tonnes in
2020/21. Total utilization of barley and sorghum is also
expected to grow in 2020/21, to 149.7 million tonnes and
57.0 million tonnes, respectively.

Industrial use of coarse grains is forecast to rebound
strongly in 2020/21, largely on expectations of a much

higher use of maize after a 5 percent plunge in 2019/20.
The bulk of the revival in industrial demand for maize

in 2020/21 is expected to come from the USA, where
COVID-19 containment-related driving restrictions nearly
halved the demand for ethanol and fuel in the country.
While the anticipated reopening of economic activity and
relaxation of movement restrictions from mid-2020 are
expected to help ethanol demand regain momentum,

maize industrial use is still seen to only partially recover in
the USA. However, if implemented, a recent proposal by

the US Environmental Protection Agency to lift the national
biofuel blend requirement in 2021 could contribute to the
recovery. In Brazil, an expected boost in maize-based ethanol
production following the increase in the biodiesel-blending
volume mandate in early 2020 suggests a likely full recovery
of industrial demand in 2020/21 from the fall in 2019/20.

In China, despite the suspension of the national 10 percent
ethanol-blend mandate, industrial demand is seen making

a near full recovery in 2020/21, driven by efforts to boost
maize-based starch production. Global barley industrial use is
also forecast to increase in 2020/21, up by 0.7 million tonnes
(1.8 percent) from 2019/20, on expectations of greater uses
in the EU and the Russian Federation.

World feed use of coarse grains is forecast to increase to
844 million tonnes in 2020/21, up nearly 26 million tonnes
(3.1 percent) from the 2019/20 level. Maize feed use
accounts for the majority of this expected annual growth,
forecast to rise by around 22 million tonnes (3.3 percent)

Figure 6. Coarse grains utilization
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in 2020/21 to 685 million tonnes. China (mainland), the
world’s largest user of maize for feed, is foreseen to increase
its maize feed utilization by 5 million tonnes (3.1 percent)

in 2020/21, following two consecutive years of decreases

as a result of significantly reduced swine herds due to the
devastating impact of African Swine Fever (ASF). A sizeable
annual growth of nearly 9 million tonnes (6.1 percent) in
maize feed use is also expected in the USA in 2020/21, after
the closure of several slaughterhouses in the country in early
2020 in response to the spread of COVID-19, which caused
a temporary slowdown in meat production. Global feed use
of barley and sorghum is also likely to increase in 2020/21.
Forecast at just over 100 million tonnes, barley feed use

is anticipated to rise by 1.7 million tonnes from 2019/20,
mostly on account of stronger use in the EU. An anticipated
increase in feed use of sorghum in China (mainland) is seen
as the main driver behind the forecast 2.6 million tonne
rise in global sorghum feed use in 2020/21, to just over
21 million tonnes.

World food consumption of coarse grains in 2020/21
is predicted to grow by approximately 3 million tonnes
(1.3 percent) from the previous season, reaching more
than 222 million tonnes. A sizeable proportion of this

Table 9. Maize use for ethanol (excluding non-fuel) in the United States

2012/13 2013/14 2014/15 2015/16 2016/17 201718 2018/19 2019/20 2020/21
estim. f'cast
Maize production 273192 351316 361136 345 506 384778 371 096 364 262 347 048 406 292
Ethanol use 117 886 130 155 132 085 132 695 137 978 142 373 136 607 125735 132 085
Yearly change (%) 1.1 10.4 1.5 0.5 4.0 3.2 -4.0 -8.0 5.1
As % of production 43.2 37.0 36.6 384 35.9 384 37.5 36.2 32.5

Source: WASDE-USDA 12 May 2020 and FAO estimates.
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Figure 7. Global maize and barley consumption
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increase is foreseen to come from Asia, which is expected
to offset a likely contraction in coarse grains consumption
in Africa. Making up the largest share of coarse grain
food consumption, total maize food consumption is
anticipated to nearly stagnate in 2020/21, reflected in

an expected stable per capita consumption in all regions
except Central America, where a small increase is foreseen,
and Africa, where a slight decrease could occur. Global
food consumption of sorghum is seen contracting

slightly for a second consecutive season, based on a likely
decrease in Africa.

STOCKS

Robust growth of world stocks of coarse
grains seen in 2020/21
World stocks of coarse grains are expected to climb to
more than 464 million tonnes by the end of seasons
in 2021, up 41 million tonnes (9.8 percent) from their
opening levels. This foreseen sizeable annual increase
would push the expected 2020/21 world-stocks-to-use
ratio of coarse grains up from 28.8 percent in 2019/20 to
30.5 percent in 2020/21, the highest level since 1999/2000.
The ratio of major exporters’ closing stocks to their
total disappearance (defined as domestic utilization plus
exports) is also set to increase, from 15.9 percent in 2019/20
t0 20.1 percent in 2020/21, pointing to a substantial
increase in global availabilities from a trade perspective.

The majority of the anticipated inventory increase
hinges on a foreseen sharp rise of at least 34 million tonnes
(9.5 percent) in global maize stocks in 2020/21, now
forecast to reach 397 million tonnes. The expected global
maize inventory expansion is largely driven by a likely record
level of maize stocks in the USA, currently projected at

86 million tonnes. If realized, the expected 31 million tonne
increase in maize stocks in thve USA would account for
90 percent of the forecast global maize inventory growth
in 2020/21. Elsewhere, maize stocks are also expected to
rise in Brazil and Argentina with forecast export declines,
on top of near-record harvests. By contrast, some maize
stock drawdowns are foreseen in China, with an expected
increase in demand for industrial use as well as feed
demand, given the prospect of a revival of the livestock
sector with a gradual recovery from African Swine Fever
(ASF). While global barley stocks are also forecast to

rise, up 2.2 million tonnes (6.6 percent) year-on-year,
sorghum inventories are seen to contract slightly, down
200 000 tonnes (2.4 percent) in 2020/21.

Figure 8. Coarse grain stocks and ratios
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Figure 9. Maize stocks and ratios
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PRICES

Domestic demand spikes and temporary
export restrictions escalate Indica price rises in
March and April

The price stability that characterized much of 2019
dissipated at the start of 2020, when international rice
prices assumed a steady upward direction. Measured by the
FAO All Rice Price Index, quotations rose by 12.7 percent
in the first 5 months of 2020, placing the May value of

the Index at 249.8 points. Prices of the most-widely traded

Figure 1. FAO all rice price index
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Indica varieties drove the increase, rising by 18-21 percent
over this period, while subdued Near Eastern demand

and competition among exporters capped Japonica and
Aromatic price increases at 5-9 percent. In the Indica
segment, prospects of weather-diminished availabilities

in some exporters, chiefly Thailand and the USA, lent

initial support to prices. Sudden increases in domestic
demand, as various suppliers entered COVID-19 lockdowns,
compounded this strength in March, as did temporary
export restrictions put in place by some exporting countries,
most notably Viet Nam. As these measures coincided with

Figure 2. Export prices of higher-quality Indica rice
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a considerable slowdown of Indian shipments caused

by logistical bottlenecks, the supply concerns that they
raised spurred a rapid advance in quotations. These export
restrictions proved short-lived, nevertheless, being eased if
not fully repealed by May. This has since precipitated sharp
drops in Thai quotations, although lingering large price
differentials with Thailand, as well as purchases by Filipino
and Malaysian buyers, have rendered Indica quotations in
India, Pakistan and Viet Nam more resilient to falls.

PRODUCTION

Asia to spearhead a 1.6 percent global
production recovery
The 2020 season was well advanced along and south of
the Equator when the COVID-19 outbreak was declared
a pandemic in early March. At the time, main crops in
these countries were about to enter or were already at
the harvest stage, having endured a difficult climatic start
of the season. Although no major disruptions to harvest
operations have been reported as a result of the pandemic,
the not-so conducive growing climate at planting time,
combined with tight producer margins, have dampened
prospects that 2020 production in the southern hemisphere
would recover from the disappointing 2019 outcome.
However, much of the season’s production success
hinges on developments in the northern hemisphere,
where close to 90 percent of world output originates and
where the 2020 season is just beginning. Climatic forecasts
predicting a more normal unfolding of the summer rains
relative to last year’s El Nifo-influenced patterns tend to
buoy prospects for this part of the world, which has also
seen governments launch a series of measures to mitigate

Figure 3. Global paddy production and area
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the adverse impacts that the pandemic could have on the
sector. Combined, these factors are forecast to lift global
rice production to 508.7 million tonnes (milled basis) in
2020, up 1.6 percent from the 2019 reduced level, and an
all-time record high.

Asia is predicted to spearhead the recovery in 2020
production, with a total harvest of 456.7 million tonnes,
up 1.3 percent from 2019. Increases in the Lao People’s
Democratic Republic, Myanmar, Pakistan and
Thailand, where crops were hindered by unconducive
weather last year, would drive this rise, while prospects are
also positive for Cambodia, the Republic of Korea, Japan
and Sri Lanka. In India, expectations of a record 2020
harvest are bolstered by forecasts of a normal monsoon,
which could facilitate a Kharif recovery in northeastern
states impacted by suppressed rains last year. Moreover,
enduring producer price support by the Government is
likely to keep rice-planting incentives strong throughout
the country. Steps have also been taken to attenuate the
impact of potential labour shortages in northwestern states
by advancing plantings or encouraging direct seeding
and greater mechanization, which may mitigate potential
shortfalls in these areas. In February, China (mainland)
approved the first increase in government purchase prices
of Indica paddy in six years, seeking to revive double-
cropping and stabilize grain output. As the move is
anticipated to boost production from the early and late
crops, China (mainland) is predicted to see its first output
expansion in three years this season. On the other hand,
growth prospects in Bangladesh, the Philippines and
Viet Nam are tempered by unattractive producer margins
or, in the case of Viet Nam, by drought and saltwater
intrusion. In all cases, however, output falls are expected to
be averted by intensified state input assistance in response
to the COVID-19 outbreak, and/or by increased secondary
and tertiary crops stimulated by a rebound in producer
prices. The outlook is more negative for Indonesia,
which is forecast to see erratic rains and delayed plantings
lower output below the already reduced 2019 level.
Insufficient water supplies for irrigation are also behind
expected production falls in Afghanistan, Malaysia and
Turkey, while delays in fertilizer distribution cloud the
outlook for Nepal.

Africa could raise output by 3.2 percent in 2020 to
24.8 million tonnes. The bulk of 2020 main crops have
already been gathered in Southern and Eastern Africa,
where generally more conducive rains than in 2019 aided
crop development. Although flooding problems impacted
crops in Kenya and Rwanda and are leading to somewhat
lower output expectations for Madagascar, a sizeable
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Table 1. World rice market at a glance

2018/19 2019/20 2020/21 Change:
estim. f’cast 2020/21
over
2019/20
million tonnes, milled equivalent %
WORLD BALANCE
Production 506.3 500.6 508.7 1.6
Trade ' 441 44.9 47.6 6.2
Total utilization 499.9 502.0 510.0 1.6
Food 408.2 4133 420.0 1.6
Ending stocks? 184.6 183.4 182.0 -0.8
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 53.5 53.6 53.9 0.6
LIFDC (kg/yr) 64.2 64.9 65.7 1.3
World stocks-to-use ratio (%) 36.8 36.0 35.3
Major exporters stocks-to- 22.6 251 25.1
disappearance ratio® (%)
FAO RICE PRICE INDEX 2018 2019 2020 Change:
(2002-2004=100) Jan-May Jan-May
2020
over
Jan-May
2019
%
224 224 237 6.6

T Calendar year exports (second year shown).

2 May not equal the difference between supply (defined as production plus
carryover stocks) and total utilization due to differences in individual country
marketing years.

3 Major exporters include India, Pakistan, Thailand, the United States and
Viet Nam.

Table 2. Rice Production: leading producers*

2018 2019 2020 Change:

f.cast 2020

over

2019

million tonnes, milled equivalent %

China (mainland) 145.3 143.6 144.2 0.4
India 116.5 117.9 119.2 1.1
Bangladesh 36.4 36.9 36.9 -0.2
Indonesia 37.9 35.0 34.6 -1.1
Viet Nam 28.6 28.2 28.3 0.3
Thailand 21.4 18.8 21.4 13.7
Myanmar 15.7 15.4 15.8 3.1
Philippines 12.2 12.3 12.4 0.9
Brazil 8.2 7.1 7.4 3.9
Pakistan 7.2 7.2 7.9 10.1
Japan 7.4 7.4 7.4 0.7
United States of America 7.1 5.9 6.9 17.1
Cambodia 6.5 6.5 6.6 1.5
Nigeria 5.0 5.1 5.1 1.0
Egypt 2.8 4.6 5.0 7.6
World 506.3 500.6 508.7 1.6

* Countries listed according to their position in global production
(average of 2018-2020).
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recovery is forecast for the United Republic of Tanzania,
where production also benefited from state input subsidies
and efforts to expand irrigation coverage. The outlook is
also positive for Egypt, where the enduring profitability

of rice compared with alternatives is expected to lead to
area limits being exceeded again, while the adoption of
water-conserving high-yield varieties should boost yields.
In Western Africa, the bulk of the 2020 plantings begins in
June, although the season started as early as March/April
in a few producing countries, such as Guinea, Liberia,
Sierra Leone and parts of Nigeria. In these areas, the
planting window stretches into June if not July, providing
scope for initial delays to be compensated where COVID-19
quarantines disrupted activities. Still, the adverse impact of
planting delays and/or reduced input availability dampen
overall yield expectations for West Africa, partly eclipsing
gains from continued strong government support and

firm prices. Within the subregion, Cote d’lvoire, Senegal
and Sierra Leone are forecast to raise output in 2020,
but declines could take place in Benin, Guinea and Mali,
while Nigeria may see little production progress for the
third straight year.

After declining to a 9-year low in 2019, aggregate rice
output in Latin America and the Caribbean is predicted to
stage a partial recovery of 2.4 percent in 2020, to reach
17.9 million tonnes. High production costs caused South
American plantings to contract once again this season,
being compounded by rain-induced planting delays.
Nevertheless, conducive temperatures and sunshine
countered these falls, helping output to expand in
Argentina, Brazil and Paraguay, while limiting shortfalls
in Uruguay. Cuba and Peru are also envisaged to see
some output upturns in 2020, although the recovery
in Cuba may be limited by heightened shortages of
basic inputs and machinery, while in Peru, low reservoir
water levels in important producing regions could rule
out a strong advance. On the other hand, attractive
producer prices and/or more normal precipitation may
drive expansions in Ecuador, Colombia, the Dominican
Republic, Guyana and Mexico, compensating for
anticipated reductions in Bolivia (Plurinational State of),
Haiti, Chile and Venezuela.

In the other regions, low water allocations and high
water prices kept plantings in Australia close to 12-
year lows, which combined with yield losses, is likely to
translate into an 11.3 percent lower harvest relative to the
2019 dismal outcome of 40 600 tonnes. Little change is
predicted for the 2020 harvest in Europe, as a somewhat
larger European Union (EU) crop, underpinned by price-
led expansions in Italy and Greece and a yield-recovery in
Portugal, could be offset by a contraction in the Russian




Federation triggered by tight water availabilities for
irrigation. By contrast, the United States of America
(USA) production is seen rebounding by 17.1 percent to
6.9 million tonnes in 2020, on improved producer margins
and fewer weather disruptions at planting time.

TRADE

A timid 2020 trade recovery to be followed by
robust growth in 2021

International rice flows have progressed sluggishly so far
this year, first held back by generally subdued Asian and
African demand, then by a rapid increase in international
prices and quarantine-related logistical constraints. Heading
towards the third quarter of the year (a traditionally
seasonally tight period that precedes the arrival of fresh
northern hemisphere harvests), prospects of import

pace regaining much momentum are dampened by the
economic impacts that the pandemic and slide in petroleum
prices could have on demand in price-sensitive markets.
Where cross-border exchanges also play an important trade
role, for instance in the Greater Mekong and Western and
Eastern African subregions, border shutdowns, heightened
surveillance and fear of contagion are also tempering trade
expectations. As a result, a total of 44.9 million tonnes are
forecast to be traded across the world over the full course
of 2020 (January-December), implying an 800 000-tonne
increase from the 2019 depressed level.

Among Asian and African buyers, Cote d’lvoire,
Malaysia, the Philippines, the Republic of Korea, Saudi
Arabia, Senegal, Turkey and the United Arab Emirates
(UAE) may raise their purchases in 2020, although
Indonesia could witness the largest import increase, as
greater market intervention needs by the Government,
in the context of the COVID-19 outbreak and successive
production contractions, could sway officials to recur to
imports to reconstitute reserves. Most of these foreseen
import gains are, however, expected to be offset by cuts in
China (mainland), Egypt, Ghana, the Islamic Republic
of Iran, Iraq and Viet Nam, owing to good domestic
harvests. Sizeable state stockpiles may also help meet
expanded distribution requirements in Bangladesh and Sri
Lanka, thereby limiting import needs by these countries.

In the case of Nigeria, foreign exchange constraints,
coupled with border closures instated last August and since
extended, could result in a 16 percent slide in 2020 imports
to 1.9 million tonnes.

Elsewhere, imports are expected to continue growing in
2020, partly aided by tariff cuts or suspensions. In Europe,
this is the case in the Russian Federation, but also in
the EU and the United Kingdom of Great Britain and

Figure 4. Rice imports by region
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Northern Ireland (UK)." In the latter two, strong demand
for fragrant varieties, cuts to non-basmati husked rice
tariffs, as well as scheduled reductions to safeguard duties
on imports under the Everything-but-Arms Agreement, are
all expected to underpin purchases. In the Americas, strong
aromatic demand is likewise set to sustain record-breaking
US imports, while Bolivia (Plurinational State of),
Haiti, Mexico, Peru and Venezuela are all anticipated
to purchase more to compensate for production cuts or
supply limitations. This would help to offset currency-led
cuts anticipated in Brazil, as well as smaller deliveries to
Canada and Costa Rica.

Among suppliers, the export outlook is most favourable
for India, which may ship 10.8 million tonnes in 2020,
up 10.5 percent from 2019, with its ample exportable
availabilities permitting it to maintain a competitive edge
over other origins. China (mainland) too is forecast to
step up sales to some 3.2 million tonnes, consolidating
its position as a net rice exporter and rivalling the US for
the title of the fifth-largest global rice exporter. Indeed,
despite strong demand from its traditional markets, a
sharp production shortfall is set to curb US capacity to
expand 2020 exports by a significant margin, much like
Pakistan and Uruguay. However, supply tightness may
be most detrimental to 2020 exports by Thailand, which
could slide to a 7-year low of 7.0 million tonnes, due to
lack of competitiveness. Shipments are also forecast to
fall for Australia, Brazil and Myanmar, with deliveries
by the latter kept in additional check by monthly quotas
instituted in May. In the case of Cambodia and Viet
Nam, given the swift repeal of export restrictions officially
put in place earlier this year, expectations that their
documented shipments will continue to grow remain
unscathed. However, the export outlook is less positive on
the unofficial cross-border front, due to heightened border
controls and reduced demand from China (mainland)
and the Lao People’s Democratic Republic. This could
keep overall Vietnamese shipments just under the 7.2
million tonne level of 2019, and those of Cambodia at
1.5 million tonnes.

Although subject to much uncertainty at this stage,
global trade in rice in 2021 is preliminarily pegged at
47.6 million tonnes, up 6.2 percent from 2020. Anticipated
ample exportable availabilities should support the predicted
expansion, translating into more attractive international
prices that could stimulate demand. In this context,

' Although the UK left the EU on 1 February 2020, a move reflected in the
statistical tables, which list the UK separately from the EU as of 2020/21, the
UK will continue to be part of the EU customs union, with EU/third-party trade
agreements also applying to the UK, until 31 December 2020, the end of the
transition period.
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aggregate African imports are seen expanding for the first
time in four years in 2021, with purchases also forecast to
increase in all other regions, except Asia. The rekindling

of African demand could benefit the most exports by
Thailand and India, although Pakistan, the USA and Viet
Nam are all expected to expand their sales, while Chinese
exports remain substantial.

UTILIZATION

Rising Asian food intake to lift global rice use
to a fresh peak in 2020/21

Underpinned by plentiful supplies, world rice utilization is
forecast to expand by 1.6 percent in 2020/21 to a fresh
peak of 510.0 million tonnes. Food use would account
for much of this growth, increasing by 1.6 percent from
2019/20 to 420.0 million tonnes. This would put per capita
food intake at 53.9 kg, up 0.6 percent year-on-year. As in
2019/20, Asia is envisaged to drive the food-use expansion,
since in addition to population growth, the implementation
of state assistance programmes geared towards enhancing
access to rice by vulnerable consumers could further boost
intake. This would especially be the case in countries such
as Bangladesh, Indonesia and particularly India, where
ample state reserves may encourage officials to extend

the duration of expanded publicly-subsidized distribution
schemes or open market sales launched in the context of
the COVID-19 pandemic. Nevertheless, some production
growth, complemented by greater imports, could also help
intake in Africa to regain momentum, possibly surpassing
population growth for the first time in three seasons.

Little change in food-use patterns is expected for all

Figure 7. Global closing stocks and stocks-to-use
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other regions. On the other hand, non-food uses? could
absorb 1.5 percent more than in 2019/20, for a total of
90.0 million tonnes, with this increase largely reflecting
higher post-harvest losses in proportion to anticipated gains
in global output.

STOCKS

Sizeable Chinese reserves and continued build-
ups in the major rice exporters to keep global
stocks high

Global rice reserves at the close of 2020/21 marketing
years are anticipated to edge down by 0.8 percent to
182.0 million tonnes. Yet, at this level, global carry-

overs would stand at the third highest on record and be
sufficient to cover more than four months of use. This
would result in the global stocks-to-use ratio remaining
at a lofty level of 35.3 percent in 2020/21, compared to
36.0 percent in 2019/20.

The relative abundant stock outlook hinges on
expectations that reserves held by China (mainland) would
remain over the 100 million-tonne mark for a fifth straight
season, even if efforts to ease pressure on state granaries,
namely through enhanced releases of state stocks, could
trim these by 2.3 percent to 100.8 million tonnes. In
addition to this, current prospects point to aggregate
rice stocks in the rest of the world expanding for the
third successive season to some 81.2 million tonnes. This
growth would be primarily on account of an expected
4.2 percent increase in stockpiles held by the five major
rice exporters,® as a group, to 46.0 million tonnes. If
confirmed, this would mark a seven-year stock high for the
group, notwithstanding expectations of disappearance’
growing in the major exporters by an above-average rate
of 4.6 percent in 2020/21. Within the group, Thailand
is expected to see the largest stock increase, of close to
16.8 percent, to 6.6 million tonnes, due to a rebound in
output and heightened competition for export markets.
Under similar conditions, US stocks could stage a
37 percent annual upturn to 1.3 million tonnes, while large
public local acquisitions raise reserves held by India to an
all-time high of 34.3 million tonnes.

Elsewhere, Brazil, the Republic of Korea, Japan, the
Philippines, Saudi Arabia, Sierra Leone, Sri Lanka and
the United Arab Emirates are all predicted to close their
respective seasons with greater rice reserves. By contrast,
with little to no domestic production growth anticipated

2 Encompassing feed, seed, post-harvest losses and industrial uses.
3 India, Pakistan, Thailand, the USA and Viet Nam.
4 Defined as the sum of domestic utilization and exports.

this season and limited imports, Bangladesh, Indonesia and
Nigeria may need to recur to stock drawdowns to meet
their consumption needs for a second successive year.

Figure 8. Stocks held by the five major rice

exporters and stocks-to-disappearance ratio
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OILCROPS, OILS AND MEALS'
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PRICES?

In 2019/20, prices of oilseeds and oilseed
products retreat after initial gains
After lingering at multi-year lows during the 2018/19
season (October/September), international prices of
oilseeds and derived products firmed in the first half
of 2019/20. However, since February 2020, worldwide
coronavirus (COVID-19) outbreaks generated considerable
market uncertainty, prompting marked price retreats.
Notwithstanding, in May 2020, FAQ's price indices for
oilseeds and oilmeals fared, respectively, 3.8 percent and
3.6 percent higher than their year-earlier levels, while the
vegetable oils index stood only 0.5 percent above its value
in the corresponding period of 2019.

The fresh gains in oilseeds prices at the beginning
of the 2019/20 season primarily reflected protracted

T Almost the entire volume of oilcrops harvested worldwide is crushed to obtain
oils and fats for human nutrition or industrial purposes, and to obtain cakes
and meals that are used as feed ingredients. Therefore, rather than referring to
oilseeds, the analysis of the market situation is mainly undertaken in terms of
oils/fats and cakes/meals. Production data for oils and meals are derived from
domestic production of the relevant oilseeds in a specific year, i.e. they do not
reflect the outcome of actual oilseed crushing in a given country and period.
Regarding oilseed trade, situations where oilseeds are produced in one country
but crushed in another are reflected in national oil/meal consumption figures. It
is important to note that data on trade in oils (meals) refer to the sum of trade
in oils (meals) plus the oil (meal) equivalent of oilseeds traded. Similarly, stock
figures for oils (meals) refer to the sum of oil (meal) stocks plus the oil (meal)
equivalent of oilseed inventories.

~

For details on prices and corresponding indices see statistical appendix,
table 24.
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trade frictions between the USA and China, until the

two countries signed the long-awaited ‘Phase One’

trade agreement in January 2020. Unfavourable weather
conditions in pockets of South America and the EU also lent
support to international prices, notably of soybeans and
rapeseed. Entering into 2020, the worldwide outbreak of
COVID-19 resulted in volatile market conditions. Temporary
lockdowns imposed across the world to contain the spread
of the disease cast doubts on global demand prospects,
which, combined with uncertainties over China’s future

Figure 1. FAO monthly international price
indices for oilseeds, vegetable oils and meals/cakes
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Figure 2. FAO monthly price index for oilseeds
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purchases of US soybeans and reports of improved harvest
conditions in South America, resulted in a contraction in
international oilseed prices, led by soybean. Interestingly,
FAO's price index for oilmeals showed prolonged strength
relative to oilseeds, mainly tied to tightening supplies out
of Argentina on COVID-19-related logistics constraints,
as well as the prospect of rising feed demand in China,
stemming from ongoing efforts to rebuild the country’s
hog herds. Eventually, however, during April 2020, world
soymeal prices registered a pronounced contraction, caused
by weakening feed demand in the USA, where a number
of meat processing plants were forced to shut down to
contain the spread of COVID-19.

With regard to prices of vegetable oils, international
quotations appreciated considerably until January
2020, mainly reflecting firmer palm oil values. On the
supply side, global palm oil production prospects were
undermined by both low fertilizer applications and
persistently dry conditions in key growing regions of
Indonesia and Malaysia in 2019, while on the demand
side, the implementation of higher blending mandates in
Indonesia from January 2020 coincided with robust global
import demand. However, vegetable oils quotations fell
sharply from February 2020 onwards. Besides decreases in
global food and non-food uses stemming from COVID-19
lockdowns, prices have also been impacted by plunging
mineral oil values. The resulting changes in relative prices
discouraged discretionary blending of vegetable oils into
diesel fuel and affected the implementation of higher
admixture mandates in Malaysia and Indonesia.

OILSEEDS

2019/20 oilseed production to decline from the
preceding season’s record
Falling short of the record-high output recorded in
2018/19, global oilseed production in 2019/20 is estimated
at 584.3 million tonnes. The drop primarily reflects reduced
yields as well as smaller harvested areas in several key
producing countries following unfavourable weather
conditions. Year-on-year declines concern, in particular,
soybeans and rapeseed, whereas production gains are
registered for sunflower seed and groundnut.

Global soybean production is pegged at
337.9 million tonnes, down markedly from last season’s
all-time high. In the northern hemisphere, production levels
are set to fall across all major producing nations except
China, where supportive policy measures continued to
incentivize area expansion. The crop in the USA is reported
at 96.8 million tonnes, marking the lowest level in the
past six years. In addition to reduced plantings following
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Table 1. World production of major oilcrops

2017/18 2018/19 2019/20 Change
est. f'cast 2019/20
over
2018/19
million tonnes %
Soybeans 345.1 365.6 337.9 -7.6
Rapeseed 75.9 73.1 69.2 -5.2
Cottonseed 44.6 43.4 42.6 -2.0
Groundnuts (unshelled) 423 40.7 42.4 4.1
Sunflower seed 50.3 53.6 56.7 5.8
Palm kernels 17.5 18.1 18.2 0.4
Copra 5.8 6.0 5.5 -8.2
Total 581.5 600.5 572.5 -4.7

Note: The split years bring together northern hemisphere annual crops harvested
in the latter part of the first year shown, with southern hemisphere annual crops
harvested in the early part of the second year shown. For tree crops, which are
produced throughout the year, calendar year production for the second year
shown is used.

excessive wet weather during the sowing window,
unfavourable growing conditions led to lower yield levels.
In the case of India, soybean output fell on account
reduced yields following untimely rainfall. In Canada and
Ukraine, output dropped on both lower sowings and a
return to average yield levels. In the southern hemisphere,
Brazil is seen harvesting a record crop, as an increase in
harvested area is expected to offset subdued yield levels. By
contrast, production in Argentina is anticipated to decline,
because of contractions in both area and yields.

With respect to rapeseed, global production is
prone to decline for the second consecutive season to
69.2 million tonnes, led by the world’s top two producers,
the EU and Canada, where partial yield recoveries were
insufficient to compensate for continued area contractions.
On the other hand, outputs in China and Ukraine
continue expanding, due to both area increases and better
yields, while, in Australia, production could marginally
recover amid productivity improvements.

Global sunflower-seed production is seen reaching
a record high of 56.7 million tonnes on the back of
continued output growth in Ukraine and the Russian
Federation, where yields reached new highs, thanks to
favourable weather conditions. In the EU, production
remained close to last year's near-record level, as gains in
harvested area were mostly offset by reduced productivity
due to overly dry growing conditions. By contrast, crops
in China and Argentina are estimated to decrease
moderately, primarily tied to contractions in plantings.

As for groundnut, global output is anticipated to recover
from last season’s reduced level, setting a new record of
42 .4 million tonnes. The year-on-year rebound mainly
reflects a full recovery of production in India, where yield
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improvements more than offset a drop in area. Harvests
in China, the world’s top producer, continued to expand,
while the crop in the USA stalled at last season’s level.

OILS AND FATS?

World oils/fats production to contract in
2019/20
The above oilcrop forecasts are expected to translate into
a modest year-on-year contraction in oils/fats production
to 235.4 million tonnes, down 2.3 percent from the record
level registered in 2018/19. With regard to individual ails,
marked declines in soy, rapeseed and, to a lesser extent,
copra, cottonseed, olive and fish oils are anticipated to
outweigh gains in palm, sunflower-seed and groundnut oil
output. As for palm oil, global output is forecast to rise only
fractionally, tied to protracted dry conditions in the latter
half of 2019 across the main growing regions of Southeast
Asia and reduced fertilizer applications by producers. While
production in Indonesia is anticipated to expand at a
slower pace, output in Malaysia is seen declining year-on-
year, as several large oil-palm plantations were forced to
shut down temporarily to contain the spread of COVID-19,
thereby disrupting harvesting activities in the world’s
second largest producer. In the case of soyoil, sizeable
production drawdowns are expected in the USA and
Argentina, mirroring their reduced soybean harvests.
Global oils/fats supplies, which comprise 2018/19 carry-
out stocks, are forecast to decline by around 2.5 percent
year-on-year. Lower domestic availabilities are expected in

3 This section refers to oils from all origins, which — in addition to products
derived from the oilcrops discussed under the section on oilseeds — includes
palm oil, marine oils and animal fats.
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Table 2. World oilcrops and product market at

a glance

2017/18 2018/19 2019/20 Change:
estim. f'cast 2019/20
over
2018/19
million tonnes %
TOTAL OILCROPS
Production 593.1 612.3 584.3 -4.6
OILS AND FATS'
Production 236.3 241.0 235.4 -2.3
Supply? 273.4 281.3 2743 -2.5
Utilization® 229.5 242.2 240.9 -0.6
Trade* 126.3 132.0 131.1 -0.7
Global stocks-to-use ratio (%) 17.6 16.1 141
Major exporters stocks-to-
disappearance ratio (%)° 12.0 12.4 10.8
MEALS AND CAKES®
Production 153.1 158.7 149.2 -6.0
Supply? 184.1 189.0 181.9 -3.8
Utilization? 151.5 153.9 155.3 0.9
Trade* 98.1 98.7 100.0 1.2
Global stocks-to-use ratio (%) 20.0 21.2 17.6
Major exporters stocks-to-
disappearance ratio (%)’ 12.4 15.4 11.9
FAO PRICE INDICES 2018 2019 2020 Change:
(Oct-Sept) Oct-May Oct-May 2020
(2002-2004=100) over
Oct-May 2019
%
Qilseeds 152 142 145 1.6
Oilmeals/cakes 182 159 162 0.9
Vegetable oils 154 130 148 14.8

Note: Refer to footnote 1 on page 30 for overall definitions and methodology.
Includes oils and fats of vegetable, animal and marine origin.

Production plus opening stocks.

Residual of the balance.

Trade data refer to exports based on a common October/September
marketing season.

Major exporters include Argentina, Brazil, Canada, Indonesia, Malaysia,
Ukraine and the United States.

All meal figures are expressed in protein equivalent; meals include all meals
and cakes derived from oilcrops as well as meals of marine and animal origin.
Major exporters include Argentina, Brazil, Canada, India, Indonesia, Malaysia,
Paraguay, the Russian Federation, Ukraine, Uruguay and the United States.

2w oN -

several producers, notably China, the EU, Malaysia and
the USA, largely reflecting output reductions. By contrast,
supplies in Brazil and Indonesia would increase marginally,
with production gains more than offsetting drops in
opening stocks.

Growth in oils/fats consumption seen stalling
in 2019/20

Global consumption of oils/fats is forecast to stagnate in
2019/20, trailing just behind the record level registered

in 2018/19. Contractions in uptake are expected for
rapeseed oil and, to a lesser extent, palm and soybean oils,
which would outweigh moderate increases in sunflower,
palm kernel and groundnut oil utilization. It is important

to note that the full impact of the COVID-19 pandemic
on demand remains uncertain. More pronounced and
protracted repercussions than currently anticipated
cannot be excluded.

As a group, developing countries in Asia could see their
oils/fats consumption stalling at last season’s level, with
year-on-year drops in China, India and Malaysia offset
by modest growth in Indonesia. Elsewhere, decelerated
growth is expected in Brazil, whereas oils/fats uptakes in
the EU and USA are anticipated to decline.

Besides setbacks in food consumption and other
traditional uses stemming from coronavirus-related
economic impacts, demand from the biofuel sector is also
expected to plunge. While temporary lockdowns across
the world (to contain the spread of COVID-19) weighed on
demand of all types of fuel, sharply lower mineral oil prices
also took a toll on the use of oils/fats as fuel feedstock,
as the change in relative prices discouraged discretionary
blending. In the EU, eroding biodiesel demand is expected
to dampen both consumption of locally produced rapeseed
oil and imports of soyoil-based biodiesel from Argentina.

Moreover, due to the reduced competitiveness of biodiesel,
the Government of Malaysia recently decided to suspend
the ongoing implementation of higher national blending
mandates for palm oil-based diesel, while actual biodiesel
admixture levels could also be affected in Indonesia.

Global inventories of oils/fats likely dropping
to multi-year lows

Based on the foreseen modest shortfall of production
relative to global utilization, world ending stocks (including
the oil contained in stored oilseeds) in 2019/20 are
forecast to fall to a 7-year low of 34 million tonnes.

Figure 6. World stocks and ratios of oils/fats (in-

cluding the oil contained in seeds stored)
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Commodity-wise, inventories of soy, palm and rapeseed
oils are all expected to see a year-on-year drop, whereas
sunflower oil reserves could climb to a record, due to fresh
production gains.

Among the main stockholding countries, inventory
drawdowns are forecast for the USA, China, the EU and,
to a lesser extent, Argentina, Canada and Malaysia. Only
Indonesia could see a marginal build-up of stocks, amid
continued output growth and subdued export prospects.

Based on the above forecasts, the global stocks-to-
use ratio for oils/fats would decline to a multi-year low in
2019/20, while the stocks-to-disappearance ratio for the
major exporting countries* would remain within the range
observed in recent years.

Expansion in global oils/fats trade could come
to a halt

After growing steadily for the past couple of decades,
international trade in oils/fats is forecast to contract slightly
in 2019/20, amounting to 131.1 million tonnes (including
the oil contained in traded oilseeds). The anticipated

drop mostly reflects a likely decline in palm oil sales,

tied to sluggish demand from major importing countries
amid narrowing price spreads versus competing soft oils.
Conversely, soy and sunflower oil transactions are expected
to rise to new highs, while global trade in rapeseed oil is
seen stalling at last season’s level, due to the anticipated
weakening of global demand, especially from biodiesel
producers. As a result, the market share of palm oil is set to
drop slightly, though palm oil would maintain its position as
the leading traded oil.

4 Argentina, Brazil, Canada, Indonesia, Malaysia, Ukraine and the United States.

Figure 7. Total oils/fats imports by region or major

country (including the oil contained in seed imports)
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Figure 8. Oils/fats exports by major exporters

(including the oil contained in seed exports)
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On the import side, lacklustre demand is expected to
dent purchases by the EU and India, the world’s second
and third largest oils/fats importers. By contrast, imports by
China, the world’s top buyer (including the oil contained
in oilseed imports), are seen expanding in 2019/20,
underpinned by a rebound in soybean purchases.

Regarding exports, forecasts of lower shipments from
Indonesia, Malaysia and Argentina are forecast to
outweigh sales increases by Brazil, the USA and, to a
lesser extent, Ukraine and the Russian Federation. While
Indonesia’s and Malaysia’s palm oil shipments are prone to
trail behind last season’s record levels due to deteriorating
import demand, Argentina’s exports are anticipated to
shrink on reduced domestic availabilities. On the other
hand, rising import demand for soyoil — thanks to the
oil's improved price competitiveness relative to palm oil —
should allow shipments from Brazil and the USA to rise,
while deliveries by Ukraine and the Russian Federation
are seen climbing to unprecedented levels, underpinned
by abundant domestic supplies of competitively priced
sunflower oil.

MEALS AND CAKES?

Global meals/cakes production to contract
strongly in 2019/20

After rising three years in a row, global meals/cakes
production in 2019/20 is expected to contract markedly to
348.9 million tonnes (expressed in product weight), down
around 6 percent year-on-year. Soymeal would account

> This section refers to meals from all origins. In addition to products derived
from the oilcrops discussed under the section on oilseeds, fish meal and meals
of animal origin are included.




Figure 9. Global production and utilization of

meals/cakes (in protein equivalent)
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for most of the decline, primarily linked to sharply lower
soybean production in the USA.

Conversely, global meal/cake supplies are forecast to
decrease by only 3.7 percent, due to large carry-in stocks.
Domestic availabilities are expected to contract in the USA,
China, Argentina and, to a lesser extent, the EU, Canada
and India, mostly as a result of reduced harvests — except
for China, where supplies would fall on account of low
opening stocks. By contrast, supplies in Ukraine and the
Russian Federation are forecast to grow, supported by
both production gains and sizeable carry-over inventories
at the beginning of the season. In Brazil, multi-year low
opening stocks are expected to limit supply growth.

Global meals/cakes consumption to continue
growing at a below-average rate

After the slowdown in growth of meals/cakes consumption
observed last season, expansion in global uptake is forecast
to decelerate further in 2019/20, largely attributable to
lower global supplies and repercussions from the worldwide
spread of COVID-19.

In the USA and Brazil, utilization is set to grow at
below-average rates, while modest contractions are
expected in the EU and Argentina. In the USA, to contain
the spread of COVID-19, several meat processing plants
were forced to temporarily suspend their operations, which
resulted in reduced feed demand. By contrast, a rebound
in utilization is envisaged for China, where national hog
herds are being rebuilt after the decimation caused by
African swine fever. In addition, attractive feeding margins
may prompt shifts towards feed rations with higher
protein content, further stimulating demand for meals/
cakes in China.

Global meals/cakes inventories could drop
significantly in 2019/20

With meals/cakes consumption anticipated to surpasses
global production, end-of-season stocks (including the meal
contained in seed stocks) are forecast to drop substantially
to about 62 million tonnes in 2019/20, marking the lowest
level since 2013/14. Reserves of the world's leading protein
meal — soymeal — are set to decline, while inventories of
rapeseed, sunflower seed and other meals would also fall.

The most pronounced drawdown is envisaged in the
USA, where a sharply lower soybean harvest, combined
with firm consumption, is expected to result in a release
of one-third of the country’s inventories. Stock disposals
are also likely in Argentina, Brazil, Canada and the
EU, whereas China is seen replenishing its reserves,
underpinned by rising meal production, following a
rebound in soybean imports.

Based on the above forecasts, both the global stocks-
to-use ratio and the stocks-to-disappearance ratio for the
major exporters® would drop compared to last season,
which explains the rise in international meal prices observed
in the first half of the current season.

Global meals/cakes transactions set to expand
at a subdued rate

International trade in meals/cakes (including the meal
contained in traded oilseeds) is expected to continue
expanding at a subdued rate in 2019/20. While trade
transactions of soybean and rapeseed meal could recover
somewhat from last year, the pace of expansion would

6 Argentina, Brazil, Canada, India, Indonesia, Malaysia, Paraguay, the
Russian Federation, Ukraine, the United States and Uruguay.

Figure 10. World stocks and ratios of meals/cakes
(in protein equivalent and including the meal

contained in seeds stored)
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Figure 11. Total meal/cake imports by region or
major country (in protein equivalent and including

the meal contained in seed imports)
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Figure 12. Meal/cake exports by major exporters
(in protein equivalent and including the meal

contained in seed exports)
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still fall behind the levels recorded in recent years. Only
transactions of sunflower-seed meal are forecast to see a
sizeable increase, supported by abundant global supplies
and firm import demand.

On the import side, meal purchases by China, by far
the world’s largest importer and consumer, are envisaged
to rebound strongly (after last season’s sharp drop), due
to both the ongoing reconstitution of hog inventories and
potential shifts towards high-protein animal feed formulas.
On the other hand, in the EU, as well as in Thailand, Viet
Nam and a few other Southeast Asian nations, purchases
are seen stalling or contracting, largely tied to sluggish
demand in the aftermath of COVID-19 outbreaks.
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With regard to exports, shipments from Brazil are
anticipated to climb to an all-time high in 2019/20, fueled
by a pronounced depreciation of the national currency,
further consolidating the country’s position as the world’s
leading meal supplier (including the meal contained
in seed exports). By contrast, deliveries from the USA
and Argentina could contract on the back of reduced
soybean crops. In the case of Argentina, exporters also
faced temporary disruptions at ports due to COVID-19-
related lockdown measures. Noticeably, consignments from
Ukraine and the Russian Federation may raise to new
highs, aided by large domestic sunflower-seed supplies
amid robust global import demand.

2020/21 PRODUCTION OUTLOOK

With the 2019/20 season still ongoing, it is very early to
make concrete world supply and demand projections for
2020/21. At present, only limited information is available
regarding the new crops in northern hemisphere countries,
where plantings are currently under way, while in the
southern hemisphere, sowings will only commence in the
last quarter of 2020. In view of somewhat higher oilseed
prices, total plantings could see a modest expansion,
which, assuming normal growing conditions, should lead
to a rebound in global oilseed output in 2020/21, to
possibly a new record.

With regard to individual crops, global soybean and
rapeseed production may see a marked recovery from
the current season’s reduced level, whereas production of
sunflower seed, groundnut, cottonseed, palm kernel and
copra could climb to near record, if not record levels. The
anticipated rise in global soybean production hinges on
expectations of trend yields and a rebound in plantings in
the USA. In Brazil, assuming average growing conditions,
a further expansion in area sown based on improved
profitability could result in another record output, while,
in Argentina, production gains would mainly stem from
a recovery in yields. China’s output could also expand, as
plantings increase further amid continued crop support
measures. As for rapeseed, global production is projected
to rebound moderately. Despite limited yield potential
due to prolonged dry conditions, aggregate output of
the EU? and the United Kingdom of Great Britain and
Northern Ireland (UK) could edge up, aided by higher
plantings. Output in Australia could also continue rising,
supported by gains in both area and yields, while Canada’s
production could remain about unchanged. By contrast,

7 Please note that — from the 2020/21 season onward — EU is defined as EU-27
(excl. UK) rather than EU-28.




production in Ukraine is forecast to decline, due to a
retreat in sowings. In the case of sunflower seed, slight
production drops in Ukraine and the Russian Federation
amid a return to average yield levels could be more than
offset by output gains in Argentina and China on higher
plantings. While global groundnut production may see a
marginal area-driven expansion, higher cottonseed, palm_
kernel and copra outputs would be facilitated primarily by
yield improvements.

The above highly tentative crop production forecasts,
together with a resumption in global palm oil production
growth, would translate into sizeable year-on-year increases
in the output of both meals/cakes and oils/fats. Growth in
global oils/fats utilization is forecast to resume, while meals/
cakes consumption is projected to continue expanding

modestly. Global demand for oils/fats could again exceed
production, possibly triggering additional drawdowns in
inventories, whereas meals/cakes stocks could see modest
replenishments. If this were to materialize, the resulting
stock-to-use ratios would remain close to the current
season’s values and thus below the level observed in recent
years. Of course, this outlook remains subject to a number
of uncertainties, notably concerning the further evolvement
of the COVID-19 pandemic and its impact on crop
production and demand, as well as on individual countries’
overall economic performance. Implementation of the US-
China 'Phase One’ trade agreement and national policies
regarding mandatory biodiesel consumption represent
additional sources of uncertainty.
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PRICES

International sugar price tumble to multi-year
lows

Since the release of the last issue of the Food Outlook
report in November 2019, international sugar prices, as
measured by the International Sugar Agreement’s
daily prices for raw sugar, have displayed rapid changes.
Quotations increased from US 13.4 cents per pound (Ib)’
in December 2019 to reach US 14.78 cents per pound in
February 2020, before drastically falling to US 11.83 cents

" Equivalent to USD 280.2 per metric tonne.

Figure 1. International sugar prices*
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per pound and US 10.91 cents per pound in March and
May 2020, respectively.

The recent drops in international sugar prices can be
attributed to four main factors. First, the confinement
measures imposed by countries to contain the spread
of COVID-19 reduced out-of-home demand for sugar
and sugar-based products. Second, the dramatic fall
in crude oil prices, which lost 63.5 percent between
January and April 2020, resulted in sugar mills using
more sugarcane for the production of sugar rather than
ethanol. Third, the economic recession resulting from
the current pandemic curbed demand for sugar, as the
sector is sensitive to economic performance, given that
the bulk of demand comes from the food and beverages
industries. Finally, international sugar prices were largely
influenced by movements in the Brazilian currency (real),
which depreciated by 28 percent against the US dollar
between January and April 2020. A weaker real encourages
Brazilian producers to sell their product on the world
market, increasing export supplies. The combined effect
of these factors has had a negative impact on world sugar
quotations, which were down by about 12 percent in May
2020 compared with the same month in 2019, and by
11 percent compared with May 2018.

At these current levels, international sugar prices are
below production costs for the vast majority of world
producers, including Brazil, where costs of production
are estimated between US 13.5 cents and US 15 cents
per pound. At the same time, the rate of consumption




growth that could lift prices is not happening, as discussed
previously. The supply side of the market would therefore
have to adjust quite markedly for prices to return to

more remunerative levels. Given the perennial nature of
sugarcane crops, the shift in supply will take some time

to materialize. Nonetheless, the expected production

deficit for 2019/20 and preliminary forecasts for 2020/21
indicating another consecutive year of deficit should help to
bring about a more balanced market, providing a base for
prices to recover.

PRODUCTION?

World sugar production to decline for the
second year in a row in 2019/20

World sugar production in 2019/20 is forecast by FAO at
169.6 million tonnes (October/September), a 3 percent, or
5.1 million tonnes, a decline from the 2018/19 crop, which
was already lower with respect to 2017/18 record season.
Unfavourable weather conditions have led to lower output
in some of the key producing countries, the most notable
cases being India and Thailand. The expected fall in world
sugar output would result in the first marked global deficit,
of around 6 million tonnes, since 2016/17. The bulk of the
decline in world output is anticipated to occur in India and
Thailand, where the combined production is forecast to
retract by about 12 million tonnes.

In South America, the latest indications point that
production could increase in 2019/20, amid slight increases
in area planted and favourable conditions in Brazil, the
world’s largest producer and exporter of sugar. In Brazil,

~

Sugar production figures refer to centrifugal sugar derived from sugarcane
or beet, expressed in raw equivalents. Data relate to the October/September
season.

Figure 2. World sugar production by region

the low crude oil prices and the depreciation of the
Brazilian real have strongly increased the attractiveness
of sugar production, compared to ethanol. Brazil's
production is estimated to rise to 35 million tonnes, up
6.6 million tonnes from 2018/19. About 40 to 45 percent
of the sugarcane harvest is expected to be used to produce
sugar — significantly higher than last season, when sugar
mills converted about 35.4 percent of the crop into sugar.
Brazil's sugar output is influenced by changes in the
ethanol-sugar price ratio — the higher the ratio, the larger
the cane harvest used to produce ethanol at the expense
of sugar. Elsewhere in South America, sugar production
is anticipated to increase in Peru and Argentina, while
it is forecast to remain relatively stable in Colombia, the
region’s second largest producer.

In Central America and the Caribbean, 2019/20 sugar
production in Mexico is forecast to decrease, following
a drop in sugarcane yields and sugar extraction rates
(-10 percent). In Guatemala, despite strong competition
from alternative crops, notably bananas, which led to a
reduction in area harvested in recent years, sugar output
in 2019/20 could remain at about the same level as in the
previous season, or increase marginally. In Cuba, sugar
production is set to increase by 19 percent in 2019/20,
compared to 2018/19, reaching 1.6 million tonnes, as the
sugar subsector continues to benefit from support by the
Government. Better sugar recovery rates, coupled with a
larger harvested area, are behind the anticipated production
increase in 2019/20, as the restructuring of the subsector
has attracted new investments. However, reports of
frequent input shortages could hamper plans for recovery.

Figure 3. Sugar production in major producing
countries
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Table 1. World sugar market at a glance

2017/18 2018/19 2019/20 Change:
estim. f’cast 2019/20
over
2018/19
million tonnes %
WORLD BALANCE
Production 181.1 174.6 169.6 -2.9
Trade 61.6 55.8 58.7 5.3
Total utilization 171.1 173.9 175.7 1.0
Ending stocks 93.1 93.9 87.8 -6.6
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/yr) 22.7 22.8 22.8 0.0
LIFDC (kg/yr) 16.7 16.7 16.7 0.1
World stocks-to-use ratio (%) 54.4 54.0 49.9 -7.5
ISA DAILY PRICE 2018 2019 2020 Change:
AVERAGE (US cents/Ib) Jan-May Jan-May
2020
over
Jan-May
2019
%
12.52 12.70 12.36 -3.0

In Africa, 2019/20 total sugar production is set to rise,
prompted by continued area expansion and improved
processing capacities. Ethiopia, Eswatini, South Africa,
Zimbabwe and Morocco are among the countries that
are anticipated to harvest larger crops. Production in the
rest of Africa is expected to remain similar to the previous
year's levels. The substantial expansion projects undertaken
by the Government in Ethiopia, with a declared strategy
of achieving self-sufficiency, underpin the sustained growth
in the sector witnessed over the past five years. Sugar
output in South Africa has recently been expanding, but
at a moderate rate, as labour disputes and land reform
challenges have limited a more significant increase.

In Asia, total sugar production is forecast to contract
in the 2019/20 season. The anticipated cutbacks are
attributed mainly to Thailand (-42 percent) and India
(-17 percent), both due to unfavourable weather
conditions. Output is also expected to decline in Pakistan.
By contrast, production is set to expand slightly in China,
Indonesia and Turkey. In Thailand, unfavourable weather
conditions throughout the growing season are expected
to lead to a strong reduction estimated at 6 million tonnes
in the country’s sugar output compared with the 2018/19
level. The decline is also underpinned by some shifts to
other crops, notably rice, in the northeastern part of the
country, in response to the low sugarcane prices. The
temporary deregulation of the domestic sugar market,
which calls for the elimination of domestic sugar price
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controls and sugar sales administration, and implemented
by the Government on 15 January 2018, is not seen to
have a negative impact on the sugar subsector. In India,
currently the world’s second largest sugar producer, after
being the top producer in the previous two seasons,
production is expected to fall by 5.6 million tonnes below
last season’s level as a result of acute drought conditions
that affected important sugarcane producing regions,
notably Maharashtra, Karnataka and Gujarat. Production
is also foreseen to contract in Pakistan, amid reductions
in planted area, as farmers shift to alternative crops such
as cotton and maize, due to low cane prices and payment
problems with the millers. By contrast, sugar production
in China is anticipated to increase slightly in 2019/20,
due to the ongoing expansion of the beet industry and a
rebound in cane sugar production in the southern growing
regions. Indonesia’s sugar output is forecast to rise from
the 2018/19 level, sustained by a buoyant demand, but this
might be constrained by a lack of investment. In Turkey,
the world’s fifth largest sugar beet producer, output is
forecast to increase based on an expected recovery in the
planted area, following the drop in the previous season.

In Europe, FAQ's latest estimates for the EU point to a
further 1 percent cutback in sugar production in 2019/20,
after a significant drop in 2018/19. The EU continues to
deal with dry weather conditions, which have kept beet
yields low, while the area planted has decreased slightly.
With the elimination of production quotas, the EU is
projected to become self-sufficient in sugar in the medium
term, while the price gap between EU white sugar and
world white sugar is anticipated to tighten, as witnessed in
2018/19 and so far into the 2019/20 season. Nevertheless,
there are two main downside risks for the subsector.

First, the significant decline in profitability at mill level has
renewed expectations of consolidation in the sector, as
economies of scale become critical. Already, there have
been announcements of mill closures and strategic alliances
to cope with the financial pressure on profit margins.
Second, the ban on certain neonicotinoids is set to create
significant challenges at farm level, as producers will have
to look for alternatives to maintain remunerative yield
levels. In the Russian Federation, production in 2019/20
is expected to increase by 28 percent year-on-year, reaching
7.7 million tonnes — an all-time high — on the back of
conducive weather conditions and gains in productivity at
mill level. By contrast, sugar production in Ukraine is set to
decline for a second consecutive year, as planted area has
shrunk further in reaction to low prices.

In the rest of the world, production in the United
States of America (USA) is forecast to fall for the second
year in a row, following lower beet and cane harvests,




which were affected by cold temperatures, reducing sugar
extraction rates. In Australia, 2019/20 sugar production is
anticipated to decrease, due to bad weather and a decline
in planted area.

UTILIZATION

Growth in consumption remains subdued
Global sugar consumption is forecast to reach

175.7 million tonnes in 2019/20, up only 1.7 million tonnes,
or 1 percent, from 2018/19 and below the past 10-year
trend. Falling per capita income and COVID-19 related
lockdown measures are expected to curtail growth in world
sugar demand, while low prices should limit the extent of
the decline. Under current prospects, world per capita sugar
consumption is estimated at 22.8 kg, about the same level
as in 2018/19. In developing countries, aggregate sugar use
is anticipated to expand from 130.1 million tonnes to 131.5
million tonnes, equivalent to 76.3 percent of the world’s
total use, underpinned by expected expansions mainly in
Asia, Africa and the Caribbean. In the generally saturated
markets of the developed countries, both total and per
capita consumption might grow but only moderately.

Three elements of uncertainty underpin the prospects
for sugar consumption. First, should the economic outlook
for 2020 deteriorate further, current forecasts for sugar
consumption growth may turn out to be lower than
anticipated. Weaker economic growth usually leads to
reduced derived demand for sugar, as beverages and
food processing sectors — which account for the bulk
of aggregate sugar use — are negatively impacted by
depressed economic conditions. Second, countries have
introduced lockdown measures to contain the spread of

COVID-19. At this point, the extent of the impact of these
measures on consumer demand for beverages, and hence
sugar, remains uncertain. Finally, movements in the value
of currencies of the major sugar net importing countries
vis-a-vis the US dollar can alter the cost of sugar imports
(denominated in national currencies), and hence domestic
prices and overall consumption.

TRADE

Sugar trade to increase slightly in 2019/20
The FAO forecast for world trade in sugar in
2019/20 (October/September) is currently pegged at
58.7 million tonnes, up by 5 percent from the previous
season. The anticipated increase in trade is sustained by
greater import prospects for a number of traditional large
importers, including Indonesia, the USA and the EU.
Nonetheless, the trade outlook remains tentative as the full
impact of the current coronavirus pandemic is extremely
uncertain at this stage.

Brazil’s exports in 2019/20 are foreseen to rebound
by 27 percent from the previous season’s level, prompted
by sizeable sugar supplies. The country is set to account
for about 39 percent of world exports in 2019/20. The
bulk of Brazilian sales is in raw form and shipped mainly
to the markets of Algeria, Bangladesh and Egypt.
However, the final volume of Brazilian exports will depend
on the quantity of sugarcane processed into ethanol,
especially given the tight relationship between gasoline and
hydrous ethanol domestic prices. In addition, any further
appreciation of the Brazilian real against the US dollar could
limit the country’'s exports.

Despite a significant contraction in sugarcane harvest,

Figure 4. Sugar consumption and income per capita in selected countries, 2019
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Thailand is set to maintain its rank as the world’s second
largest sugar exporter, with shipments forecast to reach
7.8 million tonnes in 2019/20. Large accumulated sugar
inventories from last’s season bumper crop should allow
the country to respond to global import demand. Around
60 percent of Thailand's exports are expected to be
shipped in raw form to neighbouring countries, including
Indonesia, Cambodia, China and Japan. Thai exports
to the Association of Southeast Asian Nations (ASEAN)
countries benefit from duty-free access, with the exception
of Indonesia, Myanmar and the Philippines, where an
import tariff of 5 percent is charged.

Likewise, as a result of relatively elevated stocks, as
well as recently approved measures to encourage exports,
sales by India are foreseen to rise by 21 percent in
2019/20 to reach 4.5 million tonnes. The objective of the
support measures, most notably a transport subsidy, is to
provide sugar millers with additional cash flow through
export revenues, which can help to address accumulating
sugarcane arrears. India‘s exports are composed of raw
sugar and geared towards markets in Africa and Asia.
Brazil and Australia recently asked the World Trade
Organization (WTO) to open a consultation with India
regarding its subsidy programme, claiming that it distorts
world sugar trade. Deliveries from Australia, the world’s
third largest raw sugar exporter, are forecast to decline to
3.6 million tonnes in 2019/20, down 8 percent from the
previous season. The country is able to supply the world
market with sugar throughout the year, supported by a
vast network of bulk port terminals. The recently concluded
free trade agreement between Australia and Peru
provides Australia with a sugar duty-free quota access
of 30 000 tonnes per year, increasing to 90 000 tonnes

Figure 5. India: sugar production, export and

utilization
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after 18 years. Australia and Indonesia signed a similar
agreement, which should provide new trade opportunities
for the Australian sugar industry.

After surging to 3.1 million tonnes in 2017/18,
corresponding to a 136 percent increase from 2016/17,
EU sugar exports are likely to retreat year-on-year by
36 percent in 2019/20, on the back of the anticipated
decline in production and low world sugar prices. Likewise,
sales by Mexico are expected to contract due to lower
domestic production, with the exported quantities
directed to the USA to meet the assigned maximum
guota allotment of sugar. Exports by Guatemala, the
second largest sugar exporter in Central America and the
Caribbean, are foreseen to grow by 5 percent in 2019/20,
supported by greater availabilities and competitive pricing.
Sugar has become a key source of foreign exchange
earnings for the country, which has increasingly focused
on gaining market shares in the refined sugar segment.
Exports by Cuba are also forecast to increase, in view of the
bumper crop expected in 2019/20, with the bulk of sales
directed to China, as part of an export agreement between
the two countries.

On the import side, purchases by Asian countries are
forecast to increase by 2 percent in 2019/20, compared to
2018/19, sustained by imports by Indonesia, Malaysia,
India and the Philippines. Imports by China are expected
to fall slightly below their level of last year, on the back of
larger domestic sugar crops in 2019/20. Imports do not
account for informal trade, which can constitute a sizeable
volume. Nevertheless, China is expected to retain its rank
as the world’s largest sugar importer, with purchases likely
to increase beyond the current forecasts, as the planned
reduction in the safeguard duty will probably stimulate
additional demand. Likewise, sugar imports by Indonesia
are foreseen to remain strong and expand by 4 percent,
underpinned by robust domestic demand, especially from
the beverage and food processing industries. Imports into
Indonesia are regulated by the Government through the
allocation of permits at the beginning of each year.

In Europe, imports by the EU are forecast to expand
by 20 percent from the previous season, on the back of
the expected reduction in domestic sugar production
in 2019/20. With higher imports by the EU, duty-free
preferential imports from Everything-but-Arms countries
are expected to increase, while the WTO's CXL quotas?
may also be used. In the Russian Federation, as a result
of rising domestic production, imports are anticipated to

3 CXL quotas result from a compensation agreement following the 1995 EU
enlargement to account for traditional sugar imports from Austria, Finland and
Sweden. The countries of origin of the sugar are mainly Brazil and Cuba.




Figure 6. World sugar exports by region Figure 7. World sugar imports by region
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remain dimmed in 2019/20. Any weakening of the Russian
ruble against the US dollar (beyond current levels) could
further limit purchases. Belarus and Australia are the main
suppliers to the Russian Federation. Imports by Algeria,
Egypt, Eswatini and Kenya are expected to increase,
contrary to those by Mozambique and Mauritius, which
are set to remain relatively unchanged. Consignments

to Viet Nam are also anticipated to rise, sustained by
shortages in domestic supplies amid relatively strong
internal sugar demand. In the rest of the world, imports

by the USA are set to increase significantly and reach

3.8 million tonnes, up 16 percent from last year, spurred

by reduced domestic sugar production, while shipments
into African countries are expected to continue to expand,
driven by expectations of a robust internal demand, which,
however, could be affected by the economic impacts due to
the COVID-19 pandemic.
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MEAT AND MEAT PRODUCTS

PRICES

Excess supplies and trade disruptions weigh
on international meat prices

International meat prices in May, measured by the FAO Meat
Price Index, were down by 16 points (8.6 percent) from
January 2020, with ovine meat registering the sharpest fall
(-23.5 percent), followed by poultry meat (-11.8 percent), pig
meat (-9.2 percent) and bovine meat (-4.1 percent). Since the
beginning of the year, imports by China — the world's largest
meat importer — have eased, reflecting high stocks of meat in
cold storage that resulted from imports made in preparation
for the Lunar New Year celebrations, subsequently cancelled
due to the emerging coronavirus crisis, which drastically
reduced meat consumption.

In key exporting countries, COVID-19 lockdowns and
restrictions on movement led to loss of food service sales
and substantial volumes of unsold meat products. While
some were diverted to retail sales, the bulk, especially
premium meat products and meat in large packaging,
ended up in cold storage, where such facilities were
available. Logistical bottlenecks, including delays in
ports, reduced airfreight and container availability, and
increased surveillance hampered foreign sales, adding
to accumulated stocks. Meanwhile, economic hardships
further reduced internal demand for meat products,
adding to export availabilities, especially in countries
where a large proportion of meat production is consumed
domestically, for example, in Brazil and the United States
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Figure 1. FAO monthly meat price index
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Table 1. World meat market at a glance

2018 2019 2020 Change:
estim. f'cast 2020
over
2019
million tonnes %
(carcass weight equivalent)
WORLD BALANCE
Production 342.2 338.9 333.0 -1.7
Bovine meat 71.5 72.6 72.0 -0.8
Poultry meat 127.3 133.6 136.8 2.4
Pig meat 120.9 109.8 101.0 -8.0
Ovine meat 15.8 16.0 16.2 0.9
Trade 33.8 36.1 37.0 24
Bovine meat 10.5 1.2 1.1 -1.0
Poultry meat 13.5 13.9 13.8 -0.3
Pig meat 8.4 9.5 10.6 11.2
Ovine meat 1.0 1.0 1.0 -2.9
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/year) 44.6 43.6 42.4 -2.8
Trade - share of prod. (%) 9.9 10.7 11.1 4.2
FAO MEAT PRICE INDEX 2018 2019 2020 Change:
(2002-2004=100) Jan-May  Jan-May 2020
over
Jan-May 2019
%
166 176 174 4.5

Table 2. The distribution of 2020 meat production
and trade data (forecast) between the EU-27 and the

UK (thousand tonnes, carcass weight equivalent)

EU EU-27 UK

Meat Production 48 357 44 165 4192
. Imports 1386 1697 2 568
Exports 6 266 8551 1081

Bovine Production 7 839 6930 909
Meat Imports 318 421 495
Exports 433 910 176

Ovine Production 973 669 304
Meat Imports 107 139 54
Exports 34 47 97

Pig Production 24 081 23108 972
Meat Imports 20 181 978
Exports 3987 4984 360

Poultry Production 14900 12 904 1996
Meat Imports 701 727 981
Exports 1777 2527 432

Source: FAO, based on EUROSTAT and the United Kingdom and Northern Ireland
official sources
Note: Total meat includes ‘other meat types’

of America (the USA). Uncertainty surrounding the tourism
sector in importing countries also restrained demand. The
outcome was unusually high export availabilities, largely
exceeding import demand and ultimately resulting in lower
international meat prices.

Some sector-specific factors were also important in the
current global meat price weakness. In the case of ovine
meat, producers in Oceania were reported to have offloaded
animals to benefit from still high prices, in anticipation of
market disruptions due to the lockdowns, but this intensified
the price decreases as more meat was added to export
availabilities. Ovine prices were also affected a rise in domestic
production in China, which dampened import demand. In the
pig meat sector, hog supplies in the USA, the world’s second
largest pig meat exporter, surged in anticipation of rising
demand from China, mostly adding to export availabilities,
as trade frictions and market disruptions prevented greater
expansion of exports. Prices in the poultry sector were also
negatively influenced by the closure of fast food outlets and
outmigration of large numbers of people from cities, where a
significant proportion of poultry meat is sold.

OVERALL PRODUCTION AND TRADE

World meat output likely to contract for a
second year
For the second year in a row, world meat output' is forecast
to fall in 2020 to 333 million tonnes (in carcass weight
equivalent), 1.7 percent less than in 2019. Much of the
contraction would again reflect a sharp drop in global
production of pig meat, largely concentrated in Asian
countries affected by African swine fever (ASF), but also
of bovine meat, especially in the USA and Australia. By
contrast, global production of poultry meat is forecast to
expand, although at half the rate recorded last year. Modest
output growth is also predicted for ovine meat. The pace
of expansion for all the meat sectors has been negatively
affected by COVID-19 market disruptions, adding to
the effects of animal diseases, especially ASF and Highly
Pathogenic Avian Influenza (HPAI).

While the effects of ASF and other animal diseases
are confined to the countries affected, COVID-19 is
having widespread impacts on all types of meat. Social
distancing measures have resulted in labour shortages in
slaughterhouses, meat processing and packing plants,
forcing some to shut down, creating disruptions through
the whole supply chain and causing farmgate prices to
plummet. In some countries or subregions with good
pasture conditions, such as Brazil, or those in the early
stages of herd rebuilding, such as Australia and New
Zealand, farmers were able to manage cattle sales better.
In more intensive ruminant production systems, such as

' In this chapter, the European Union 27 member countries (EU) and the United
Kingdom of Great Britain and Northern Ireland (UK) are considered as one unit.
Interested readers are referred to Table 2 in this chapter for a distribution of
meat statistics between the EU and the UK.
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large-scale feedlots in the USA and Eastern Europe, the
disruptions caused by the pandemic appear to be greater.
As for meat demand, COVID-19 lockdowns, physical
distancing and market closures resulted in substantially
reduced food service sales (for example in restaurants,
airline catering services, trains, universities, schools and
day care centres), leading to excess supplies of meat,
only partially offset by increased retail sales. The loss of
food service sales was particularly severe in urbanized
countries with high out-of-home consumption levels and
large service sectors, particularly tourism. Although the
surge in retail sales, driven by panic buying, temporarily
boosted consumer meat prices, the job losses and
economic hardships associated with the health crisis are
eventually likely to result in curtailed meat purchases and
consumption, a further accumulation of stocks and excess
export availabilities. Meanwhile, logistical bottlenecks and
port backlogs have been reported to be hindering trade
flows, causing international meat prices to fall sharply.
Declines in output are anticipated in key meat producing
countries, including China, the USA, Viet Nam, India,
Australia, the Philippines and Turkey, whereas moderate
expansions are forecast in Brazil, the European Union
27 member countries (EU) and the United Kingdom of
Great Britain and Northern Ireland (UK), the Russian
Federation and Mexico.

China’s imports remain the main driver of
global meat trade in 2020

World trade in meat products is forecast to increase by

2.4 percent to 37 million tonnes in 2020, a significant
slowdown from the 6.8 percent recorded in 2019. The
increase would be entirely on account of pig meat, since
trade in bovine, poultry and ovine meats are anticipated
to stagnate or decline. China is again expected to be

the principal engine of trade growth in 2020, with its
imports surging by 24 percent. More modest increases

are projected for Canada, Japan, Singapore and the
Philippines, while the USA, the Republic of Korea, the
Russian Federation, South Africa, Viet Nam, Cuba and
Saudi Arabia are all anticipated to reduce their purchases.
The expected global rise in import demand for meat is
forecast to be met through increased exports by Brazil,
the USA, the EU and the UK, Canada, Mexico and the
Russian Federation.

In Brazil, meat sales to international markets are
expected to grow by 6 percent this year, spurred by strong
demand for bovine, pig and poultry meats from China and
new accreditations of meat plants. Better compliance with
strict Halal food requirements is likely to improve Brazil's
access to meat markets in the Middle East. Sustained by a
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Figure 3. FAO meat and feed price indices
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brisk pace of shipments during the first quarter and large
meat availabilities, exports from both Canada and the USA
are anticipated to reach record highs this year, although less
than originally expected, as prospects have been dampened
by the COVID-19 market disruptions. Meat exports by

the EU and the UK are also projected to rise, sustained

by increased demand for pig meat from China. Likewise,
shipments from the Russian Federation are likely to

be greater than last year, stimulated by demand from
neighbouring Kazakhstan, Ukraine and China.

POULTRY MEAT

Moderate expansion of output still feasible
World poultry meat output is forecast to reach

137 million tonnes in 2020, 2.4 percent more than in

2019 or half the pace of growth recorded last year.
Increases are expected in China, the EU and the UK, Brazil
and Mexico, while production is seen falling in India,
Thailand, Turkey and the USA.

In China, poultry meat output is projected to expand,
albeit slowly, supported by relatively firm demand, amid
lingering high pig meat prices. Although the detection
at the beginning of the year of new cases of HPAI in
several European countries led China to prohibit imports
of live birds from those origins, the effect on domestic
production is likely to be limited, as the measure coincided
with the lifting of a 2015 ban on live bird imports from
the USA. New investments in processing facilities are
expected to boost poultry production in the EU and the
UK by 1.2 percent. However, the positive outlook could
turn negative if recent price drops linked to COVID-19
continue. Bird slaughtering in those countries where new
cases of HPAI have been diagnosed could also hamper EU




production growth this year. In Brazil, poultry meat output
is projected to rise in response to high import demand,
especially from China, but also from other countries
attracted by Brazil's status as an HPAI-free origin and
improvements in the country’'s biosecurity standards. Poultry
production is projected to rise in South Africa on high
consumer demand, and in Mexico, on competitive feed
costs and improved genetics.

By contrast, poultry production in India is likely to fall
as outmigration of the labour force from cities following
the COVID-19 shutdown has reduced the availability of
workers in the sector, also depressing consumer demand.
Similarly, in Thailand a sharp drop in poultry meat demand
by the food retail sector, including street foods, is behind an
expected fall in production. However, the 2020 production
outlook could turn positive if efforts being made by the
Government to persuade Asian countries, especially China,
Japan and the Republic of Korea, to import more poultry
meat are successful. In the USA, tumbling food service sales
and labour shortages have led the sector to scale down
expansion plans and reduce the production share of large
poultry birds preferred by food services. Requirements for
maintaining workspace distances in processing plants are
also reported to have reduced meat processing efficiency,
contributing to a production decline.

Poultry meat trade likely to stagnate
World trade in poultry products is forecast to reach
14 million tonnes in 2020, slightly down (0.3 percent)
from 2019, in contrast with the 2.9 percent growth
registered in 2019. After four years of uninterrupted
increases, this rather downbeat outlook would largely
result from anticipated falling imports by major country
buyers, including South Africa, Cuba and Saudi Arabia,
virtually all compensated by expected larger purchases by
China, Mexico and Japan. Imports by China are currently
projected to grow by 17 percent in 2020, which compares
with a 25 percent rise last year, on sustained consumer
demand. Mexico’s purchases, mostly from the USA, are
also likely to be stimulated by lively internal demand from
consumers and the food processing industry, although
falling crude oil revenues, economic slowdown and rising
unemployment may keep import growth under check.
Poultry deliveries to Japan are also predicted to end higher,
despite the possible introduction of import limitations to
protect the country’s poultry flock from the HPAI virus.
The anticipated stagnation in global poultry meat
imports is likely to have a negative effect on a number
of traditional exporters, especially Thailand, Turkey and
Argentina. On the other hand, the USA, Brazil and
Belarus are likely to see their poultry meat exports grow.
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BOVINE MEAT

Six among the major producers to face
contractions

World bovine meat production is forecast to dip by

0.8 percent to 72 million tonnes in 2020, putting an end
to five years of continuous growth. This rather frail outlook
principally reflects projected contractions in six of the
world’s leading bovine meat producers, namely the USA,
Australia, India, South Africa, the EU and the UK and
New Zealand, which will outweigh projected expansions
elsewhere, particularly in China and Brazil. Most of the
countries facing negative production prospects have
suffered important COVID-related market disruptions.
Limited availability of cattle due to high demand for herd
rebuilding, as in Oceania, is also expected to contribute
to the declines.

In the USA, bovine meat output expanded in the first
quarter of the year, but the country is predicted to conclude
2020 with a 5 percent overall contraction, as labour
shortages in meat processing are disrupting upstream
activities, including slaughtering. Although the newly
approved farm assistance package, coupled with efforts to
sustain meat processing activities, may limit the downfall,
the measures are unlikely to be sufficient to counter the
contraction in domestic and external meat demand and
falling prices. Indeed, the economic slowdown is expected
to curb direct meat purchases by consumers, while the
lockdowns and physical distancing requirements are also
causing food service sales to plunge. In the EU and the
UK, the projected contraction in bovine meat output stems
from the continued decline in herd numbers, only partly
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compensated by higher carcass weights. Even though
assistance to producers has been granted for storing
meat in an attempt to stabilize prices, the COVID-related
market disruptions are further depressing production. In
particular, loss of retail sales has negatively affected the
market for premium beef products and veal. In Australia
and New Zealand, bovine meat outputs are forecast to
fall, as cattle available for slaughter has been limited by
large drought-induced offtakes last year, which brought
herd numbers to historic lows. Moreover, good rains in
recent months have fostered a retention of animals for
restocking, which is likely to further limit cattle supplies

in the months to come. Since demand for beef from
foreign markets has contracted, incentives to slaughter
may weaken further. In India, bovine output is set to fall
due to the imposed lockdown, especially as the collection
of animals usually takes the form of house-to-house visits.
With much of the output destined for external markets, the
economic slowdown in a large number of countries could
further undermine the Indian bovine meat sector. South
Africa’s cattle supplies have dwindled with the entry into a
restocking period, which is constraining production.

By contrast, bovine meat output in China is projected
to expand, underpinned by rising cattle herds, especially
on large-scale farms, and robust internal demand aimed
at compensating for the continuing pig meat shortfall. In
Brazil, the projected expansion in bovine output reflects
large cattle numbers and rising carcass weights sustained
by favourable weather and pasture growth, along with
competitive feed costs.

Limited supplies for export and low import
demand for poor trade prospects

World bovine meat exports are forecast to hover around
11 million tonnes in 2020, 1 percent down from last year,
in sharp contrast to the 7.3 percent growth registered

in 2019. The global contraction is anticipated to be
driven by lower imports by Viet Nam, the USA, the
Russian Federation, Mexico, the Philippines and the
Republic of Korea, more than outweighing foreseen
increased purchases by China and Japan. Import growth
is anticipated to weaken in almost all other bovine meat
markets, as widespread economic downturn curtail
consumption in middle- and low-income households,
while lockdowns and physical distancing reduce restaurant
turnovers, eroding demand for premium meat products.

In China, bovine meat imports have risen in recent
years to compensate for the continued shortfall in local
pig meat supplies. Importation has been facilitated by new
accreditations granted to meat packing plants in Brazil,
Argentina and Uruguay, and by new supply agreements
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reached with the EU and the UK, the Russian Federation,
South Africa, Belarus, Namibia and Japan. The USA-
China trade agreement may bolster imports too, but the
pandemic may affect this. Beef purchases by Japan are also
expected to grow to some extent.

On the export side, much of the expected contraction
in world exports reflects anticipated smaller sales by
Australia, India, the USA and New Zealand. In Australia
and New Zealand. The decline would largely reflect limited
exportable supplies, but also weaker demand from foreign
markets. In India, exports may shrink by 6 percent, as
production stalls. In the USA, despite a good performance
in the first few months, beef bovine meat deliveries in
2020 are projected to fall from last year due to meat
processing constraints. By contrast, Brazil, Argentina
and Canada seem to be in a position to export more this
year, as demand from their traditional trading partners
remains sustained.

Figure 5. Bovine meat exports by major exporters
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PIG MEAT

African swine fever to depress global pig meat
production again this year

For the second year in a row, world pig meat output

is forecast to record a sharp contraction, falling to

101 million tonnes in 2020, or 8.0 percent less than in
the previous year. Much of the global decline would be
on account of China, but also Viet Nam, the Philippines
and the USA. In China, the spread of ASF is largely
behind a predicted 20 percent fall in pig meat output

to 35 million tonnes, following on from the 21 percent
retreat already recorded in 2019. With a string of policies




launched by the Government to rescue the sector, pig
farming enterprises are reported to have adopted advanced
biosecurity measures. ASF outbreaks are also behind
projected output falls in Viet Nam and the Philippines,
whereas a smaller pig herd is forecast to bring output down
in Ukraine. In the USA, the negative production outlook is
mainly linked to COVID-19 market disruptions.

By contrast, moderate output increases are anticipated
in the EU and the UK, Brazil, the Russian Federation,
Mexico and Canada. In the EU and the UK, strong import
demand, especially from China, is supporting an expansion
of the sector. In Brazil, stable feed costs and large pig herd
numbers are sustaining production, while in the Russian
Federation output growth is underpinned by large-scale
investments in new breeding and processing facilities.

Figure 6. China's pig meat imports
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Trade continues to be fuelled by rising imports
in Asia

World pig meat exports are forecast at 10.6 million tonnes
in 2020, up 11.2 percent from last year, predominantly
driven by larger anticipated imports by China, along with
expected moderate increases in purchases by Viet Nam,
the Philippines, Chile and Ukraine. In China, pig meat
imports are expected to rise by 1.2 million tonnes or

42 percent in 2020, to reach 4.1 million tonnes, equivalent
to 40 percent of the global volume of trade in pig meat.
Likewise, imports by the Philippines and Viet Nam are
projected to rise mainly to compensate for the production
shortfalls caused by the ASF disease. Limited domestic
supplies are also expected to increase imports by Ukraine.
By contrast, the Republic of Korea is forecast to reduce its
pig meat purchases due to a contraction in domestic food
service sales.

Much of the expanded world pig meat imports in 2020
are anticipated to be met by the USA, the EU and the UK,
Brazil, Canada, Mexico and Chile. Despite the anticipated
small production contraction, the USA will likely see its
exports surge by 13 percent, with the bulk directed to
China, Mexico, Japan, Canada, the Republic of Korea and
Australia. In the EU and the UK, increased availabilities
have resulted from falling domestic pig meat consumption
and rising production, which may lead to larger exports,
especially to China, in the wake of newly signed agreements
between China and key EU suppliers. Brazil's pig meat
exports could also rise, due to increased deliveries to China,
although sales to other trading partners may fall.

OVINE MEAT

Production growth to concentrate in China
World ovine meat output is forecast to expand by nearly

1 percent in 2020, to 16 million tonnes. Most of the
increase is anticipated to be concentrated in China, with
some modest growth also foreseen in Africa. By contrast,
output in Oceania, which accounts for 80 percent of global
trade, is forecast to drop, possibly for a fifth year since 2013,
due to limited animal supplies and high restock demand,
amid favourable weather. In China, production is forecast to
register a 2.3 percent increase, capitalizing on the previous
year's expansion of sheep and goat flocks, when high prices
attracted more herders into the sector. Following strong
growth in 2019, ovine meat output in the EU and the UK is
set to stagnate with limited availability of animals.

Trade likely to contract amid tight supplies
World trade in ovine meat is forecast to contract by nearly
3.0 percent in 2020, to just over 1 million tonnes, with
more than 80 percent of exports coming from Australia
and New Zealand. In Oceania, supply is anticipated to

be tight, especially in the coming months, but the extent
of export availabilities will be contingent on rainfall and
other weather-related parameters, which determine the
retention of animals. World import demand is likely to be
robust, especially with continued meat deficit in China and
preference for sheep meat supplies from Oceania, but the
extent of growth is uncertain, especially as China is holding
large volumes of ovine meat in cold storage, imported
towards the end of 2019 in preparation for the Lunar New
Year celebrations. With the loss of restaurant sales, much
of those supplies remain unsold, possibly containing import
demand in the rest of the year.
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MILK AND MILK PRODUCTS

PRICES

Economic hardships and market disruptions
weigh on international dairy prices

International dairy prices in May, measured by the FAO
Dairy Price Index, were down by 18.8 points (9.4 percent)
from January 2020, with skim milk powder (SMP)
registering the sharpest fall (-24.5 percent), followed by
whole milk powder (WMP) (-21.0 percent) and butter
(-17.3 percent), while cheese prices rose (+1.5 percent).

In the key dairy importing countries, COVID-19-related
lockdowns and physical distancing measures reduced food-
service sales in the first months of the year, especially of
fresh milk and milk products, which were only partly offset
by increased sales of dairy products with a longer shelf-life,
such as UHT milk, packaged butter and cheese. As in other
economic crises, the deterioration of income prospects
weighed disproportionately on consumer demand for high-
value food commodities, such as dairy products. Depressed
retail milk sales resulted in larger volumes of milk being
processed in industrial plants, where such facilities were
operational. In dairy exporting countries, milk was mostly
diverted to drying dairy plants, boosting production and
availability of milk powders. Overall, the downgrading of
economic prospects and market disruptions caused by the
pandemic are anticipated to result in a fall in global dairy
imports in 2020, which, amid adequate availabilities in

key exporting countries, could keep international prices
under pressure.
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Figure 1. FAO monthly dairy price index
(2002-2004=100)
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Table 1. World dairy market at a glance

2018 2019 2020 Change:
estim. f’cast 2020
over
2019
million tonnes, milk equiv. %
WORLD BALANCE
Total milk production 840.5 851.8 858.9 0.8
Total trade 75.9 76.7 73.6 -4.1
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
World (kg/year) 111.4 111.6 11.4 -0.3
Trade - share of prod. (%0) 9.0 9.0 8.6 -4.9
2018 2019 2020 Change:

FAO DAIRY PRICE INDEX
Jan-Ma Jan-M
(2002-2004=100) ’ a;OZan

over
Jan-May
2019
%

193 199 198 -2.8

Table 2. The distribution of 2020 dairy
production and trade data (forecast) between

the EU-27 and the UK (thousand tonnes, Milk
equivalent)

EU EU-27 UK
Total Production 166 700 151 632 15068
Milk Imports 977 3803 4199
Equivalent  Exports 20452 24 003 3974
Imports 8 45 71
Butter
Exports 191 263 67
Cheese Imports 60 201 522
Exports 885 1358 210
Imports 5 51 24
SMP
Exports 804 788 75
Imports 5 42 21
WMP
Exports 276 293 66

Source: FAO, based on EUROSTAT and the United Kingdom and Northern Ireland
official sources

Note: Total milk equivalent includes also whole condensed/evaporated milk,
yoghurt, cream, casein, skim milk, liquid milk and whey dry

MILK PRODUCTION

Despite market disruptions, world milk
production to grow

World milk production’ in 2020 is forecast to grow by
0.8 percent to 859 million tonnes, mostly as a result of

' in this chapter, the European Union 27 member countries (EU) and the United
Kingdom of Great Britain and Northern Ireland (UK) are considered as one unit.
Interested readers are referred to Table 2 in this chapter for a distribution of
milk and milk products statistics between the EU and the UK.

expected production expansions in Asia and North America,
with moderate increases in Central America and the
Caribbean, Oceania and Africa, partially offset by slight
declines anticipated in Europe and South America.

In Asia, output is expected to increase by 2 percent
to 367 million tonnes in 2020, underpinned by gains
foreseen in India, Pakistan and China, while Turkey
may witness a decline. In India - the world’s largest milk
producer — output is forecast to grow by 2.6 percent, or 5
million tonnes, compared to 4.5 percent growth recorded
in 2019. This year's anticipated increase reflects the effort
of a vast network of village cooperatives, which has been
mobilized to sustain milk collection, despite the COVID-19
lockdown. Given the loss of food-service sales because of
the pandemic, greater volumes of the milk were diverted
for processing to drying plants, which were reported to be
running at near-full capacity. Pakistan’s milk output, having
sustained an average growth of more than 3 percent for
a decade, is forecast to keep rising at close to that pace
in 2020, underpinned by rising herd numbers. In China,
where the sector has been recovering since 2018, milk
output is forecast to expand by close to 3 percent in 2020,
compared to less than 1 percent last year, amid continued
farm consolidation and greater efficiency of large-
scale dairy units. Government introduction of stringent
food safety standards also increased the confidence of
consumers in Chinese milk, which helped to sustain growth
in domestic production. In Japan, milk output is forecast
to grow, underpinned by the support measures offered to
farmers in an effort to manage excess milk supplies and
stabilize prices. This is despite the fall in milk consumption
in the first months of the year, following the Government’s
declaration of a state of emergency and closure of schools
amid fears of COVID-19.

In Europe, milk production is forecast to drop by a
modest 0.3 percent, equivalent to 0.6 million tonnes, to
225.7 million tonnes. Most of the contraction would likely
originate in the 27 member countries of the European
Union (EU) and the United Kingdom of Great Britain and
Northern Ireland (UK), Ukraine and Switzerland, while
the current outlook points to an increase in the Russian
Federation. In the EU and the UK, milk production in
2020 is forecast at 166.7 million tonnes, 0.5 percent less
than last year. The sector has been negatively affected by
the restrictive measures enforced to contain the spread
of COVID-19, which hindered milk collection at the peak
of the European spring milk flush. Limited availability
of workers during the lockdown also constrained milk
processing, especially of labour-intensive dairy products.
Although retail sales rose during the containment phase,
closures of food-service outlets and falling global import
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Figure 3. FAO dairy and feed price indices
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demand, especially from China, depressed EU milk prices,
discouraging milk collection. Production and deliveries may
also be negatively affected by the European Commission
regulation that authorizes dairy producers to deviate, for

a six-month period, from normal competition rules and
collectively plan production, so as to offset imbalances
resulting from COVID-19 (for example, smaller deliveries
due to contract cancellations and port congestion). Market
disruptions may slow milk output growth in the Russian
Federation, with small-scale farmers worst affected,
although continued expansions are expected in large-scale
farm enterprises, which use advanced dairy processing
technologies and management and have benefited from
increased demand for long shelf-life dairy products. By
contrast, Ukraine’s milk output is projected to decline

by nearly 2 percent from last year, mainly reflecting a
weakening of import demand.

In Oceania, milk output is predicted to reach
31 million tonnes in 2020, an increase of 0.7 percent
year-on-year, underpinned by an anticipated recovery
in Australia, but partially offset by a slight decline in
New Zealand. After four years of falling or stagnating
output, good rainfall in Australia is forecast to help a
production rebound in 2020, sustained by rising milk
yields, partly aided by improved pasture conditions,
efficient management and a recovery in fodder and grain
production. In New Zealand, milk output is anticipated to
decline by 0.5 percent to 21.7 million tonnes, reflecting the
lingering impact of drought.

In Central America and the Caribbean, milk output is
predicted to expand by 1.4 percent, driven by an expected
increase in output in Mexico, where production continues
to be boosted by firm demand from both consumers and
the processing industry.
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In Africa, milk production is foreseen to record a modest
0.3 percent growth and total 47 million tonnes in 2020,
as anticipated expansions especially in Kenya, Algeria
and Morocco would be largely offset by likely declines
elsewhere in the continent.

In South America, milk output is forecast to fall
by 1.1 percent to 61 million tonnes, with anticipated
contractions in Brazil, Uruguay and Colombia to be
partially offset by a slight increase expected in Argentina.
In Brazil, the fall in output would stem from somewhat
unstable weather, which caused heat stress in some parts
of the country, lowering milk yields. The sector is also
being negatively affected by low profitability of cattle farms
and high prices of animal feed, especially concentrate,
which are stimulating the slaughtering of dairy cattle. In
Uruguay and Colombia, droughts and high temperatures
are impairing pastures and animal feed availability and
negatively affecting production. By contrast, in Argentina,
more favourable weather is expected to support a
recovery in output.

In North America, milk production is forecast at
109 million tonnes, 0.4 percent more than in 2019.
Notwithstanding the crippling effect of the lockdown on
the dairy supply chain, milk output in the United States
of America (the USA) is anticipated to grow slightly, due
mainly to milk yield growth. The programmes offered by
the Government to protect the dairy industry during the
crisis, such as the Dairy Margin Coverage programme,
the Dairy Revenue Protection Programme, Federal Milk
Marketing Order and the Purchases of Dairy Products
programme, should assist the dairy sector to maintain
operation and output.

WORLD TRADE IN DAIRY PRODUCTS

Global dairy trade heading towards the
steepest contraction in three decades

World exports of dairy products (in milk equivalent)

are forecast to fall by 4.1 percent (3 million tonnes) to

74 million tonnes in 2020, marking the sharpest year-on-
year decline in three decades. Steep drops in dairy imports
are forecast for China, Algeria, Saudi Arabia, United
Arab Emirates, Viet Nam and Mexico, slightly offset

by expected increases in Canada, Indonesia and the
Republic of Korea. In China, a sizeable proportion of
the dairy products imported towards the end of 2019 in
preparation for the celebrations of the 2020 Lunar New
Year was unsold due to the emergence of the COVID-19
health crisis. This, along with the anticipated surge in
domestic milk production and the reduction in food-services
sales, is anticipated to curb China’s dairy product imports




Table 3. Trade in dairy products:

Principal exporting countries

Average 2019 2020 Change
2016-18 prelim. f'cast 2020 over
2019
thousand tonnes
(product weight)

WHOLE MILK POWDER
World 2486 2621 2441 -6.9
New Zealand 1352 1541 1416 -8.1
The EU and the UK* 370 298 276 -7.2
United Arab Emirates 112 167 155 -7.1
Uruguay 126 132 122 -7.1
SKIM MILK POWDER
World 2386 2539 2 336 -8.0
The EU and the UK* 725 962 804 -16.4
United States of America 639 704 727 3.2
New Zealand 401 375 352 -6.0
Belarus 114 123 118 -4.1
BUTTER
World 914 964 9208 -5.9
New Zealand 464 464 458 -1.5
The EU and the UK* 179 216 191 -11.4
Belarus 84 78 72 -8.4
India 17 44 34 -23.2
United States of America 38 33 31 -4.7
CHEESE
World 2478 2647 2 659 0.5
The EU and the UK* 821 880 885 0.5
United States of America 327 362 364 0.4
New Zealand 340 336 343 2.2
Belarus 202 244 258 6.0
Australia 170 160 166 4.0

* Excluding trade between the EU member countries.

by 8 percent, to 14 million tonnes in 2020. The decline
would mostly affect milk powders, whereas butter and
cheese purchases are expected to rise. Elsewhere, imports
are anticipated to decline due to COVID-19-related market
disruptions and widespread economic slowdowns. As in
all economic crises, the loss or reduction of household
incomes is likely to have a disproportionately strong negative
influence on demand for high-value food items, such as
dairy products, with a depressing effect on import demand.
The weakening of global import demand is forecast to
curtail exports of dairy products from the EU and the UK,
New Zealand, United Arab Emirates and Uruguay,
while shipments from the USA and Argentina may rise
somewhat. In the EU and the UK, overall dairy exports are
predicted to fall by 7.4 percent, mostly reflecting reduced
shipments, especially of milk powders to Middle Eastern
countries, many of which have been affected by the current
slump in oil prices. In New Zealand, lower sales of milk
powders and butter, especially to Asian markets, are behind

an anticipated 5.3 percent (or more than 1 million tonne)
contraction in exports to 19 million tonnes. Deliveries from
United Arab Emirates and Oman — two countries with
substantial transhipment business — are also expected to
decline, reflecting reduced demand from neighbouring
countries. Exports from the USA may rise somewhat,
underpinned by increased sales, in particular of skim milk
powder, to the Philippines, Indonesia, Malaysia, Peru and
Colombia. The production recovery in Argentina, coupled
with firm butter and cheese demand, could also boost the
country’s dairy exports above last year’s level.

Trade performance of key milk products

The predicted overall decline in global dairy trade conceals
significant variations at the individual dairy product level.
Under current market conditions, exports of milk powders
and butter are forecast to decline most, while trade in
cheese and most other dairy products may rise or remain
stable. Consumer preferences, differences in the shelf-life
and underlying production technologies of the various
dairy products explain the divergent trade patterns. In
2020, world exports of WMP are projected to fall by almost
7 percent in 2020, reversing two years of expansion, while
those of SMP and butter are currently foreseen to drop by
8 percent and 6 percent, respectively. In counter tendency,
deliveries of cheese are forecast to hold firm and register a
0.5 percent growth.

Whole milk powder

Steep import contractions expected

World exports of WMP in 2020 are forecast at

2.4 million tonnes, 6.9 percent lower than in 2019,

reflecting likely reductions in purchases by most WMP

importing countries. Particularly steep drops in imports are

anticipated for China, Algeria, United Arab Emirates

and Saudi Arabia, slightly offset by expected increases

in Cuba, Indonesia, the Philippines and Australia. In

China, large milk supplies were diverted for manufacturing

WMP, adding to already substantial availabilities,

which included a considerable proportion of the dairy

products that had been imported for the Lunar New Year

celebrations. As a result, Chinese WMP imports are set to

decline by about 12 percent to 703 000 tonnes in 2020.

Algeria, United Arab Emirates and Saudi Arabia, as

well as several other countries in the Middle East and North

Africa, are also projected to curtail their WMP purchases.
The current shortfall in global demand for WMP is

causing key WMP exporters to scale down shipments. New

Zealand's WMP exports are forecast to fall by 8 percent

(124 000 tonnes) to 1.4 million tonnes, which would

likely lead to a stock build-up towards the end of the year.
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In the EU and the UK, WMP exports are likely to hover
around 276 000 tonnes, down 7 percent from last year,
under anticipation of particularly large falls in deliveries
to the Middle East. The projected decline in WMP exports
by the United Arab Emirates and Oman reflects the
impact of the current crisis on the transhipment and dairy
reprocessing business.

In May 2020, the export price for WMP from Europe
and Oceania averaged USD 2 582 per tonne, 21 percent
lower than the USD 3 268 per tonne recorded in January.
The decline was particularly pronounced in Europe, where
prices plunged by 30 percent, reflecting the sharp fall
in import demand from the Middle East, a key market
for European WMP.

Figure 4. World WMP exports and FAO WMP price

index
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Skim milk powder

Exports to plunge amidst rising stocks

World SMP exports are forecast at 2.3 million tonnes,

down 8 percent (203 000 tonnes) year-on-year, due to the
weakening import demand, especially from China, Algeria,
the Philippines, Malaysia, the Russian Federation,
Mexico and Viet Nam. China’s SMP imports are set at
284 000 tonnes, down 24 percent (89 000 tonnes) year-on-
year, reflecting high SMP stocks already held by the country,
due to the high volumes imported earlier in the year,

which remained unsold. Elsewhere, import curtailments

are anticipated, reflecting COVID-19-related market
disruptions and widespread economic slowdowns. The
poor global demand is resulting in falling exports of SMP,
especially from the EU and the UK, New Zealand and
Australia, while the USA may record some increase. In the
EU and the UK, SMP exports may reach 804 000 tonnes,
16 percent (158 000 tonnes) less than in 2019, mainly due
to significant cuts in deliveries to eastern Asian markets.
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This decline would result in a further accumulation of
SMP stocks, which had already built up due to falling
milk and dairy product sales in domestic markets. In New
Zealand, SMP exports are projected to decline by 6 percent
(22 600 tonnes) to 352 000 tonnes, which may lead to
adjustments in the country’s product mix, possibly in favour
of WMP, the preferred product with more widespread
outreach. Australia’s SMP exports are also predicted to
drop to 116 000 tonnes, down 9 percent year-on-year,
following an 18 percent fall witnessed last year. By contrast,
the USA is anticipated to step up its SMP exports by
more than 3 percent to 727 000 tonnes, recovering from
the slight downturn experienced last year, with larger
shipments directed to Asian markets.

In May, international SMP prices stood at USD 2 247 per
tonne, 24.5 percent lower than the USD 2 977 per tonne
registered in January.

Figure 5. The EU-27 and the UK SMP exports by

destination
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Butter

Loss of food-service sales cause global imports to drop
World butter exports are forecast at 908 000 tonnes in
2020, down 6 percent (56 000 tonnes) from 2019. This
downturn is anticipated to arise from weaker global
demand on the back of disruptions to food-service sales,
which absorb a significant volume of the global butter
output. Much of the decline in world imports is set to be
concentrated in Mexico, the Islamic Republic of Iran, the
Russian Federation, Saudi Arabia, the USA and United
Arab Emirates, which would only be partially offset by
likely upturns in imports by China and Japan.

The depressed global demand for butter is causing
reduced sales by many leading exporters, most prominently
the EU and the UK, India, New Zealand and Belarus.

In the EU and the UK, exports are forecast to fall to




191 000 tonnes, down 11 percent (25 000 tonnes) year-
on-year, which will likely lead to a butter stock build-up,
especially if retail sales and demand from food industries
fail to recover. Following a 47 percent surge in exports in
2019, India’s deliveries this year may fall by 23 percent,

to 34 000 tonnes. In New Zealand, exports are predicted
to amount to 457 500 tonnes, 1.5 percent (6 900 tonnes)
less than last year. In Belarus, an anticipated 8 percent
decline in butter exports to 72 000 tonnes may foster a
change in the dairy production mix in favour of other dairy
products, such as cheese, whey and cream. Prospects for
butter exports by Ukraine, the USA and Uruguay are also
expected to be negatively affected, which may result in a
further rise in global inventories.

Since the beginning of year, global butter prices have
retreated by 17.3 percent, averaging USD 3 340 per tonne
in May. Much deeper falls were recorded in Europe, where
they reached USD 2 475 per tonne, 38.7 percent less
than in January.

Figure 6. New Zealand's butter exports by

destination
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Cheese
Despite supply-demand imbalances, cheese trade to register
growth

Unlike the other major dairy products, trade in cheese is
expected to rise, albeit only slightly. At 2.7 million tonnes
in 2020, world cheese exports would be up 0.5 percent
year-on-year, compared to a 3.3 percent average annual
growth over the past three years. In 2020, the Russian
Federation, China and the Republic of Korea are
forecast to increase their purchases, generally underpinned
by continued demand from affluent consumers. On the
other hand, cheese imports are forecast to decline in Saudi

Arabia, the USA, United Arab Emirates, the EU and the
UK and Australia.

The anticipated increase in the world cheese trade is
likely to be met through larger sales by Belarus, New
Zealand and Australia, but also Argentina, the EU
and the UK and the USA. Cheese exports by Belarus
are expected to rise by 6 percent, sustained by increases
in production, with parallel reductions in other dairy
commaodities, especially milk powders. The change in the
production mix was made in response to an expected rise
in import demand from the Russian Federation. Cheese
exports from New Zealand could rise by 2.2 percent to
343 000 tonnes, spurred by sustained demand from Asian
markets, in particular China, the Republic of Korea and the
Philippines. With more milk diverted into producing cheese,
Australia may also be in a position to step up its exports.
Export sales by the EU and the UK are forecast to grow
by 0.5 percent to 885 000 tonnes, as a result of robust
demand from Asian markets.

From January to May, the FAO cheese price sub-index
increased by 1.5 percent, amid seasonally low spot supplies
of cheese from Oceania.

Figure 7. Cheese exports by major exporters
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FISH AND FISHERY PRODUCTS

©FAO/Simgp-é;C!asetta

COVID-19 SEVERELY DAMPENS DEMAND AND
CREATES CHALLENGES THROUGHOUT THE
SUPPLY CHAIN

Global fish production in 2019 fell by around 1 percent.
Trade in fish and fisheries products contracted in both
volume and value terms, primarily due to geopolitical
tensions and trade conflicts. This year was expected to be
somewhat more positive for the seafood industry relative
to 2019, but the emergence of the COVID-19 pandemic
and associated impacts have rendered previous forecasts
largely irrelevant.

Figure 1. FAO Fish Price Index
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Table 1. World fish market at a glance

56 FOOD OUTLOOK

JUNE 2020

2018 2019 2020 Change:
estim. f’cast 2020
over
2019
million tonnes (live weight) %
WORLD BALANCE
Production 178.5 175.9 172.9 -1.7
Capture fisheries 96.4 91.8 89.9 -2.0
Aquaculture 82.1 84.1 82.9 -1.4
Trade value 164.1 159.6 150.4 -5.8
(exports USD billion)
Trade volume (live weight) 67.1 65.3 63.2 -3.2
Total utilization 178.5 175.9 172.9 -1.7
Food 156.4 156.4 154.2 -1.4
Feed 18.2 15.5 15.0 -3.5
Other uses 4.0 4.0 3.7 -7.5
SUPPLY AND DEMAND INDICATORS
Per caput food consumption:
Food fish (kg/yr) 205 203 19.8 2.4
From capture fisheries (kg/year) 9.7 9.4 9.1 2.4
From aquaculture (kg/year) 10.8 10.9 10.6 -2.4
FAO FISH PRICE INDEX 2018 2019 2020 Change:
(2002-2004=100) Jlan-May  Jan-May
2020
over
Jan-May
2019
%
158 154 147 -8.3

Totals may not match due to rounding
Source of the raw data for the FAO Fish Price Index: EUMOFA, INFOFISH,
INFOPESCA, INFOYU, Statistics Norway




In an effort to contain the virus, governments around
the world have introduced isolation directives, limitations
on business opening hours and travel restrictions. The
restaurant industry was one of the first sectors to be shut
down, leading to an evaporation of food-service demand in
many important markets. Effects on retail sales have been
more mixed, however, with demand for packaged and
frozen products boosted as households look to stock up on
non-perishable foods.

On the supply side, labour shortages and other business
challenges appear likely to continue exerting a negative
impact on seafood production across the world, alongside
the poor demand outlook. Aquaculture harvests are being
delayed and stocking targets drastically reduced, while
entire fishing fleets are laying idle. Businesses further down
the supply chain have all been affected by the lack of raw
material, on top of other operational difficulties. Logistics
have become costly and slow due to closed or restricted
road borders, health inspection delays, and the large-scale
cancellation of flights.

Industry stakeholders are calling for financial aid and
regulator flexibility in terms of adjusting catch quotas and
raising biomass limits, and emphasizing the need to rapidly
understand and plan for long-term changes in the market
landscape. While China and some other countries have
been able to return to somewhat normal conditions in a
relatively short period of time, the process will be slower in
the EU and the USA. For other markets where the virus is
later to peak, such as Brazil, the scale of the damage is yet
to become clear.

Whatever the time frame, prolonged market downturn
can be expected even after current restrictions are
lifted or relaxed. Luxury products and species that are
primarily marketed fresh and through the food service
will be the most heavily affected. Most seafood trade
events will continue to be postponed or cancelled for
some time to come.

SHRIMP

The COVID-19 pandemic will severely dampen global
shrimp production in 2020. The shrimp farming season
in Asia, which generally begins in April, is now set to
be delayed until June/July. The situation has led to a
general forecast of a 30-40 percent fall in farmed shrimp
production in India during the 2020 farming season.
The pandemic has also significantly impacted shrimp
demand in both domestic and international markets,
with worldwide demand for both fresh and frozen
shrimp declining significantly. Although there have been
strong increases in grocery sales and takeout deliveries,

overall consumption has declined. This trend is likely to
continue for the rest of the year both in developed and
developing markets.

TUNA

In terms of raw material supplies, tuna packers in Southeast
Asia have reportedly been less affected as many have been
holding sufficient raw material bought in 2019, although
catches may fall due to the measures implemented to
combat COVID-19. In the Western and Central Pacific
Ocean, the three-month fish aggregating device (FAD)
fishing closure will be in force from July to September
2020 and tightening supply is likely to push frozen
tuna prices up.

Reduced household purchasing power due to
widespread economic difficulties has translated into
a worldwide demand boost for canned, pouched and
processed tuna during the first quarter of 2020 as
consumers shifted their purchasing to shelf-stable products
amidst COVID-19 lockdowns. By contrast, the non-
canned tuna market (fresh and frozen dressed fish, fillets
and steaks) will certainly be negatively affected by the
economic downturn.

GROUNDFISH

Global groundfish supplies are expected to be somewhat
higher in 2020 than in 2019. Estimates indicate an increase
of about 300 000 tonnes, all of which will come from
aquaculture. Market demand for groundfish is good, but
there will be a shift from the restaurant and food-service
sector to the retail sector.

Figure 2. USA imports canned tuna
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With the expected economic difficulties forthcoming
due to COVID-19 in most economies, more expensive
products will likely suffer a decline in demand, while
cheaper products will be more popular. There will also be
an accelerated shift from sales through traditional outlets to
e-trade and home delivery. This trend is developing rapidly
during COVID-19, and it is expected that such distribution
to consumers will continue after the pandemic is over.

CEPHALOPODS

The outlook for octopus supplies indicates that they
will decline somewhat in 2020, compared with 2019.
Mauritania and Morocco are introducing further restrictions
on octopus fishing, and this is likely to reduce supplies. The
other two large producers, China and Mexico, are expected
to land about the same volume as in 2019.

The COVID-19 pandemic has put a severe dampener
on cephalopods trade. The collapse of the tourism industry
and a general weakening of demand has seen a decline in
imports into the two major EU27 markets — Spain and Italy
— while buying interest is also slow in Japan. This situation
is expected to last throughout the rest of the year.

PANGASIUS

After pangasius prices peaked in 2018, a strong supply
response in 2019 followed by the economic devastation
inflicted by the COVID-19 pandemic in early 2020 has seen
pangasius prices collapse.

In Viet Nam, where the vast majority of internationally
traded pangasius is produced, farmers are reluctant to

Figure 3. Japan imports of squid and cuttlefish
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stock any significant quantities, with farmgate prices barely
at break-even levels and core markets subdued.

In China, which has become an increasingly important
target market for the Vietnamese industry, authorities
began loosening COVID-19 restrictions at the end of
March. However, it will take some time for Chinese
demand to recover fully.

TILAPIA

In China, the world’s largest tilapia producer, the
containment measures associated with the pandemic have
translated into delayed tilapia production, feed shortages
and limited processing activity.

In Brazil, where the tilapia sector has been expanding,
industry representatives have requested that the
Government immediately suspend some taxes on producers
and extend credit access for farmers.

Chinese marketers, who have been struggling to make
headway in a lukewarm US market for several years, were
hit hard by a 25 percent tariff on Chinese-origin imports
into the USA in 2019. Now the COVID-19 outbreak has led
to uncertainty dominating market sentiment with prices
under downward pressure. However, the tighter supply
combined with strong frozen product retail sales and the
removal of US tariffs in April 2020, may soften the impact
on markets to some extent.

SEABASS AND SEABREAM

The somewhat brighter outlook for the bass and bream
sector that was emerging at the end of last year has
deteriorated again in 2020.

Figure 4. Seabass/bream prices Greece
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First, Storm Gloria that hit the Western Mediterranean
in January 2020 saw the Spanish sector lose almost
50 percent of penned fish to escapes. Although the
resulting supply contraction would have lifted prices in a
normal market, the wider market impact brought about
by COVID-19 has seen demand all but disappear. Together
with increased logistical costs, this has quickly pushed the
vulnerable Greek industry into dangerous financial territory,
while Turkish producers are also suffering. With backed-up
biomasses and an uncertain path to economic recovery,
sector profitability is set to be severely impacted.

SALMON

For 2020, Atlantic salmon production growth is expected
to slow to around 2-3 percent while the market is set to
contract. In Chile, where the salmon sector had to face
an array of challenges associated with social unrest in the
last quarter of 2019, the COVID-19 outbreak is affecting
both domestic production and foreign trade. In other large
producing countries, such as Norway, the direct impact of
COVID-19 restrictions on supply operations has been more
limited, but producers are nevertheless having to contend
with a weakened market and logistical difficulties. In the
wild salmon sector, meanwhile, the industry is looking for
solutions to the potential seasonal labour shortages this
summer expected to result from COVID-19 travel restrictions.
The impact of the COVID-19 pandemic on the global
salmon market has been significant, with analysts
projecting a drop in worldwide demand for salmon of at
least 15 percent. In particular, retail sales of fresh salmon
and trout have fallen greatly, and this segment will not
recover for some time.

Figure 5. Chile exports salmon
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Figure 6. Norway exports Salmon
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SMALL PELAGICS

Supplies of small pelagics are forecast to increase in
aggregate by about 4 percent in 2020 compared to 2019,
but changes will be different depending on the species.
Atlantic herring will have a tighter supply situation, whereas
mackerel supplies will increase.

The Norwegian krone has depreciated dramatically
against the US dollar and the Euro in recent months, and
this has had a significant effect on world prices. While
Norwegian exporters can sell at lower prices in US dollars
without suffering any loss in krone terms, other producers
(like Denmark) can see export revenues fall. The British
pound has also depreciated against the Euro, and British
exporters will therefore experience similar effects as the
Norwegian exporters.

FISHMEAL AND FISH OIL

In Peru — the leading global fishmeal and fish oil producer —
the Government has introduced a number of preventative
measures that have direct implications for the anchovy
industry, including restrictions on boats entering ports,
physical distancing policies for crew members and a directive
to prohibit boarding for people over the age of 60. These
factors will all lead to a decline in fishmeal and fish oil
production in 2020.

From the demand side, with restaurant closures and
a sharp contraction in trade, there is lower demand for
farmed fish, and thus the need for feed. However, with
COVID-19 now under better control in China, it is expected
that Chinese demand for fishmeal will strengthen once the
country’s pig farming and aquaculture sectors begin to show
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Figure 7. Prices fish oil in Europe
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signs of rebound.

In the short term, prices are expected to continue
their upward momentum as a result of poor raw material
supply from Peru.

CRAB

While Canadian king crab supplies are expected to increase
in 2020, the Alaska quota was reduced to the lowest since
1982. Global supplies of king crab are therefore forecast
to be tighter in 2020. By contrast, snow crab supplies are
expected to be strong.

Demand for crab is continuing to grow in China,
especially for king crab. However, trade was abruptly halted
due to COVID-19 and trade volumes dropped dramatically.

Figure 8. China imports crab
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BIVALVES

Worldwide, bivalve producers have started longer grow
times and are not restocking aquaculture sites. Many
aquaculture companies are halting operations in light of
the deteriorating market situation, waiting for government
support in order to survive. As a result, supply will be far
lower than normal.

Bivalve trade has been severely affected by COVID-19.
Companies selling on the Chinese and Chinese Hong
Kong Special Administrative Region (SAR) markets have
reported sharp declines in orders, and short-term recovery is
unlikely. In Chile, mussel producers have had to cope with
civil unrest in the country on top of COVID-19, which is
impeding logistics and day-to-day operations.

Demand for bivalves, particularly fresh and live, will
continue to suffer from economic recession and an
expected 80-90 percent drop in demand from the tourism
sector this year. On the positive side, demand for ready-
to-eat bivalve products from supermarkets is increasing,
particularly for scallops.

In the longer term, many small-size production and
trading companies in the EU, Asia and the USA are unlikely
to reopen their business until 2021, and some may not be
able to survive the dire economic impacts of COVID-19.

LOBSTER

The Maine lobster harvest in 2019 was more than
20 percent below that of 2018, and may drop
further in 2020.

In general, demand is growing in several markets,
especially in China. The COVID-19 pandemic halted

Figure 9. Prices mussels France
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trading for almost two months at the start of 2020, but
it is now starting to pick up again as China emerges
from the lockdown.
The trade tension between the USA and China has
major implications for the lobster trade. Chinese importers

have shifted to Canadian suppliers, which have taken over

the market share from their US counterparts. In response,
US traders are currently putting pressure on harvesters to
close down their activities in order to maintain prices.
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COVID-19: FROM A GLOBAL HEALTH
CRISIS TO A GLOBAL FOOD CRISIS?

International food markets are well supplied, but supply chain disruptions and access to food by

the most vulnerable warrant interventions

Contributed by:
Josef Schmidhuber
Josef.Schmidhuber@fao.org

As the world faces an unprecedented public health crisis

in living memory in the form of COVID-19, this special
feature examines the current and likely impacts of the
pandemic — the “Great Lockdown” — with a focus on
international food markets. Such markets are not insulated
from changes in the wider economy, therefore emphasis is
placed on how broader economic shocks have, and can be,
transmitted to food markets, notwithstanding the direct
transmittable effects of the novel virus to the agricultural
sector. In terms of required policy responses, much can be
learnt from previous crises, especially the “Great Recession’
culminating in 20092. It provides an informative benchmark
on how to return market functioning to normality, even if

U

contagion rates remain unchecked.

The big picture — what we can expect

With the new coronavirus spreading rapidly, the impacts
of the COVID-19 pandemic on global agricultural and food
markets are becoming increasingly apparent. The contours
of these impacts are shaped by changes in macroeconomic
environments, energy and credit markets, and importantly,
input prices and prices in agricultural factor markets. Some
of these shifts resemble those of the last global crisis — the
Great Recession — and the lessons learnt can help target
policy responses in addressing the challenges of the severe
0oNngoing economic emergency.

Not to detract from the global scale of the human
tragedy from COVID-19, a leading indicator of the
economic impact of the virus is that of GDP growth. The

T This special feature is based on recent analysis by Schmidhuber and Qiao,
available at: www.fao.org/3/ca8833en/CA8833EN.pdf
2 For global food and agriculture, the Great Recession unfolded as a

combination of two distinct crises that followed each other from 2007 to 2009.

The initial 2007-2008 crisis was largely limited to food and agriculture, arising
from a combination of supply and demand shocks within the global agri-food
sector. The 2009 crisis arose from an external demand side shock, brought
about by the sharp contraction in overall economic activity in 2009, which is
now known as the Great Recession. When referring to the Great Recession,
this special feature of Food Outlook distinguishes two distinct sub-crises, i.e.
the global food crisis of 2007-2008 and the global recession of 2009.

International Monetary Fund’s (IMF) most recent World
Economic Outlook (April 2020)° forecasts a global recession
to the tune of a -3 percent annual fall in world GDP in
2020. This compares with a mere -0.1 percent reduction in
2009. The IMF expects global growth to rebound in 2021,
with a yearly growth rate of 5.8 percent. It estimates the
cumulative output loss in both 2020 and 2021 at USD 9
trillion. The Fund’s projections also suggest that no country
group — rich or poor — will escape economic contraction,
with high-income countries expected to experience deeper
and longer-lasting recessions. Such has been the severity
of the COVID-19 shock that the IMF has significantly
downgraded GDP growth in a matter of months, as
illustrated in Figure 1.

The newly projected economic environments are likely
to unleash profound impacts on food demand, access to
food and nutritional outcomes, well into next year. The
big question is whether COVID-19 will lead to a full-blown
global food crisis, resembling what the world experienced
over the years 2007 to 2009.

Is there enough food currently available?

To set the all-important stage, a critical question is whether
current global food supplies can satisfy food needs. One
traditional indicator to guide this assessment is the amount
of cereal stocks held globally, and their ‘liquidity’, that is
whether they are made available for procurement on the
international stage. At the beginning of the 2020 COVID-19
crisis, cereal stocks hovered around a multi-year high of
about 850 million tonnes. In absolute terms, they were
nearly twice as high as at the beginning of the 2007/08
crisis (472 million tonnes) and even relative to utilization,
they had reached levels far above those registered in
2007/08. These high stocks should provide a solid buffer
against adverse shocks such as, for instance, a bad weather
event in the 2020/21 growing season. While important,
absolute levels of stocks are not all that matters for buffer
capacity. Equally significant is the distribution of stocks over
countries, over exporters and importers, and notably, their
concentration over major storers (few or many).

3 https://www.imf.org/en/Publications/WEQ/Issues/2020/04/14/weo-april-2020
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Figure 1. GDP growth revisions to the COVID-19 shock
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Irrespective of the tradability or not of cereal inventories
concentrated in a few major countries, Figure 1 shows that
many countries are better placed to distribute staples for
domestic utilization from current stocks, compared with
the last crisis.

Table 1 summarizes the concentration ratios of cereal
stock holders of the top 1, 3, 5 and 7 storers in 2007/08
and 2020/21. All calculations are based on quantities.

The figures show that the concentration of stocks across
countries was already very high in 2007/08, but has
further increased over time. A large share of stocks is not
only in the hands of a few countries, but is also held by
storers such as China and India, which have not been very
responsive to global price signals in the past. Put into the
context of the current crisis, the high stocks held globally
may not provide as much buffer capacity as their absolute
levels suggest in the case of a disruption in the global
supply chains, caused, for instance, by a breakdown in bulk
shipment facilities.

Falling price of internationally traded
foodstuffs portend a boon for food
security

The price hikes for basic foods on a global level made

the 2007/08 crisis a particularly serious one. In addition

to losing jobs and incomes, consumers also saw their
purchasing power decline as food prices rose. The changes
in international prices caused by the 2020 crisis are in

stark contrast to the 2007/08 developments. Virtually all
quotations for globally traded foodstuffs were in decline

at the beginning of the year, and COVID-19 has since put
further impetus to this trend, especially for sugar, vegetable
oils and meat products.
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Barring major disruptions in the supply chains, the
projected economic recession means that the trend of
generally lower food prices could prevail throughout the

Table 1. Concentration ratios of global cereal
stocks (closing levels)

crl a2 a3 a3

2007/08 37% 62% 64% 67%
CHN CHN, USA, CHN, USA, CHN, USA, EUR,
EUR EUR IND, RUS, CAN,

IND, RUS UKR

2020/21 47% 66% 74% 77%
CHN CHN, USA, CHN, USA, CHN, USA, IND,
IND IND, EUR, BRA, ARG

EUR, BRA RUS

current crisis. Lower food prices on international markets
should also attenuate global food security concerns
compared with the Great Recession. However, they cannot
necessarily prevent local, national and international
disruptions in food supply chains. Nor can they ensure that
prices in local currencies do not see increases, given the
often hefty depreciation of currencies against the US dollar.

Trade has an increasingly important role to
play

To put the importance of adequate global food supplies

in further perspective, exporters of foodstuffs have an
increasingly important role to play in meeting global

food needs. Import dependency* by countries on the
international marketplace for food has steadily increased

4 See www.fao.org/3/ca8833en/CA8833EN.pdf for the methodology in
calculating import dependency




Figure 2. Cereal stocks of the 10 largest storers 2007/2008 vs 2020/2021
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over time, and now stands on average at around

28 percent globally. However, as shown in Figure 3, there
is a significant dispersion in the level of food import
dependency, with some countries relying as much as

98 percent on the global markets for their food needs.
Indeed, many countries that are traditionally heavily reliant
on international markets are economically vulnerable, such
as those situated in sub-Saharan Africa and South Asia, as
well as Small Island Developing States (SIDS). Their plight is
particularly noteworthy given their dependence on foreign

remittances, which are expected to decline sharply, while

Figure 3. Food import dependency around the world

for SIDS, dependence on remittances, and to an even
greater extent on tourism, increases their exposure due to
the closure of international borders to visitors.

Greater diversification in agricultural trade
equates to increased resilience

The degree of exposure of the global trading system to a
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potentially jeopardizing access to food for importers.
Conversely, a high concentration on the import side could
mean that a sharp reduction in import demand by one or
two major importers could significantly affect prices and
jeopardize revenue streams for exporters dependent on
these agricultural exports.

Figure 4 illustrates the change in concentration® for
all agricultural commodities, both exports and imports. A
comparison of the pre-crisis situation in 2007-2009 and
2020 suggests that the concentration of agricultural trade
has declined for many products on both the export and
import sides, i.e. for many agricultural products. These are
the bubbles in the lower left quadrant, i.e. all commodities
for which the number of importers and exporters has risen,
not declined. This means that, when moving into the 2020
crisis, more exporters and importers were participating
in trade, which should make the global trading system
for any given commodity more resilient to shocks, not
more vulnerable.

Despite the greater diversity over importers and
exporters in general, there are a number of noticeable
deviations from this trend, i.e. commodities where
either imports or exports, or both, have become more
concentrated over countries. The latter (both more

> Changes are based on the differences between the average Herfindahl-
Hirschman Index (HHI) prior to the two crises, i.e. the difference between the
average of HHIs 2013-2017 and the average in 2003-2007. The calculations
are undertaken for all agricultural commodities.

concentrated imports and exports) are commodities
depicted in the upper right quadrant of Figure 4, entitled
‘less diversified imports, less diversified exports’. In addition
to rice and palm oil, the most important product in this
rubric are soybeans, for which China has become the
dominant importer with a world market share close to
65 percent. Also, exports have remained in the hands of a
few countries, notably the United States of America, Brazil,
Argentina and, more recently, Paraguay.

The generally greater diversification offers added
resilience to the agricultural trading system, which
should prove increasingly important, as the number
of importing and exporting countries affected by the
COVID-19 crisis rises.

Exchange rates matter for import capacity and
trade competitiveness

One of the immediate outcomes to the 2020 COVID-19
crisis has been an adverse change in exchange rates. Figure
5 presents the trade-weighted US dollar index, which has
climbed to an all-time high, suggesting that Low-Income
Food-Deficit Countries (LIFDCs), depicted in Figure 6, could
struggle to buy food even when international food prices
are falling, especially those that do not have convertible
currencies and are heavily reliant on foreign exchange
reserves to procure goods on the international marketplace.
However, the strength of the US dollar has made non-
US exporters more competitive and kept a lid on US dollar-

Figure 4. Changes in the Herfindahl-Hirschman (HHI) Index for all traded commodities, imports and

exports
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Figure 5. Trade-weighted US dollar index (Jan 2006=100). Source: Federal Bank of St. Louis
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Figure 6. Exchange rate depreciation (in percent) of LIFDCs, January — April 2020
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denominated commodity prices, notably maize and sugar,
which were also affected by both lower energy prices and
high export availabilities. However, over the medium term,
the strength of the US dollar in conjunction with projected
higher commodity prices could add to inflationary pressures
in commodity exporting countries (Figure 7). It could also
add to existing problems in servicing US dollar-denominated
debts, which have seen a massive increase in recent years.

Current prices of energy, biofuels and
agricultural inputs support food producers

Agriculture is generally a highly energy-intensive industry,
especially for modern and large-scale enterprises. Trends
and absolute levels of energy prices in 2020 are radically
different from those in 2007/08. In 2007-2008, Western
Texas Intermediate (WTI) crude oil prices experienced a
massive run-up, culminating by mid-2008 at levels close to
USD 140/bbl, measured on a monthly average basis. In April

2020, by contrast, crude oil (WTI) prices had fallen below
USD 20/bbl on a monthly basis, and even below USD 12/
bbl during intra-day lows.®

In 2007/08, the rise in energy prices was so significant
that it turned agricultural products into competitive
feedstocks for the energy market, siphoning off increasing
guantities of agricultural products from food markets into
the biofuels market. The most direct effects were visible
in the demand for bio-energy feedstocks, while the more
indirect effects came through substitution on the demand
side and competition for cropland on the supply side,
which eventually lifted prices for all agricultural products.
The exact opposite set of drivers has been at work since
the beginning of the COVID-19 crisis. The sharp decline
in energy prices (Figure 8) caused prices of ethanol and

6 On 20 April 2020, quotations for nearby futures of WTI closed at levels of
minus USD 35/bbl, reflecting the need to rollover nearby futures to avoid
delivery in May.
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Figure 7. Depreciation rates in percent, January — March 2020, commodity currencies
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Figure 8. Crude oil and fertilizer indices, 2016=100 (Jan 2000 — Apr 2020)
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biodiesel to collapse and resulted, without any time lag, in
strong declines in the demand for, and prices of, bioenergy
feedstocks, such as maize, sugar and vegetable oils.

More generally, lower energy prices affect agricultural
production costs through several channels. The direct
impacts include lower costs of energy for all forms of
mechanization, including power needed to till fields, for
irrigation and for transportation. The indirect impacts are
channelled through lower costs of energy-intensive inputs
such, lubricants, pesticides and electricity while fertilizer
prices have been contained. These generally lower input
costs act as an automatic stabilizer for farm incomes, keep
prices for basic foodstuffs under downward pressure and
attenuate the direct impacts of the COVID-19 pandemic on
food and agriculture.
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Credit markets are tightening, debt
soaring in lower-income countries

As in the case of the Great Recession, the 2020 crisis is
also expected to have a negative impact on credit markets,
with developing countries being hard hit, given their high
indebtedness in foreign currencies, sharply depreciating
exchange rates and low commodity and energy prices,
which make it harder to service these debts. In response
to the COVID-19 crisis, many central banks around the
world intervened in lowering interest rates. Despite these
moves, market rates for borrowing fresh capital have often
risen, particularly in low-income countries. A Jubilee Debt
Campaign’ reported that interest rates have on average
risen by 3.5 percentage points for low- and middle-income

7 Jubilee Debt Campaign [online]. London. [Cited 27 April 2020]. https:/
jubileedebt.org.uk/




countries since mid-February, and that costs for new
borrowing stood at 10 percent.

The build-up of private debt by non-financial
corporations, e.g. private and public enterprises, which
now amounts to nearly three-quarters of total debt in
developing countries (a much higher ratio than in advanced
economies), is seen as particularly concerning. According to
the United Nations Conference on Trade and Development
(UNCTAD),® inherently volatile “foreign shadow financial
institutions” have played a major role in fuelling this
accumulation, such that around one-third of private non-
financial corporate debt is located in low-income countries.
While debt vulnerabilities remain contained in the majority
of Low-Income Developing Countries (LIDCs), some
40 percent of them currently face significant debt-related
challenges. Nine out of 12 countries that moved from ‘low/
moderate risk’ to ‘high risk/in debt distress’ are located in
sub-Saharan Africa.

With rising costs for capital, the impacts would also
be felt in agriculture, notably capital-intensive forms of
production. Credit markets could become an important
channel of transmission, adversely affecting capital-
intensive agriculture. This would further deteriorate
the commodity terms-of-trade for many commodity-
dependent LIDCs that have been under way since the last
price hike in 2012.

Supply chain disruptions present a major
hurdle

Agriculture and food supply chains are also labour-intensive
(especially for high-value crops, meat and fish) and the
8 UNCTAD. 2020. The coronavirus shock: a story of another global crisis

foretold. Geneva. (also available at https:/unctad.org/en/PublicationsLibrary/
gds_tdr2019_update_coronavirus.pdf).

effects of the Great Lockdown are bearing down heavily.
Labour market shocks arise from mobility restrictions

on workers, especially the migrant workforce, and the
direct health impacts of COVID-19 are weighing directly
on the ability of workers to produce, harvest or process
food. The labour force is also affected by a deterioration
of occupational health and safety standards. In addition,
COVID-19 is having a major impact on moving food to
domestic and international consumers, depending on the
mode of transportation.

Bulk: The Baltic Dry Index, which is a benchmark
measure for the cost of shipping goods around the world,
is hovering at the lowest level in 25 years (Figure 9). For
the first quarter of 2020, the index slipped more than
40 percent as the rapid spread of the new coronavirus led
to shipping restrictions and weakened demand for dry bulk
vessels. The index started to strengthen again in April 2020
as a gradual restart of industrial activity in China led to
rising demand for shipping vessels.

Container and truck transportation: \While bulk
shipments have seen few disruptions and no upward
pressure in prices, container and truck shipments are
already affected by the COVID-19 outbreak. These affect
mainly second-tier ports, transhipments to landlocked
countries and truck transportation within large countries.
For instance, shipments of tropical fruits from Southeast
Asia, which are in season at this time of year (April-May),
were disrupted through congestions at ports of Shanghai
and Tianjin,® leading to significant losses due to the
perishability of the produce. As another example, cargo
disruptions have been amplified by severe container
shortages stemming from increased imports of pork in
° Hey, J. 2020. Coronavirus: measuring the market impact. In: fruitnet [online].

London. [Cited 27 April 2020]. www.fruitnet.com/asiafruit/article/181021/
coronavirus-measuring-the-market-impact

Figure 9. Baltic Dry Index, 1995-2020
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response to African Swine Fever. The closure of some
wholesale markets due to quarantine measures has further
impeded sales. Not just container shipments are under
strain; there are also first reports about a lack of truck
drivers due to quarantine restrictions, industrial action or
actual illness. Strikes have been announced in several ports
of Brazil and Argentina; if they materialize, this would be
particularly disruptive given that April and May are the peak
period for Brazilian soybean exports.

Air freight: The so-called ‘bellies’ of passenger jets are
often used to ship high-value goods and foods, making
up a small but important portion of cross-border trade
around the world. As passenger traffic collapsed around
the world, air freight followed suit. While capacity increased
slightly on specialized cargo planes, the daily international
capacity available from the bellies of passenger planes was
80 percent lower globally in the final week of March. At
the same time, demand remained strong for air freight.
As supply chains around ports continue to come under
pressure, air transport remains a viable alternative for
importers and exporters. As a result, prices for air freight,
usually measured per kilogram or tonne of product, have
risen. Relative to pre-crisis levels, estimates suggest that
prices are up 20 percent to 30 percent across the Asia-
Pacific region, and that for some routes, such as Hong Kong
to Beijing, they may have jumped by about 50 percent.

All-in-all trade in food and agriculture
likely to contract in 2020

Generally, lower incomes and supply chain disruptions
suggests that total merchandise trade will likely fall
between 13 to 32 percent in 2020."° The World Trade

© World Trade Organization. 2020. Trade set to plunge as COVID-19 pandemic

upends global economy. Geneva. (also available at from www.wto.org/english/
news_e/pres20_e/pr855_e.htm).

Organization (WTO) expects a recovery in trade in
2021, although the extent is likely to be limited.
However, trade in agricultural products is projected to
contract more significantly (Figure 10), but less than
the average across all goods and services. A number of
factors suggest that agricultural trade is likely to be less
affected than total merchandise trade.

First, demand for agricultural products is relatively
income-inelastic; food is an essential product for all,
and the options for import substitution, i.e. replacing
food imports through domestic production, are limited
at least in the short term. Second, a considerable
amount of agricultural trade (especially cereals and
products in the oilseed complex) takes place in bulk
shipments, highly capital-intensive, and trade logistics
in many routes are highly automatized with little
human interaction. Disruptions due to health reasons
are no doubt possible, but they are less likely to result
in protracted interruptions of trade flows. For high-
value perishables (e.g. fruit and vegetables, livestock
and fishery products) as well as processed foods,
where bulk shipments play a lesser role, the impacts
of COVID-19 are expected to be more pronounced,
and could lead to a supply-induced worsening of
nutritional outcomes, notwithstanding falling incomes
of consumers, who may no longer be in a position to
afford such foodstuffs. Third, while global food value
chains are also becoming increasingly complex, the
international division of labour in food and agriculture
is much less pronounced than in other sectors. Finally,
international prices of food have begun to decline,
and this is a sector that has limited recourse to
widespread trade restricting measures, such as export
bans or taxes.

Figure 10. Agricultural trade projections, own calculations based on WTO estimates

L-shape U-shape
1700

Total Agricultural Trade to contract more markedly in the Great Lockdown
(volumes based on WTO 2020 forecasts)

V-shape e To'tal agricultural exports

1600

1500

1400
1300

1200

1100
1000

900

800

Agricultural export volume, USD billions

700

Source: WTO, own calculations

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

70 FOOD OUTLOOK

JUNE 2020




A global food crisis or not?

The analysis presented in this special feature suggests that a
COVID-19-induced global food crisis is not on the horizon.
Indeed, while the world food economy was ill-prepared

for the shocks that characterized the global food crisis

in 2007/08 and the recession that followed in 2009, this
cannot be said of the situation in 2020.

Global food production prospects are positive, stocks
are high, international food prices are low, trade is broader-
based with more importing and exporting countries, costs
of bulk transportation are depressed, fertilizer and input
prices remain stable, energy prices have collapsed and
competition from biofuels has virtually seized. Policy-makers
in 2020 are more experienced in dealing with global crises,
and arguably also better informed and better prepared. In
high-income countries, central banks are now fully familiar
with the instruments of monetary easing; they have been
adding new instruments to accommodate additional credit
needs. On the fiscal side, governments have been lifting
spending constraints. However, the large accumulation
of debts in low-income countries, including in foreign
currencies, is of concern as it could spark a credit crunch
and result in debt defaults.

The importance of ‘global stabilizers’ — allowing market
forces to equilibrate imbalances — are key to solidifying the
fundamentals for international food security. In order for
these stabilizers to do their job, the current hindrances to
logistics and distribution must be addressed and mitigated.

In this regard, governments must recognize the importance
of ensuring that trade, whether internal or international,
remains open and frictionless, free from restrictions, and
meets food capacities in terms of volumes and fulfilling
nutritional gaps. This also implies speedy clearances at
customs, borders and ports.

The truism that food is the most fundamental need
requires that farmers and agricultural workers are placed
on the same footing as health workers engaged in fighting
COVID-19. Equally, global and national food systems should
be regarded as on a par with health systems in ensuring
that hunger and poor nutrition problems are not allowed
to escalate. This in turn requires that farmers maintain
and invest in productivity, with access to affordable credit,
and that consumers have normal opportunities to procure
food and meet their nutritional needs on the marketplace.
Not all countries have the fiscal means to manage the
impacts of the pandemic, especially SIDS, which are highly
dependent on food imports. Also vulnerable are localized
shock-prone countries in sub-Saharan Africa, which are in
the grip of other crises, such as pest and disease outbreaks
(locust, African swine fever), adverse weather conditions, or
compromised security (civil strife). Their societies are facing
a loss of income-earning opportunities as well as deepening
threats to their livelihoods. As a result, cooperative
international support and interventions will be imperative to
safeguard the vulnerable populations of these countries and
avoid an aggravation of their food insecurity.
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Introduction

Since the FAO Food Price Index (FFPI) was introduced in
1996, global food markets have changed radically.2 While
the global population grew by 34 percent from 1996 to
2020, global net agricultural production increased by
almost 70 percent as measured in constant value terms.3
The volume of commodity trade in cereals, vegetable oils,
sugar, meats and dairy products increased by 66 , 240,
220, 130, and 190 percent, respectively, over the same
period. Prices of food commodities traded in international
markets as measured by the FFPI have risen relative to unit
prices of traded manufactured goods (measured by the
World Bank’s manufactures unit value index, or MUV) by
about 10 percent since 1996. However from 1996 they
fell to near 60-year lows in 2000, and then surged to 45-
year highs in 2011. Nominal prices have displayed high
variation on a monthly basis. In this context of change and
uncertainty, the FAO Food Price Index has become a critical
and timely monthly indicator of the state of international
food markets, gauging the change in food commodity
prices over time in nominal and real terms. The index is
widely quoted following its release on the first Thursday of
each month (always featuring in top-tier media) and is an
essential reference in global policy discussion.

This feature article documents the principal changes to
the FFPI due to take effect from July 2020, and outlines
their implications. The revisions reported here concern the
rebasing of the FFPI from the current base period of 2002-
04 to 2014-16, and various necessary changes to several
prices used in the construction of the index. The article also
includes revisions to the FAO Global Food Consumption
Price Indices (FGFCPI), which include the same prices as

2 |tis important to clarify that the FAO food price indices are formed from prices
of bulk food commodities in international trade. The indices do not portend
to indicate prices paid directly by retail consumers of food. Consumer price
indices for food can be found at www.ilo.org.

3 Estimates for the real value of net agricultural production are from FAOSTAT,
and the real value of trade is from the OECD-FAO Agricultural Outlook 2019-
2028.
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the FFPI, while also incorporating fish and oilseed prices.
The FGFCPI are based on reference weights calculated
using average per capita calorie and protein availability, as
opposed to trade weights used for the FFPI.

Revision of the FAO Food Price Index

The FFPl is a Laspeyres price index, which is calculated

as the trade-weighted average of the prices of food
commodities spanning the key agricultural markets for
cereals, vegetable oils, sugar, meat and dairy products.
While these commodities represent about 40 percent of
gross agricultural food commodity trade (FAOSTAT), they
are chosen for their high and strategic importance in global
food security and trade. The Laspeyres price index is used
because it facilitates timely updates. Prices are combined

in the various sectors using trade weights calculated from
average export values over a chosen three-year base period,
when the trade wweights appear most stable relative

to their trend values. A three-year period is chosen to
minimize the impact of variation in both internationally
traded prices and quantities. The base period 2014-16
was chosen as the new base as it was considered the most
representative period for most markets in the past ten
years. Over time, it is important to review price inputs when
new conditions affect their availability, representativeness
and timeliness. As trade patterns evolve, it is imperative to
update the base period to ensure that the weighted basket
remains relevant.

Revision to commodity prices and their sectoral
indices

The current FFPI comprises separate sub-indices for five
major food commodity groups. Table 1 outlines the

construction of these sub-indices and notes the revisions
that have been made to each. After revision,

4 For a mathematical description of the index and its components, refer to Food
Price Index Revisited in Food Outlook, November 2013. Food and Agriculture
Organization of the United Nations [online]. Rome. [Cited 20 May 2020]. www.
fao.org/fileadmin/templates/worldfood/Reports and docs/FO-Expanded-SF.pdf.




Table 1. Summary of revisions to sectoral indices and component commodity prices.

DESCRIPTION BY SECTOR

Cereal price index

Compiled using the International Grains Council (IGC) Wheat
Price Index of 10 quotations, 1 US maize quotation and 16
rice quotations. The rice quotations are combined into groups
consisting of higher quality Indica, lower quality Indica,
Japonica and Aromatic rice. Within each group, a simple
average of the relative prices of appropriate quotations is
calculated; then the average relative prices of each of the
three varieties are combined by weighting them with their
trade shares. Indices for wheat, coarse grains and rice are
combined using export value weights of the base period
2002-2004.

Vegetable oil price index

Based on 10 quotations for soybean, sunflower, rapeseed,
groundnut, cottonseed, copra, palm kernel, palm, linseed
and castor oil. Prices are weighted by trade shares of the base
period 2002-04.

Sugar price index
Calculated from International Sugar Agreement prices using
2002-2004 average as base.

Meat price index

Computed from average export unit values/market prices of
bovine, pig meat, poultry meat and ovine meat, weighted by
world average export trade shares for 2002-2004. Includes
two poultry, three bovine, three pig, and one ovine meat
products, with 27 quotations in total used in the calculation.

Dairy price index

Computed from two price quotes each (one for Europe
and one for Oceania) for butter, skim milk powder (SMP)
and whole milk powder (WMP), and one price quote for
(Oceanian) cheese. The average of quotes is weighted by
world average export trade shares for 2002-2004.

REVISIONS TO BE IMPLEMENTED IN JULY 2020

In the grains sub-index: no change to the wheat
subcomponent; the US maize quotation replaced by the IGC
Maize Price Index (an average of 4 different maize price
quotations); the barley subcomponent based on the IGC
Barley Price Index (an average of 5 different barley price
quotations); and 1 (new) sorghum quotation added.

In the rice sub-index, a glutinous subcomponent was added
based on two price quotations; Indica components are no
longer differentiated by quality, with quotations instead
grouped under a single Indica component; Australian
Japonica prices have been replaced with Vietnamese Japonica
guotations; Vietnamese (new) quotations are added to
Aromatic subcomponent; Indian (new) quotations have been
added to Indica subcomponent; and sub-index weights have
been redefined based on analysis of varietal structure of trade
during revised base period.

Trade weights for 2014-16 used to aggregate prices.

No change in the commodity composition. Trade weights for
2014-16 used to weight quotations.

No change in terms of price coverage. Index only rebased to
2014-16.

US and Brazilian export unit values for various meats have
been revised to include fresh and chilled products, in addition
to frozen, effectively adding 8 (new) quotations to the index
defined by the Harmonized System (HS) codes, resulting in

a more comprehensive and representative view on the unit
prices of the most traded meat products. Australian lamb
prices added to the ovine subcomponent.

Trade weights for 2014-16 used to weight quotations.

European Union (EU) cheddar prices has been added to
the cheese subcomponent starting 2008; butter, SMP and
WMP subcomponents were redefined to include European
Commission-reported EU prices for these products, starting
from 2008.

Trade weights for 2014-16 used to weight quotations.
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24 commodities will be covered by the FFPI. With additional
commodity and market coverage, the new index will be
based on 95 price quotations, compared to 73 in the
current one.

The effects on the commodity price indices are
illustrated by sector in Figures 1-5, which, with the current
and revised indices normalized to 100 for January 1990,
depict the cumulative impact of the revisions between
the respective series. Table 2 provides summary statistics
comparing the current and revised indices.

For cereals, the cumulative impact of the revisions
is less than 1 percent by March 2020. While the trade
share of wheat falls, the shares of maize and rice rise. The
high correlation of price movements helps to keep the
index resilient to these changes. A simple ordinary least
squares (OLS) prediction explains the movements in the
current index, with a standard error of only 1.1 (that is the
standard deviation of the distance between predicted and
actual values). This implies that the revised cereal index
conveys the same information regarding price variations as
the current index. However, an analysis of turning points
indicates that in 5 percent of the monthly observations,
the current and revised indices are moving in opposite
directions. Given the very high degree of fit between the
revised and current indices, these turning point differences
are not considered as a significant issue.

The current and revised vegetable oil indices show little
visual differences, given no changes to the component
price series. The revised index predicts movements in
the current index with a standard error of 0.3, and only
0.8 percent turning point differences between the series.
While th