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Rising global production to
push prices lower this year

Beef production outlook
Expectations are for production increases in all regions, surpassing the ten-year average
Strong production increase being driven by Brazil, US, China

• Increases in North America and Brazil production will keep global production above ten-year average (59.5 million tonnes) in 2018
Source: USDA; Eurostat; Rabobank 2017
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Global production vs. trade: Only 4 countries matter
Largest 12 beef producers (2017) – ‘000 tonnes cwt

Largest 10 beef net exporters (2017) – ‘000 tonnes cwt

Source: USDA FAS

Source: USDA FAS
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North America: rising production and consumption
Ongoing production expansion increases the dependence on trade
Per capita consumption in the US to be higher in 2018

• US protein consumption is set to grow. Total animal protein per capita consumption is expected to increase by 1.3% in 2018
• Beef consumption per capita will lead consumption growth in 2018, with a 2% increase YOY
Source: USDA; Rabobank
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Brazil: Beef supply to increase in 2018
Brazil is set to increase beef production by 5%

• Beef production is likely to increase by 5% YOY in 2018. Relatively low feeder cattle prices should benefit feedlots in 2018.
• 2018 exports are expected to increase by 5%. But if demand disappoints, prices could be pressured.
• After two years in recession, Brazilian 2018 GDP is expected to increase by around 2%. This should support recovery in domestic beef
consumption, which declined by around 4kg per capita during the recession.
Source: USDA, Rabobank
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Argentina: ramping up supply slowly
Argentine beef production to also increase in 2018

• Favorable policies for exports over the past two years have benefited the Argentine beef sector
• Beef cattle producers have been encouraged to increase herd. This should increase 2018 beef production by 4% YOY to almost 2.9
million tonnes
• Exports are projected to reach 380,000 tonnes in 2018
Source: USDA, Rabobank
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Exportable supplies of Brazil & Argentina
Exportable amount to increase from 1.7 m tonnes in 2017 to 2.6m tonnes in 2025

• Brazil has around 75m hectares of underused pasturelands that are likely to be converted into grain producing areas
• More integrated beef production is moving inland, closer to grain production areas; supplementing pasture with low-cost feed. The
intensification process will transfer 10m hectares into corn production to produce the required additional 3.2m tonnes by 2026
• Grain producers are also entering the beef sector. Cross-breeding is also taking place to improve yield/adaptability for tropical climate
• These will result in shorter cycles, heavier final weight, improved beef quality and higher margins
Source: USDA; Rabobank
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India: the fall-back supplier

India’s carabeef exports may drop 11% in 10 years

• Population and slaughter rate in India have not increased since 2010, as it is largely a by-product of dairy industry.
• We believe India’s carabeef supply will lag behind both export and domestic demand (assuming per capita consumption is to stay
flat)
Source: USDA, FAO, APEDA, Rabobank
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No correlation between Indian carabeef exports and price

• Between 2012 and 2017 there was an no correlation between exported volumes and prices (INR terms) of Indian carabeef exports
• This suggests that demand will fall back on Indian carabeef as global prices rises due to Chinese shift in imports
Source: APEDA, Rabobank
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China’s long term demand will
grow beyond export capacities

China: driven by boxed beef imports
Beef supply will grow steadily, with imports as the main driving force
Beef imports will increase steadily, as production remains flat
million tonnes
9
8

1.8

7
6
5
4
7.1
3
Source: China Statistics Yearbook , China Customs, Rabobank
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• China’s domestic beef production will increase marginally in 2018.
• Some regional governments, such as Inner Mongolia and Heilongjiang, have launched measures to promote local beef production.
But in others, beef production will continue to face resource challenges and competition from low-priced beef imports.
• China has added more countries to the list of beef importers, including US.
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China’s growing appetite for beef

China’s grey channel imports are expected to shift away from India; and towards official imports, fed by growth in Brazil, Australia and
US beef production. A shift of such magnitude could exert pressure on global prices in the event of drought or trade barriers along
the supply chain.
Source: China Statistical Yearbook, USDA, UN Com Trade, FAO, APEDA, Rabobank
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Implications for Indonesia

AP consumption in Southeast Asia
Growth in beef demand – will continue to be met by imports with a focus on price.
Beef consumption (kg cwt/capita)

Source: FAO, OECD-FAO, USDA, Rabobank

Poultry consumption (kg cwt/capita)

Source: FAO, OECD-FAO, USDA, UN ComTrade, Rabobank

17

Key ASEAN-5 feeder cattle importers
Indonesia (heads)

Vietnam (heads)

Source: MOA, FAO, MLA, UN ComTrade, Rabobank

Source: GSO, FAO, MLA, UN ComTrade, Rabobank

18

Key ASEAN-5 beef importers
Indonesia (tonnes cwt)

Malaysia (tonnes cwt)

Source: MOA, FAO, MLA, UN ComTrade, Rabobank

Source: FAO, MLA, UN ComTrade, Rabobank

Vietnam (tonnes cwt)

Philippines (tonnes cwt)

Source: GSO, FAO, MLA, UN ComTrade, Rabobank

Source: PSA, FAO, OECD-FAO, MLA, UN ComTrade, Rabobank

19

Indonesia supply outlook
tonnes cwt
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Indonesia has no obvious cost advantage as a beef cattle producer. Longer term, competition with China for supply outside India means that beef and feeder
cattle prices will continue to increase over the long term
Source: MOA, FAO, MLA, UN ComTrade, Rabobank

20

The challenge in beef self-sufficiency
Beef self-sufficiency may never be realised
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Source: Rabobank estimates

• By our estimates, Indonesia will need a steady supply of 1.6 million additional slaughter cattle p.a. to be self-sufficient in beef
• Indonesia needs to import 450,000 breeders p.a. – assumed to start this year – and to achieve beef self-sufficiency by 2026
• There is simply not enough available breeders supply or enough grazing land to accommodate self-sufficiency
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Exploring scenarios
Indonesia’s beef + feeder imports with diff. scenarios
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• If imported carabeef price is allowed to undercut beef produced from imported feeders, feeder imports are assumed to diminish
• Share of imported beef will increase from 45% in 2017 (including 15% share of beef from imported feeders), to 55% by 2022, and 60%
by 2025
• Local beef prices will thus be dictated by exchange rate movements and China’s appetite
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After-thought: available options
1. Invest in complete domestic supply chain; i.e. breeding, feedlotting,
slaughterhouses, and cold chain to compete with beef imports
2. Diversify either towards cheaper proteins; or towards high value-added protein
markets
3. Invest in grass-fed calves overseas; and import the end products
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Important notice

This document is issued by Coöperatieve Rabobank U.A., Singapore Branch, trading as Rabobank Singapore (“Rabobank”).
This document is for information purposes only and is not, and should not be construed as, an offer or a commitment by Rabobank or any of its affiliates to enter into a financing
transaction with you. This document does not constitute financial or investment advice and any information provided is not intended to be sufficient for you to rely on to make a
decision. The information should not be construed as legal, tax, financial or accounting advice. We recommend that you consider the appropriateness of the information having
regard to your specific circumstances, and obtain financial, legal and tax advice before making any decision.
The information and opinions contained in this document have been compiled or arrived at from sources believed to be reliable, but no representation or warranty, express or implied,
is made as to their accuracy, completeness or correctness. References to any prices or market data are indicative only. Market conditions may change without notice and no
guarantee is offered by Rabobank in connection with the information provided herein and cannot therefore be relied upon.
To the extent permitted by law, neither Rabobank nor its affiliates accept any liability whatsoever for any direct or consequential loss howsoever arising from any use of this document
or its contents or otherwise arising in connection therewith.
This document is not intended for distribution in the United States (“US”) or to or for the account of US persons and the distribution of this document in other jurisdictions may be
restricted by law and recipients of this document should inform themselves about, and observe and such restrictions. This document may not be reproduced, distributed or published,
in whole or in part, for any purpose, except with the prior written consent of Rabobank. By receiving the contents of this document you agree to be bound by the foregoing restrictions.
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