Challenges and opportunities

An outlook for Australian cattle exports to SEA

Tim Ryan — MLA Market Analyst

1. SEA leads global beef demand growth
2. Australian supply in recovery
3. Challenges and opportunities
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Presenter
Presentation Notes
To insert a couple of the MLA introductory slides


About MLA

Working in collaboration with the Australian
Government and the wider red meat industry,

MLA invests in initiatives that contribute to producer
profitability, sustainability and global competitiveness.

o mr N g\



Presenter
Presentation Notes
No notes required – read copy on slide.


MLA’s remit

e Research, Development and Adoption

e Marketing
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Presenter
Presentation Notes
MLA is a service provider to industry.
MLA is not an industry representative body or lobby group – the company cannot undertake any lobbying or agri-political activity. This is the role of peak industry councils.
MLA undertakes research, development and adoption programs to increase productivity on-farm and across the supply chain to support the industry’s prosperity.
MLA carries out marketing activities to grow domestic and international demand for Australian red meat in more than 100 markets and to increase access for exports.


Industry structure
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Presenter
Presentation Notes
MLA is a service provider to the red meat industry. 

The Peak Councils guide MLA on industry priorities, underpinning where the focus should be regarding levy investment. This is set according to the Meat Industry Strategic Plan 2020.

Decisions are not made by MLA in isolation – MLA consults widely with a wide range of stakeholders and the Australian Government



MLA Offices + Representatives



Presenter
Presentation Notes
10 offices 7 representations


1. SEA leads global beef demand

* Increasing population
e Rising household wealth
e Meat consumption to grow
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Population (2017)

SEA’s total:
647 million

Vietham
Cambodia

16 mn

Philippines

Brunei

Singapore 0.4 mn

5.7 mn

Indonesia
264 mn

Source: BMI Research



Population (2021)

SEA’s total:
674 million

Myanmar

m 55 mn

Thailand

Indonesia

m 275 mn

Source: BMI Research



Households earning US$35,000+ p.a (2017)

Myanmar |l SEA’s total:
(n/a) | 4 million
1
L
1
. Thailand .‘\ : Vietnam (excl. Myanmgr, Laos,
Cambodia 219 thn \ ® Brunei)

76 thn

./

1.5 thn

Malaysia Philippines
910 thn 167 thn

Singapore Brunei

1,460 thn (VE)]

Indonesia
1,050 thn

Source: BMI Research



Households earning US$35,000+ pa (2021)

Myanmar _ Laos SEA’s total:
(n/a) (n/a) 7 million
Thailand Vietnam

367 thn (excl. Myanmar, Laos,
Brunei)

Cambodia
68%

1.6 thn

Philippines

WEIEVSE!
385 thn

1,767 thn

94%

Singapore
1,635 thn

a2 |

Indonesia
2,976 thn

Source: BMI Research



SEA beef consumption to grow 15%

*
é 2018 m 2022 SEA
e 1,200 20% consumption
2 0 to increase
g 1,000 400k tonnes
E by 2022
” 800 14%
[
[
2 600
S
< 7% 17%
0
200
(o)
7% 11% 8%
0 | ] = L
Indonesia Philippines Myanmar Vietnam  Thailand Malaysia Cambodia Laos Singapore
Source: BMI Research, GIRA (Singapore, Laos, Cambodia, and Myanmar) \’/

*figures in carcase weight equivalent, % is growth rate over period la
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In contrast, consumption in China will expand 11%, the US 4%, Australia 3% and Japan 1%.


2. Australian supply in recovery

e Signs of herd growth
* Live exports to recover
* Export breeder availability
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Emerging from supply trough
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Live exports to recover
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Australian cattle go to many markets

Live export markets

Turkey Japan Other
Malaysia \
Israel \‘
China’

Vietna

19 countries

In

Source: MLA, ABS, DAWR
2017 data

Beef markets

.......................... Other/ Canada — Taiwan
// Indonesia
EU ’ A (ex. Indo)
MENA
China

83 countries '

Live export—11%

Slaughter — 89%
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Emphasise Indonesia will remain Australia’s largest market for live cattle:
Disease-free status
Close proximity and history of trade – Indo is a closer market than other destinations within Australia
Efficient producer of calves – the NT can produce a calf at  1/3 to ½ the coast as Indonesia. 




How are breeders distributed across Australia?

Australian beef herd

g 25

-

5 20 500,000

g North/central
15 Queensland

3,790,000

10
5 I I
0

Total Northern Northern
female

MAP: Number in head, June 2016
Change is between 2012-2016

Beef cattle - Cows and heifers 1 year and over
Source: ABS, EVAO > $40k
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So where do the 220k spare breeders exist?

Here’s a starting point…but there’s already a huge female deficit in Queensland! 

But then exclude those outside 18-36 months and spayed how many are left?

There is probably enough around but if Queensland gets a solid break, they’ll likely have a pay a premium for them. 

Then add to the mix the competition from IBM and it’s a pretty tough trading environment.


But how many breeders would be eligible?

Total northern female: 5.7 million head*

18-36 months: 1.9 million head**

Retained

Traded females***
400,000 head

12-18 months M 18-36 months M >36 months Turned-off M Retained

*Numbers as of June 2016

**Based on the assumption that 33% of the female herd aged 1 year and over could be 18-36 months

***Based on an estimate that 20% of the 18-36 months would be turned over - this figure would vary widely across \./
mia

MEAT & LIVESTOCK AUSTRALIA

regions, seasonal conditions and the cattle market

Source: MLA estimates



So the breeders are available but...

Many buyers in the market:

Herd breakdown * Live exporters A
B e
7% A\~ -
2% \i e Restockers

e Domestic feedlots v,
Eligible and traded breeders

m Eligible but retained breeders %

MEAT & LIVESTOCK AUSTRALIA

e Processors

m Rest of herd
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Only 2% so likely they will need to be sourced from multiple states
 > including Qld > encounter potential competition from restockers (weather dependant) and feedlots


3. Challenges and opportunities

e (Cattle still near peak of price cycle
e Increased competition from low cost suppliers
* Need to differentiate and lift productivity

Smia
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Australian cattle near peak of price cycle

Export and domestic feeder cattle indicators
* High prices across Australia
e Cattle markets interlinked
* Influenced by many variables

400
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—Darwin export steer =——=Queensland e=———=NSW ==—=Victoria

Source: MLA
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Suggest: Australian cattle: still in peak price cycle
Australian cattle are not cheap 


Increased competition from low cost suppliers

Average unit export price* Indonesia imported 1BM

2 70 g 120 2018 permits equate
Y 2 o to ~500k cattle**
§ 6.0 o
» 5.5 S
- +
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*frozen boneless beef unit export price 2015 2016 2017 2018f

Source: GTA, MLA
**assumed slaughter live weight of 465kg
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India is #1 in Indonesia, Vietnam, Malaysia, Philippines, 

Brazil is #1 in Singapore, China


No one supplier can meet demand growth

Beef consumption
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Source: BMI Research, GIRA (SEA excludes Brunei), MLA



Competition means:
Need to differentiate...

Top five important themes motivating

beef purchase (Jakarta)

1 Halal

2 Freshness
3 Safety

4 Natural

5 \Value

Source: MLA Global Consumer Tracker, 2017, Indonesia

or increase productivity
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Source: agri benchmark 2016 data




Competition means:

Need to differentiate... Marketing image
beef purchase (Jakarta)

1 Halal

2  Freshness

3 Safety

4  Natural

5 Value

Source: MLA Global Consumer Tracker, 2017, Indonesia




Competition means:
...Or increase productivity

Daily weight gain (g/day)
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An outlook for Australian cattle exports to SEA

SEA leading global beef consumption growth

Australian supplies in recovery

Challenges remain but opportunities present

Thank you — any questions?

Tim Ryan
Email: tryan@mla.com.au
More information: https://www.mla.com.au/prices-markets
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