


Disclaimer

* This presentation contains assessments of commodity and trade
issues made by FAS/Canberra and FAS/Wellington and not necessarily
statements of official U.S. Government Policy



Key Products Australia Competes with the U.S. in Third-

Country Markets
Product | KeyCompetitive Markets with United States

Beef Japan, China, South Korea, other E. Asia, EU
Wheat South-East Asia, Japan, China
Cotton Vietnam, China, Bangladesh, Indonesia

Almonds China, India, Vietnam, EU



Beef: Short-Term Herd Rebuild

Severe drought/lack of pasture
led to strong slaughter in 2018-
2020

With drought-breaking rain,
herd rebuild in earnest in 2021

Slaughter rates at 35-year low,
record cattle prices

Because of extent of herd
reduction, recovery will take a
number of years

Impact on U.S.: Reduced
competition in China and other
Asian markets (and less supply
for U.S. imports)
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Source: Australian Bureau of Agricultural and Resource Economics and Sciences




Beef: Long-Term Increase in Grain-Fed Exports

Short-term post drought trend
is lower number of grain-fed
cattle

Trend in Australia in increased
grain-feeding

Nearly 40% of cattle already
grain-finished

Expansion in feedlots
continues

Impact on U.S.: Medium to
long term anticipate increase
in competition for grain-fed
beef in Asia
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Wheat: Short-Term Back-to-Back Big Crops Expected

After drought-impacted years,
2020 harvest reached a record

2021 harvest is shaping up as
another big one

Australian wheat exports have
rebounded to wide variety of
markets in Asia. YTD exports
to Indonesia and Vietnam are
400% and 300% up on the
previous year

Substantial growth in African
and Middle East markets is also
evident this year

Impact on U.S.: Continued
strong wheat competition from
Australia throughout 2021/22
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Wheat: Long-Term Increased Use in Eastern Australia, Focus

on Quantity

» Story of East vs West

* Continued greater domestic grain use in
Eastern Australia

e https://www.aegic.org.au/towards-

2030-australias-grain-production- 32%
outlook/ Exported
. . . 88% 7
* Protein levels trending down, increased Exported

focus on Quantity vs Quality?

e https://grdc.com.au/resources-and-
publications/grdc-update-papers/tab-
content/grdc-update-
papers/2020/02/gains-in-grains-is-
australia-producing-the-most-profitable-
quality-of-wheat

* Impact on U.S.: Competition should
remain strong, but possibly shifting of
protein/quality


https://www.aegic.org.au/towards-2030-australias-grain-production-outlook/
https://grdc.com.au/resources-and-publications/grdc-update-papers/tab-content/grdc-update-papers/2020/02/gains-in-grains-is-australia-producing-the-most-profitable-quality-of-wheat

Cotton: Short-Term Crops Fluctuate Wildly with Water
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Cotton: Long-Term Expansion in North?

* As a result of abundance of water,
North is possible area of cotton Eorthe_m C:tton
expa nsion xpansion Area

* Currently, Northern cotton is trucked
2,000 miles to be ginned

e A cotton gin has commenced
construction at Katherine in the
Northern Territory

 Significantly reduced transport costs
is likely to encourage new growers
into the industry in the NT

* Impact on U.S.: Although will take a
few years, this could boost Australian
production/exports and competition
for U.S. and help flatten year to year
fluctuations in Australian supply



Almonds: Short-Term Nut Plantings Skyrocket

* Almonds are by far the largest tree - ) : : N
nut industry in Australia, driven by Almond Planting Trend in Australia
corporate investment Non-Bearing
55,000 _
* 2nd largest producer of Almonds but 50,000 ™ Maturing
only 10% of U.S. T 45,000 m Fully Mature
z
e Strong growth in new almond s 40,000
plantings over the last 5 years < 35000
o0
. £ 30,000
* As trees mature expect productionto | € . ;00
from: & '
Erow ' _ & 20,000
* 111,000 MT in 2019 15,000
e 145,000 MT (30%) in 2024 10,000
* Impact on U.S.: Significant rise in 5,000
almond competition as these new 0
plantings mature during the next few 2015 2016 2017 2018 2019
years \ y

Source: Almond Board of Australia



Almonds: Long-Term Lots of Nuts, but Enough Water?

* Growth in the Sunraysia region will
slow as irrigation water delivery
constraints are reached

* The Riverina region has the fastest
growth due to less limitation on
irrigation water supply

* Almond and cotton growers are
upsetting other irrigation sectors
due to their capacity to pay

* Impact on U.S.: Access to water
likely to slow further expansion in
Australian production/exports



Key Products New Zealand Competes with the U.S. in Third-

Country Markets

Key Competitive Markets with United States

Dairy China, Japan, Indonesia, Philippines
Beef China, Japan, S. Korea, Taiwan
Apples Vietnam, Taiwan, China

Timber China



New Zealand cow numbers peaked in
2015

Despite this, production continues to
rise about 0.5% annually

Profitability reasonable to good but
costs rising quickly especially staffing
and compliance costs

Uncertainty around climate change
regulations is key and what that will
mean to profitability is as-of-yet
unclear

Impact on U.S.: Years of rapid
increase in New Zealand competition
likely over. Any increase expected to
be gradual
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Dairy: Long-Term More Milk with Less Cows?

* Climate Change Committee report suggests dairy herd
numbers could fall 15%, but production remain steady

* To meet emission targets the sector may diverge in the
strategies it employs:
- Better nutrition & additional supplementary feed to
substantially increase per cow yields
- Adopt technology such as CH4 inhibitors, vaccines and
genetic improvement as soon as it is available
-However, some producers may reduce production, reduce
cow numbers, reduce feed and reduce costs

* If the sector moves significantly to the first strategy, then
grain & DDGS imports may increase depending on the CO2
footprint of the imports

* Impact on U.S.: Competition growth to be limited, shift to
higher value. Greater opportunities possible for U.S. grain
and feed into New Zealand

Source: TDM LLB



Beef: Short Term Continued Expanded Production

* Total Beef Herd numbers stabilized 2016
and have been growing since then. Beef
production bottomed out 2011 and has
been on the increase through to 2021

* Beef numbers to continue gradually
increasing and Beef production to echo
this increase

* Even though beef cow numbers likely to
decrease as hill country planted in trees
more beef cattle will be bred from dairy
cows and some land vacated by the dairy
sector will be converted to beef
production.

° |mpact on U.S.: Depending on Chinese Source: FAS/Wellington PSD, StatsNZ
demand, more supply for U.S. market



Beef: Long Term Continued Focus on Grass-Fed Marketing

* New Zealand has only 1 permanent
feedlot and no more are expected to be
built

* Also, new environmental regulations
make even short-term feedlots harder to
build or keep

* New Zealand Red Meat producers aim to
premium-ize the fact that nearly all the
beef production is pasture fed and
antibiotic free. The sector is developing
the Taste Pure Nature brand to extract a
price premium for pasture-fed beef from
New Zealand

* Impact on U.S.: Unlike Australia, no
increase in competition from New
Zealand in grain-fed markets expected



Apples: Short Term Continued Shift to New Varieties

but Slowdown in Area Expansion

* Apple sector has been on a growth trend for the
last five years:

--Planted area has been increasing over 3% annually

--Orchardists have been very profitable

--Growers have learned to adjust husbandry

methods to accommodate market access

requirements for all markets from same blocks

* However, labor shortages brought on by Covid-19
are a handbrake. What was initially thought
would be a temporary situation now is looking to
be structural. This is slowing area expansion,
although old blocks still being replaced with
newer varieties

* Impact on U.S.: For next number of years,
increased export competition as expanded area Source: NZAP
of new varieties comes into production



Apples: Long-Term Replacing Labor with Technology

* Orchardists are likely to use new trees from
nurseries to replant poor performing blocks and
make them machine harvest ready rather than
expand planted area

* New Zealand Labor Prices Among Highest in the
World

* Robotic harvesting and tree management platforms
will become more prevalent in NZ orchards as labor
costs increase and supply continues to be limited

e Dark packing sheds which dispense with human
graders and packers to be operated by machines and
robots will become a trend as packing facilities are
upgraded. Cold stores being improved.

* Impact on U.S.: Long-term export competition to
continue to rise, although at a slower pace due to
slowdown in area expansion. However, improved
cold storage will extend window of competition



Timber: Production Stable But Exports Are

Primary Logs to China

* In 2015 68% of log exports went to China, by 2020 this
had risen to 81% - YTD is 88%

* Wood product exports peaked in 2013 and have been
declining since then, with all growth in log exports.

e COVID-19 affected log exports in 2020 but they have
bounced back in 2021 — for YTD May they are 54% ahead
of 2020

* MPI Reports suggest that the current volumes of annual
harvest (30-34 million M3) could be maintained for
approximately another 10 years before the areas of
mature trees start to decline.

* Impact on U.S.: Competition levels from New Zealand to
remain stable for a number of years

Source: TDM
LLB, MPI



Timber: Long Term Rapid Forest Expansion Expected,

But Will It Ever Be Harvested?

* Net Exotic Species planted area peaked in 2003 and
then fell as some was converted to dairy or beef
production, & some reverted to indigenous scrubland or
trees

* The Climate Change Commission suggests new plantings
of exotic forests would be 25,000 ha annually for the 1400
next 15 years to offset fossil fuel CO2 emissions in order | 1200
to reach New Zealand’s GHG emissions targets 1000

* Carbon prices now at NZS50/MT CO2 & expected to 800 -
carry on increasing. This means investors can outbid
sheep & beef farmers for land and still make return on
investment. There is a question over whether many of
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return but carbon prices will impact extent.



Thank you

U.S. Department of Agriculture
Office of Agricultural Affairs
Embassies of the United States of America
Australia and New Zealand

Zeljko Biki, Agricultural Specialist, Australia — Zeljko.Biki@usda.gov

David Lee-Jones, Agricultural Specialist, New Zealand —
David.Lee-Jones@usda.gov
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