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Rebound for 2019/20 U.S. Soybean Exports May
Not Erase Burdensome Stocks
USDA forecasts a 2019/20 soybean crop of 4.15 billion bushels—394 million bushels below the
2018/19 record. However, total supplies in 2019/20 would still eclipse the 2018/19 high by 166 million
bushels due to an unprecedented level of beginning stocks. A rebound is expected for U.S. soybean
exports in 2019/20 to 1.95 billion bushels after falling sharply this season. Coupled with a higher crush,
USDA forecasts a modest reduction in season-ending soybean stocks for 2019/20 to 970 million
bushels from a revised 2018/19 forecast of 995 million. USDA forecasts the U.S. 2019/20 average farm
price at $8.10 per bushel, compared to $8.55 for 2018/19.
Large soybean stocks carryout will persist despite a demand recovery
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Domestic Outlook
2019/20 Soybean Crop May Fall If Lower Acreage Intentions
Are Realized
The fate of U.S. soybean production in 2019/20 could be largely decided by how well crop
planting progresses in May. In USDA’s March planting intentions report, farmers indicated that
they would sow 84.6 million acres of soybeans this year. USDA forecasts a 2019/20 soybean
crop of 4.15 billion bushels based on a typical harvest ratio of the intended acreage and an
estimated trend yield of 49.5 bushels per acre. If realized, this would put this year’s projected
crop 394 million bushels below the 2018/19 record. Notwithstanding such a production decline,
total supplies in 2019/20 would still eclipse the 2018/19 high by 166 million bushels due to an
unprecedented level of beginning stocks.
A final level for this year’s sown soybean area is still undetermined as only 6 percent had been
sown so far. In late April, crop planting was stalled by a band of snow that fell across northern
Iowa, northern Illinois, southern Minnesota, and southern Wisconsin. Other parts of the Midwest
also remain excessively wet, lengthening delays. As of May 5, corn planting was 23 percent
behind its 5-year average. Likewise, spring wheat seeding in the Northern Plains was 27
percent behind average. The odds for a sudden improvement in soil drying recently dimmed
when the National Weather Service issued a 30-day forecast for above-average precipitation
throughout the Midwest. If conditions prevent a timely completion of grain planting, many
farmers could be left with no alternative but to shift more acreage into soybeans than first
intended.

Scant Tightening Seen for U.S. Soybean Carryout Even With
Higher Use
In 2019/20, a rebound is expected for U.S. soybean exports to 1.95 billion bushels after falling
sharply this season. By next fall, shippers of U.S. soybeans will have the benefit of a record
supply and reduced competition from Brazil. In contrast, the 2018/19 export forecast was
revised down by 100 million bushels this month to 1.775 billion. High river levels in April slowed
barge shipments to Gulf ports, while U.S. exports have lost competitiveness in some markets.
Abundant U.S. supplies in 2019/20 will support the domestic soybean crush, as well, although a
more modest year-to-year gain is anticipated. While the meal extraction rate fell to a historically
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low level this season, it should revert to its long-term average in 2019/20. If so, it would take not
as much crushing to satisfy demand for soybean meal. Given the overall demand gains
anticipated for soybean meal, the 2019/20 crush is forecast increasing by 15 million bushels to
2.115 billion. The 2019/20 gains would stem from a nearly 2-percent expansion of domestic
soybean meal use to 36.6 million short tons. Stronger U.S. export markets for meat would buoy
the number of domestic livestock and poultry (and the feed they consume) this year. Export
opportunities for meat could develop in China, where its pork sector is seeking to recover. In
contrast, an expected revival of competition for U.S. soybean meal exports could partly offset a
growing domestic market. USDA’s 2019/20 export forecast for soybean meal is down 1 percent
to 13.6 million short tons.
The return to a soybean market equilibrium could remain elusive until demand for the crop
catches up with supplies. An adjustment is likely to take more than a single year. In 2019/20,
even a reduced U.S. crop and modestly higher use may only slightly shrink the current glut in
soybean inventories. USDA forecasts a modest reduction in season-ending soybean stocks for
2019/20 to 970 million bushels from a revised 2018/19 forecast of 995 million.

Central Illinois cash prices weaken as spring planting delays lengthen
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Soybean prices will stay depressed, weighed down by large old-crop stocks. Barring major
summer yield losses, no imminent and strong rally for soybean prices appears likely. Earlier this
year, farmers had an opportunity to forward contract soybeans for fall delivery at $8.75-$9.00
per bushel. Those sales prices have now plunged by nearly a dollar with the possibility that
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new-crop acreage may not contract as much as intended. USDA forecasts the U.S. 2019/20
average farm price at $8.10 per bushel, compared to $8.55 for 2018/19. Soybean meal prices
will face strong upward resistance, as well. The 2019/20 average price is forecast at $290 per
short ton, compared to $305 for 2018/19.
Soybean oil prices tumbled in April as domestic output picked up and the South American
soybean harvest neared completion. Despite an outlook for a higher 2019/20 soybean crush,
soybean oil output might stagnate if the high 2018/19 oil extraction rate settles back to a trend
level. Domestic use of soybean oil is also set to remain brisk. Particularly noteworthy is the
rising use of soybean oil by producers of biodiesel and renewable diesel. Momentum for that
market was sustained in November, when EPA proposed an increase in its 2020 U.S. volume
requirement for biomass-based diesel to 2.43 billion gallons from 2.1 billion for 2019. In
contrast, U.S. soybean oil exports may be held back by robust domestic use and renewed
Argentine competition. U.S. soybean oil shipments abroad are seen declining by 16 percent in
2019/20 to 1.8 billion pounds, so that overall demand might realize a marginal increase. Stocks
of soybean oil would gradually tighten in 2019/20 to a 6-year low of 1.45 billion pounds. But this
is not alarming considering that the massive soybean stocks represent the equivalent of billions
of pounds of oil. Soybean oil prices—which are forecast at 29.5 cents per pound, versus 28
cents for 2018/19—would be buoyed by lower supplies and higher use.

U.S. Canola Imports May Expand Sharply With Lower Crop
Lower acreage is expected to reduce U.S. canola production 2019/20 by 10 percent to 3.3
billion pounds. U.S. planting intentions for canola are down 4 percent from last year to 1.9
million acres. Based on normal prevented planting and abandonment, 2019/20 harvested
acreage is expected at 1.8 million acres. Assuming normal weather, a trend yield is forecast at
1,775 pounds per acre (versus 1,861 pounds last year). However, weather conditions in North
Dakota are already unusually wet this spring. U.S. imports of canola in 2019/20 are predicted to
swell 46 percent to 1.7 billion pounds as crushing demand accelerates. Large Canadian
supplies will pressure the canola price, which is forecast declining to $15.35 per hundredweight
from $16 in 2018/19. Canola oil prices may stabilize near 36.50 cents per pound, while meal
prices are forecast down to $240 per short ton, based on competition from other protein meals.
Oil-type sunflowerseed production is forecast at 1.9 billion pounds, nearly unchanged from last
year. Slightly higher planted acreage would be countered by a return to a lower trend yield. A
30-percent decline in March 1 stocks (at 676 million pounds) compared to a year earlier will
encourage planting. Most of the crop will be crushed domestically, as the U.S. is neither a major
4
Oil Crops Outlook, OCS-19e, May 14, 2019
USDA, Economic Research Service

importer nor exporter of oil-type sunflowerseed. Exports of sunflowerseed oil are predicted down
slightly, to 85 million pounds, while imports may stay flat at 150 million pounds. The price of oiltype sunflowerseed is forecast down slightly, at $16.10 per hundredweight. The sunflower oil
price is forecast slightly higher, at 54 cents per pound, while the price of sunflower meal may fall
in alignment with other protein meals to $160 per short ton.
Confection sunflowerseed production for 2019/20 is projected up on an increase in intended
acreage and a modest increase in yield. The NASS Prospective Plantings report showed an
increase in non-oil sunflowerseed acreage in North Dakota and Kansas. Exports in 2018/19
have lagged the 2017/18 pace, although with last year’s smaller crop, ending stocks could still
be relatively tight, with only slightly higher beginning stocks in 2019/20. Canada and South
Korea remain the largest importers of U.S. shelled sunflowerseed for human use, while Spain,
Mexico, and Israel are the largest importers of U.S. in-shell human use.
USDA’s Grain Stocks reported, as of March 1, 2019, inventories of non-oil-type sunflowerseed
were 152 million pounds, down from 191 million a year earlier. The relatively tight stocks for the
2018/19 crop should prompt price-competitive contracts for the new crop. The 2018/19 crop
price premium for non-oil type versus oil-type sunflowerseed is forecast at $5.65 per
hundredweight—nearly $2 higher than the premium of the previous 2 years, and a premium of
$5.50 is forecast in 2019/20.
The forecast 2019/20 price of $21.60 per hundredweight for confection-type sunflowerseed is
slightly lower than the 2018/19 forecast of $22.30. Despite this, in many U.S. counties the crop
still provides a higher return per acre than many competing crops. A wet spring in Kansas,
Nebraska, and the Dakotas could provide an opportunity for more acreage in confection
sunflowerseed if current premiums persist. Depending on the State, USDA’s Risk Management
Agency final planting dates for sunflowerseed range from June 10 to June 25, so it is premature
to determine how much acreage could be added.
Cottonseed production is forecast 23 percent higher in 2019/20 to 6.9 million short tons. Despite
lower prospective plantings for upland cotton, higher yield and forecast harvested acres would
raise the crop. Demand for cottonseed and meal for feed and cottonseed oil for domestic use
remains steady. Cottonseed exports are forecast to be slightly higher in 2019/20, reflecting the
larger crop. Following the lead of the soybean complex, prices are forecast higher for
cottonseed oil and lower for cottonseed meal, at 34 cents per pound and $222 per short ton,
respectively. The cottonseed price is forecast slightly lower at $145 per short ton, reflecting
relatively lower prices for competing protein meals in 2019/20.
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U.S. production for peanuts in 2019/20 is projected up 3 percent to 5.6 billion pounds based on
modest increases in intended planting and yield. The NASS Prospective Plantings report
showed most peanut acreage gains are expected for Texas, where cotton and sorghum
acreage intentions fell, and Florida, where cotton acreage is down 23 percent. With moderate
growth in production, higher use of peanuts is expected to continue to shrink ending stocks from
their high 2017/18 level. Increases are expected for food use, crushing, and exports, with prices
remaining relatively flat at 21 cents per pounds.
Flaxseed production for 2019/20 is forecast at 7.7 million bushels, up from 4.5 million bushels in
2018. Acreage is forecast at 345,000 acres, based on NASS Prospective Plantings report, and
up from 208,000 acres in 2018, but only slightly higher than 2017 acres. Acreage tends to vary
widely for flaxseed year to year, based on expected revenue of competing crops, particularly
pulses and wheat. The 2019/20 price is forecast at $9.00 per bushel (based on larger supply in
both the United States and Canada), down from the 2018/19 price of $9.80 per bushel. Imports
for 2019/20 are forecast down, based on ample domestic supply and relatively flat domestic
demand, and ending stocks are forecast up. Most of the U.S. trade in flaxseed and products is
with Canada, except for raw flax fiber imported from France.
The NASS Crop Values—2018 Summary report provided a preliminary estimate of the 2018/19
price for safflowerseed of $20.30 per hundredweight. Safflowerseed prices are expected to be
lower in 2019/20, at $19.50 per hundredweight. Sown safflowerseed acreage is forecast at
170,000 acres, slightly above the 5-year average, as safflowerseed is expected to be relatively
competitive with wheat and pulses on returns per acre. Production is forecast down based on a
return to average yield. Trade is not expected to have much impact on either price or acreage,
since most of the U.S. safflowerseed crop is crushed domestically. A substantial portion of U.S.
safflowerseed oil is exported, primarily to Canada and Mexico for refined oil and to Japan for
crude oil.
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International Outlook
Limited Easing of Global Soybean Supplies Seen With Poor
China Demand
Low soybean prices are a deterrent for production throughout the world this year. USDA
forecasts global soybean output for 2019/20 down 2 percent to 355.8 million metric tons.
Prospects for a smaller U.S. soybean harvest may be only partly offset by moderate gains in
South America. Nevertheless, the global supply of soybeans could be larger than ever in
2019/20 with a large accumulation of U.S. beginning stocks. Patterns of international soybean
trade may re-adjust. That U.S. surplus would help its exports to regain market share—mostly at
the expense of Brazil. Global soybean demand would benefit from minimal increases for other
oilseed supplies. Even so, global imports of soybeans may expand only 1 percent to 150.8
million tons. Overall ending stocks for 2019/20 may decline only 90,000 tons as gains in
consumption virtually match the increase in global supplies. In contrast, 2019/20 global soybean
meal trade may expand by 4 percent to 68.8 million tons with enlarged Argentine supplies.
Brazilian farmers could be eyeing modest gains in soybean area and yields for 2019/20 that
would boost the country’s total harvest by 5 percent to 123 million tons. Brazilian soybean area
is forecast to edge up 2 percent to 36.9 million hectares. Yet, beginning soybean supplies in
Brazil will start off sharply lower than a year earlier. By October, a reduced 2018/19 soybean
harvest—accompanied by robust export gains to China—may slash the Brazilian stocks
carryover by as much as 6.7 million tons. Brazilian soybean shipments in the first half of
2019/20 could unfold at a considerably slower pace than the previous year. Even though
Brazilian soybean exports in 2019/20 are projected to retreat to 75 million tons from 78.5 million
in 2018/19, it will remain the top exporting country.
The value of soybeans in the international market has weakened, but its price in Argentina has
been supported by depreciation of the exchange rate. Now at 45 pesos per dollar, the Argentine
peso has dropped to an all-time low. The input costs to grow soybeans in Argentina remain
comparatively low, a consideration that would increase the 2019/20 soybean area to 17.5 million
hectares. The Argentine trend yield for soybeans is projected minimally below this year’s nearrecord, which would trim 2019/20 production to 53 million tons from 56 million in 2018/19.
With respect to Argentine soybean demand, the cheaper peso should aid its export shares. But
the composition of its exports could depend on the status of trade relations next year between
China and the United States. If China’s import tariffs continue to stall U.S. soybean sales,
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limited Brazilian supplies this fall may then encourage more Argentine exports. Conversely, that
could deprive Argentine processors of domestic supplies to crush, which would curtail the
capacity of processors to export soybean meal and oil unless they again heavily import
soybeans from both Paraguay and the United States. For 2019/20, growth in the Argentine
domestic crush is seen resuming—up 7 percent to 45 million. A renewal of crushing activity
would help restore the level of Argentine soybean meal exports in 2019/20 to 31 million tons
from 28.1 million in 2018/19. Meanwhile, Argentine soybean exports are projected up 11
percent to 7 million tons.
Unlike Argentina, Indian export prospects for soybean meal are more influenced by the strength
of domestic use. Although Indian soybean area may expand in 2019/20, the crop is expected to
decline by 5 percent to 10.9 million tons due to a lower yield trend. A reduction in the country’s
soybean stocks could allow a steady crush rate, however. Domestic use of soybean meal for
2019/20 is forecast up 3 percent to 5.75 million tons. But a matching supply increase would
preclude any gains in Indian soybean meal exports for 2019/20, which are forecast unchanged
at 1.85 million tons.
Over the last two decades, dynamic growth for China’s imports has been the main engine of
global soybean demand. For 2019/20, though, that steady expansion of China’s soybean
consumption is threatened. Currently unknown parameters are apt to shape the 2019/20 outlook
for soybean imports, including a resolution of China’s import tariff hikes with the United States.
Even if a breakthrough in bilateral negotiations over soybean tariffs does emerge, protein feed
demand in China has been acutely disrupted by an extensive outbreak of African swine fever
(ASF). So the response of the sector to ASF is a crucial factor for global growth in soybean
demand. After a 4-percent decline in 2018/19, USDA forecasts no increase for 2019/20 soybean
meal consumption in China (at 67.3 million tons). That would then require no increase in the
soybean crush, either, at 86 million tons.
At the same time, import demand for soybeans in China could also be constrained by an
expansion in domestic output. China continues to provide a higher price subsidy for soybeans
than corn. A soybean area increase this year is projected to boost China’s 2019/20 domestic
production by 7 percent to 17 million tons. It would be China’s largest crop since 2004/05. Each
of these factors would lead to a meager 1-million-ton increase in China’s 2019/20 soybean
imports to 87 million.
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Year-to-year changes in China soybean imports usually dominate global
trade
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Aside from China, little growth for soybean imports is anticipated elsewhere. For comparison,
2019/20 projected gains for the rest of the world’s imports are only 260,000 tons. In 2019/20,
EU soybean imports will be tempered by a rekindled import demand for Argentine soybean
meal. USDA forecasts a 3-percent decline in EU soybean imports to 15 million tons. Meanwhile,
EU soybean meal imports are forecast to rise 2 percent in 2019/20 to 19 million tons. Other
countries may similarly realize bigger gains for imports of soybean meal than for soybeans.

Lower Sown Area May Stall a Rapeseed Output Recovery
USDA projects global rapeseed production in 2019/20 to increase 3 percent to 74.8 million tons.
A continuation of trade conflicts may also disrupt the usual direction and pace of international
rapeseed trade.
Last summer’s drought in Europe lingered well into autumn. Deficient September-October
rainfall compelled many EU farmers to put off rapeseed planting in favor of wheat, which can be
sown later. For 2019/20, EU rapeseed area is estimated down 18 percent to 5.8 million
hectares. The year-to-year area losses are steep for Germany (-25 percent), France (-20
percent), and Romania (-60 percent), with smaller losses in other countries. Since planting,
though, much of northern Europe had a mild winter and has seen good improvement in soil
moisture. Warmer spring weather is advancing crop development earlier than usual and
flowering is underway in some locations. Provided that spring rains resume at a normal
frequency, EU rapeseed yields in 2019/20 are likely to recover well. Yield improvement may
preclude a larger reduction in the EU rapeseed crop to 19.7 million tons versus 20.1 million in
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2018/19. Still, if realized, the harvest would fall to a 7-year low. Extension of the domestic
supply deficit into 2019/20 is likely to draw in more EU rapeseed imports, which are projected up
7 percent to 4.8 million tons.
In contrast, other countries may reap larger rapeseed crops that would counter a decline in
Western Europe. Ukraine had favorable sowing conditions that allowed its predominantly fallsown rapeseed area to swell by 30 percent to 1.3 million hectares. Rapeseed losses from
winterkill were also minimal. Higher rapeseed area for Ukraine may spark a 37-percent
production surge to a record 3.9 million tons. A bigger projected crop for Ukraine could boost its
rapeseed exports (to 3.5 million tons from 2.5 million in 2018/19) and mitigate the EU supply
deficit. Ukraine has now surpassed Australia as the world’s second-largest rapeseed exporting
country after Canada.
As of March 31, Canadian old-crop stocks of canola had soared to an all-time high. The usual
decline in stocks has slowed since the largest Canadian export market was closed off by a trade
dispute with China. Lost demand has depressed the Winnipeg canola futures contract by 12
percent since January and 17 percent from a year ago. Also, recent flare ups of two canola
diseases—clubroot and blackleg—may be encouraging some alterations of crop rotations.
Farmers may want to lengthen the number of seasons between canola crops with more frequent
planting of wheat. These adjustments help explain the decline in planting intentions for canola
this year and increases for both spring wheat and barley. Soil preparation may get an earlier
start this spring after a below-average snowfall for the Canadian Prairies last winter. Crop
sowing may advance faster than usual this year. A higher trend yield could offset the loss of
canola acreage in Canada. USDA forecasts that 2019/20 production will match last year’s
canola crop of 21.1 million tons.
In Canada, few other import markets can fully replace the void left by the stalled canola trade
with China. One alternative could be additional shipments to the EU, where a wider price
discount for Canadian supplies could facilitate trade. Overall, Canadian exports are expected to
shrink 5 percent in 2019/20 to 10.1 million tons. A drawn out conclusion of the trade dispute
could steer some additional supplies toward domestic crushing plants. Despite their access to
abundant supplies of low-cost canola, Canadian crushing plants are nearing their maximum
processing capacity. An increase in the Canadian 2019/20 canola crush may be tempered to
9.5 million tons (up 1 percent). Season-ending canola stocks may swell to a record 4.4 million
tons.
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Australian canola yields were slashed by a severe drought in 2018/19, but a rebound for the
2019/20 crop is likely. Australian canola prices have not strengthened enough to encourage a
major increase in sown area this year. More normal weather, however, could sharply reduce
abandonment and the harvested area could swell by as much as 42 percent to 2.7 million
hectares. Provided that better weather conditions support a resurgence in canola yields, the
2019/20 Australian crop could bulge 68 percent to 3.7 million tons. An improved harvest would
let Australian exports regain market share in Europe, where they earn a price premium for being
free of biotech varieties. An opportunity to expand shipments to China could develop, too. In
2018/19, Australian canola exports plunged 22 percent to 1.9 million tons but 2019/20
shipments are projected to bounce back to 2.3 million tons.
China’s domestic rapeseed harvest may inch up 2 percent in 2019/20 to 13.1 million tons based
on a marginal increase in area. But a heightened competition for non-Canadian supplies could
constrain the ability of Chinese processors to acquire imports. Provided that China grants
regulatory approval, they could pick up some rapeseed exports from Ukraine, although the EU
market may still have the best claim on those shipments. Rapeseed imports by China for
2019/20 are projected at 4.1 million tons—up from 4 million in 2018/19 but below the 4.7 million
imported in 2017/18. A decline is seen for China’s rapeseed crushers (by 1 percent to 16.6
million tons) as processing margins have been pressured by the low cost of imported palm oil.

Slowing Production Gains Anticipated for Sunflowerseed
For 2019/20, global sunflowerseed output is projected down 1 percent to 51 million tons. In
Ukraine the sunflowerseed industry has grown impressively over the last decade after a
doubling of its crop production and use. Yet, Ukraine sunflowerseed production may slip 1
percent to 14.8 million tons in 2019/20 as an area decline offsets a rising yield trend. Nearly all
of Ukraine’s sunflowerseed harvest is crushed domestically due to the low cost of
sunflowerseed. Ukraine favors its domestic processors by imposing a 10-percent export tax on
sunflowerseed (although a trade agreement sets a lower rate for EU countries). At the same
time, the exports of oil and meal are untaxed. A smaller harvest would thereby scale back the
2019/20 sunflowerseed crush by 2 percent to 14.5 million tons.
The sunflowerseed area sown In Russia for 2019/20 could remain steady. The unharvested
area, though, could be higher than its unusually low 2018/19 level. If last year’s high crop yields
can be repeated, the 2019/20 Russian sunflowerseed harvest may decline by only 2 percent to
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12.5 million tons. A reduction in carryout stocks might even allow the Russian sunflowerseed
crush to increase to 12.4 million tons.
Planting of the sunflowerseed crop is now underway throughout Europe. In 2019/20, EU
sunflowerseed area is seen increasing 4 percent to 4.3 million hectares. The average yield may
not duplicate last year’s all-time high, though, so EU sunflowerseed production might only match
the 2018/19 harvest of 9.7 million tons. An expansion of the domestic crush may be limited by
competition from higher EU imports of sunflowerseed oil.
Slightly lower Argentine sunflowerseed production is seen for 2019/20 based on a trend yield
just below last season’s superb crop. After an improved 2018/19 global harvest for
sunflowerseed, the Argentine area—at 1.8 million hectares—could be constrained by a
weakened price. The attractiveness of sunflowerseed is also diminished due to a reintroduction
of Argentine export taxes on sunflowerseed last year. With lower production, domestic crush is
lowered slightly to 3.4 million tons.

Bigger Crops Are Expanding Cottonseed Use
USDA estimates 2019/20 global cottonseed production will increase 5 percent to 45.8 million
tons. India and the United States would account for nearly all of the 2-million-ton increase,
although smaller gains are also expected for Pakistan and several African countries. Production
incentives and export opportunities for some countries have been enhanced by slow production
growth in China and its higher tariffs imposed on U.S. cotton imports last year.
Indian cotton area may expand 1 percent to 12.4 million hectares as market prices have
strengthened by 12 percent from a year ago. Assuming normal monsoon rainfall, improved
yields are projected to raise Indian cottonseed production for 2019/20 by 12 percent to 12.1
million tons. Similarly, a higher area is expected to raise Pakistan’s production of cottonseed—
by 4 percent in 2019/20 to 3.5 million tons.
The decline in China’s cotton area over the last decade may have bottomed, with overall newcrop area this year projected nearly unchanged at 3.45 million hectares. China’s cottonseed
production in 2019/20 is projected unchanged at 10.9 million tons as the estimated trend yield is
slightly above a year ago. Slightly higher imports of cottonseed would also help to maintain the
level of domestic use.
Cotton prices in Brazil have stayed elevated this year after continuing weakness of the country’s
exchange rate. Brazil is now also one of the few alternative sources for the high-quality cotton
12
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fiber that China typically imports from the United States, which have been imposed a higher
duty. An enhanced export market may maintain the high level of Brazilian cotton area for
2019/20 at a 28-year high of 1.65 million hectares. The trend yield in Brazil is likely below last
year’s record, which is projected to reduce Brazilian cottonseed production by 6 percent in
2019/20 to 3.9 million tons. The output of Pakistan’s cottonseed—its top oilseed crop—could be
raised 4 percent in 2019/20 to 3.5 million tons.

Minor Changes Likely for Global Peanut Trade
For 2018/19, global peanut production is projected down 2 percent to 44.9 million tons. Crop
increases for India and China are more than offset by reductions for several African countries.
Over half of the production in India and China is crushed domestically for the production of oil
and meal. The global import growth of confectionery peanuts are projected at 1 percent for
2019/20, with the EU market being the top destination for imports.
Poor rainfall last year helped to slash India’s peanut crop by 29 percent. For 2019/20, Indian
peanut area may bounce back by 6 percent to 5 million hectares. Provided the summer
monsoon season is less erratic, peanut yields could rebound too. Indian peanut production in
2019/20 could then recover to 5.8 million tons from 4.7 million in 2018/19. A better Indian
peanut crop would also provide a boost for its exports.
In China, market conditions for growing peanuts are stable. Although peanut prices in China are
modestly higher than a year ago, the 2019/20 area is expected to rise only 1 percent to 4.6
million hectares. Slow growth for area and yields is projected to raise China’s 2019/20 peanut
production by 3 percent to 17.5 million tons. Domestic consumption may nearly match the
output growth so peanut exports from China may expand minimally in 2019/20.

India and China To Dominate Global Trade in Vegetable Oil
Following 2 highly productive years, the growth in Indonesian palm oil production for 2019/20
could slow. A steady decline in prices could also lead producers to cut back on fertilizer use this
year. For 2019/20, USDA projects Indonesian palm oil production to rise 4 percent to 43 million
tons. Demand gains for Indonesian palm oil will primarily stem from exports and its domestic
biodiesel market. Low-cost Indonesian palm oil is forecast to boost 2019/20 exports by 3
percent to 30 million tons.
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In recent years, a volatile export market for Indonesian biodiesel has forced its industry to focus
inward for demand growth. Indonesian officials have often touted higher domestic consumption
of biodiesel as a way to conserve the foreign exchange spent on crude oil imports. Last year’s
plunge in the rupiah only reinforced that initiative and accelerated the schedule of the
Government’s mandated biodiesel blending rate. By 2020, the national blend rate will be raised
from 20 percent to 30 percent. After several years of robust growth, the use of palm oil by the
domestic biodiesel industry may increase marginally in 2019/20 to 6.7 million tons.
Compared to Indonesia, Malaysian palm oil output may expand less rapidly due to an older age
profile for its trees. Conversely, an improvement in the availability of labor for harvesting is
contributing to less waste. Malaysian palm oil production may edge only 1 percent higher in
2019/20 to 20.7 million tons. Palm oil exports are seen increasing to 18 million tons from 17.2
million in 2018/19. Still, Malaysian palm oil stocks have been accumulating. Next year, the
Malaysian Government is set to double its required blending rate for biodiesel to 20 percent. By
2019/20, palm oil stocks could be drawn back down by the steady growth in exports and
industrial use.
Indian domestic production of oilseeds for 2019/20 is expected to increase 4 percent to 37.4
million tons, which will raise vegetable oil production accordingly. Nevertheless, India’s status as
the leading import market will be preserved by strong growth for Indian vegetable oil
consumption (up 3 percent to 24.5 million tons). Indian palm oil imports for 2019/20 are forecast
rising 2 percent to 10.8 million tons while soybean oil imports could increase 3 percent to 3.5
million. At 2.45 million tons, India will remain a top global buyer of sunflowerseed oil as well.
Even as its protein meal demand falters, vegetable oil consumption in China will keep rising
steadily in 2019/20. A slackening pace for soybean oil production in China in 2019/20 may limit
its consumption. However, an increase in palm oil imports to a record 6.7 million tons would
help to compensate.
Tight supplies may continue to constrain EU demand for rapeseed oil, particularly by the
biodiesel industry. EU imports of sunflowerseed oil may also be tempered by fewer Ukrainian
supplies. And in a stark contrast to the expected import gains by many developing countries,
little change is seen for EU palm oil imports. This may happen despite a widening price discount
for palm oil with other vegetable oils and with diesel fuel. Earlier this year, the European
Commission concluded that the expansion of palm oil production causes deforestation. If EU
member governments ultimately concur with that determination, the EU could soon enact an
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update to its Renewable Energy Directive (RED). Through 2023, the new RED would cap palm
oil use for EU biofuels at the 2019 level and then entirely phase it out by 2030.
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