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South Africa’s livestock industry is constrained by biosecurity
challenges

South Africa’s agricultural sector has had two consecutive years of strong growth, with 27 June 2022
expansion in all subsectors, i.e., livestock, field crops and horticulture. This year will be a
break from the 2020 and 2021 strong performance. We expect the sector’s gross value
added to fall by roughly 3-5% year on year given the high base from 2021. The overall field
crops harvest will likely be lower than the previous season, although some crops such as
soybeans and sunflower seed promise a large harvest. But this will not be the only source of
potential contraction in the sector. The livestock sector, which accounts for roughly half of www.agbiz.co.za
the sector's gross value added, continues to face numerous challenges. First, the generally

higher grains and oilseed prices, a key feed ingredient, have presented increased cost

pressures to livestock and poultry farmers since 2020. For example, yellow maize prices were

up by 38% year on year on 23 June 2022, trading at R4 357 per tonne.
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While the farmers were somewhat able to manage the rising feed costs in'the past two years,
the current season has presented new challenges: a vast outbreak of foot-and-mouth disease
as well as continued occurrences of swine flu and avian influenza outbreaks. South Africa has
had 91 foot-and-mouth disease.outbreaks in previously disease-free zones. The disease has
for the first time in history spread outside the demarcated foot-and-mouth disease zone and
is now active in five provinces, namely, Limpopo, KwaZulu-Natal, North West, Gauteng and
Free State. While the outbreak does not necessarily mean a wide slaughtering of cattle for
farmers and has now, encouragingly, been quarantined in various sites or farms, the
economic impact still cuts deep. The impact on livestock auctions is huge. Moreover, bans by
many countries on exports of South Africa’s livestock products constrain the growth of the
sector and harm the potential for black farmers to reap the benefits from an increasingly
export-oriented livestock sector. South Afiica’s beef industry is aggressively building its
export activity, with exports having grown nearly seven-folds over the past two decades,
reaching 54 334 tonnes in 2021 (see Exhibit 1). But we are still not able to export our top-
quality beef products to the USA, UK and EU markets where the returns will be much higher
than exporting to the Middle East and other smaller markets,

The frequent outbreak of the foot-and-mouth.disease risks reversing or slowing the export
drive that the beef industry has embarked on. Weaker exports could also translate to softer
domestic beef prices at a time when the feed costs — grains and oilseeds — are elevated. This
ultimately adds financial strain on farmers. The financial pressure is not limited to the cattle
industry but also to sheep, goats, pigs and poultry. For instance, China has temporarily
suspended imports of South Africa’s wool for roughly three months due to the foot-and-
mouth disease outbreaks. China is a significant market, accounting for roughly 70% of South
Africa’s wool exports. The current export ban has a broad negative financial impact on the
wool industry and the communities that rely on the industry.

Disclaimer:
Livestock is also one of the subsectors with the deep involvement of farmers from the former

homelands’ regions of South Africa. For example, the National Agricultural Marketing Council Everything has been done to

ensure the accuracy of this

estimates suggest that black farmers account for 18%, 13% and 34% of wool, mohair, and information, however, Agbiz takes
cattle production, respectively. The accuracy of these data is debatable, but the point here is no responsibility for any loss or

. . ; ! ) damage incurred due to the
that a sizable share of agricultural output by black farmers is affected by these financial usage of this information.

pressures. We highlight this data to note that these new entrant farmers might not have
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financial buffers to carry them through in a tough livestock market, as we already hear from
established commercial farmers about these financial pressures.

Keeping in mind the focus of the Agriculture and Agro-processing Master Plan on inclusive
growth and employment creation in the agricultural sector, efficient prevention and
management of animal diseases and maintenance of animal health is critical. Government
has a critical role to play here and the legislative, budgetary and coordinating tasks of public
veterinary services and animal health services are absolutely vital in protecting our national
livestock herd and enabling the growth that the sector desperately needs.

The Department of Agriculture, Land Reform and Rural Development established an Animal
Biosecurity Task Team, which we understand completed its task with crucial
recommendations for improving the current challenges. The report should be made public,
and its recommendations implemented urgently. This could provide a platform for effective
collaboration between the private sector and the government in placing measures in place to
curb the spread of diseases and improve the health of all sectors of the livestock sector.

Importantly, for key markets for the wool industry such as China, the Department of
Agriculture, Land Reform and Rural Development should actively erﬂ_)aw the Chinese
authorities to resume exports, as we believe there was the framework forﬂgagement from

the previous episodes of this nature of outbreaks. The engagement is crucial as China has
slowly opened its economy from the tough lockdowns. Our government s move with
speed on its engagement. In the case of rising feed costs, the potential rai ill be a saving
grace that natural grazing veld will continue recovering welland assist the.tock, to an
extent. -
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Exhibit 1: South Africa’s beef exports
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Weekly highlights

South Africa’s consumer food price inflation accelerated in May

We are in a period of elevated prices, and food is at the core of these increases. For example,
in May, South Africa’'s consumer food price inflation accelerated to 7,8% y/y, from 6,3% in the
previous month. This is the quickest pace since March 2017. The increase was broad base on
all food products in the inflation basket. This largely mirrors the uptick we have been seeing
in the global agricultural commodity prices, and indeed the domestic market.

Importantly, we are now also starting to see the spillover the Russia-Ukraine war had on
agricultural commodity prices transmitted into retail food prices. In fact, for the grain-related
and vegetable oils products, we will likely see a continuous mild uptick in the coming month
or two, which could push up mildly the headline food consumer price inflation number
further. Since the Russia-Ukraine war began and disrupted the global grains market, the
global agricultural commodity prices have increased significantly, with the FAO's Global Food
Price Index in May averaging 157 points, which is up 22% y/y, coming fro‘ record high

seen in March.! .

The disruption in the palm oil market, and indeed the entire vegetable oil ket, the ban

on wheat exports by India, and the expected Iower Wheat est in the 2‘3 production
season are added upside risks thatct r
see potential further increase ,
could hover at current elevated leve
global agricultural markets, ha
The result of these develop

Nevertheless, we still think the outlook on food product prices will remain mixed, despite the
recent broad increase in product prices. In the case of fruits and vegetables, South Africa has
a sizable harvest and the disruption in fruit exports within the Black Sea region couId add
downward pressure on domestic prices; w of
these product price directions for the co

dependent on the cattle and sheep slaughteri
197 712 head of cattle slaughtered in April 2022 (-2% y/y), and 318 155 head of sheep
slaughtered in the same month (-10% y/y). Conversely, there are fears of a potential increase
in poultry product prices, which could lessen the benefit of softer red meat prices.

Overall, various factors in the food market will likely push in opposing directions in the
coming months. Thus, we believe that South Africa's consumer food price inflation could
average just above 6,0% y/y in 2022 (from 6,5% in 2021). The base effects, along with meat,
fruits and vegetables, will likely provide a constructive price inflation path ahead. With that
said, the next month or two will likely show elevated consumer food price inflation, with
moderation in much of the second half of the year.

1 The FAO data are available here.
2 The citrus industry is an example of a large domestic fruit harvest. See here.



https://www.fao.org/worldfoodsituation/foodpricesindex/en/
https://apps.fas.usda.gov/newgainapi/api/Report/DownloadReportByFileName?fileName=Citrus%20Semi-annual_Pretoria_South%20Africa%20-%20Republic%20of_SF2022-0016.pdf

Exhibit 2: South Africa’s consumer food price inflation
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Data releases this week
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We start the week with a global focus, where, today, the
Agriculture (USDA) will publish its weekly US Crop
been completed and thus we 0

soybean crop was rated goo
Thursday, the USDA will relea:

summer crop production estimates. We don 2t any major adjustments from the
current estimates, aside from a marginal uptick in the soybeans harvest estimates.
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already been delivered to commercial sil
tonnes. Moreover, the soybean harvesti
2022, about 1,9 million tonnes had alrea
24 June 2022 will likely show additional sma i . nflower
seed, in the week of 17 June 2022, about 594 236 tonnes had already been delivered, against
an expected harvest of 963 000 tonnes (second largest on record).

eekly Producer Deliveries data for the week

On Thursday, SAGIS will publish the Weekly Grain Trade data for the week of 24 June 2022.
In the previous release on 17 June 2022, which was the seventh week of South Africa's
2022/23 maize marketing year, the weekly exports amounted to 99 019 tonnes. The key
markets were Japan, Taiwan, Vietnam and the Southern Africa region. This brought the total
2022/23 exports to 563 796 tonnes out of the seasonal export forecast of 3,2 million tonnes.
This is slightly down from 4,1 million tonnes in the past season due to an expected reduction
in the harvest.

South Africa is a net importer of wheat, and 17 June was the 38th week of the 2021/22
marketing year. The total imports are now at 1,17 million tonnes out of the seasonal import
forecast of 1,48 million tonnes (slightly below the 2020/21 marketing year imports of 1,51




million tonnes because of a large domestic harvest). About 25% is from Argentina, 23% from
Lithuania, 18% from Brazil, 14% from Australia, 13% from Poland, 4% from Latvia and 3%
from the US.

If one looks into South Africa’s wheat imports data for the past five years, Russia was one of
the major wheat suppliers, accounting for an average share of 26% a year. This has now been
replaced by the above-mentioned suppliers.

Also on Thursday, Statistics South Africa will release the Producer Price Index (PPI) data for
May 2022.

Exhibit 3: South Africa's precipitation forecast
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