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UK Cereals Supply 
and Demand 
The 2012/13 season was 
characterised by extreme 
weather which impacted 
grain quantity and quality 
and stimulated demand from 
the animal feed sector, there 
are also some key areas to 
watch out in for 2013/14.  

Global Grain Trade in 
2013/14 
Larger global supplies of 
wheat and coarse grains, 
and the consequent 
reduction in prices, have 
already stimulated export 
demand so far this season. 
Total world grain trade in 
2013/14 is forecast 4% 
higher than last season. 

Global Freight Review 
Global shipping rates have 
been in the longest recent 
slump for the last two years, 
as overcapacity and a 
struggling world economy 
meant fierce competition for 
work, but freight rates have 
now started increasing. 

Vegetable Oil 
Consumption Patterns 
Food oil consumption is 
influenced by several 
factors, namely income, 
health issues, cultural 
inclinations and price. 

 

 

Global trade in grain looks set to 
increase this season, with larger 
wheat crops being confirmed in most 
but not at all Northern Hemisphere 
regions and positive, albeit early, 
reports from the US maize harvest.  At 
286.7Mt, the current forecasts for 
global grain trade would be the 
second largest on record behind 
287.3Mt in 2011. 

While many of the factors which may 
impact trade levels can be 
anticipated, such as freight rates 
which remain at historically low 
levels, political factors can often be 
more unpredictable. Currently it 
seems that these may return to the 
fore with Monday’s lack of agreement 
over the US budget and the resulting 
federal shutdown.  This has possible 
implications for the availability of 
USDA Agricultural supply and demand 
information.   

In the last few years, US deadlines for 
budget / debt deals have loomed and 
been met several times so Monday 
night’s lack of agreement may have 
come as somewhat of a ‘curve ball’.  
Financial markets have been reacting 
to the events and the US dollar has 
fallen to its lowest level against a 
basket of 6 major currencies for 8 
months.  

The uncertainty is also enhanced by 
the fact that the US borrowing limit, 
the so-called ‘debt ceiling’, of $16.7 
trillion will again be reached in mid-
October. Political agreement will  be 
needed to increase the limit and 
without such an agreement, there is a 
risk the US may default on some 
obligations. 

Perhaps the principal impact of these 
developments on grain and oilseed 
markets in the near-term are the 

currency movements, which affect the 
competitiveness of the various 
origins. Longer-term, should these 
political developments have any 
bearing on the global economy 
demand levels may also be impacted.  

In the UK, the recently released final 
balance sheets for 2012/13 provide a 
starting point for 2013/14 estimates. 
The next two weeks will see several 
other key pieces of information for 
the UK becoming available.   

Scottish area statistics are due on 9 
October and on 14 October the first 
estimates of UK wheat and barley 
production will be released by Defra, 
along with the AHDB/HGCA Early 
Balance sheets for wheat and barley.  
Initial production estimates for other 
crops including oilseed rape and oats 
are due on 17 October – for more 
information on upcoming market 
dates click here.   

Analysis of the UK situation, trade 
forecasts and the situation in China 
will all be discussed at this year’s 
AHDB / HGCA Grain Market Outlook 
Conference. 

Helen Plant 

 

 

 

 

   2 October 2013 / Vol 16 Issue 7 

MI Prospects 
 

 In this issue... 

The AHDB/HGCA Grain 
Market Outlook 

Conference will be held on 
15 October this year, titled 
'Redefining resilience: How 
equipped is the industry to 
manage future change?' To 

book your place, please 
click here. 

Politics once again to the fore? 

http://www.hgca.com/content.output/6585/6585/Markets/News%20and%20analysis/Upcoming%20information.mspx
http://www.hgca.com/content.output/6801/6801/Markets/Markets/Grain%20Market%20Outlook%20Conference.mspx
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The 2012/13 season was characterised by extreme weather 
which impacted grain quantity and quality and stimulated 
demand from the animal feed sector. This article rounds-up 
last season and picks out some key areas to watch for 
2013/14. 

Charlotte Garbutt, Market Specialists team 
02476 478764, charlotte.garbutt@ahdb.org.uk 

2012/13 Review 
The outstanding features of the 2012/13 season were 
a wet summer and autumn, followed by a cold spring. 
This meant wheat production and quality suffered 
heavy losses, with animal feed demand also impacted 
as livestock spent less time at grass and farmers were 
unable to gather as much high quality forage as usual. 
Combined grain usage for animal feed increased 12% 
year-on-year and was the highest on records going 
back 20 years.  

As always, price relationships determined which grains 
benefitted from the extra demand, with barley and 
maize the main winners into compound rations. 
However, a higher number for  wheat fed on farms has 
been included, as residual wheat produced by cleaning 
grain or which was unsuitable for usual markets, is 
expected to have been fed to nearby livestock – 
especially given the weather difficulties.  

Last season’s cereal supply and demand figures are 
normally finalised by Defra in September but 2012/13 
has been particularly challenging with some balance 
sheets remaining under investigation.  

Figure 1 shows the supply and demand balances for 
wheat and barley with the highlights for each grain 
considered below. For the full release, see  the HGCA 
website.  

Wheat  
For wheat, 2012/13 was characterised by lower 
production, poor quality and increased demand. 
Tightness in the market was avoided by large imports 
which reached such high levels that stocks were able to 
be built by 46%, from the low levels seen at the end of 
2011/12.  

Overall consumption increased to 14.8Mt, up 8% year-on
-year, due to 11% and 6% growth respectively for human 
and industrial (H&I) purposes and animal feed 
respectively. Fuel ethanol production was one of the 
main growth areas, although good product demand 
meant distillers also used more and millers increased 
their intake to compensate for lower flour extraction 
rates from the domestic crop.  

One of the big questions on the demand side for 2013/14 
must be how quickly the two UK ethanol plants will 
accelerate to full rate – very limited usage was seen over 
the summer. It is important to note that one of these 
plants has used maize in the past and therefore if maize 
can be purchased competitively it is likely that not all 
grain demand for ethanol in 2013/14 will be channelled 
through the wheat market. 

Export business was very limited in 2012/13 given the 
price of UK wheat versus other origins, however, the 
arrival of higher quality grain from the 2013 harvest has 
led to more export activity in recent weeks.  

With suggestions that the UK harvest can supply quality 
needs (see AHDB/HGCA Cereal Quality Survey results 
here) the shift into milling UK wheat now needs to be 
managed, alongside balancing  grain already imported 
with domestic supplies and requirements. 

UK Cereals Supply and Demand 

Figure 1    Wheat and Barley Supply and Demand 

 WHEAT    BARLEY   

‘000 tonnes 
2007/08 
2011/12 
average 

2011/12 
estimate 

2012/13  
Sep-13 

% change on 
11/12 

2007/08 
2011/12 
average 

2011/12 
estimate 

2012/13 
Sep-13 

% change on 
11/12 

Opening Stocks  1,982  1,537   1,495  -3% 1,047  870  940  8% 

Production 14,932  15,257  13,261  -13%  5,727   5,494  5,522  1% 

Imports 1,179  908   2,944  224%  123   156   235  51% 

Total Availability 18,093  17,702  17,700  0% 6,897  6,520  6,697  3% 

Human and Industrial 
Consumption 

6,901  6,816  7,559  11% 1,729  1,820  1,834  1% 

Usage as Animal Feed 6,358  6,475  6,833  6% 3,144  2,784  3,289  18% 

Seed 303  295  319  8% 155  145  165  14% 

Other 74  76  66  -13% 28  27  28  4% 

Total Domestic Consumption 13,636  13,662  14,777  8% 5,058  4,776  5,316  11% 

Exports 2,550  2,545  737  -71% 765  804  384  -52% 

End-Season Stocks 1,907  1,495  2,186  46% 1,044  940  997  6% 

Source: Defra 

mailto:charlotte.garbutt@ahdb.org.uk
http://www.hgca.com/content.output/99/99/Markets/Markets/Supply%20and%20Demand.mspx
http://www.hgca.com/content.output/99/99/Markets/Markets/Supply%20and%20Demand.mspx
http://www.hgca.com/content.output/100/100/Markets/Markets/Survey%20Results.mspx
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 Maize 
The main trend in the maize balance sheet has been an 
increase in the amount of maize consumed by both the 
H&I and animal feed sectors, as the grain was cost 
competitive for inclusion. Northern Ireland in particular 
imported considerable amounts of maize for feed 
relative to historic levels.  

The fundamental challenge when compiling the 2012/13 
maize balance sheet was the extremely high level of 
imports reported by HMR&C (1.69Mt). This currently 
does not reconcile with the Defra cereals usage and 
stocks surveys which do not show this level of maize 
being used or stored in the UK in 2012/13. Based on the 
current Defra usage and stocks figures a derived import 
figure of 1.36Mt is displayed in Figure 2. Investigations 
are being undertaken to identify the source of the 
discrepancy, these will include discussions with ports, 
consumers and stock holders to ascertain if under or 
over-reporting has occurred in any of these areas of the 
balance sheet. Defra welcome input from those involved 
in the UK maize market to assist in this process. 

2013/14 Supply and Demand 
Although 2012/13 investigations are still on-going, 
attention is now on the current season. The unusually high 
levels of spring crop planting, brought on by a difficult 2012 
autumn, will bring into play a number of different factors 
for barley and oats. Meanwhile for wheat, good quality and 
stocks will help to compensate for lower production. The 
AHDB/HGCA Early Balance Sheet estimates for wheat and 
barley will be released on 14 October. 

UK Cereals Supply and Demand 

Barley 
The 2012 barley harvest, some of which avoided the 
quality difficulties seen for wheat, although an increase 
in imports was still required to supply some markets. 
Overall consumption grew 11% year-on-year with the 
bulk of this in animal feed, as discussed above, although 
H&I usage continued on a steady growth curve driven 
by the whisky malting sector. 

Barley struggled to drum up export business in 
2012/13, meaning that stocks were able to grow year-
on-year. However, the export situation has already 
changed for 2013/14 with evidence of shipments 
leaving UK shores in anticipation of a considerably 
larger UK barley surplus as a result of a larger planted 
area. Exports are the main area where significant 
demand can be stimulated for barley as the malting 
sector is near capacity and feed demand is already at 
strong levels. 

Other Grains (Oats and Maize)  
Figure 2 shows the supply and demand balances for 
maize and oats which are still under investigation by 
Defra due to discrepancies in the data sources that 
need to be explored further. Estimates will be finalised 
before the first official 2013/14 Defra balance sheets in 
November. Highlights from the two balance sheets are 
covered below. 

Oats 
The quality of the 2012 oat crop was damaged by the 
wet weather and led to higher levels of imports to be 
used by oat millers to supply their on-going growth in 
demand (up 4%). Animal feed consumption of oats also 
increased as lower quality grains were used to provide 
for the strong animal feed profile. Overall, a small 
increase in stocks is anticipated, but this is likely to be 
insignificant relative to the scale of production increase 
expected from the 2013 harvest due to a large planted 
area.  

Figure 2    Maize and Oats Supply and Demand - Under Investigation 

‘000 tonnes MAIZE  - Under Investigation  OATS  - Under Investigation  

 
2007/08 
2011/12 
average 

2007/08 
2011/12 
average 

2011/12 
estimate 

2012/13  
Sep-13 

% change on 
11/12 

2011/12 
estimate 

2012/13 
Sep-13 

% change on 
11/12 

Opening Stocks 90  111 149 35% 73  65  63  -3% 

Production - 0 0 0% 731  613  627  2% 

Imports 1,054  992  1,360  37% 28  57  109 91% 

Total Availability 1,143  1,102  1,510  37%  832  735  799  9% 

Human and Industrial 
Consumption 

339  278 412 48% 428  474  491  4% 

(of which home grown) - - - -  400  427  375  -12% 

Usage as Animal Feed 563  531 811 53% 242  164  200  22% 

Total Domestic 
Consumption 

1,017  923 1,337  45% 692  656   711  8% 

Exportable surplus 23  30 64 113% 63  16  13  -19% 

End-Season Stocks 104 149 109 -27% 78   63  75  19% 

Source: Defra 

Â  High levels of wheat imports allowed stocks to build 
despite lower production and higher consumption. 

Â Usage of grains in animal feed hit new highs due to 
poor weather 

Â  AHDB/HGCA 2013/14 Early Balance Sheet estimates 
released on 14 October 

Key Points 

http://data.hgca.com/archive/import.asp
http://www.defra.gov.uk/statistics/foodfarm/food/cereals/cerealstock/
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Larger global supplies of wheat and coarse grains, and the 
consequent reduction in prices, has already stimulated export 
demand so far this season. Total world trade in 2013/14 is 
forecast at 286.7Mt by the USDA, which is up 4% on last 
season.  

Sarah Nightingale, External Contributor  

Global Grain Trade  

 

Introduction 
This article looks at the various factors that are driving 
world trade in the main grains this season, and some of 
the unknowns that may affect final trade figures. 

Wheat Exports 
Figure 1 shows the latest USDA forecasts for wheat 
exports from the major exporting countries.  

Figure 1    USDA Wheat Export Forecasts for the 
Principal Wheat Exporting Countries 

 

 

 

 

 
 
 
 
 
 
 
 
A good recovery (up 10.5Mt cumulatively) is seen for 
wheat exports from Russia, Ukraine and Kazakhstan 
following a much better growing season and harvest in 
2013. While exports from Russia are seen at 17.0Mt, 
up from 11.3Mt in 2012/13, uncertainty remains about 
the Russian government’s policy on rebuilding 
intervention stocks which were depleted last season. 
About 5Mt of wheat were exported from Russia during 
July and August. Export prices are now close to or 
below the declared Russian government intervention 
price.  As a result, if an announcement on opening 
intervention buying-in is made, this could affect the 
competitiveness of Russian grain on the world market. 

Despite a smaller wheat crop, the USA is forecast to 
increase its exports from 27.7Mt in 2012/13 to 30.0Mt 
this season. Strong early season sales, notably to China 
(Soft Red Winter wheat) and Brazil (Hard Red Winter 
wheat) mean that exports were ahead of last year’s 
pace by 3.4Mt on 19 September. Hard Red Spring 
wheat exports however, are seen lower due to strong 
competition from Canada, where a very large wheat 
crop is currently being harvested. Canada’s wheat 
exports, for which there will be strong demand due to 
the relatively short supply of high quality wheat this 
year, are currently put at 20.5Mt (18.6Mt) - the highest 
export figure since 1994/95. 

The EU has also seen a very busy start to the 2013/14 
season, and is forecast to export 23.0Mt (22.2Mt) over 
the season. By 25 September, a total of 6.5Mt of wheat 
export licences had been issued, up on 3.7Mt at the 
same time last year. Sales of 0.9Mt of Romanian wheat 
to Egypt are included in the total. French traders hope to 
capture some of the Egyptian demand once Romanian 
stocks have dwindled, though there is uncertainty over 
Egypt’s wheat purchasing plans this year as well as the 
export availability of Russian wheat as the season 
progresses. 

India’s 2013/14 wheat exports are forecast down 42% 
to 5Mt despite very high stock levels, though the final 
figure will depend on government policy. International 
prices are currently well below the government target 
price for exports of $300 per tonne. It is unclear whether 
the government will be willing to sell off stocks at prices 
lower than those at which it bought them, even though 
the recent devaluation of the Indian Rupee will offset 
some of the losses.  

USDA forecasts Kazakhstan’s wheat exports to rise by   
2Mt from 2012/13 levels to 9Mt due to the rebound in 
production.  A recent announcement by the Kazakh 
Ministry of Agriculture supports this, confirming that up 
to 9.5Mt of export wheat should be available from the 
country in 2013/14.  

Wheat Imports 
The principal wheat importers in 2013/14 are forecast to 
be China and Egypt (Figure 2). China is expected to 
increase wheat purchases by 6.5Mt to 9.5Mt, the 
highest figure since 1995/96, after the country’s wheat 
crop was affected by adverse weather (Prospects Vol 8 
Issue 4).  

Figure 2   USDA Wheat Import Forecasts for the 
Principal Wheat Importing Countries 

 

 

 

 

 

 

 

 

 

The political turmoil in Egypt makes it difficult to predict 
wheat import demand, with both the quantities and 
origins of imports likely to be affected by the 
government’s wheat purchasing policy.  However, 
several Arab countries have pledged monetary support 
that will be used to aid wheat purchases, needed to 
replenish stocks. The country has bought around 2.15Mt 

Source: USDA 

Source: USDA 
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Global Grain Trade  

of wheat so far this season, all from the Black Sea 
countries of Russia, Ukraine and Romania. However, 
French wheat has been becoming more competitive in 
recent weeks and is expected to replace Romania as the 
main EU supplier in future tenders.   

Brazil is forecast to increase wheat imports from 7.5Mt 
to 7.7Mt.  The major change this season is a significant 
increase in purchases of US wheat following the 
temporary waiver of the 10% duty on wheat imports 
from non-Mercosur countries. This action was taken 
due to the shortage of wheat in Brazil’s traditional 
wheat supplier, Argentina.  

There is also some uncertainty about the import 
requirements of Iran where it is believed the 
government is keen to continue its grain stocking policy 
in the face of difficult international relations. 

Maize Trade 
Figure 3 shows the USA is expected to resume its 
position as the world’s principal maize exporter 
following a significant recovery to production for 
2013/14. Ukraine is also expected to increase its 
exports by 35% to 18Mt to become the third largest 
exporter in the world behind USA and Brazil, overtaking 
Argentina. Maize exports from both Brazil and 
Argentina are seen lower due to expected lower 
production this season (2013/14).  

Figure 3   Principal Maize Exporting and Importing 
Countries 

 

 

 

 

 

 

 

 

 

All the principal importing countries are forecast to 
increase maize imports this season, particularly China, 
which is expected to increase imports by 133% to 
7.0Mt. Under the Tariff Rate Quota (TRQ) system, a 
total of 7.2Mt of maize can be imported at a duty of 1% 
in 2013, with a further 7.2Mt available for 2014.  Above 
this limit, maize imports are subject to an import duty 
of 65% so the quotas could be a limiting factor on maize 
imports. 

South Korea is expected to increase maize imports at 
the expense of feed wheat imports due to the change in 
competitiveness between these grains this season. 

Other Coarse Grains 
Figure 4 shows an expected decrease to world barley 
trade this season despite a strong recovery in 

production, due to lower animal feed demand in the 
Near East.  The EU and Argentina are expected to export 
slightly less barley this season while Australia and Russia 
are predicted to increase their market share.  

Figure 4    World Grain Production and Exports  

 

 

 

 

 

 

 

 

 
Saudi Arabia remains the largest barley importing 
country, and is forecast to import 7.5Mt (7.7Mt) this 
season followed by China, expected to import 2.2Mt 
(same as last year) and Japan at 1.3Mt (same as last 
year).  

The US also reports some fairly active import demand for 
sorghum from China in recent weeks. Sorghum is seen as 
a suitable alternative to maize by the feed compound 
industry and is being imported by the private sector in 
China whose portion of the 2013 maize TRQ is now used 
up. 

Concluding Comments  
Ample grain supplies this season are expected to lead to 
increased international trade for both wheat and maize 
this season. However, government decisions over the 
next few months will affect the level of this increase, 
notably China’s restocking policy for wheat and its maize 
demand, Russia’s intervention policy and the Egyptian 
purchasing policy.  

The relative pricing of different grains and origins will 
also affect sourcing decisions. This is a key part of the 
relative competitiveness of major exporters, a topic 
which will be discussed at this year’s Grain Market 
Outlook conference.  Click here for more information on 
the conference and to book tickets. 

Source: USDA 

Â  2013/14 World trade in wheat and maize seen up 
3.7%   and 5.4% respectively  

Â   Large recovery in Black Sea supplies 

Â   Russian intervention policy remains unclear  

Â   US to resume top position as maize exporter 

Â   China is now key importer for both wheat and maize 

Â Egypt’s wheat purchase plans are unclear but  
government now has finance  

Key Points 

 Production  Exports 
Exports as % of 

production 

M tonnes 12/13 13/14 12/13 13/14 12/13 13/14 

Wheat 655.2 708.9 147.0 152.4 22.4 21.5 

Maize 860.1 956.7 99.2 104.5 11.5 10.9 

Barley 129.3 141.7 19.1 18.8 14.8 13.3 

Sorghum 56.8 62.4 7.2 8.4 12.7 13.5 

Oats 21.1 22.5 2.0 2.2 9.5 9.8 

Total* 1,783.0 1,954.4 275.0 286.7 15.4 14.7 

Source: USDA 
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Global shipping rates have been in the longest recent slump 
for the last two years, as overcapacity and a struggling world 
economy meant fierce competition for work. With the world 
economy now seen to be improving and a larger 2013/14 
harvest to transport, freight rates have started increasing. 

Lloyd Dixon, Market Specialists team 02476 478862 
lloyd.dixon@ahdb.org.uk  

Introduction 
The Baltic Dry Index (BDI) is a key economic indicator as 
it indirectly measures the supply and demand for basic 
materials – iron ore, oil, coal and grain amongst others. 
It tracks the global cost of shipping across 50 routes and 
several classes of ship. The BDI reached 11,425 points in 
May 2008 but fell by nearly 95% to 622 points just 6 
months later. 

Figure 1 Baltic Dry Index 10 years  

 

 

 

 

 

 

 

 

 

Effect of Shipping Costs on Domestic Grain Markets 
The price of shipping can affect the competitiveness of 
different origins, as the cost to the end user is made up of 
the price of grain and transport. For origins such as the US, 
which is a relatively long way from traditional wheat 
markets in Africa and Asia their domestic market must be 
priced to compete once higher shipping costs are taken 
into account. This means that at times of high shipping 
costs relative returns to US farmers could be lower than 
European farmers. 

Baltic Dry Panamax Index 
Grain is most commonly transported across oceans in 
Panamax sized vessels, so called as they are the largest 
class able to fit through the Panama Canal. According to 
Lloyd’s List, these 250 meter long ships carry 60-80Kt of 
bulk material; enough to make moving grain cost effective 
but not too large for medium sized ports to handle. The 
Baltic Exchange Panamax Index is heavily influenced by 
grain shipping demand. However, should Panamax rates 
become relatively cheaper than other sizes of vessel, other 
cargos (such as iron ore or wood) can be transported and 
vice versa.  

Hence, any tightness or oversupply in other markets 
could affect the price of shipping grains and oilseeds.    

Fleet Capacity  
With charter rates for Panamax vessels reaching $95,000 
per day in 2007, ship owners placed orders for more 
vessels, which were then difficult to unwind when the 
market crashed (Bloomberg). Since 2008, about 4,300 new 
bulk carriers have been delivered, adding capacity at a time 
when demand is slow. New ships are more fuel efficient, 
and so with charter rates being below the average break 
even cost of $10,500 per day, according to Bloomberg; 
owners are using modern vessels where possible to 
increase their margin.  As a result, by the end of 2013, 55% 
of the bulk carrier fleet is expected to be less than 5 years 
old (www.gcaptain.com).  

Deliveries are now slowing due to lower earnings from 2008 
onwards, although shipyards still have orders for 324 more 
Panamax vessels representing about 15-18% of fleet capacity. 
Space in shipyards is still being booked, with 40 new Panamax 
vessels ordered in the first 6 months of 2013.  

Figure 2 Orders Dry Bulk Vessels 

 
 
 
 
 
 
 
 
 
 
 
 

Despite this, additional demand for shipping has pushed 
the Baltic Panamax Index from 439 points in October 2012 
to over 1,800 points in September 2013 (Figure 3). The 
trade in major agricultural commodities – wheat, maize 
and soyabeans is expected to reach 365Mt in 2013/14, 
according to the USDA, a 10% increase on 2012 / 2013’s 
level. 

Figure 3 Baltic Exchange Panamax Index -12 Month  

 

 

 

 

 

 

 
 

Concluding Comments 
Despite a considerable increase in percentage terms 
this year, shipping rates remain historically low. New 
vessels continue to be ordered and spare capacity in 
the fleet remains high, which, at least in the short term, 
is likely to prevent a return to levels seen in 2010. 

Global Freight Review 

Number of ships Panamax 
Other bulk 

vessels 

New Orders    

2012 56 255 

2013 (to Sept) 54 482  

Total Orders  324  897  

For delivery: 2013  146  237 

2014 120 397 

2015+ 58 263 

Source: RS Platou 
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mailto:lloyd.dixon@ahdb.org.uk
file:///C:/Users/stirlingm/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/PHM3DVNQ/www.gCaptain.com
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Food oil consumption is influenced by several factors, namely 
income, health issues, cultural inclinations and price. 

Amandeep Kaur Purewal, Market Specialists team, 
02476 478954, amandeep.kaur.purewal@ahdb.org.uk 

Vegetable Oil Consumption Patterns  

Introduction 
Industrial demand for vegetable oils has increased 
considerably over the past decade, particularly for use 
in biodiesel. However, the main demand outlet for 
vegetable oils remains the food industry.  

Income Elasticity of Demand 
Vegetable oils may be considered as luxury goods, 
compared to grains which are staples. As a consumer’s 
income increases, his/her tendency to consume 
vegetable oil also increases, either through cooking at 
home or by eating out. Vegetable oil is one of the 
higher “income elastic” food products, whereby a 1% 
increase in income translates to a higher percentage 
increase in demand.  

There comes a point, however, when further increases 
in income have no further effect on how much 
vegetable oil is consumed and thus demand reaches 
saturation. Figure 1 illustrates this effect as the food 
consumption of vegetable oils in developed economies, 
such as the US and EU, has been fairly constant at 
around 9Mt and 11-12Mt respectively, since the start of 
the decade. For growing economies with increasing 
populations, such as China and India, consumption has 
continued to increase. 

Figure 1   Food Oil Consumption in Selected Countries 

 

 

 

 

 

 

 

 

Consumption Patterns in Developed Countries 
Soyabean oil is the most widely consumed oil in the US, 
currently estimated by the USDA at 6.4Mt. It is also the 
main oil produced in the country, with a five-year 
average production of 8.8Mt. However, consumption of 
this oil has been falling since 2004/2005, while 
rapeseed oil and palm oil demand has risen sharply. 
The perceived health benefits associated with 
rapeseed oil in particular could be the factor behind 
this change. Soyabean oil is processed in order to 
improve its shelf-life, stability and to increase its 
density, so that it can be used in processed snack and 
fast foods.  However, this process gives rise to trans-
fats which are believed to have detrimental health 
effects.  

Thus, this negative publicity has influenced health-
conscious consumers to switching from soyabean oil to  
alternative oils.  

In the EU, sunflower oil is the food oil of choice, as 
shown in Figure 2, accounting for 3.5Mt of demand. 
Although more rapeseed oil is produced in the EU than 
sunflower oil, the majority is used in biodiesel 
production.  Palm oil consumption in recent years has 
also risen above that of rapeseed oil, possibly due to the 
appeal of its lower price during the economic downturn. 
Strict labelling of genetically modified food products may 
also explain the low use of soyabean oil.  Although olive 
oil is produced locally and has well-advertised health 
benefits, the higher cost, compared to sunflower oil and 
rapeseed oil, is a limiting factor. 

Figure 2   Food Oil Consumption in the EU 

 

 

 

 

 

 

 

 

The Impact of Biodiesel 
Since the mid-2000s, a new demand outlet for vegetable 
oils has been provided by biodiesel. Figure 3 shows how 
much more soya oil and rapeseed oil in the USA and 
Europe respectively, is used for food than for industrial 
uses (primarily biodiesel production). 

Figure 3  Ratio of Food Oil Consumption to Industrial 
use Consumption 
 
 

 

 
 
 
 
 
 
 
 

Whereas food oil demand has remained fairly static in 
the USA and EU, consumption for industrial uses, has 
grown.  

In the EU, in 2000/01 food oil demand for rapeseed oil 
was almost 3 times that for industrial demand, but is 
currently estimated as only 0.4 times higher. In recent 
years, the use of rapeseed oil in biodiesel production has 
also witnessed limited growth. The recently proposed 6% 
cap on vegetable oil derived biodiesel may see the 
proportion of food oil consumption increase in the 
future.   
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Vegetable Oil Consumption Patterns  

Interestingly, vegetable oil in the UK is mainly rapeseed oil, 
as a closer look at the ingredients list will reveal, but how 
many consumers are actually aware of this? Rapeseed oil 
which is labelled as such, commands a premium over 
vegetable oil as it may be organic or cold-pressed. The 
average price of rapeseed oil was £3.03/L for the year May 
2012-May 2013, whereas the average price for vegetable oil 
during the same time period was £1.37/L. The premium of 
rapeseed oil over vegetable oil has increased from £0.67/L in 
2009 to £1.66/L in 2013 (Kantar).  

The standard process of extracting oil from rapeseed 
involves high temperatures and the use of solvents in order 
to obtain the finished processed product. This process has a 
higher extraction rate. Cold-pressing involves extracting the 
oil at ambient temperature by squeezing the seed and does 
not involve the use of solvents, thus the final product is 
perceived as healthier. 

Olive oil already has a healthy image, but is expensive 
compared to other oils on the supermarket shelf and tends 
to be bought by more affluent consumers and women, 
according to the latest report by Mintel. Rapeseed oil not 
only has lower saturated fats compared to olive oil, but has a 
higher content of omega fatty acids which promote heart 
health. Furthermore, rapeseed oil has a higher smoke point 
than olive oil, meaning that it can be heated at a higher 
temperature before it starts to degrade, although there does 
not appear to be much promotion of this benefit.    

The fact that there has been a gradual rise in rapeseed oil 
sales, may be due to consumers becoming more aware of its 
health benefits.  HGCA’s Rapeseed Oil Benefits campaign 
aims to raise consumer awareness of the benefits of this 
cooking oil as part of a healthy diet - click here to read more. 

Concluding comments 
Vegetable oil consumption depends, to a large extent, on the 
incomes of consumers and relative prices. The growth in 
edible oil demand is driven by developing economies. In 
developed economies, patterns are evolving regarding which 
type of oil is consumed the most, as consumers become 
more aware of the associated health benefits.  In the UK, 
there is the potential for cold-pressed rapeseed oil to 
overtake volume sales of olive oil if its advantages are 
highlighted as discussed above. Olive oil tends to appeal to 
the more affluent consumer, but as the price of premium 
cold pressed rapeseed oil is still cheaper than that of olive oil, 
the possibility to capture a larger market share is available.  

The Renewable Energy Directive (RED) in the EU allows 
waste cooking oil to count as a double-counted feedstock 
for biodiesel production, meaning that 1 tonne of 
feedstock counts towards two tonnes of biodiesel, 
effectively halving the amount of biodiesel that is required 
to satisfy the mandate. The extra demand and added value 
of waste oils may encourage restaurants and fast food 
establishments to change their cooking oil more often, and 
thus lead to higher consumption.    

Consumption Patterns in Developing Countries 
In China, soyabean oil is the most popular oil, with food 
use consumption currently estimated at 11.1Mt, almost 
double the amount consumed by the USA. This is 
unsurprising as China is the world’s largest soya oil 
producer contributing to 28% of global output.  Even then, 
this is not sufficient to satisfy domestic demand, as China is 
also the leading importer of soyabean oil. Cultural 
preference is a factor behind China’s appetite for soya oil. 

The main driver behind India’s food oil consumption is 
price, with the cheapest vegetable oil, palm oil the most 
widely consumed oil (Figure 4). The narrowing spread of 
palm oil and soyabean oil prices saw soya oil imports in 
India increase in July, whilst palm oil imports decreased 
(see Prospects Vol 16 Issue 5, for more). 

Figure 4   Food Oil Consumption in India 

 

 

 

 

 

 
 

UK Edible Oils Market  
In the UK, the generically termed “vegetable oil” is the 
leading food oil in terms of total sales, as illustrated in 
Figure 5. Sunflower oil is the most popular oil by type in the 
UK, and its sales (volume terms) have grown by almost 
23% between May 2012 and May 2013.  

Figure 5   Edible Oil Sales in the UK 
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Â  Vegetable oil demand for food use has high income 
elasticity 

Â  Food oil consumption in developed countries is 
saturated,  although consumption patterns continue 
to evolve 

Â  Health issues are becoming a key factor amongst 
consumers, but price remains a  key influence 

Key Points 
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