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ANNUAL REVIEW AND OUTLOOK 2020
Overall Sector: Summary Review of 2019
Output Value

Input Spend

Support Payments

Income

Down

Down

Up

Up

 In 2019 Irish cereal yields for major crops were up
on 2018 yields, with the increase varying by crop.
Cereal prices at harvest in Ireland were down
considerably on the 2018 level, due to a higher
domestic, European and international harvest.
 Cereal direct costs increased slightly in 2019, due
mainly to an increase in fertiliser and seed
expenditure. As a consequence of the good
harvest, cereal and straw prices were lower,
leading to decrease in cereal margins in 2019.
 With African Swine Fever affecting global
supplies, Irish pig producers experienced a large
increase pig prices of 20 percent in 2019.
 An increase in pig feed prices led to a small
increase in pig production costs. In combination,
the sharp rise in pig prices and rise in feed costs
led to an increase in the margin over feed from
pig production to 58 cent per pig, an increase of
76 percent on the 2018 level.
Figure E1: Monthly Price Index of Fertiliser in
Ireland from 2014 to 2019
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Figure E2: Change in Output Prices 2019 vs 2018
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 Weather conditions in 2019 were favourable
through much of the year, but difficult weather
at the backend led to early housing of animals
and disrupted harvest and planting activity.
 Total production costs for grassland activities
decreased in 2019 due to a return to normal
levels of feed use. However, fertiliser and feed
prices were higher than in 2018.
 Milk producers experienced a 4 percent drop in
output prices in 2019, with VAT inclusive prices
averaging at 34 cent per litre (actual fat and
protein. Irish milk production is estimated to
have expanded by a further 6 percent in 2019.
 In 2019 lower milk prices, were more than offset
by lower milk production costs, resulting in an
increase in average dairy net margin of 16
percent to an estimated 11.1 cent per litre.
 Prices for finished cattle declined by
approximately 6 percent in 2019. Weanling prices
decreased by 6 percent in 2019, while prices of
store cattle decreased by 4 percent relative to
the 2018 level.
 A dispute between farmers and the Irish meat
processing industry led to a reduction in the
volume of cattle slaughtered in 2019.
 The gross margins on the cattle rearing
enterprise and cattle finishing enterprises
increased by 8 percent and 9 percent respectively
in 2019. In the absence of the BEAM and BEEP
schemes, the gross margins on the cattle rearing
enterprise and cattle finishing enterprise would
have declined by 11 and 13 percent respectively
in 2019.
 Despite the lower costs of production and the
receipt of payments from the Sheep Welfare
Scheme, lower marketed output values in 2019
are estimates to have resulted in lower margins
on the average mid-season lowland lamb
enterprise
 The gross margin earned in 2019 is estimated to
have declined by over 6 percent
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The outlook for 2020 for the Irish agricultural
sector as a whole is conditioned by the
assumption that normal weather returns.
Feed prices are forecast to decline by about 5
percent in 2020 for the year as a whole.
Fertiliser prices are forecast to decline by about
7 percent in 2020, with no change in fertiliser
volume assumed.
Fuel prices are forecast to be unchanged in
2020, with a slight decline in crude oil prices
and fuel prices is likely to be cancelled out by
carbon tax increases.
In 2020 average Irish milk prices are likely to
remain similar to the 2019 average. Feed and
fertiliser prices are forecast to fall and dairy
production costs should therefore fall in 2020.
Prices of finished cattle are forecast to increase
by 4 percent in 2020. Prices of weanlings and
stores are forecast to increase by 2 percent in
2020, but remain well below the levels
observed in 2016 and 2017.
Gross margins on the cattle rearing enterprise
and cattle finishing enterprise are forecast to
increase by 2 percent and decrease by 1
percent respectively in 2020.
In 2020, with lower input expenditure,
increased output volume and the relatively
stable outlook for lamb prices, margins on
sheep farms are forecast to increase from the
level estimated for 2019
Sheep margins earned in 2020 will continue to
be boosted by the receipt of the coupled sheep
welfare payment
EU winter planted area figures for the 2020
harvest are forecast to be down on 2019
harvest levels, due to weather conditions in the
western parts of the EU. Irish cereal prices at
harvest in 2020 will be highly dependent on
growing conditions globally.
On the assumption that EU and global yields are
normal, supply and stock levels in 2020 are
forecast to decline slightly relative to the 2019

level. Irish cereal prices are forecast to increase
slightly relative to harvest 2019.
Overall costs on cereal farms look set to decline
slightly. With a normal yield forecast and an
increase in prices, margins for most crops in
2020 will increase on the 2019 levels.
Pig prices are forecast to rise by 28 percent in
2020 to 215 cent per kg dwt. With pig feed
prices likely to be up marginally, margin over
feed is forecast to improve to 103 cent per kg,
up 56 percent on the 2019 level.





Figure E3: Dairy and Beef Feed Use 2013 – 2020
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Figure E4: Forecast Change in Output Prices 2020
vs 2019
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Dairy: Review of 2019
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Input Spend

Income
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Figure E5: Irish Dairy Cow feed use 2013 to 2019
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Figure E6: Average Total Milk Production Costs
(cent per litre) in Ireland: 2013 to 2019
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Source: Teagasc National Farm Survey and Authors’ Estimate.

Figure E7: Monthly European Dairy Product Prices
Jan 2015-to Sept 2019
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 The annual average national milk price for 2019
is estimated to have decreased by 4 percent to an
average of 33.6 cent per litre (CSO actual fat and
protein).
 It is estimated that aggregate Irish milk
production increased by 6 percent in 2019.
 Dairy cow numbers are estimated to have
increased by 1.6 percent to 1.5m in June of 2019.
 On a per cow basis, dairy feed usage is estimated
to have decreased by 19 percent in 2019 to about
1,098 kg.
 Lower concentrate feed usage, combined with
higher feed prices, increased cow numbers and
higher milk production, resulted in an 18 percent
decrease in dairy concentrate feed expenditure
in 2019 on a per hectare basis, and a 20 percent
decrease on a per litre basis.
 Fertiliser use decreased in 2019, in comparison
with 2018 with the return of normal production
conditions and less pressure to produce grass
and silage than in 2018. This is estimated to have
resulted in a substantial decrease in pasture and
forage costs on both a per hectare and per litre
basis.
 Total milk production costs are estimated to have
decreased in 2019 on a per hectare basis by 6
percent, with an 11 percent decrease recorded
on a per litre basis (to 23.8 cent per litre). This
was composed of a substantial fall in direct costs
and a slight reduction in overhead costs for the
average dairy enterprise.
 The fall in production costs, a weaker milk price
and an increase in milk production, resulted in an
estimated net margin per litre of 11.1 cent per
litre in 2019. This reflects an increase of 16
percent year-on-year.
 With an estimated 5 percent increase in milk
production per hectare, it is estimated that the
net margin per hectare increased 19 percent to a
national average of €1,353 in 2019.

Jan-17

Jan-19
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Output Value

Input Spend

Income

Up

Down

Up

Figure E8: Irish Dairy Cow feed use: 2014 to 2020
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Figure E9: Average Total Milk Production Costs
(cent per litre) in Ireland: 2014 to 2020
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2019 and Authors’ Forecast for 2020.

Figure E10: Dairy Gross Output and Net Margin
2015-2020
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 Global dairy production growth is set to remain
muted in 2020, but consumption growth is also
expected to be slow. Butter prices are forecast
to weaken slightly, while protein prices should
continue to recover.
 It is forecast that the annual average milk price
will be unchanged in 2020 relative to the average
2019 level. This would represent an annual
average milk price of around 34 cent per litre
(CSO actual fat and protein).
 Assuming normal weather conditions in 2020,
feed use per head on dairy farms is expected to
remain unchanged. Feed prices are expected to
fall by 5 percent resulting in a similar reduction in
feed expenditure on dairy farms.
 Expenditure on fertiliser will decrease in 2020,
with fertiliser prices expected to fall by 7 percent.
No change in fertiliser sales volume is
anticipated.
 While oil prices are expected to fall slightly, fuel
prices are forecast to remain unchanged in 2020
due to an increase in the carbon tax.
 Further growth in Irish milk production is forecast
in 2020. Following the estimated 6 percent
increase in production in 2019, further growth of
5 percent is forecast in 2020.
 In 2020, total costs per hectare are forecast to
remain unchanged. However, with a forecast
increase in milk production of 5 percent, total
costs on a per litre basis in 2020 are forecast to
fall by approximately 4 percent.
 On a per litre basis, net margins are forecast to
increase by 8 percent in 2020 relative to the 2019
level, to an average of 12 cent per litre.
 Dairy farmers expanding production are assumed
to benefit from some economies of scale. Based
on a milk production volume increase of 5
percent, and an unchanged milk price, the
forecast average net margin per hectare in 2020
is €1,514, an increase of 12 percent on the
estimated 2019 level.
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Source: Teagasc National Farm Survey, Authors’ Estimates for
2019 and Authors’ Forecast for 2020
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ANNUAL REVIEW AND OUTLOOK 2020
Cattle: Review of 2019
Input Spend

Income

Down

Up

 In 2019, prices for most categories of finished
cattle decreased by 6 percent relative to 2018,
with young bull prices declining by 9 percent.
 Lower volumes of finished cattle in 2019 have
contributed further to lower market output value
on Cattle Finishing enterprises.
 The introduction of the BEAM scheme has played
a major role in offsetting the negative impact of
lower prices on Gross Output.
 Lower prices for younger cattle in 2019 have led
to a reduction in market output value on Single
Suckling enterprises.
 The introduction of the BEEP and BEAM schemes
has contributed positively to Gross Output on
Single Suckling farms.
 Large decreases in feed usage have contributed
towards significantly lower feed expenditures on
both Single Suckling and Cattle Finishing
enterprises.
 In 2019, the average gross margin per hectare
earned on Single Suckling enterprises is
estimated to have increased to €413 per hectare.

 In 2019, the average gross margin per hectare

Figure E12: Costs of Production Single Suckling (SS)
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Figure E13: Cost of Production Cattle Finishing (CF)
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earned on Cattle Finishing enterprises is
estimated to be €459 per hectare in 2019, 9
percent up on the 2018 level.
Figure E11: Finished Cattle and Young Cattle Prices
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Cattle: Outlook for 2020
Output Value

Input Spend

Income

Up

Down

Marginal Change

Figure E15: Irish Beef Export by Volume in 2019
IT
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 Global beef markets are forecast to strengthen,
with EU exports expected to rise in 2020.
 The UK remains Ireland’s most important beef
market.

 Fertiliser prices are forecast to decrease
significantly.
 Direct costs of production on Single Suckling
enterprises are forecast to decrease by
approximately 3 percent.
 Direct costs of production on Cattle Finishing
enterprises are forecast to decrease by
approximately 4 percent.
 In 2020, the average gross margin per hectare on
Single Sucking enterprises is forecast to increase
by just 1 percent to €416 per hectare.
 In 2020, the average gross margin per hectare on
Cattle Finishing enterprises is forecast to be 2
percent lower at €450 per hectare.

Other EU
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Source: Eurostat COMEXT (year through August)

Figure E16: Cattle prices with forecast for 2020
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 Input expenditures on a per hectare basis in 2020
are forecast to decrease on the 2019 levels
primarily due to lower feed prices.
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Figure E17: Single Suckling (SS) and Cattle Finishing
(CF) Output and Gross Margin per ha
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 Young cattle prices are forecast to also increase,
with prices 2 percent higher than in 2019.
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 In 2020, the United Kingdom effectively remains
within the single market and the pound sterlingeuro exchange rate remains at the midNovember 2019 level.
 The forecast for Irish finished cattle prices is a 4
percent increase in 2020 relative to the 2019
level.
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 EU supplies of beef are forecast to decline in
2020.
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Sheep: Review of 2019
Output Value

Input Spend

Income

Down

Down

Down

 In the absence of the coupled payment received
from the Sheep Welfare Scheme, margins in 2019
would have decreased by 14 percent relative to
2018. In 2018 the average gross margin on midseason lowland enterprises are estimated to be
€693 per hectare.

Figure E18: Irish Sheep price 2003-2018, with
estimate for 2019
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Figure E19: Average Sheep production costs 2016 -2018 and estimate for 2019
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Figure E20: Average Sheep output 2016-2018 &
margin estimate for 2019
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 For EU sheep meat exports, huge declines in
exports to Hong Kong is somewhat compensated
by increased exports to other destinations so that
EU exports for 2019 as a whole are expected to
stay relatively stable
 With EU production remaining relatively stable,
the expectation is that EU consumption for 2019
as a whole will decline circa 3 percent owing to
lower supply in the EU market
 Prices on the European lamb market in 2019
were lower than in 2018,
 It is expected that the average lamb price in
Ireland for 2019 year as a whole will remain lower
than in 2018. The year on year price change is
estimated at 5.6 percent.
 Total direct costs of production for Irish midseason lowland lamb enterprises are estimated
to have decreased by just under 11 percent in
2018.
 Overhead costs of production are estimated to
have decreased marginally, by 0.5 percent.
 Gross margins per hectare for Irish mid-season
lowland lamb producers are estimated to have
declined in 2019 by 6 percent. Despite the lower
costs of production, lower marketed output
values in 2019 are estimated to have resulted in
lower margins
 The receipt of Sheep Welfare Scheme direct
payments boosted margins in 2019.
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Sheep: Outlook for 2020
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Input Spend

Income
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Figure E21: Irish Sheep Meat Exports in 2019
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Figure E22: Sheep price forecast for 2020
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Figure E23: Sheep production costs forecast 2019

€ per ha

 The outlook for Irish and EU lamb prices for 2019
is stable, with global sheep meat prices projected
to remain high
 Global production of sheep meat is expected to
increase but at a slower rate when compared to
last decade.
 OECD-FAO Outlook expects real prices for sheep
meat to decline in the coming two years to their
2017 levels
 Sheep feed expenditure is forecast to decrease.
With concentrate prices forecast to decrease, the
volume of feed use is forecast to remain
relatively stable
 Fertiliser prices are forecast to decrease relative
to 2019. With a slight decrease in fertiliser usage,
pasture and forage costs are expected to
decrease in 2020
 With lower costs of production in 2019 and
increased output value, gross margins for midseason lowland lamb enterprises in 2020 are
expected to increase by circa 7 percent.
 The coupled Sheep Welfare Scheme payment in
2020 will continue to support margins from midseason lowland lamb production.
 In 2020 the average gross margin per hectare
earned by Irish mid-season lowland lamb
enterprises is forecast to increase to €636 per
hectare.
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Figure E24: Average Sheep output & margins with
forecast for 2020
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ANNUAL REVIEW AND OUTLOOK 2020
Cereals: Review of 2019
Output Value

Input Spend

Net Margin per ha

Down

Up

Down

 Direct costs of production on Irish cereal farms
increased slightly in 2019 compared to 2018. The
largest increases were for seed and fertiliser at 12
and 8 percent respectively.
 On average direct costs of production increased
by 4 percent in 2019. Overall, overhead costs
remained relatively static in 2019.
 The net effect of the change in output value and
input costs was a decrease in the average gross
margin for most cereal crops in 2019. The gross
margin per hectare for spring barley, winter
barley and winter wheat were down €150, €750
and €550 respectively.
 There remains a wide variation in terms of the
economic performance of individual cereal farms
nationally. It is estimated that the average cereal
enterprise on specialist tillage farms will return a
slight positive market based net margin in 2019.
 But behind this average figure is a range, with the
bottom one- third of farms earning a negative
market based net margin of more than -€300,
while the top one-third of farms earned over
€350 per hectare.
 Overall, there was a €250 per hectare decrease in
the average market based net margin in 2019,

xii
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Figure E25: Gross Margin for Main Cereal Crops
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 However, there was an increase in yields of the
main cereal crops in Ireland in 2019. Irish spring
barley yields increased by over 30 percent on a
per hectare basis, while winter wheat yields
increased by 9 percent per hectare, compared to
2018.

relative to 2018. This can be attributed to
significant decreases in cereal prices and straw
returns and an increase in direct costs, which
were large enough to negate the impact of yield
increases.
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Source: Teagasc, National Farm Survey Data & Author’s estimate
for 2019.

Figure E26: Cereal Enterprise Net Margin on
Specialist Tillage Farms
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 An increase in international wheat and barley
production across the key growing regions of the
world, and a consequent increase in ending
stocks in the EU, led to a decrease in cereal prices
at harvest 2019, with on account Irish harvest
prices decreasing by between 20 and 30 percent.
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Source: Teagasc, National Farm Survey Data & Author’s
estimates for 2019.
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Cereals: Outlook for 2020
Output Value

Input Spend

Net Margin per ha
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Down

Up

 A return to trend yields in Ireland in 2020 would
mean a slight yield increase for some cereal crops
and a slight decrease for other crops compared
to yields in 2019.
 Direct costs of production on cereal farms are
expected to decrease slightly in 2020, with key
inputs such as fertiliser and seed expected to
decrease slightly.
 Little movement in overhead costs is expected in
2020, given that no change in fuel price is
expected, which is a key driver of many overhead
cost items in cereal production.
 The net effect of the forecast changes in output
value and input expenditure mean that 2020
gross margins for most cereals are forecast to
increase over 2019 levels.
 The average gross margin for spring barley is
forecast to increase by approximately €50 per
hectare. The average winter wheat and winter
barley gross margins are forecast to increase by
about €150 per hectare in 2020.

 It is forecast that approximately 40 percent of
specialist tillage farmers will return a negative
market based net margin in 2020.
Figure E27: Gross Margin for Main Cereal Crops
(2019 estimate & 2020 forecast)
1,600
1,400

€ per hectare

 Current (November 2019) futures markets
indicate that 2020 harvest prices will be slightly
higher than those that prevailed at harvest 2019,
by about 5 percent. This upward movement in
prices can be explained by the expected
reversion to trend yields in 2020 and a forecast
for a slightly lower ending stock position coming
out of 2020 compared to 2019.

 The cereal enterprise market based net margin
on specialist tillage farms in 2020 is forecast to
increase on the 2019 level. It is forecast that the
average specialist tillage farm will return a
market based net margin of approximately €110
per hectare in 2020.
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Source: Teagasc, National Farm Survey Data & Author’s estimate
for 2019 & forecast for 2020.

Figure E28: Cereal Enterprise Net Margin on
Specialist Tillage Farms, 2020 forecast
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 World grain production increased in 2019. In
terms of market supply and demand, there is a
lot of uncertainty at present, as stocks to use
ratios are variable across wheat, barley and
maize. However the ending stocks to use ratio for
barley in 2019/20 is considerably higher than in
recent years, and wheat and maize also continue
to be elevated.
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Source: Teagasc, National Farm Survey Data & Author’s estimate
for 2019 & forecast for 2020.
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ANNUAL REVIEW AND OUTLOOK 2020
Pigs: Review of 2019
Output Value

Input Spend

Income

UP

Up

Up

The annual average feed cost in 2019 is
estimated to be 110 cent per kg dwt. That is 3
percent higher than 2018 and 3 percent higher
than the 5 year average of 107 cent per kg dwt.













At 168 cent per kg, the 2019 Irish pig price was
significantly higher than the 140 cent per kg
average for 2018. This was primarily due to an
African Swine Fever outbreak in China, resulting
in a higher volume of Irish exports.
The estimated 2019 average pig price of 168
cent per kg is significantly above the five year
average (2015-2019) of 154 cent per kg.
The 2019 ‘Margin Over Feed’ (MOF) per kg is
estimated to be 58 cent. During 2019 the
monthly MOF increased from a 20 year low (28
cent per kg) to a 20 year high (81 cent per kg).
For comparison, the five and ten year average
for MOF are 46 cent per kg and 45 cent per kg
respectively.
The volume of Irish pigs slaughtered decreased
marginally to 3.7m in 2019, which was a
reduction of 0.1m pigs on the 2018 level. In
2019, of the 3.7m pigs of Irish origin that were
slaughtered, 0.45m were slaughtered in
Northern Ireland.
In 2019, pig slaughter volumes in the principal
European pig producing countries decreased by
2 percent when compared to 2018. The
countries with the largest decreases were
Denmark (10 percent) and Germany (4 percent).
The average Irish slaughter weight continued to
trend upward in 2019, with an average sale
weight of 113 kg. This is an increase of 10 kg
since 2010.
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Figure E29: Irish Compound Pig Feed Price 2010 to
2019 cent per kg dwt.
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Figure E30: Monthly Irish Pig Prices 2018 – 2019
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Source: Teagasc Pig Development Department, estimate for 2019

Figure E31: Margin Over Feed: Historical
Comparison with 2019 cent per kg dwt
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The prices of the main pig feed ingredients
decreased in Q3 and Q4 in 2019
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Pigs: Outlook for 2020
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Figure E32: Historical Compound Pig Feed Price
and forecast for 2020
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Figure E33: Historical Irish Pig Prices and forecast
for 2020 (cent per kg dwt)
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 The November 2019 composite feed price of
€301 per tonne will hold into Q2 of 2020.
 In Q3 2020, forecast lower harvest yields in the
UK, France and Australia may marginally increase
pig ingredient cereal prices by 3 to 5 percent
compared with 2019.
 Forecasts for the 2020 South American (SA)
soyabean harvest suggest it will increase relative
to 2019. Brazil is forecast to produce a harvest of
121 mt in 2020, which would be a record.
 An increased SA harvest, allied to a 220 million
head fall in China’s pig herd would indicates a fall
in soybean prices in 2020 is probable. This
soybean price reduction is conservatively
forecast at 5 percent.
 The outlook for 2020 is for the annualised
composite pig feed price to marginally increase
by 1 to 3 percent when compared to 2019.
 In 2020 the EU sow herd size is likely to remain
static in the main pig producing countries, with
the exception of Spain. The Spanish herd is
expected to increase by 3 to 4 percent
 In 2020, the size of the Irish sow herd is expected
to remain unchanged, but the volume of Irish pigs
being slaughtered is expected to increase by 3
percent to 3.82 million.
 The average Irish pig sale weight is expected to
increase by 2 percent in 2020 to 115kg.
 The level of China’s imports of pigmeat from the
EU will have an important influence on the Irish
pig price. It is expected that China’s import level
will further increase in 2020. The extent of the
increase will depend on whether the China/US
trade war continues into 2020. Increased export
competition on the Chinese market is expected
from Brazil and Canada.
 African Swine Fever will continue to feature in
2020. China will struggle to limit new outbreaks
of the disease and therefore restocking of herds
with clean stock will continue to be problematic.
 In 2020, the Irish pig price is forecast to break the
200 cent per kg mark.
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Forestry Sector: Review of 2019
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Figure E34: Annual planting 2013 to 2018, with
projection for 2019
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Figure E35: Top destination countries for forestry
exports 2018
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Figure E36: Private Sector Roundwood Harvest
2014 to 2018 (000 m3)
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 Annual afforestation figures will approach 2018
levels, with 3,300 ha planted by early November,
2019. Indications are that the end of year figure
will be between 3,800 and 4,000 ha, which is
significantly below 2019 target levels (8,115 ha).
 Broadleaf planting accounted for 27 percent of
the area planted in 2018, with significant interest
in native woodlands.
 In 2018, a total of 3.69 million m3 of timber was
harvested in Ireland, an increase of 4.0 percent
on 2017 levels.
 The Irish timber sector remains very dependent
on the export market, worth €450 million in
2018, a 6.8 percent increase over the 2017 value.
Wood based panels accounted for €243 million,
the balance comprising sawn timber exports as
well as pulp and paper-board products. Key
export markets include the UK (accounting for 84
percent of exports) and the Benelux countries.
 There was an upsurge in timber exports to the UK
from central European counties (due to bark
beetle attack and other factors) during 2019. This
has resulted in additional supply competition and
a downward pressure on timber prices
throughout Europe, including the UK.
 A total of 65 km of forest roads have been
completed and funded to date in 2019.
 The level of Irish house completions for 2019 is
estimated to reach over 21,000 units.
 Ireland’s forests have removed an average of 3.8
million tonnes of carbon dioxide (CO2)
equivalents per year from the atmosphere over
the period 2007 to 2016.
 In 2018, 40 percent of the wood fibre used in
Ireland was used for energy generation, mainly
within the forest products sector.
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Forestry Sector: Outlook for 2020











Timber prices

Up

Challenging market
environment

Depends on Brexit

The Government budget allocation for the
Forestry Programme in 2020 is €103 million.
This allocation reflects funding to establish
8,000 ha of new forests in 2020, an ambitious
target set out in the Climate Action Plan.
A range of actions and a fully co-ordinated
approach is required to help ensure an upward
trend in planting levels.
The export-oriented sawmilling sector will
continue to compete in a very challenging
market environment, with EU/UK-related
developments likely to have significant impacts
in 2020. Challenges will include a continued
upsurge in central European timber supply to
the UK, Brexit-related issues and the state of
the UK economy.
Other developments, including the Sustainable
Scheme for Renewable Heat (SSRH), Combined
Heat and Power (CHP) supports and fossil fuel
prices are likely to impact on demand for wood
based biomass for energy provision.
Forecasts indicate that the net realisable
volume (NRV) from private sector in Ireland will
increase from 1.08 million m3 in 2019 to 1.35
million m3 in 2020. Private sector volume
production is predicted to increase steadily,
reaching 1.24 million m3 in 2020 and 2.86
million m3 by 2025.
Continued sustainable management of forests,
including timely thinning operations as
appropriate, will help optimise forest
productivity whilst also facilitating ongoing
mobilisation of the timber resource.
A continued focus on the expansion of forest
certification in the private forest sector is
required in preparation for future timber
market requirements.

Figure E37: Annual planting 2013 to 2018, with
2019 forecast (f) & 2020 target (t)
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Figure E38: Forecast of Total Net Realisable
Volume Production to 2035 (000m3)
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Review of Dairy Farming in 2019 and Outlook for 2020
Emma Dillon and Trevor Donnellan
Agricultural Economics and Farm Surveys Department, Teagasc

This paper looks back on dairy farm performance in
2018, reviews the outcomes for 2019 and looks
ahead to the prospects for 2020. Data from the
Teagasc NFS are used in our review of 2018. The milk
price and key input cost estimates for 2019 are used
to produce an overall estimate of Dairy enterprise
margins for 2019. Finally, in the concluding sections
of the paper, the forecast for milk price, production
costs and dairy farm margins in 2020 are presented.
2018 was a very difficult year on Irish farms with
storm and snow conditions early in the year followed
by a prolonged drought over the summer months.
Although particular weather impacts were not
uniformly felt across the country, conditions were
generally challenging, with grass growth well below
normal, resulting in a widespread fodder shortage.
Consequently, there was a dramatic increase in
production costs (up 17 percent on average),
particularly on dairy farms where purchased
concentrate costs increased by 43 percent on
average to €42,289, with feed volume reaching an
average of 1,353kg per cow. The increased use of
concentrate feed on farms in 2018 was context
specific and related to particular characteristics of
the farm such as region, stocking rate and
accumulated fodder stocks. Expenditure on bulky
feed also increased on dairy farms in 2018, up 84
percent to €5,938 on average.
Despite a year-on-year milk price decline of 4
percent, a production recovery later in the year and
lower than anticipated global supply growth helped
insulate from a more dramatic decline in dairy farm
income in 2018. As a result, the average Family Farm
Income (FFI) recorded through the Teagasc National
Farm Survey (NFS) was €61,446. This reflected a 31
percent decline year-on-year, following a record
income year in 2017.

2. Review of the Economic Performance
of Dairy Farms in 2018
Results from the Teagasc NFS 2018 for dairy farms
are summarised here. Figure 1 presents the average
FFI on Specialist Dairy farms over the years 2012 to
2018. Average FFI on Irish Dairy farms fell from 2014
3
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to 2016 due to the depressed milk price, despite
increased milk production post-quota abolition. A
dramatic recovery was evident in 2017, due to a
strong milk price and the increase in milk production.
However, difficult production conditions, elevated
costs and a reduced milk price, together resulted in
a substantial decline in average dairy FFI in 2018.
Figure 1: Average Income on Irish Specialist Dairy
Farms 2012 to 2018
100,000
80,000

Euro

1. Introduction

60,000
40,000
20,000
0
2012

2014

2016

2018

Source: Teagasc National Farm Survey (various years).

To further explore the economic performance of
dairy farms in 2018, we next look at how margins
have changed over the course of the past few years.
Table A1 (see appendix) presents the average gross
output, gross margin and net margin per litre of milk
produced in 2017 and 2018. Farms producing mainly
liquid milk are excluded from the sample, as are
herds of 10 cows or less.
The gross output measure includes the value of milk
and calf sales minus replacement costs. The data
indicates that gross output per litre declined by 4.5
percent in 2018 relative to 2017, due to the reduced
milk price year-on-year. Prices and usage volumes of
key inputs such as feed and fertiliser increased in
2018, leading to a general rise in production costs.
On average, total direct costs (per litre) increased by
23 percent year-on-year with an equivalent rise in
fixed costs of 9 percent year-on-year. The average
dairy gross margin in 2018 declined to 20.6 cent per
litre. Overall, there was a 37 percent reduction in
average net margin in 2018, to 9.6 cent per litre,
from the elevated 2017 level.
Table A2 (in the appendix) presents gross output,
total costs and net margin per hectare of forage area
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allocated to the Dairy enterprise for 2017 and 2018.
Despite very difficult production conditions over the
first half of 2018, milk production per hectare
increased marginally for the year as a whole, due to
strong late season production. Despite this, net
margin, on a per hectare basis, fell by 35 percent for
the average Dairy enterprise in 2018, due mainly to
substantially higher production costs, primarily
associated with increased feed use.
The cost and margin data in Table A3 (in the
appendix) allow us to examine the variability in
economic performance across dairy farms in 2018.
Farms are classified on the basis of gross margin per
hectare: the best performing one-third of farms
(Top), the middle one-third (Middle) and the least
best performing one-third (Bottom). On a per litre
basis, production costs for the Bottom group (29.4
cent) are 19 percent higher than for the Top group
(24.6 cent). The net margin for the Bottom group
(5.9 cent) is less than half that of the Top group (13
cent). This reflects a widening in the profitability
differential between the Top and Bottom groups in
2018 relative to 2017, when the Bottom group were
achieving a net margin of two-thirds that of the Top
group.
Figure 2 indicates that total milk production costs
increased by 17 percent on average in 2018 to 26.8
cent per litre. Alongside elevated feed expenditure,
average spending on inputs such as fertiliser,
electricity and fuel and contracting all increased. The
general rise in costs from 2016 to 2018 is evident.
Figure 2: Total Milk Production Costs (cent per
litre) in Ireland: 2012 to 2018

cent per litre

30
20
10
0
2012

2014

Concentrate Feeds
Other Direct Costs
Labour

2016

2018

Pasture and Forage
Energy & Fuel
Other Fixed Costs

Source: Teagasc National Farm Survey Data.

3. Review of 2019 Estimated
Performance
This section of the paper presents a review of Irish
dairying in 2019. Actual Teagasc NFS results for 2019

will not be available until the middle of 2020.
Therefore, it is necessary to estimate the price and
volume of inputs and outputs in 2019, in order to
estimate the outcome for margins. The following
section of the paper first discusses cost estimates for
2019, looking at both input prices and input usage
volumes. An assessment based on the average farm
nationally is then given. Finally, the development of
dairy product markets in 2019, in terms of both price
and volume changes, is discussed.

3.1

Estimated Input Usage and Price
2019

It is not yet possible to offer a comprehensive
assessment of the precise changes in production
costs at the farm level in 2019. In this analysis of
likely changes, it is assumed that the average dairy
farm increased its milk production by 6 percent in
2019.

3.1.1 Feedstuff – usage and price 2019
Purchased feed (concentrates) is an important
element of dairy production costs in Ireland, typically
accounting for about 20 percent of total production
costs, although this varies by farm and by year.
Although official aggregate feed sales data for the
full year are not yet available, as expected,
provisional data illustrate that dairy feed sales
declined from elevated 2018 levels which were
driven by exceptional weather events. That said,
indications are that feed expenditure in 2019 was
still above 2017 levels. Although weather conditions
in 2019 have been much more favourable than in
2018, the situation in some areas later in the year has
proved challenging with higher than average rainfall,
requiring that animals were housed earlier than
normal.
Department of Agriculture, Food and the Marine
(DAFM) feed sales data for dairy farms for Q1 2019
show a reduction of just 6 percent compared to the
same period in 2018, suggesting that there was a
residual effect of last year’s adverse weather which
spilled over into 2019. Data for Q2 and Q3 show a
reversion to normal feed levels. The Irish dairy cow
population is estimated to have increased by 1.6
percent in 2019, with the June figure surpassing the
1.5m mark for the first time (CSO). The average milk
yield per cow is estimated to have increased by
approximately 4 percent in 2019 relative to 2018.
Figure 3 shows the average volume of compound
feed use per cow, including an estimate for 2019.
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3.1.2 Fertiliser – usage and price
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Note: e = estimate.

These data are derived from DAFM figures on feed
sales to the end of Q3 and estimates for Q4 2019 by
the authors, along with Central Statistics Office (CSO)
data on animal numbers. For the average dairy farm,
expanding milk production by 6 percent in 2019,
feed use per cow, is estimated at approximately
1,098kg, a 19 percent reduction in volume terms
relative to 2018.
Despite some weather concerns globally, the
estimates for production, demand and ending stocks
for the 2019 cereal harvest are creating downward
pressure on prices. However, as 2018 cereal prices
were generally high (due to reduced yields and
planting) a lag is evident in the transmission of lower
cereal prices into the feed market. For the year as a
whole, feed prices in 2019 are up marginally on 2018.
Figure 4 shows an index of monthly Irish cattle feed
prices from 2015 to 2019. The annual average feed
price for 2019 is estimated to be €290 per tonne,
representing a 4 percent increase on the 2018 level.
Figure 4: Monthly Price Index of Cattle Meal in
Ireland 2015 to 2019
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Source: Central Statistics Office (Various Years).

On a per litre basis, the expenditure on feed is
estimated to have declined by 20 percent in 2019
5

compared to above average 2018 levels. Feed costs,
measured on a per hectare basis, are estimated to
have fallen by 18 percent on the average farm
producing 6 percent more milk in 2019.
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Pasture and forage costs typically comprise about 20
percent of total production costs on Dairy farms.
Fertiliser purchases comprise about half of the
pasture and forage cost element, with contractor
costs accounting for most of the remainder. Figure
5 charts the Irish monthly index of farm level
fertiliser prices from 2015 through to 2019.
Figure 5: Monthly Price Index of Fertiliser in
Ireland for 2015 to 2019
110
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Figure 3: Compound Feed Purchases per Dairy
Cow in Ireland: National Average for
2011 to 2019
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Source: Central Statistics Office (Various Years).

Energy prices increased substantially during the
course of 2018 after a couple of years at relatively
low levels. As a result, fertiliser prices increased
steadily, particularly during H2 2018. Early 2019
fertiliser prices were quite high, but moderated as
the year progressed. Nevertheless, a 6 percent
increase in fertiliser prices in 2019 is estimated
relative to 2018.
In 2019, there was lower fertiliser usage on dairy
farms on average compared with 2018. DAFM sales
figures for 2019, as reported in Figure 6, indicate a
10 percent decrease in nitrogen (N) and an 8 percent
reduction in both phosphorus (P) and potassium (K)
sales volume relative to 2018.
Overall, taking account of the reduction in the level
of fertiliser sales and the 6 percent increase in price,
fertiliser expenditure per hectare on the average
dairy farm in 2018 is estimated to have decreased by
5 percent compared to 2018.

ANNUAL REVIEW AND OUTLOOK 2020
Figure 6: Irish Fertiliser Sales by Compounders
2011 to 2019 (Oct-Sept)
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Crude oil prices are presented in Figure 7. The
average annual price for 2019 will be a little over US
$63.5 pb, which represents a decrease of 11 percent
on the average oil price in 2018 (US $71 pb).
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3.1.3 Contractor Costs - usage and
price 2019
Contractor costs comprise the remaining 50 percent
of the pasture and forage cost element. While no
official figures are available, it is assumed that there
has been no change in contractor prices in 2019, but
the volume of silage made will not have been as high
in 2019 as in 2018.

3.1.4 Pasture and Forage – usage
and price 2019
Fertiliser expenditure declined in 2019 relative to
2018, with expenditure on contracting also
estimated to have declined due to a reduced need to
accumulate fodder stocks. Therefore, expenditure
on pasture and forage has declined by 13 percent on
a per hectare basis and 17 percent on a per litre basis
on farms where milk production has increased by the
national average of 6 percent.

3.1.5 Electricity and Fuel – usage
and price 2019
Energy (electricity and fuel) is a less important input
than feed and fertiliser, comprising less than 10
percent of total costs on dairy farms. Electricity
typically comprises about 30 percent of the total
expenditure on energy on dairy farms, with motor
fuel accounting for the remaining 70 percent.
Crude Oil and Motor Fuel Prices:
For the year as a whole the global oil market has not
seen dramatic price movements in 2019, but oil
prices have fluctuated considerably over the course
of the year. Brent crude oil prices began the year just
below US$60 per barrel (pb) and rose sharply to a
monthly average of over US$70 in April and May,
before sliding sharply to less than US$55 in Q3 and
recovering to over US$60 in Q4 of 2019. The price

As in 2018, the value of the euro continued to slip
against the US dollar over the course of 2019. The
euro fell from a high of US$1.14 in January to about
US$1.11 by year end.
Figure 7: Monthly Average Brent Crude oil prices
in Euro and US dollar from 2008 to 2019
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increase over Q1 of 2019 was driven by concerns
about the volume of Iranian oil exports, and related
political tensions with the US. Prices fell however,
later in the year amid concerns that oil stocks were
building globally and that slower economic growth is
imminent.
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Source: St Louis Fed.

For 2019 as a whole there was a 5 percent drop in
the value of the euro against the US dollar compared
with its 2018 level. This depreciation of the euro
offset some of the fall in oil prices in euro terms.
Hence, the estimated average crude oil price for
2019 was over €56.5 pb, a decrease in euro terms of
about 6 percent on the 2018 value of €60 pb.
Overall, farm level fuel costs in Ireland decreased
slightly in 2019, with fuel prices approximately 2
percent lower in 2019 relative to the average level in
2018.
Electricity Prices: Electricity costs change
infrequently in Ireland due to price regulation.
Monthly prices rose slightly early in the year. For
2019 as a whole, electricity prices are likely to be 3
percent higher than in 2018.
Fuel and Electricity Volumes: Demand by farmers
for fuel and electricity tends to be relatively inelastic
with respect to price. It is difficult to determine to
what extent increased milk production has had an
impact on energy and fuel requirements.
Outlook 2020 | Dairy
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3.1.6 Other Direct and Fixed Costs–
usage and price 2019
It is estimated that there was a 1 percent increase in
agricultural wages in Ireland in 2019. It is assumed
that the quantity of hired labour used on farms is
likely to have increased slightly to cater for increased
milk production.

2016, with an increase in 2016 and 2017. The feed
related escalation in costs in 2018 has been well
documented, with a reduction in costs evident in
2019. The decline in total costs in 2019 is largely
reflective of a reduction in direct input expenditure,
mainly driven by the substantial decrease in volumes
of concentrates and bulky feed and lower fertiliser
usage, partially offset by higher feed and fertiliser
prices.
Figure 8: Total Costs of Milk Production in Ireland
from 2013 to 2019
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Given that milk production is estimated to have
increased nationally by 6 percent, this suggests that
electricity and fuel expenditure per litre of milk
produced will not have increased in percentage
terms by as much as the farm level percentage
increase. For the average Dairy farm, the overall
expenditure on both electricity and fuel is estimated
to be up 2 percent on a per hectare basis in 2019,
with a 5 percent decrease when measured on a per
litre of milk basis.

3.1.7 Estimate of Total Input
expenditure for 2019
The increase in dairy cow numbers, as well as higher
yields per cow was sufficient to result in an overall
increase in Irish milk production in 2019.
Increasingly, the assessment of costs on a per
hectare basis will become the most relevant
measure, but costs are also assessed here on a per
litre basis, since it provides a useful comparator with
previous years. An assessment of production costs
for the average dairy farm that expanded its milk
production by 6 percent in 2019 is considered here.
Figure 8 charts the average total cost of production
and its subcomponents for selected years from 2013
to 2018 and the associated estimate for 2019. Costs
on a cent per litre basis were in decline from 2013 to
7
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The price of other input cost items remained
unchanged in 2019. It is assumed that usage volume
of these input items increased by 1 percent.
The assessment of fixed costs in the Teagasc NFS is
quite complex and definitive information on how
fixed costs have changed in 2019 will not be available
until the Teagasc NFS results for 2019 are published
in 2020. At the overall farm level, it is estimated that
fixed costs on dairy farms increased marginally (2
percent) in 2019. However, factoring in the fall in
milk price in 2019, more than offset by a further
increase in milk production, the value of milk output
will have increased. Hence the share of fixed costs
allocated to the Dairy enterprise on dairy farms is
estimated to have increased slightly in 2019.
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Source: Teagasc National Farm Survey Data and Authors’
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It is estimated that the average total cost of milk
production in Ireland in 2019 was 23.8 cent per litre,
compared to an average of 26.8 cent per litre in
2018.

3.2

Review of Dairy Market in 2019

Despite global dairy prices remaining relatively high,
production growth across most regions has been
modest, with generally weakened supply growth.
Falling production in some regions has offset growth
elsewhere due to a number of factors including,
weather challenges, environmental constraints and
rising input costs. Milk supply growth across the
main milk producing regions has been relatively
weak in 2019, compared with the trend of the last
decade.
In an EU context, lower milk prices, higher feed costs
(due to a warm summer in some regions) and a
continuing reduction in the EU dairy herd, have
limited production growth in 2019. Overall, EU28
milk production growth of approximately 0.4
percent (0.6mt) is anticipated in 2019. European
butter prices have been in decline since they peaked
at the unprecedented level of €6,500 per tonne in
September 2017. By November of 2019 European
butter prices had reached €3,600 per tonne.
Conversely, European SMP prices have continued to
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improve since their low of €1,300 per tonne in March
2018, passing the €2,000 per tonne mark in May
2019. The elimination of EU intervention stocks and
increased demand from China has seen SMP prices
rise further to about €2,300 per tonne in Q4 of 2019.
By contrast, Cheddar prices have moved over a fairly
narrow range over the last 12 months.

Milk production in Argentina in the calendar year to
September 2019 is down 7 percent on the same
period in 2018.

Irish farmgate milk prices continued to fall in 2019,
primarily driven by the decline in the butter price,
which was only partially offset by the recovery in
protein prices. The weakness of sterling was another
negative factor. Lower than anticipated growth in
global production has limited the overall reduction in
Irish milk prices in 2019. However, Irish milk prices
have drifted below the EU15 average, reflecting the
greater exposure of the industry in Ireland to falling
butter prices.

For the period January to September 2019, Chinese
imports of SMP were up 30 percent relative to the
same period in 2018. EU exports of SMP to China
have risen over 60 percent in the same period.
Imports of WMP by China were up 22 percent
relative to the same period in 2018, with EU exports
of WMP to China declining by 27 percent over the
same period as the EU WMP exports were less price
competitive than exports from elsewhere.

Milk production has been relatively stable in the US
during 2019. There was very marginal growth in Q1
2019. However, this was offset by a subsequent
contraction as the year progressed due to a
reduction in the US cow herd. Increased production
has also been constrained in some regions due to a
lack of processing capacity. For the full calendar year
in 2019, US milk production should be up by less than
0.5 percent (0.5mt). In spite of reduced import
demand from China, due to trade tensions and
weaker demand for whey products, as a result of
African Swine Fever, strong US domestic dairy
demand, alongside weak milk production growth has
tightened the US dairy market in 2019. This has
resulted in comparatively high US dairy commodity
and milk prices relative to the EU.
Australian milk production declined sharply during
H1 of 2019 due to adverse weather conditions, with
reductions occurring across all regions. For the
calendar year to September 2019 milk production
was down 9 percent relative to the same period in
2018.
Poor pasture conditions and rising costs of
production due to currency deflation has hindered
milk production in Argentina during 2019. Reduced
domestic demand has also impacted the market.

Strong growth in exports of EU butter to the US in
2019 are evident, with an increase of 36 percent
reported in the calendar year to September, relative
to the same period in 2018. Cheese exports to the
US have grown 11 percent over the same period. The
North American market for Irish dairy grew by 36
percent to €366m in 2018, with butter exports
increasing by 90 percent to €161m. This illustrates
the growing importance of the US as a destination
for Irish dairy exports.
Figure 9 shows price movements in the influential
New Zealand Global Dairy Trade (GDT) Auction Index
over the course of the past two years. Positive
movement in the overall auction price early in 2019
was followed by negative results through the middle
of the year. The trend in the series has become
positive again in recent months.
Figure 9: Monthly GDT Auction Index Price
movements in 2018 and 2019
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A generally favourable winter and early spring
provided good conditions for the 2018/19
production season in New Zealand. However,
weather challenges later in the year led to a sharp
slowdown in production. For the 2018/19 season as
a whole there was a 2.2 percent (0.45mt) increase in
production overall.

Overall, global milk production growth in 2019 will
be muted and well below the historical annual
growth trend of the last decade.

Source: GDT Auction 2019.

European wholesale dairy product prices are shown
in Figure 10. Convergence in fat and protein prices is
evident over the course of 2019, with a falling butter
price and improving SMP price. Cheddar prices have
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remained relatively stable over the past number of
years.

Figure 12: Irish Farm Gate Milk Prices Actual fat
(vat incl.) Jan 2009 – Aug 2019

Figure 10: European Dairy Product Prices 2015-19
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Source: USDA 2019.

3.3

The large volume of SMP stocks that built up in the
EU in 2016 began to decrease through 2018 to very
low levels in 2019 (Figure 13).

Estimated Output Values 2019

Irish milk production continued to increase in 2019.
Monthly milk deliveries are shown in Figure 11 and
are reflective of the improved production conditions
relative to 2018.
Figure 11: Monthly Irish Milk Deliveries 2017 to
2019
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Figure 13: EU SMP Intervention Stocks 2015 to
2019
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For 2019 as a whole, milk production is likely to be
about 6 percent up on the 2018 level. Irish dairy cow
numbers, as recorded in June 2019 increased to 1.5
million, compared with 1.48 million in 2018, an
increase of 1.6 percent (CSO, 2019). This means that
the increase in June Irish dairy cow numbers since
2010 is over 40 percent.
Figure 12 presents monthly Irish milk prices recorded
by the CSO from January 2009 through to August
2019. In Ireland the 2019 manufacturing milk price
is estimated to have decreased by about 4 percent
relative to the 2018 level on an actual constituent
basis. Some farmers will have milk in fixed price
contracts and therefore may not obtain the spot
prices quoted. The annual average national milk
price (CSO definition) is estimated to be approx. 34.2
cent per litre (vat inclusive) in 2019 on an actual fat
and protein basis (estimated to be 4.15 percent fat
and 3.56 percent protein).
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Relative to their peak at the end of 2017 at almost
380,000 tonnes, EU SMP intervention stocks fell to
almost zero by the middle of 2019. The decline in
stocks has been reflected in the substantial
improvement in SMP prices in 2019.
The butterfat content in Irish milk deliveries is shown
in Figure 14.
Figure 14: Butterfat in Irish Milk Deliveries 2013,
2018 and 2019
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3.4

Review of Dairy Enterprise Net
Margins in 2019

The review of milk prices showed that the average
milk price for 2019 was down 4 percent on the 2018
level. The review of input costs concluded that for
the average farm, having expanded its milk
production by 6 percent, total production costs on a
per litre basis are estimated to have declined by 11
percent in 2019 relative to 2018.
Margin per hectare is described before examining
margin on a per litre basis. Figure 15 presents the
estimated average gross output, production costs
and net margin per hectare for 2019 in comparison
to recent years, on the basis of a 6 percent increase
in milk production in 2019.
For 2019 the net margin for milk production
averaged €1,353 per hectare. This means that the
average net margin in 2019 has risen by about €220
per hectare relative to 2018. This represents a 19
percent increase year-on-year.
Figure 15: Average Gross Output, Costs & Margins
per hectare for Irish Milk Production in
2014-2018 & estimate for 2019
5,000

Gross Output

Total Costs

Net Margin

€ per hecatre
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farm that has achieved a 6 percent expansion in milk
production in 2019.
Figure 16: Average Gross Output, Costs & Margins
per litre for Irish milk production in
2014-2018 and estimates for 2019
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In addition to the growth in milk production
volumes, there has been an increase in both fat and
protein levels in Irish milk deliveries in recent years.
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4. Dairy Outlook for 2020
For the purposes of this analysis, a 5 percent increase
in total Irish milk production in 2020 is forecast, with
a slight increase of 1 percent in the dairy enterprise’s
land base. A further increase in production in 2020
can be expected to lead to increased input usage on
farms where expansion takes place. The extent of
this increase will be highly farm specific.

4.1

Outlook for Input Expenditure 2020

In this analysis of likely changes in production costs
in 2020, for simplicity it is assumed that the average
farm increases its milk production by 5 percent in
2020. This is in line with the forecast percentage
increase in Irish national milk production in 2020.

3,000
2,000
1,000

4.1.1 Feed - usage and price 2020

0
2014 2015 2016 2017 2018 2019e
Source: Teagasc National Farm Survey Data and Authors’
estimates. Note: e = estimate.

Estimated average gross output per litre in 2019 is
shown in Figure 16, on the basis of a 6 percent
increase in milk production.
Average gross output per litre is estimated to have
decreased in 2019 to 35 cent per litre, representing
a decrease of approximately 1.5 cent compared with
gross output in 2018.
See Table A5 (in the appendix) for estimates of
output, costs and margins on a per litre basis for a

Irish animal feed prices are driven by a combination
of Irish cereal harvest prices (for the previous year
and current year) and the prices of imported feed.
Irish cereal prices at harvest 2019 were down by as
much as 30 percent on the 2018 level. The EU-28
balance sheet for wheat, barley and maize
production was up by over 10 percent in 2019
compared to 2018, which resulted in an increase in
EU-28 ending stocks for the year as a whole. The
international balance sheet for wheat and barley
production was also up on 2018, with the
international wheat harvest up by 27 mt.
Feed prices in 2020 will depend in part on cereal
prices for harvest 2020, but the main determinant
Outlook 2020 | Dairy
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will be harvest prices in 2019. On a monthly basis
there has been a moderation in feed prices over the
course of the year, with prices in early 2020 likely to
be about 10 percent lower than at the outset of
2019. Cereal prices are forecast to rise in 2020 as the
harvest comes in, which suggests that monthly feed
prices in Ireland will move upwards over the second
half of the year. Averaging across the full year, feed
prices are forecast to decline by 5 percent in 2020
relative to the average price for 2019.
The volume of dairy feed used decreased
substantially in Ireland in 2019 by about 19 percent
per head. This reduction entirely relates to a return
to normal weather conditions following the
extraordinary circumstances of 2018. With the
assumption of normal weather in Ireland in 2020,
feed volume requirements per head for grassland
enterprises are expected to remain unchanged. Note
that this implies that feed use would still be higher
than in the years preceding the fodder shortage of
2018.
Allowing for a 1 percent increase in dairy hectarage,
this would result in a 3 percent decrease in feed
expenditure on a per hectare basis. Given the
assumed 5 percent farm level increase in milk
output, this would mean that expenditure on
concentrate feed is estimated to decrease by 7
percent on a per litre basis in 2020.

4.1.2 Fertiliser & Contracting Costs–
usage and price 2020
Fertiliser prices are forecast to decrease in 2020.
This reduction will be driven by an oversupply in the
international fertiliser market, partially related to a
delay in planting across Europe. Overall, the annual
average fertiliser price in 2020 is forecast to be down
7 percent in 2020 compared with the 2019 level.
On the assumption of normal weather, it is forecast
that fertiliser use in 2020 will be unchanged on the
2019 level. With fertiliser prices falling and usage
levels unchanged, this would mean that the total
expenditure on fertiliser in 2020 would decrease by
5 percent on a per hectare basis.
No change in agricultural contracting charges or the
volume of activity is forecast in 2020. Overall, this
would leave total pasture and forage costs per
hectare down about 1 percent in 2020 relative to
2019. However, with a forecast increase in milk
production of 5 percent, fertiliser and contracting
charges in aggregate would decrease by 6 percent on
a per litre basis in 2020.
11
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4.1.3 Electricity and Fuel – usage
and price 2020
As of November 2019, prospects are for relatively
little movement in the US$/Euro exchange rate in
2020. For the purposes of this outlook, a rate of
$1.10 to the euro is assumed for 2020, a drop of 2
percent on the 2019 average level. An analysis of
futures prices indicates that Brent crude oil could fall
in price slightly over the course of 2020 to an annual
average of just over US$59. This would represent a
decline of 6 percent.
At a US$/Euro exchange rate of $1.10, the forecast
annual Brent crude oil price for 2020 would be €56
pb, which would leave the annual average Brent
crude oil price down 4 percent in euro terms in 2020
relative to the average for 2019. This suggests that
there would be a modest decline of about 2 percent
in farm level fuel prices in 2020 compared with the
average for 2019. However, this decrease may be
negated by the increase in the carbon tax. Electricity
prices are assumed to remain unchanged in 2020.
This would leave expenditure per hectare on
electricity and fuel unchanged in 2020.

4.1.4 Other Direct and Fixed Costs –
usage and price 2020
Assuming that there is no disorderly Brexit in 2020,
the macroeconomic outlook still suggests that there
will be a slowdown in growth in the Irish economy
relative to 2019. Real GDP in Ireland is estimated to
have grown by 4.9 percent in 2019 and growth is
forecast to drop back to 3.1 percent in 2020.
Employment in Ireland is forecast to continue to
grow in 2020. It is estimated that there are 2.305
million people in employment at the end of 2019 and
this is forecast to increase to 2.348 million by the end
of 2020. This also means that the unemployment
rate is forecast to continue to fall in 2020, from an
average of about 5.1 percent in 2019 to 5.0 percent
in 2020 (ESRI, 2019).
An increase in wage rates in 2020 of 1 percent is
forecast. The increase in general inflation affecting
other farm costs in 2020 is also forecast to be 1
percent on a per hectare basis. Allowing for an
increase in milk production of 5 percent, this would
correspond with a 2 percent increase in other direct
costs relative to 2019 on a per hectare basis.
However, on a per litre basis, these other direct costs
would be down 2 percent in 2020.
At an overall farm level, fixed costs on dairy farms
are estimated to remain unchanged in 2020.
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However, with a forecast increase in the value of
milk production in 2020 and a reduction in milk price,
the output value of the dairy enterprise should
increase relative to 2019, pushing up the fixed cost
allocation of the dairy farm’s dairy enterprise
slightly.

4.1.5 Estimate of Total Input
expenditure for 2020
Overall, direct costs per hectare are forecast to
decrease by 1 percent in 2020 or a decrease of 5
percent on a per litre basis. In spite of an increase in
the fixed costs allocation to the dairy enterprise, the
increase in milk production in 2020 is forecast to lead
to a 1.5 percent reduction in fixed costs. Overall,
total production costs per litre are forecast to
decline by 4 percent in 2020.

4.2

The Outlook for Dairy Markets in
2020

Dairy market prospects for 2020 suggest no dramatic
movement in dairy product or milk prices. The sharp
imbalance between fat and protein prices of recent
years has largely reversed. Global milk supply
growth in 2020 will likely remain sluggish following
herd reductions in some of the major production
regions. There may also be an overhang due to the
indifferent weather conditions experienced in some
regions in 2019.
EU milk production is likely to continue to increase in
2020, perhaps by as much as 1 percent (1.6mt).
Although EU dairy cow numbers are likely to
continue to fall by a further 0.1m head in 2020, the
contraction in cow numbers should be more than
offset by stronger growth in milk yields.
For 2020, latest forecasts suggest a 1.7 percent
(1.7mt) increase in US milk production. This increase
reflects a combination of increased milk yields and a
growth in cow numbers (USDA, 2019).
It is notable that, against expectations, New Zealand
milk production has enjoyed a strong start to the
2019/20 production season, which increased the
possibility of a return to modest growth in 2020,
perhaps by 1 to 2 percent (0.2 to 0.4mt).
There is some concern that international dairy
demand growth may ease as we move through 2020,
as global economic growth slows. Prospects for
protein prices are considered to be better than for
butter. Following the WTO adjudication with regard
to EU aid for Airbus, the US has imposed additional

tariffs on a range of imports from the EU, including
butter. Irish exports of butter to the US have grown
strongly in recent years, with the US market for
butter now second only in importance to Germany.
Increased tariffs on butter entering the US will thus
damage the return from butter and may adversely
affect the future volume of Irish butter exported to
the US.
A weakening in butter prices may be offset by
improving solids non-fat (SNF) prices in 2020, with
continued demand from the Asian market. The
outlook for cheddar prices over the short term will
depend on trading relations between Ireland and the
UK in 2020. Should the UK complete its exit from the
EU early in 2020, then the assumption is that it would
enter a transition arrangement, meaning that Irish
cheese exports to the UK would not be subject to
tariffs in 2020.
On the demand side, there is growing concern that a
global economic slowdown and possible recession
could adversely impact on global dairy demand
growth. The continuing shift away from drinking
milk in the EU and the increased market penetration
of milk alternatives are also factors that may inhibit
overall dairy demand. Negative publicity regarding
the contribution of dairy and agriculture generally to
greenhouse gas emissions may also be an issue.
Taking these factors into consideration, it is likely
that milk supply growth and milk demand growth will
generally be in balance in 2020, leading to
expectations that there will not be substantial
changes in dairy product prices. Overall, a slightly
negative outlook for butter should be offset by a
more positive outlook for proteins.
The annual average Irish milk price in 2020 is likely to
be little changed on the 2019 level, leading to an
annual average milk price (CSO definition) of about
34.2 cent per litre, on an actual fat, vat inclusive,
basis.

4.3

The Outlook for Milk Production in
2020

Irish milk production continued to rise in 2019, by an
estimated 6 percent. This increase was driven both
by an increase in cow numbers and yields. It is
reasonable to expect that, with the assumption of
normal weather and some further addition to the
herd, additional expansion in milk production will
occur in 2020. A national increase in Irish milk
production of 5 percent in 2020 is forecast relative
to the 2019 level.
Outlook 2020 | Dairy
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The Outlook for Dairy Enterprise Net
Margins in 2020

This section considers the impact of changes in milk
prices and production costs on gross and net margins
on dairy farms in 2020. Price reductions for feed and
fertiliser are forecast for 2020. It is assumed that
further milk expansion in 2020 takes place on a 1
percent larger land area than in 2019. It is also
assumed that, on average, milk production per
hectare will increase by 4 percent in 2020 relative to
2019.
In 2020, profitability per hectare, as measured by net
margin on the average dairy farm, producing 4
percent more milk per hectare, is forecast to
increase. Average net margin per hectare is
estimated to be €1,353 for 2019, but is forecast to
rise to €1,514 (12 percent) in 2020, as illustrated in
Figure 17.
Additional milk production is assumed to be
produced at a low marginal cost, which contributes
to the higher margin achieved per hectare.
Production costs for the marginal litres are lower
since some cost items do not increase in a linear
fashion when production increases, e.g. fertiliser
expenditure, other direct costs, energy and hired
labour and, in particular, fixed costs.
Figure 17: Average Gross Output and Net Margin
per hectare for 2015 to 2019 with
Forecast for 2020
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Source: Teagasc National Farm Survey Data and Authors’
estimates. Note: e = estimate f= forecast.

Figure 18 presents a margin forecast on a per litre
basis for the average dairy farm, where production
increases by 5 percent in 2020 relative to the 2019
level.

Figure 18: Average Gross Output and Net Margin
per litre in Ireland 2015 to 2019, with
Forecast for 2020
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Source: National Farm Survey Data (Various Years) and Authors’
estimates. Note: e = estimate f = forecast.

Given the forecast of an unchanged milk price in
2020, and the forecast fall in production costs, gross
and net margins are forecast to increase slightly in
2020. Net margin per litre is forecast to increase by
8 percent in 2020, to an average of 12 cent per litre.

5. Concluding Comments
Following the adverse weather of 2018, the return of
normal production conditions in 2019 saw a
substantial reduction in production costs, principally
due to lower feed and fertiliser usage.
While milk prices were lower in 2019, they fell by less
than had been anticipated. Overall, there was a
significant improvement in net margin per hectare
and per litre of milk produced in 2019. The precise
increase in margins in 2019 will be highly farm
specific, as the financial effect of the difficult
production conditions in 2018 will have varied
depending on farm circumstances. On average, it is
estimated that dairy enterprise net margin per
hectare increased by 19 percent in 2019 to €1,353.
In 2020 the annual average milk price is forecast to
remain unchanged on the 2019 level. On the
assumption that normal weather is experienced in
2020, input usage should also remain relatively
unchanged. However, the sector will benefit from
forecast price reductions in feed and fertiliser.
Factoring in a 5 percent increase in milk production
in 2020, it is forecast that total production costs will
fall by about 3.5 percent to 23 cent per litre.
Dairy farm margins in 2020 will increase as a result,
with the average net margin per hectare likely to be
up 12 percent on the 2019 level at €1,514.
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Table A1: Average Gross and Net Margin of Milk Produced in 2017 and 2018
2017

2018

% Change

cent/litre
Total Gross Output

38.13

36.41

-4.5%

Concentrate Costs

4.95

6.98

+41%

Pasture and Forage Costs

4.21

5.15

+22.3%

Other Direct Costs

3.68

3.72

+1.1%

Total Direct Costs

12.84

15.85

+23.4%

Gross Margin

25.29

20.56

-18.7%

Energy and Fuel

2.12

2.26

+6.6%

Labour

0.55

0.63

+14.5%

Other Fixed Costs

7.40

8.07

+9.1%

Total Fixed Costs

10.08

10.96

+8.7%

Net Margin

15.21

9.60

-36.9%

Source: Teagasc National Farm Survey Data

Table A2: Average Net Margin per hectare* in 2017 and 2018
2017

2018

% Change

litres/ha

11,225

11,293

+0.6%

Total Gross Output

€/ha

4,286

4,126

-4%

Total Costs

€/ha

2,533

2,993

+18.2%

Net Margin

€/ha

1,752

1,133

-35.3%

Milk Produced

* Hectare of forage area allocated to the dairy enterprise
Source: Teagasc National Farm Survey Data

Table A3: Costs and profit (cent per litre) for Top, Middle and Bottom one-third of farms in 2018
Top

Middle

Bottom

cent/litre
Concentrate Feeds

6.73

6.85

7.36

Pasture & Forage

4.34

4.91

6.17

Other Direct Costs

3.42

3.59

4.14

Energy & Fuel

1.77

2.23

2.78

Labour

0.85

0.57

0.46

Other Fixed Costs

7.52

8.20

8.50

Total Costs

24.63

26.36

29.41

Net Margin

13.00

9.90

5.93

Source: Teagasc National Farm Survey Data
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Table A4: Output and profit per hectare for Top, Middle and Bottom one third of farms in 2018
Top

Middle

Bottom

cows/ha

2.48

2.04

1.69

litres per ha

14,895

11,146

7,867

Concentrates fed per cow

kg

1,474

1,364

1,225

Concentrates fed per litre of milk produced

kg

0.24

0.25

0.26

Gross output

€ per ha

5,602

4,026

2,760

Direct Costs

€ per ha

2,189

1,737

1,402

Gross Margin

€ per ha

3,413

2,288

1,358

Stocking rate
Milk sold

Source: Teagasc National Farm Survey Data

Table A5: Average Gross and Net Margin per litre of Milk Produced 2017-2020
2017

2018

2019e

2020f

cent/litre
Total Gross Output

38.13

36.41

34.95

34.95

Concentrate Costs

4.95

6.98

5.55

5.18

Pasture and Forage Costs

4.21

5.15

4.25

4.00

Other Direct Costs

3.68

3.72

3.54

3.48

Total Direct Costs

12.84

15.85

13.35

12.65

Gross Margin

25.29

20.56

21.60

22.30

Energy and Fuel

2.12

2.26

2.14

2.10

Hired Labour

0.55

0.63

0.63

0.64

Other Fixed Costs

7.40

8.07

7.73

7.58

Total Fixed Costs

10.08

10.96

10.50

10.32

Total Costs

22.93

26.81

23.84

22.97

Net Margin

15.21

9.60

11.11

11.98

Source: Teagasc National Farm Survey Data. Figures for 2019 are estimates, Figures for 2020 are forecasts.
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Review of Cattle Farming in 2019 and Outlook for 2020
Jason Loughrey and Kevin Hanrahan
Agricultural Economics and Farm Surveys Department, Teagasc

1. Introduction
This paper presents estimates for the returns from
cattle production in 2019 and the forecasts for
2020. The paper contains a review of the economic
performance of Irish cattle farms in 2018 based on
data provided by the Teagasc National Farm Survey
(Dillon et al. 2019).
The average annual price for most categories of
finished cattle decreased by approximately 6
percent relative to the average levels reported for
2018 with more severe declines of 9 percent
reported for young bulls. In Q1 2019, Irish finished
cattle prices continued the poor performance
observed in Q3 and Q4 2018. Prices recovered
notably in the early summer of 2019. This recovery
was, however, shortlived and soon followed by
substantial price declines with low prices persisting
into Q4 2019.
Weanling prices have declined by approximately 6
percent relative to the average levels reported for
2018. The decrease in store prices is less striking
with an average decline of 4 percent relative to the
average levels reported for 2018. Calf prices have
declined significantly in 2019 with prices for both
beef calves and dairy calves declining by
approximately 15 percent compared with 2018.
These adverse price dynamics have contributed to a
significant reduction in the market value of farm
output on both Irish cattle rearing and cattle
finishing farms in 2019.
Reduced cattle prices in 2019 and declining direct
payments receipts by some beef farmers led to a
long and protracted dispute between farmers and
the Irish meat processing industry during the
summer of 2019. The dispute involved the blockade
of a large number of export plants and led to
dramatic reduction in national cattle throughput.
While increased slaughter in the fourth quarter may
clear some of the accumulated slaughter backlog,
lower total cattle numbers and the 2019 beef
dispute will be reflected in lower output volume in
2019. This decline in volume augments the impact
of the lower prices on output value.

19

Cattle| Outlook 2020

The significant decline in the market value of Gross
Output does not however, translate into an
equivalent decline in average Gross Output. The
average Gross Output on Irish cattle farms in 2019
is boosted by the introduction of the Beef
Exceptional Aid Measure (BEAM) and the Beef
Environmental Efficiency Pilot (BEEP) schemes. As a
result of these two schemes, relatively small
changes are estimated for the average Gross Output
value in 2019 relative to 2018.
On Cattle Finishing farms, the addition of the BEAM
payments is almost sufficient to offset the decline in
the market value of Gross Output. It should be
noted however, that a proportion of the BEAM
payments reflect compensation for poor prices in
Q4 2018.
The improvement in grass-growing conditions in
2019 has influenced the economic performance of
Irish cattle production resulting in large decreases in
the quantity of concentrates used with a 19 percent
decrease estimated for the average Cattle finishing
enterprise. A 16 percent decrease in the quantity of
concentrates is estimated for the average Cattle
rearing enterprise.
The decrease in concentrate usage in 2019 has a
positive influence on margins earned, but the
receipt of the BEAM payments has a larger effect on
margins. The average Gross margin per hectare on
the average Cattle Finishing enterprise is estimated
to have increased by 9 percent in 2019. It needs to
be emphasised however, that in the absence of the
BEAM scheme, the average gross margin per
hectare would have declined by 13 percent in 2019
relative to 2018.
The average gross margin on Single Suckling farms
are estimated to have increased by 8 percent in
2019, but this increase can be attributed largely to
the introduction of the BEAM scheme and the BEEP
scheme. In the absence of these two schemes, the
average gross margin per hectare would have
declined by 11 percent in 2019 relative to 2018. In
addition, the decline in concentrate expenditures
has helped improve gross margins. The receipt of
payments under the Beef Data Genomics
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Programme (BDGP) continues to support Gross
Margins on Cattle Rearing farms. On average
however, Single Suckling farms are estimated to
have earned a negative net margin of -€68 in 2019.
The average Gross margin per hectare on the Cattle
Finishing enterprise increased in absolute terms by
€420 to €459 per hectare in 2019. Changes in
overhead costs have been relatively small and made
little impact on net margins. On average, Cattle
Finishing farms are estimated to have earned
negative net margins in 2019. The average Cattle
Finishing enterprise net margin is estimated to be €52 per hectare in 2019.
The outlook for Irish cattle markets in 2020 is for
relatively small improvements in margins. There
remains some uncertainty around the Brexit
outcome although the probability of a no-deal
outcome appears to have diminished significantly.
Under an assumption that the UK remains
effectively within the Single Market during 2020,
supply and use developments for beef in Ireland and
the EU are likely to mean that base cattle prices in
Ireland in 2020 will change little relative to the
average levels received by Irish farmers in 2019.
Irish cattle prices, given the continuing reliance on
the UK market, are affected by developments in the
currency exchange rate between the pound sterling
and the euro. On the assumption that the
euro/pound sterling exchange rate stays at or close
to the value currently observed in mid-November
2019, our forecast is that prices for cattle in 2020
will be slightly higher relative to 2019 as a whole.
The introduction of additional bonuses provides a
positive influence on forecast cattle prices in 2020.
These additional bonuses were introduced as part
of the Irish beef sector agreement formed in
September 2019 (DAFM 2019c).
Rising pig meat prices in 2019 should support the
consumption of beef. However, the per capita
demand for beef in the EU is forecast to be
marginally lower in 2020 (European Commission
2019). Recent retail data shows mixed results for UK
beef consumption with increases reported in the
consumption of less expensive cuts including beef
burgers and mince with significant declines in the
consumption of roast beef and steaks (AHDB
2019b). In 2019, UK consumer prices for
sirloin/rump steak declined significantly (Office for
National Statistics 2019). UK demand is likely to
remain subdued partly as a result of relatively weak
economic growth (HM Treasury 2019).

EU beef supplies increased between 2012 and 2018
but this trend has been reversed in 2019 and further
declines are forecasted over the short to medium
term. The dynamics behind the recent decrease can
be attributed to a number of factors including the
post-quota decline in the EU dairy cow herd. This
decline in the EU herd can be attributed to the low
milk prices in 2016 and the effects of the summer
drought in North Western Europe during 2018. The
EU beef supply in 2018 was unexpectedly high due
to the summer drought. This led to an increase in
the volume of cows slaughtered. These recent
events are responsible for reducing the size of the
breeding herd and subsequent beef production.
In H1 2019, total beef slaughterings in the UK did
not follow the declining pattern observed in most
other EU member states. This H1 increase in beef
production can be attributed to the anticipation of
Brexit (European Commission 2019). In Q3 2019, UK
production decreased marginally despite relatively
high production in September as Brexit uncertainty
became elevated (DEFRA 2019). It appears that the
increase in UK production for the year as a whole
will therefore be small at less than 1 percent.
At a global level, there appears to be an important
shift in the demand for beef. In 2019, the domestic
consumption of beef and veal is estimated to have
increased by 17 percent in China but declined in the
European Union, Argentina and India. Global
consumption of beef and veal is estimated to be
approximately 2 percent lower in 2019 relative to
2018 (USDA, 2019).
Global beef demand is expected to grow in 2020
with China and Brazil both playing important roles
in rising consumption levels and helping to underpin
global beef prices (USDA, 2019). Global production
of beef is expected to increase by 1 percent in 2020
(USDA, 2019). The forecast increase in global meat
production is largely driven by developments in the
US, Argentina and Brazil with declines forecast for
China, Australia and the European Union.
On balance our forecast for 2020 is that Irish cattle
prices will be 4 percent higher relative to 2019. EU
cattle and beef prices are forecast to remain stable.
The forecast for Irish cattle prices is based on the
assumption that the average euro pound sterling
exchange rate is unchanged in 2020 from its current
level (mid-November 2019). Continued uncertainty
over the evolution of the exchange rates constitutes
a very major element of the uncertainty in these
forecasts. There exists a significant backlog of cattle
Outlook 2020 | Cattle
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The BDGP and the recently announced Beef
Environmental Efficiency Pilot (BEEP) schemes will
provide exchequer support to participating farmers
to enable them to improve the genetic merit of their
beef animals and thereby lower the greenhouse gas
intensity of their beef production.
The BDGP involves a payment of approximately €85
per cow for participating farmers. However, not all
suckler cows will be farmed by participating farmers
and the budget for the programme is limited to
approximately €52m per annum. This means that
the average value of the BDGP per cow to suckler
cow farmers will be lower than the headline rate.
Cawley and Cronin (2019) show that approximately
580,000 suckler cows are enrolled in the
programme with total BDGP payments reaching
€44.8m in 2018. For this analysis, we have
estimated that the average suckler farmer will
receive a payment of €22 per hectare from the
BDGP in 2019 and 2020.
Budget 2019 led to the introduction of a new
scheme entitled the Beef Environmental Efficiency
Pilot (BEEP) scheme. As in the case of the BDGP
programme, not all suckler cows are farmed by
participating farmers and the budget for the
programme is limited to approximately €20m per
annum. Costs may be incurred by farmers in
weighing cattle and these costs may vary by herd
size and according to the availability of weighing
scales. In 2019, the rate of take-up is estimated to
be lower than the maximum permitted level. Taking
all of this into account, we have assumed that the
average suckler farmer will earn an additional €14
per hectare from the BEEP programme in 2019.
Budget 2020 has provided a further €20m to
enhance this scheme and it is forecast that the
average suckler farmer will earn €31 per hectare
from the BEEP programme in 2020.

Teagasc NFS over the period 2012 to 2018 are
shown in Figure 1. In 2018, the average FFI on
Teagasc NFS Cattle Other farms decreased by 10
percent compared with 2017 levels while the
average FFI on Teagasc NFS Cattle Rearing farms
decreased by 22 percent compared with 2017
levels. Figure 1 also illustrates that the gap in
average FFI earned by farms in the Cattle Rearing
system and Cattle Other system expanded in 2018.
In this year’s analysis, we continue to present
results based on the two way categorisation of Irish
cattle enterprises: Single Suckling and Cattle
Finishing enterprises first used in Breen and
Hanrahan (2012) and the Teagasc NFS cattle
enterprise fact sheets (Teagasc, 2019a and 2019
Figure 1: Family Farm Income on Cattle Rearing
and Cattle Other Farm Systems: 2012 to
2018
20,000

2. Review of the Economic Performance
of Beef Farms in 2018
The trends in average family farm income (FFI) for
the two types of cattle farms identified in the
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Source: 2018 Teagasc National Farm Survey (2019)

Single Suckling enterprises in the analysis that
follows are enterprises with more than 10 cows,
while the Cattle Finishing enterprises analysed are
those with more than 10 livestock units where more
than 70 percent of the animals sold off the farm
were sold for slaughter. In total, these two
enterprises were present on more than 40,000
farms nationally.

2.1
Unless stated otherwise, all figures referred to in
this paper are in nominal terms and all enterprise
output and profit estimates exclude the value of
decoupled income support payments and are
expressed per hectare.

Cattle Rearing

15,000

Euro

to be slaughtered in Q1 2020 and base prices are
likely to remain depressed until this issue is resolved
in early 2020.

Irish Beef Enterprise Performance in
2018

This section discusses the cost structure of Single
Suckling and Cattle Finishing enterprises in Ireland.
Farms with these enterprises have been ranked on
the basis of gross margin earned per hectare and
each farm enterprise group has been broken into
three equally sized sub-groups, which we have
termed farms that are least profitable, those that
have average profitability and those that are most
profitable.
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Single Suckling: In 2018, the average direct cost of
production per hectare for Single Suckling
enterprises varied from €514 per hectare, on those
farms with the lowest average gross margin, to €496
per hectare on the middle third of profitable farms
and €514 per hectare on the least profitable third of
farms (see Figure 2). The cost of concentrate feed,
along with the cost of pasture and winter forage
typically accounts for approximately 80 percent of
the direct costs of production on these farms. The
average expenditure on concentrate feed varied
from €146 per hectare on the middle third of farms
to €190 per hectare on the most profitable farms.
Figure 2: Variation in Total Production Costs and
Gross Output on Single Suckling
enterprises in 2018
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There was considerably more variability in the
average gross output per hectare between the least
profitable and most profitable farms. The most
profitable third of Single Suckling enterprises
earned an average gross output of €1,327 per
hectare, compared with an average gross output of
€601 per hectare on the least profitable one third of
Single Suckling enterprises. This variability in
average gross output is largely due to higher
average stocking on the more profitable farms. In
2018, the most profitable Single Suckling
enterprises had an average stocking rate of 1.72
livestock units (LU) per hectare compared with 1.16
LU per hectare on those Single Suckling enterprises
with the lowest levels of profitability.
The capacity of farms to operate at high stocking
rates is limited by the quality of the land farmed. In
2018, 44 percent of the most profitable Single
Suckling enterprises farmed very good soils,
whereas the proportion of the least profitable
Single Suckling farms on very good soils was
considerably lower at 7 percent.

The most profitable one third of Single Suckling
enterprises in 2018 had an average gross output per
hectare that was over 200 percent higher than the
average output per hectare on the least profitable
one third of enterprises, while average direct costs
per hectare were just 20 percent higher.
Cattle Finishing: The second cattle enterprise
category analysed is the Cattle Finishing enterprise.
The enterprises analysed were again ranked on the
basis of gross margin per hectare and assigned to
three equally sized groups termed least, average
and most profitable.
Average direct costs of production per hectare were
highest on the most profitable farms and lowest on
those farms with lower levels of profitability (see
Figure 3). Total expenditure on concentrate feed is
substantially higher on Cattle Finishing enterprises
than on Single Suckling enterprises. The most
profitable one third of Cattle Finishing enterprises
had a gross output of €1,961 per hectare compared
with €539 per hectare on the least profitable Cattle
Finishing enterprises.
As with Single Suckling enterprises, there is a large
degree of heterogeneity in gross output per hectare
across the Cattle Finishing enterprises analysed.
This diversity reflects the differing levels of
production intensity on these farms. The average
stocking rate on the least profitable Cattle Finishing
enterprises was 1.14 LU per hectare, while the
average stocking rate on the most profitable one
third of Cattle Finishing enterprises was 1.92 LU per
hectare. In general, more profitable Cattle Finishing
enterprises were on farms with better soil, 68
percent of the most profitable Cattle Finishing
enterprises farmed very good soils, while only 47
percent of the least profitable farms farmed very
good soils.
The results presented in Figure 2 and Figure 3
highlight the differences in costs per hectare on
Single Suckling and Cattle Finishing enterprises.
However, it is important to recall that there is even
greater variation in gross output across different
farm enterprises. While higher levels of gross
output per hectare are in general associated with
high levels of direct costs of production and farming
on better than average soils, the difference in
technical performance and productivity between
the top one third and bottom one third of Cattle
Finishing enterprises remains striking.
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Figure 3: Variation in Total Production Costs and
Gross Output on Cattle Finishing
Enterprises in 2018
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Average overhead costs per hectare on the Cattle
Finishing and Single Sucking enterprises were €513
and €482 per hectare respectively (see Appendix
Table A1 and Table A2 at the end of this paper). The
higher level of overhead expenditure on Cattle
Finishing farms reflects both the higher average
intensity of production on these farms when
compared with Single Suckling enterprises and their
higher average stock of non-livestock capital
(buildings and machinery) per hectare.
A comparison of the net margins earned by the
Single Suckling and Cattle Finishing enterprises in
2018 shows little difference in performance, on
average, between the Cattle Finishing enterprises
and the Single Suckling enterprises with both
enterprises having an average negative net margin
in 2018.
Figure 4: Cattle Enterprise Net Margins per
hectare in 2018
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On Single Suckling farms, the net margins worsened
further in 2018 relative to the situation in 2017. The
reduced performance of the Cattle Finishing
enterprises can largely be attributed to the increase
in feed expenditure. Figure 4 shows the net margins
earned on the two cattle enterprises analysed and
illustrates that in 2018 only the most profitable one
thirds of Single Suckling and Cattle Finishing
enterprises earned positive net margins and the
level of these margins was very low.
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Average

This section of the paper presents a review of the
economic performance of Irish cattle enterprises in
2019. A discussion of the estimated changes in input
usage and input costs in 2019 is first presented and
this is followed by a discussion of estimated changes
in output value. Estimates of margins earned by
Single Suckling and Cattle Finishing enterprises in
2019 are then presented.
Estimates for 2019 margins (which are presented in
Section 4) are based on relatively minor changes in
the intensity of production per hectare on the
average cattle finishing farm. The impact of changes
in the intensity of production on individual
enterprises would be expected to vary from farm to
farm. In some cases, a change in intensity may
increase profitability, in others it could give rise to
lower margins. In 2019, aggregate production of
beef in Ireland is expected to have decreased.
Suckler cow inventories in 2019 have declined
relative to 2018 (DAFM 2019e).

3.1

Estimated Input Usage and Price
2019
3.1.1 Feedstuffs

Purchased feed (concentrates) is an important
element of the direct costs of beef production in
Ireland. Typically this cost item accounts for
approximately 30 percent of total direct costs on
Single Suckling enterprises and 45 percent of direct
costs on Cattle Finishing enterprises.
In 2019, cattle farmers witnessed a return to
relatively normal weather conditions after an
extraordinarily poor year in 2018 in terms of grass
growing conditions. The improvement in grass
growing conditions contributed to lower volumes of
feed stuffs being purchased by Irish beef farmers.
The aggregate volume of purchased feed used by
Irish cattle farms in 2019 is estimated to have been
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much lower than in 2018. Overall, it is estimated
that feed use per head will be substantially lower in
2019 relative to 2018.
Figure 5 presents the CSO monthly price index for
cattle feed stuffs for the period January 2015 to
September 2019. Cattle feed prices are estimated to
be 4 percent higher than in 2018.
Figure 5: Monthly Price Index of Cattle Meal in
Ireland 2015 to 2019
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With no significant change in livestock numbers on
a per hectare basis and limited increase in feed
prices, we estimate that expenditure on
concentrates by Irish cattle farmers in 2019 will be
significantly lower as compared to 2018.

3.1.2 Fertiliser in 2019
Figure 6 presents data on fertiliser prices over the
past six years. Fertiliser prices continued to increase
in early 2019, but there appears to be some decline
in fertiliser prices in the second half of 2019.
Figure 6: Monthly Price Index of Fertiliser in
Ireland from 2014 to 2019
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The rising levels of Irish fertiliser prices have been
offset by lower usage with no overall change in
fertiliser expenditure on Irish cattle farms in 2019.

3.1.3 Energy and Fuel in 2019
In 2019, the average price for Brent crude oil will be
about US $63.5 per barrel (pb), which represents a
decrease of approximately 11 percent on the
average oil price in 2018 (US $71 pb). As in 2018, the
value of the euro continued to slip against the US
dollar over the course of 2019. The euro fell from a
high of US$1.24 in January to about US$1.11 by year
end.
For 2019 as a whole, there was a 5 percent drop in
the value of the euro against the US dollar
compared with its 2018 level. This depreciation of
the euro offset some of the fall in oil prices in euro
terms. Hence, the estimated average crude oil price
for 2019 was over €56.5 pb, a decrease in euro
terms of about 6 percent on the 2018 value of €60
pb.
As a result of the change in oil prices and the
inelastic nature of farmer demand for fuel, fuel
expenditure on Irish cattle farms is estimated to
have decreased by 2 percent in 2019 relative to the
2018 level. The smaller decrease in farm level fuel
costs as compared to crude oil prices reflects the
impact of taxes and other activity along the energy
supply chain.
While no official data on contractor charges exists,
we estimate that for 2019 farmer contracting
charges will have remained largely unchanged as
compared to 2018. When combined with stable
expenditure on fertiliser, this means that overall
expenditure on pasture and forage by cattle farmers
in 2019 is estimated to have been unchanged
relative to 2018.
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Electricity costs have increased in 2019. On an
annual average basis, prices in 2019 are estimated
to have increased by 2 percent compared to 2018.
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3.1.4 All Other Direct and Overhead
Costs– usage and price 2019
Wages in Ireland are estimated to have increased by
2 percent in 2019 due to the on-going recovery in
the Irish labour market; however, given the low
usage of hired labour on Irish cattle farms, this
development does not have a major impact on costs
of production. Increased veterinary costs contribute
towards an estimated 1 percent increase in other
Outlook 2020 | Cattle
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3.1.5 Estimate of Total Direct Costs
for 2019
Figure 7 compares the average direct costs of
production for the Single Suckling and Cattle
Finishing enterprises in 2018 with the estimated
direct costs for 2019.
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Figure 8: Monthly EU and Brazilian Steer Prices
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Figure 7: 2018 Direct Costs and Estimated 2019
Direct Costs for Single Suckling (SS) and
Cattle Finishing (CF) Enterprises

The market value of gross output on Cattle Finishing
enterprises is estimated to have declined in 2019,
with lower prices for steer and heifer cattle
observed throughout 2019. In 2019, the market
value of output per hectare on Cattle Finishing
farms is estimated to be €986. The decline in steer
prices is also evident at an EU level. Figure 8 shows
the evolution of EU and Brazil steer prices from
2015 to 2019.
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On average, total direct costs on Single Suckling
enterprises are estimated to have decreased by 5
percent and direct costs on Cattle Finishing
enterprises are estimated to have decreased by 8
percent. These decreases are primarily due to the
decrease in concentrate usage and improved grass
availability. Lower fuel costs in 2019 contributed
towards reducing overhead costs. The overall costs
of production in 2019 are estimated to have
decreased by 3 percent on Single Suckling farms and
by 5 percent on Cattle Finishing farms.

3.2

Estimated Output Values 2019

The market value of gross output on Single Suckling
enterprises is estimated to have declined in 2019,
with lower prices for young cattle observed
throughout 2019. The introduction of the BEAM
scheme and the BEEP scheme mean that average
Gross Output will be similar to the levels observed
in 2018. In 2019, the value of output per hectare on
Single Suckling farms is estimated to be €927. Gross
Output is likely to have declined on farms, which
have not participated in the BEAM scheme.
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Source: DG Agriculture and Rural Development and Consorcio
de Exportadores de Carnes Argentinas ABC

Figure 9 presents average R3 steer and weanling
prices for the period 2007 to 2019 and an estimate
for 2019.
Figure 9: Irish Cattle Prices 2007 to 2019
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The estimated average R3 base steer price for 2019
of around €358/100kg (Excluding VAT) represents a
6.5 percent decrease on the price level in 2018. The
average decrease in young bull prices in 2018 is
larger, with prices in 2019 estimated to be
approximately 9.5 percent lower than in 2018.
These estimates exclude the bonuses agreed under
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the Irish beef sector agreement, which provide for a
small improvement in Irish cattle prices in Q4 2019
and beyond (DAFM 2019c).
Gross output per hectare on Single Suckling farms
varies according to the level of profitability. The
most profitable one third of Single Suckling
enterprises, due to higher stocking rates and other
factors, continue to achieve significantly higher
output per hectare (€1,321 per hectare) as
compared to the average (€859 per hectare) and
least profitable (€608 per hectare) enterprise
groups.
Gross output per hectare in 2019 was on average
higher on Cattle Finishing enterprises than on Single
Suckling enterprises. This largely reflects the higher
stocking density per hectare on these farms. The
average level of gross output per hectare for Cattle
Finishing enterprise in 2019 is estimated to be
€1,081 (a decrease of 1 percent on the level in
2018).
Figure 10: 2018 Gross Output for Single Suckling
(SS) and Cattle Finishing (CF)
Enterprises and Estimate for 2019
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the BDGP programme. The BDGP has an annual
budget of €52m. The BEEP has an annual budget of
€20m. In our analysis, the return per hectare in 2018
and 2019 is estimated to be €22 per hectare from
participation in the BDGP scheme. It is assumed that
the return per hectare for the BEEP scheme in 2019
will be €14 per hectare.
The above estimates represent the estimates for all
cattle farmers. However, non-recipients of these
schemes represent a large share of all cattle farmers
and receive no payments on a per hectare basis. For
recipients of these schemes, the actual payments
per hectare are therefore significantly larger than
the average estimates suggests.
Again, as with Single Suckling enterprises, there is a
large degree of variation in the value of gross output
per hectare between the least profitable, average
profitability and most profitable groups of Cattle
Finishing enterprises. The most profitable Cattle
Finishing enterprises are estimated to have
produced an average level of gross output per
hectare (€1,898 per hectare) that was 350 percent
higher than the average value of output per hectare
on the least profitable group of Cattle Finishing
enterprises (€540 per hectare).

3.3

Beef Enterprise Margin Estimates
for 2019

As shown in Figure 7, the estimated expenditure on
concentrate feed by finished cattle enterprises
decreased in 2019. Decreased feed volumes
combined with a small increase in feed prices are
estimated to have led to significantly lower overall
expenditure on purchased feed.
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In our estimates and forecasts for 2019 and 2020,
we have incorporated the payments made to cattle
farmers under the Government’s BEAM, BDGP and
BEEP schemes. The payments under these schemes
are contingent on farmers undertaking specified
measures. In the case of the BDGP and BEEP
schemes, these may involve additional costs.
Nevertheless, payments under the BGDP and BEEP
are still likely to add to participant’s output value.
However, not all farmers with suckler cows will be
able or want to participate in the programme.
Current information indicates that approximately
24,000 farms with 580,000 cows are participating in

The reduced feed expenditure on Single Suckling
enterprises plays a role in offsetting some of the
negative impact of lower young cattle prices in
2019. The reduced feed expenditure plays a larger
role in helping to improve margins for cattle
finishing enterprises. For both enterprises, the
introduction of the BEAM and BEEP schemes are the
main factors in the improved margins earned.
On both the Single Suckling and Cattle Finishing
enterprises the expenditure on pasture and forage
costs decreased in 2019. Total direct costs on both
cattle rearing and cattle finishing enterprises are
estimated to have decreased in 2019.
On single suckling enterprises in 2019, the margins
improved slightly relative to 2018 but the net
margin remains negative as a result of the lower
young cattle prices. Single Suckling enterprises in
Outlook 2020 | Cattle
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2019, are on average estimated to have earned a
negative net margin of €68 per hectare and farmers
that are not participating in the BDGP are likely to
have incurred larger negative net margins.
For the cattle finishing enterprise, gross margins are
estimated to have improved in 2019 due to the
lower direct costs of production and the
introduction of the BEAM payments. Cattle
Finishing enterprises are however, estimated to
have earned a negative net margin of €52 per
hectare.
Table A1 and Table A2 decompose the Single
Suckling and Cattle Finishing population into 3
groups of equal number on the basis of profitability
(gross margin per hectare) and presents estimates
of gross output, direct costs, gross margin and net
margin for 2019.
For both the Cattle Finishing and Single Suckling
enterprises, only the top one third of farmers are
estimated to have earned positive net margins in
2019. For both the Cattle Finishing and Single
Suckling enterprises, the middle and bottom third of
farmers experienced negative net margins. This
highlights the persistent profitability challenges in
Irish beef production.

4. Outlook for 2020
In this section, we forecast the expenditure for
various input items, the beef price that is expected
to prevail in 2020 and the incomes from the
production of cattle in 2020.

4.1

The Outlook for Input Expenditure
4.1.1 Feedstuffs in 2020

Global cereal and oilseed futures market prices
point to some decrease in feed prices in 2020.
Cereal and other feed ingredient input prices have
decreased in 2019 as compared to 2018. The 2019
harvest price for cereals and oilseeds will affect the
price of feed in the back end of 2020. At this stage,
our estimate for world cereal and oilseed prices in
2019 is for a significant decrease relative to 2018.
For 2020, our feed use forecasts are based on an
assumption of normal grass growing conditions. We
therefore forecast no significant change in feed use
per livestock unit in 2020. The cattle population on
finished cattle enterprises is forecast to decline
slightly in 2020. There exists however, a significant
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backlog of cattle to be slaughtered in early 2020 and
this will affect overall feed use in Q1 2020.
With cattle feed prices forecast to be lower in 2020,
our forecast is for a 6 percent decrease in overall
feed expenditure on Cattle Finishing enterprises. It
is projected that a small reduction in livestock
numbers (per hectare) will occur on the Single
Suckling enterprises. This projected reduction is
attributed to the participation of some Single
Suckling farms in the BEAM scheme. Under the
BEAM scheme, participating farms are required,
over a two year period, to reduce the production of
bovine livestock manure nitrogen by 5 percent. This
rule essentially involves an equivalent reduction in
livestock numbers, which may be spread over two
years (DAFM 2019b).
It is therefore estimated that a 6 percent decrease
in overall feed expenditure will occur on Single
Suckling enterprises during 2020.

4.1.2 Fertiliser in 2020
Given the developments in global supply and global
demand, the outlook for international fertiliser
prices in 2020 is for prices for most fertilisers to
decrease relative to 2019 levels. This will mean that
fertiliser prices in 2020 are forecast to be on
average 7 percent lower than in 2019.
Fertiliser use on grassland farms was significantly
lower in 2019 than in 2018. In our 2019 forecast, we
assume that on average fertiliser use will be down
approximately 1 to 2 percent relative to the 2019
level.
With lower prices and a reduction in fertiliser usage,
our forecast for total expenditure on fertiliser is
decrease of approximately 8 to 9 percent in 2020
relative to 2019. With contracting charges projected
to increase by 1 percent in 2020, total expenditure
on pasture and forage by Irish cattle farmers in 2020
is forecast to decrease by approximately 3 to 4
percent relative to the 2019 level.

4.1.3 Energy and Fuel in 2020
An analysis of futures prices indicates that Brent
crude oil prices will be close to $59 over the course
of 2020. This equates to close to €56 pb at a US
dollar/euro exchange rate of $1.10, which would
represent a decline of 4 percent in euro terms.
Budget 2020 included additional fuel taxes, which
will add to the fuel price at the point of
consumption. The available information suggests no
change in farm level fuel prices will occur in 2020.
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Electricity prices are also projected to decline in
2020. This would leave expenditure per hectare on
energy and fuel significantly lower in 2020.

4.1.4 Other Direct and Fixed Costs
in 2020
Increases in the cost of labour are forecast for 2020
due to continuing growth in the Irish economy,
however, on the average Irish cattle enterprises
hired labour costs are very small and inflation in
labour costs is not expected to have a major impact
on costs of production. General inflation is likely to
continue to be low and lead to an increase in other
direct costs of 1 percent. Other overhead (fixed)
costs are forecast to remain unchanged in 2020.

4.2

The Outlook for Cattle and Beef
Markets 2020

Ireland exports close to 90 percent of its beef
production (CSO 2019c). Conditions in markets to
which Irish beef and cattle are exported largely
determine Irish cattle prices; though supply
developments in Ireland can cause Irish cattle prices
to deviate from export market prices over the short
run.
Figure 11 illustrates the destinations of Irish beef
exports in 2019 (year to end of September). The
continuing dominance of the UK in Ireland’s beef
exports is clear as is the relatively minor role of
extra-EU markets in the current Irish beef export
mix. The dominance of the UK largely reflects the
relative profitability of the UK as an export
destination.
Figure 11: Estimate of Irish Beef Export Markets
by Volume in 2019
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In 2019, a substantial increase in the share of
exports to the rest of the world (ROW) is evident

with this share rising from 4 percent in 2018 to 11
percent in 2019. The increase in exports to China
contributes significantly to this rising share of ROW
exports. A continuation of the growth in beef
exports to China could contribute positively to beef
prices over the medium to longer term. The
increase in ROW exports reduces the exposure of
the Irish beef sector to the risks associated with
potentially adverse Brexit outcomes. This decline in
risk exposure can positively influence price
formation in the short-term.
Developments in the sterling exchange rate since
the calling of the UK Brexit referendum have
dramatically reduced the euro value of Irish beef
exports to the UK market (relative to what they
would have been if the referendum had not been
called). Over the medium to longer term, the
introduction of any barriers to trade between the
UK and Ireland (and other EU member states) will
also be reflected in lower Irish cattle prices.
In the short run, the outlook for finished cattle
supplies and for beef supply in Ireland are
determined by the current inventories of animals
aged 1-2 years. Data from the Department of
Agriculture, Food and the Marine AIMS database
provide insights into developments in these
inventories. Inventories for animals aged 18-24
months of age are similar to the levels observed in
2018. At the same time, inventories for animals
aged 12-18 months of age are lower than the levels
observed in 2018. This indicates that in 2020,
supplies of finished cattle will decrease moderately
relative to current (2019) levels.
The backlog of cattle will however, contribute to
overall beef production in 2020. In 2020, aggregate
production of beef in Ireland is forecast to be stable
relative to 2019. A significant backlog of cattle will
be slaughtered in Q1 2020. We therefore forecast
no change in overall beef production for 2020.
In the rest of the EU, supplies of cattle for slaughter
in 2020 are likely to be lower than 2019. Overall EU
production of beef in 2020 will be slightly lower
relative to 2019.
In the medium term (beyond 2020) inventories of
breeding animals are the key determinant of beef
supply. Figure 12 illustrates the recent trends in
dairy and beef cow inventories in the EU (readers
should note that the different scales on right and
left axes). In anticipation of the abolition of milk
quotas in April 2015, the numbers of dairy cows in
Outlook 2020 | Cattle
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the EU increased, however low levels of profitability
in recent years has effectively halted and reversed
this trend.
Dairy cows now account for approximately two
thirds of the stock of cows in the EU. Under the CAP,
many Member States have introduced coupled
direct payments related to both numbers of dairy
and suckler cows and these policy measures will
mitigate the impact of on-going low levels of
profitability on cow numbers.
Figure 12: EU28 Cow Numbers (June) 2006 - 2019

Our forecast is that Irish cattle prices will be slightly
higher in 2020 relative to 2019. The bonuses from
the Irish beef sector agreement contribute to this
forecast. In our forecasts, we assume that the
current (mid-November 2019) exchange rate
between the euro and sterling will prevail through
all of 2020. The current backlog of cattle provides an
unusually large supply for slaughter in Q1 2020,
which is likely to depress prices in the early months
of the year.
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slightly lower in the UK (AHDB, 2019a) while the
outlook for EU cattle prices is for no change.
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Over the medium term, however, the greater
profitability of dairy production in the EU, when
compared to suckler cow production, is likely to
lead to an increase in the share of dairy cows in the
total EU breeding cow stock. Developments in dairy
production and dairy cow numbers will increasingly
dictate the volume of EU beef production and
specialised beef producers will increasingly see, in
the post-quota world, their economic fortunes
buffeted by developments in cattle supplies that
originate in the dairy sector.
The outlook for EU (and Irish) finished cattle prices
depends importantly on the prospects for beef
demand in the UK and the Eurozone, and on
developments in the euro exchange rate with the
pound sterling.
The macroeconomic outlook for the Eurozone is for
a continuation of slow growth with some remaining
uncertainty around the post-Brexit relationship
with the UK. Wider international issues relating to
emerging barriers to trade are contributing to the
low
growth
expectations.
The
forecast
macroeconomic outlook for the UK, the Irish beef
sector’s largest export market is towards weak
economic growth (HM Treasury, 2019). While the
UK economy continues to grow, Brexit is expected
to lead to modest rates of growth in 2020. Beef
production is forecast to be stable in Ireland and
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The forecast higher price of finished cattle is
unlikely to have a major impact on calf, weanling
and store cattle prices in Ireland. Our forecast is that
prices for weanling and store cattle will increase by
2 percent in 2020 relative to 2019 levels. Calf prices
have been on a downward trajectory in 2019 and
this trend is expected to continue in 2020.

4.2.1 Outlook for Beef Enterprise
Net Margins in 2020
Figure 13 compares the estimated and forecast
average direct costs per hectare in 2019 and 2020
for the Single Suckling and Cattle Finishing
enterprises. Gross output for the Single Suckling
enterprises is forecast be similar to the estimated
2019 levels. On Single Suckling farms, the
expenditure on feed is forecast to decline slightly in
2020.
Despite the significant backlog of cattle for
slaughter that arose in 2019 thereby affecting the
level of feed use in 2019, a small decrease of 1
percent in concentrate usage is forecast for 2020.
This forecast decline is attributed to the conditions
of the BEAM scheme, which are likely to result in a
decline in the livestock intensity on Cattle Finishing
farms in 2020. On both enterprises, the pasture and
forage expenditure is also expected to decrease
slightly.
In 2020, Gross margins for Single Suckling
enterprises are forecast to increase by 1 percent to
€416 per hectare. Net margins for the Single
Suckling enterprise are forecast to improve slightly
in 2020, but on average remain negative. On the
Single Suckling enterprise, a negative average net
margin per hectare of €64 is forecast.
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Figure 13: Estimated Direct Costs for 2019 and
Forecast Direct Costs for 2020
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The forecast decrease in gross margin per hectare
on Cattle Finishing farms in 2020 is 2 percent. This
decline is largely attributed to the positive impact of
the exceptional aid package in 2019.
Net margins on average on Cattle Finishing farms
are therefore forecast to decline in 2020, with a
forecast average negative net margin of €60 per
hectare. For Cattle Finishing enterprises, the
forecast increase in finished cattle prices and the
forecasted decline in feed prices will be influential.
The forecast average margins earned on the least,
average and most profitable of the Single Suckling
and Cattle Finishing enterprises in 2020 are
presented in Table A3 and Table A4.

5. Concluding Comments
The protracted dispute on cattle prices and incomes
between beef farmers and beef processors led to
the severe disruption of meat production during the
late summer of 2019. While the dispute appears to
have been resolved the low cattle prices and
associated incomes from beef farming continued in
2019 and the decrease in finished and young cattle
prices played major roles in influencing margins for
both the Cattle Finishing and Single Suckling
enterprises. The introduction of the BEAM and BEEP
schemes helped support Gross output and Gross
margins on Single Suckling farms and particularly on
Cattle Finishing farms.
For Single Suckling enterprises, the decline in young
cattle prices cancelled out the benefits of reduced
feed costs. Prices for younger cattle declined
significantly in 2019 with the extent of the price
decline depending on the age category and quality
of the animal.

In 2019, the price for most categories of Irish
finished cattle prices decreased by approximately 6
percent with larger declines of 9 percent for young
bulls. On cattle finishing enterprises, the substantial
decrease in the costs of production was offset by
the negative impact of lower output prices.
The estimated gross margins earned in 2019 on
Cattle Finishing enterprises have however,
improved relative to 2018. This improvement in the
gross margin is largely attributed to the receipt of
the BEAM payments. In 2019, we estimate that the
net margin earned on the average Cattle Finishing
enterprise remains negative. In addition, we
estimate that the net margin earned on the average
Single Suckling enterprise remains firmly negative in
2019 and has only marginally improved on 2018.
Our forecast for 2020 is for a moderate increase in
Irish cattle prices. This improved outlook is due to
the introduction of the bonuses under the Irish beef
sector agreement and the assumption that the
euro-sterling exchange rate remains at the midNovember 2019 level. The current backlog of cattle
is likely to continue to place downward pressure on
beef prices in the immediate future. It is expected
that this issue will be fully rectified in Q2 2020 with
a return to lower supply levels. Forecast increases in
pig meat prices in the EU will also reduce the
tendency for consumers to substitute away from
beef and will support the beef share of meat
consumption.
Exchange rate developments in 2020 will have a
major bearing on the extent to which the Irish price
developments diverge from average EU price
developments. The beef sector in Ireland continues
to depend on the UK market and a further
strengthening of sterling in 2020 could lead to a
more optimistic outcome for Irish cattle prices.
However, it should be noted that such a
development while positive from an output value
perspective would also likely lead to some offsetting
increases in some input prices.
The levels of profit forecast for the Cattle Finishing
enterprises are lower than the average observed
over the period 2015-2018. In the case of the Single
Suckling enterprises, the levels of profit forecast are
also lower than the average of the period 20152018. The profitability of the average Single Suckling
and Cattle Finishing enterprise, when decoupled
direct payments are excluded, has for most of the
recent past been negative. On Single Suckling
enterprises, the farmers’ output value for most
Outlook 2020 | Cattle
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years (2015 was an exception) has been lower than
the total costs of production. While the top one
third of both Single Suckling and Cattle Finishing
enterprise often earn positive net margins, most
enterprises are persistently failing to cover their
costs of production with the value of output sold.
This on-going lack of profitability reflects the
structure of the industry and its high costs.
The ongoing chronic profitability challenge faced by
Irish beef farmers, and especially by Single Suckling
farmers may be exacerbated by the impact of
Brexit. The urgent challenge facing the wider Irish
beef industry will be to develop new markets for
Irish beef that can begin to reduce the dependence
on the UK market that has traditionally been
Ireland’s second “home” market.
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Table A1: 2018 and Estimated 2019 Financial Performance per hectare: Single Suckling Enterprise
Most Profitable

Average
Profitability

Least Profitable

Average

1,327
615
190
271
154

854
496
146
244
106

601
514
171
249
94

924
541
169
255
118

Gross Margin 2018
Overhead Costs 2018

712
637

358
465

87
349

382
482

Net Margin 2018

75

-108

-262

-100

1,321
585
166
264
156

859
472
128
237
107

608
487
149
242
95

927
514
147
248
119

Gross Margin 2019
Overhead Costs 2019

736
635

387
464

121
348

413
480

Net Margin 2019

101

-76

-226

-68

Gross Output 2018
Direct Costs 2018
Concentrate Costs
Pasture and Forage Costs
Other Direct Costs

Gross Output 2019
Direct Costs 2019
Concentrate Costs
Pasture and Forage Costs
Other Direct Costs

Source: Teagasc National Farm Survey Single Suckling Enterprise Fact Sheet 2018 (Teagasc NFS, 2019a) and Authors’ Estimates 2019

Table A2: 2018 and Estimated 2019 Financial Performance per hectare: Cattle Finishing Enterprise
Most Profitable

Average
Profitability

Least Profitable

Average

1,961
1,117
688
298
131

821
463
179
217
67

539
465
195
212
58

1,097
676
350
242
85

Gross Margin 2018
Overhead Costs 2018

844
729

358
437

74
381

420
513

Net Margin 2018

116

-79

-306

-92

Gross Output 2019
Direct Costs 2019
Concentrate Costs
Pasture and Forage Costs
Other Direct Costs

1,898
857
427
298
132

828
461
177
217
68

540
455
185
212
59

1,081
622
295
241
86

Gross Margin 2019
Overhead Costs 2019

1,041
729

367
437

84
381

459
511

312

-70

-296

-52

Gross Output 2018
Direct Costs 2018
Concentrate Costs
Pasture and Forage Costs
Other Direct Costs

Net Margin 2019

Source: Teagasc National Farm Survey Cattle Finishing Enterprise Fact Sheet 2018 (Teagasc NFS, 2019b) and Authors’ Estimates 2019
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Table A3: Forecast 2020 Single Suckling Enterprise Financial Performance per hectare
Most Profitable

Average
Profitability

Least Profitable

Average

1,369
568
156
255
157

833
457
120
229
108

549
470
140
234
96

914
498
139
239
120

Gross Margin 2020
Overhead Costs 2020

801
633

375
463

78
347

416
480

Net Margin 2020

168

-87

-269

-64

Gross Output 2020
Direct Costs 2020
Concentrate Costs
Pasture and Forage Costs
Other Direct Costs

Source: Authors’ forecast 2020

Table A4: Forecast 2020 Cattle Finishing Enterprise Financial Performance per hectare

Gross Output 2020
Direct Costs 2020
Concentrate Costs
Pasture and Forage Costs
Other Direct Costs
Gross Margin 2020
Overhead Costs 2020
Net Margin 2020

Most Profitable

Average
Profitability

Least Profitable

Average

1,869

782

514

1,045

820
402
286
132

442
166
208
68

436
174
203
59

595
277
232
86

1,049
729

340
437

78
381

451
511

320

-96

-303

-60

Source: Authors’ forecast 2020
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Review of Sheep Farming in 2019 and Outlook for 2020
Anne Kinsella and Kevin Hanrahan
Agricultural Economics and Farm Surveys Department, Teagasc

For this paper, data from farms in the Teagasc
National Farm Survey (NFS), which have a midseason lowland lamb enterprise, are used together
with data from the Central Statistics Office (CSO),
European Commission DG Agri and Eurostat to
analyse the financial performance of Irish sheep
farms. Estimates of enterprise margins for 2019 are
based on 2018 Teagasc NFS data and on CSO price
indices for the year to date (CSO, 2019a) and
preliminary CSO estimates for 2019 (CSO, 2019b).
Forecasts for sheep enterprise margins for 2020 are
based on our estimates of margins for 2019, and our
forecasts of input and output price and volume
changes in 2020.
We begin the paper with a brief review of the
outturn for Family Farm Income (FFI) for the
Teagasc NFS mainly sheep farms in 2018. A detailed
assessment of the 2018 mid-season lowland lamb
enterprise margins is then presented in section 3.
This is followed by an overview of the current short
term outlook for European and Irish sheep markets
in section 4. Estimates and forecasts of margins for
the mid-season lowland lamb enterprise for 2019
and 2020 are then presented in sections 5 and 6.
The mid-season lowland lamb enterprise is the
predominant lowland sheep system in Ireland. In
our analysis we have limited the sample analysed to
those enterprises with more than 20 breeding ewes.
In our analysis of enterprise margins for 2020 we
have assumed that the Sheep Welfare Scheme
payment will continue in 2020. As in 2019, we have
assumed that the payment will be paid on a per ewe
basis, at a rate of €10 per ewe. At an average
stocking rate of approximately 7 ewes per hectare,
this is equivalent to about €70 per hectare. This
payment is incorporated in estimates of enterprise
output for 2019 and forecasts for 2020 because it is
linked to production.

2. Review of the Economic Performance
of Sheep Farms in 2018
FFI on those farms classified by the Teagasc NFS as
mainly sheep farms declined by 23 percent in 2018,
to an average of €13,297. The average FFI earned on
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these farms for the period 2013 through 2018 is
shown in Figure 1.
Figure 1: Average Income on Mainly Sheep Farms
in Ireland: 2013 to 2018
20,000
15,000

€/farm

1. Introduction

10,000
5,000
0
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Source: Teagasc National Farm Survey (various years)

The decline in FFI on sheep farms in 2018 was due
to increased production costs. Direct costs
increased by 15 percent on average, with purchased
concentrate costs increasing by almost one third
relative to 2017. The 2 percent increase in direct
payments for these farms was primarily due to the
continuation of the Sheep Welfare Scheme which
augmented margins on the average sheep farm in
2018.
The mixed nature of most Irish sheep farms means
that developments affecting non-sheep enterprise
profitability can significantly influence the income
performance of sheep farms. It is important to note
that farms classified as Mainly Sheep include both
specialist sheep and also a sub category of farms on
which sheep and cattle are combined. Of the total
gross output on these mainly sheep farms circa one
third pertains to gross output from the various
cattle enterprises. For the 2019 year the mainly
sheep farm gross output will also be inclusive of
payments to farmers under the Beef Exceptional Aid
Measure (BEAM) and Beef Environmental Efficiency
Pilot (BEEP) schemes.
In 2018 the value of cattle and crop output on farms
classified as sheep farms by the Teagasc NFS
increased while the output value of sheep
production declined.
In the remainder of this paper we focus exclusively
on the mid-season lamb enterprise as the unit of
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analysis. This allows us to isolate the impact of
developments in sheep output prices and related
costs of production on the profitability of Irish
sheep production. All enterprise margins are
exclusive of payments that are decoupled from
production. However, enterprise margins for midseason lowland lamb do include coupled payments.
In 2019 and 2020, payments to farmers
participating in the Sheep Welfare Scheme will
boost the value of gross output and margins per
hectare.

3. Sheep Margins in 2018
Changes in the value of output, costs and gross
margin per hectare for the mid-season lowland
lamb enterprise in 2018 are shown in Table A1 of
the Appendix to this paper. For 2018, the value of
gross output for mid-season lamb enterprises
declined by 1 percent. The main driver of this
output value decline was a reduction in the volume
of carcass output per hectare that was due to
increased lamb mortality and lower numbers of
ewes per hectare in 2018. In 2018 the stocking rate
of ewes per hectare declined by 6 percent. When
combined with a 5 percent decline in the in the
weaning rate per ewe, overall estimated lamb
carcass per ha declined by 9 percent.
In 2018 total direct costs per hectare on the average
mid-season lamb enterprise increased by 7 percent.
Pasture and forage costs increased by 13 percent
relative to 2017, while expenditure on concentrate
feed increased by 10 percent. Gross margins in
2018 decreased by 6 percent relative to 2017, due
to growth in the direct costs of production which
outpaced the growth in output value.
Historically, there has been a wide range in the
profitability of sheep farms operating the midseason lamb system. In part, this range in
profitability is reflective of differing agronomic
conditions such as soil quality which limit the
capacity of some farms to increase their intensity of
production
For comparison purposes, in Table A2 (in the
appendix) mid-season lowland lamb enterprises are
ranked on the basis of gross margin per hectare, and
assigned to three equally sized groups which we
have termed least profitable, average and most
profitable. The average levels of output, direct costs
and gross and net margin per hectare, as well as
indicators of technical performance across these
three groups, can then be compared.

The most profitable one third of mid-season lamb
enterprises earned an average gross margin per
hectare of €1,184 per hectare in 2018, while farms
in the bottom group earned an average gross
margin of only €180 per hectare. Top producers
earned, on average, 6 times more per hectare than
their counterparts in the bottom group.
The large difference between the value of output
per hectare across the three groups of farms is due
to differences in their weaning and stocking rates.
Higher levels of technical performance are reflected
in an average carcass output per hectare of 281 kg
on the most profitable mid-season lamb
enterprises, versus 143 kg on the least profitable
enterprises.
These very large differences in gross margin earned
per hectare reflect a large variation in the intensity
of production across the farm population, but also
differences in direct costs per hectare (see Table A2
in the Appendix). Total direct costs per hectare are
highest for the group with the highest level of
profitability, but these are only marginally higher
than the costs incurred by the bottom group (€569
versus €564).
When direct costs of production per kg of lamb
carcass produced are compared, the impact of
different levels of production intensity per hectare
can be taken into account. Direct costs of
production per kg of lamb carcass produced on the
least profitable farms are 96 percent higher than on
the most profitable.
With the decline in gross margin earned in 2018 and
the increased sheep enterprise overhead costs, the
average net margin for the mid-season lamb
enterprise declined dramatically in 2018 to €116 per
hectare. This represents a 38 percent decrease on
the net margin earned in 2017. As the data in Table
A2 indicate, the large variation in gross margin
earned per hectare is also reflected in a variation in
net margins earned. The most profitable midseason lowland lamb enterprises, on average,
earned a net margin of over €575 per hectare while
the least profitable lowland lamb enterprises had
on average negative net margins (i.e. losses) of €292
per hectare.

4. Sheep Meat Markets: Review of 2019
The bulk of Irish sheep meat production is destined
for foreign markets with 56,000 tonnes (cwe) of
sheep meat exported. In 2018, over three quarters
of Irish sheep meat production was exported (CSO,
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Continental EU markets account for the majority of
Irish lamb exports, with almost one third of all
exports destined for the French market. Although
France still remains the most important sheep meat
export destination in 2019 it now comprises a lower
share of volume exports than in 2018 and earlier
years. On a year to date basis, up to the end August,
total exports are up 1.8 percent, with exports to the
UK growing strongly, while exports to Germany and
Belgium contracted. The share destined for the UK
market in 2019 accounted for an estimated 27
percent of Irish sheep meat exports, a higher
proportion of total trade than in more recent years,
as illustrated in Figure 2.
Figure 2: Irish Sheep and Lamb Meat Exports
(Volume) by Destination in 2019
FR
31%

BE
6%

UK
27%

Other EU
11%
DE
8%

SE
8%

ROW
9%

Source: Eurostat COMEXT database, year to August 2019 (ROW
= Rest of World)

In the UK, the breeding flock was around 4 percent
smaller year-on-year (DEFRA, 2019). Such a large
change in the breeding flock is unusual and had not
been seen in over 10 years in the UK. AHDB (2019)
estimates that the breeding flock contracted to
14.1m head and forecasts that flocks will continue
to contract in 2020. With no recent data available,
the 2019 UK lamb crop continues to be forecast at
16.5 million head.
UK sheep slaughterings to September 2019 were up
6.9 percent on September 2018, with mutton and
lamb production 8.4 percent higher than in
September 2018. In the 2019 calendar year, AHDB
forecasts UK sheep meat imports of 79,700 tonnes,
a 13 percent year-on-year reduction. Consumption
of sheep meat in the UK has long been in decline,
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with consumption in the UK in 2019 estimated to be
lower than in 2018.
As a result of increased exports of sheep meat from
New Zealand and Australia to China (ABARES 2019,
Beef & Lamb New Zealand 2019), EU sheep meat
imports have declined year on year in 2019. The
less favourable exchange rate between the pound
sterling and the NZ dollar also had an impact on this
EU sheep meat import decline. For EU sheep meat
exports, declines in exports to Hong Kong have been
compensated by increased exports to other
destinations, so that overall exports for 2019 have
remained relatively stable.
With stable EU exports and production, the
expectation is that EU consumption for 2019 as a
whole will decline. This weakness in EU demand is
the principal driver of the lower EU prices estimated
for 2019.
The CSO June 2019 data show that the total number
of sheep was 5.14m, representing a marginal
increase of 33,000 on the June 2018 level. Irish
sheep throughput, for the year to date, is lower in
2019 than in 2018. A comparison of September
2019 and September 2018 slaughter figures, show
that sheep slaughter has decreased by 15.9 percent
(DAFM, 2019b).
The number of ewes slaughtered for the year to
date is 20 percent lower than in 2018 (DAFM
2019b). This decline in ewe numbers slaughtered is
due to the lower stock of breeding ewes (CSO,
2019e) and the diversion of female lambs to the
breeding flock.
Monthly sheep slaughter data for 2017, 2018 and
2019 are shown in Figure 3.
Figure 3: Monthly sheep slaughterings 2017 2019 (‘000 tonnes)
14
12

'000 tonnes

2019d). Irish self-sufficiency in sheep meat
increased from 335 percent to 358 percent between
the years 2015 to 2017, declining in 2018 to 319
percent. This reliance on the export market means
that understanding likely lamb price developments
on Ireland’s export markets is critical in assessing
the prices that Irish sheep farmers are likely to
receive.
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This indicates that throughput in 2019 for the year
to the end of September is well behind previous
years. Some of this decrease is due to the impact of
the beef dispute on sheep slaughter in summer
2019, and higher slaughter in Q4 2019 should
partially offset the negative impact on sheep output
volume.

5. Estimated Sheep Gross Margins 2019
To obtain an estimate of farm profitability for 2019,
it is necessary to estimate the volume and price of
inputs likely to have been used in producing lambs,
as well as the volume and value of the lamb
produced. In our estimates for 2019 (and forecasts
for 2020) we have assumed that the volume of
spring lamb produced per hectare nationally
remains constant and this is reflected in weaning
rates and stocking rates in 2019 and 2020 in line
with those reported in 2018. It is also assumed that
in 2019 (and 2020) the Sheep Welfare Scheme will
add approximately €50 per hectare to the value of
gross output on the average mid-season lamb
enterprise in 2019.
Irish lamb prices for 2019 began strongly and for Q1
2019 were almost on a par with the same period in
2018 (Figure 4). By Q2 of 2019 prices had fallen
almost 6 percent behind 2018 price levels. At the
time of writing (November 2019) the weighted
prices continue to remain almost 6 percent lower
than in 2018.
Figure 4: Weekly Irish Lamb Price, 2017 – 2019,
Average 2014-2018
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Our estimate is that Irish lamb prices in 2019 will be
5.6 percent lower than in 2018. The volume of lamb
output per hectare is assumed to remain stable in
2019. Consequently, our estimated lower lamb
price is fully reflected in lower output value per
hectare in 2019.
The main direct costs of production for Irish sheep
farms are purchased feed, pasture and forage costs.
Overall, input costs are estimated to have
decreased in 2019. As a direct consequence of the
more favourable weather conditions, the quantity
of both concentrate feed and fertiliser used in 2019
will be well below 2018 levels.
Purchased concentrate feed accounts for 40
percent of total direct input expenditure on the
average mid-season lowland lamb system. Over the
course of 2019, purchased sheep feed prices are
estimated to have increased by 4 percent. This price
increase, coupled with a 24 percent decline in the
volume of purchased concentrate feed, means that
for 2019 expenditure on concentrate feed is
estimated to have declined by 21 percent.
Pasture and forage costs typically account for 30
percent of total direct costs on the mid-season
lowland lamb system. Fertiliser prices are estimated
to have increased by 6 percent in 2019. Fertiliser
sales data from DAFM indicate that the volume of
fertiliser sales in 2019 has decreased. In our
estimates for 2019 we have assumed a 9 percent
decline in the volume of fertiliser used by midseason lowland enterprises in 2019. Spending on
contracting charges in 2019 is estimated to have
decreased, with overall expenditure on pasture and
forage estimated to have declined by 5 percent,
compared to 2018.
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This lower Irish price reflects lower prices in the EU
for heavy lamb, which are expected to persist over
the remainder of 2019. With the seasonal reduction
in lamb prices currently underway, it is estimated
that average prices for 2019 as a whole will be
significantly below the 2018 level.

In 2019, total direct costs of production on the midseason lowland lamb enterprise are estimated to
have declined by over 10 percent on 2018 levels.
Overhead costs of with the total cost of production
on the mid-season lamb enterprise estimated to
have decreased by just under 6 percent relative to
2018.
Despite lower costs of production and the receipt of
payments from the Sheep Welfare Scheme, lower
marketed output values in 2019 are estimated to
have resulted in lower margins on the average midseason lowland lamb enterprise.
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Figure 5: Irish Lamb Price, 2005 to 2019e, 2020f
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on concentrates in 2020 is forecast to fall by 5
percent.
The price of fertiliser is forecast to decrease in 2020.
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costs on Irish lowland mid-season lamb enterprises
are forecast to decrease by 7 percent in 2020.
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The gross margin earned in 2019 is estimated to
have declined by over 6 percent to €597 per hectare
(see Table A3 in the Appendix). The receipt of
payments from participation in the Sheep Welfare
Scheme boosted the gross margin earned from the
mid-season lowland lamb enterprise in 2019. In the
absence of this coupled payment, the estimated
decline in gross margins would have been closer to
14 percent. Increases in overhead costs in 2019
mean that the enterprise net margin on the midseason lowland lamb enterprise is estimated to
have decreased by almost 32 percent. The
estimated average net margin per hectare on midseason lowland sheep farms in 2019 is €79 per
hectare which is over 30 percent lower than the
€116 net margin earned in 2018.

6. Outlook for the Sheep Enterprise
Gross Margin in 2020
In 2020, Irish lamb prices are forecast to remain
largely unchanged on the estimated 2019 price
levels. This reflects balanced EU supply and
demand, stable lamb imports from New Zealand
and our assumption that the UK effectively remains
within the EU single market following an orderly exit
of the UK from the EU in January 2020.
The outlook for input expenditure in 2020, from the
perspective of Irish sheep farmers, is more positive
than in 2019, with prices of the key inputs to sheep
production forecast to decline. The volume of
inputs used in 2020 is forecast to remain unchanged
(on a per hectare basis), so that total direct and
overhead costs of production are forecast to decline
relative to 2019.
Concentrate prices are forecast to decline in 2020.
The volume of feed use is forecast to remain
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Table A3 (in the Appendix) summarises our
forecasts of output, costs and margins for the midseason lamb enterprise for 2020. Given a stable
outlook for lamb prices in 2020, and a forecast
decrease in direct costs of production, the average
gross margin earned from sheep farming is
expected to increase in 2020.
The forecast 2020 gross margin per hectare for the
mid-season lamb system is €636 per hectare, a 7
percent increase on our 2019 estimate. In 2020,
margins earned on the mid-season lowland lamb
enterprise will continue to be boosted by the
receipt of the coupled Sheep Welfare Scheme
payment.
Total overhead costs for the average mid-season
lamb enterprise are forecast to remain relatively
constant in 2019. As a result of the forecast
reductions in input prices for 2020, total costs of
production are expected to be 2 percent lower in
2020 than in 2019. With increased output value
forecast, net margin per hectare for the average
sheep enterprise is expected to increase in 2020 to
€118 per hectare.

7. Concluding Comments
The average gross margin earned by mid-season
lamb producers in 2019 is estimated to have
declined compared to that earned in 2018. Lower
lamb prices, lower throughput volume and
consequently lower gross output values were only
partially offset by lower input volumes. Higher
input prices offset savings from lower input use
volumes. Direct payment receipts associated with
participation in the Sheep Welfare Scheme are
estimated to have partially mitigated the negative
impact of lower market output on sheep margins.
Our forecast is that 2020 Irish lamb prices will
remain largely on a par with 2019 levels. A modest
increase in output volume side is assumed for 2020
on the basis that the disruption to sheep slaughter
that occurred as a result of the beef dispute during
2019 does not recur in 2020.

ANNUAL REVIEW AND OUTLOOK 2020
Gross margins earned by the average mid-season
lamb enterprise in 2020 are forecast to increase
relative to those estimated for 2019, due largely to
significantly lower costs of production as
concentrate feed prices decline. The gross margin
forecast for 2020 is €636 per hectare, a 7 percent
increase on the estimated gross margin for 2019.
Average net margins are also forecast to also
increase, with the average mid-season lamb
enterprise forecast to earn a net margin of €118 per
hectare in 2020 that is 49 percent higher than that
estimated for 2019.
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Table A1: Average Mid-Season Lamb Output, Direct Costs, Gross Margin and Technical Performance
2018

2019e
€ per ha

Gross output

1,167

Coupled Payments (Sheep Grassland/Sheep Welfare)

1,072

50

50

531

475

Concentrates

235

186

Pasture and Forage costs

152

145

Other direct costs

Direct Costs

143

143

Gross Margin

636

597

Overhead Costs

520

518

Net Margin

116

79

Ewes per ha

8.1

8.1

Lambs per ewe

1.4

1.3

Lamb Carcass (kg) per ha

223

224

Source: Teagasc National Farm Survey and Authors’ estimates for 2019
Note: In calculating the volume of lamb carcass output per hectare an average carcass weight of 20 kg has been used (Hanrahan, 2006)

Table A2: Mid-Season Lamb Output, Costs, Margins and Technical Performance in 2018 by gross margin
grouping
Most Profitable

Average
Profitability

Least Profitable

€ per ha
Gross Output

1,752

1,019

744

Concentrates

264

179

260

Pasture and Forage

164

137

157

Other Direct Costs

141

141

148

1,184

563

180

Net Margin

575

84

-292

Ewe per ha

9.84

6.89

6.10

Lambs per ewe

1.43

1.36

1.17

Lamb carcass (kg) per ha

281.4

187.4

142.7

Dir. costs € per kg carcass

2.02

2.43

3.96

Direct Costs

Gross Margin

Source: Teagasc National Farm Survey
Note: In calculating the volume of lamb carcass output per hectare an average carcass weight of 20 kg has been used (Hanrahan, 2006).
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Table A3: Average Mid-Season Lamb Enterprise Costs, Output, Gross and Net Margin, 2018 – 2020
2018

2019e

2020f

€ per ha
Total Direct Costs

531

475

456

Concentrates

235

186

176

Pasture and Forage

152

145

135

Other Direct Costs

143

143

145

1,167

1,022

1,042

50

50

50

Gross Margin

636

597

636

Overhead Costs

520

518

518

Net Margin

116

79

118

Gross Output
Sheep Grassland /Sheep Welfare Payment

Source: Teagasc National Farm Survey. e Estimate, f Forecast
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Review of Tillage Farming in 2019 and Outlook for 2020
Fiona Thorne
Agricultural Economics and Farm Surveys Department, Teagasc

The downward movement in cereal prices in 2019
was associated with several factors, the most
important of which was an increase in the
production estimates in key cereal producing
regions internationally. Higher production globally
resulted in an increase in stocks and a less
constrained global supply and demand balance in
2019/20.
This paper will consider whether the price
decreases of the 2019 harvest can be considered
atypical or whether prices will continue at these
levels into the 2020 harvest. The paper uses Irish
Teagasc National Farm Survey (NFS) data to conduct
a review of the financial performance of tillage
farms in 2018. Following this, prices and costs are
estimated for 2019 and these are used to produce
an estimate of net margin for the 2019 harvest year.
In the concluding sections of the paper, forecasts
for 2020 are presented.

2. Review of the Economic Performance
of Tillage Farms in 2018
Approximately 6,900 specialist tillage farms were
represented by the Teagasc NFS in 2018. Income on
tillage farms increased by 13 percent year-on-year.
Gross output on a whole farm basis increased by 11
percent, while direct payments decreased by 2
percent. Direct costs and overhead costs increased
on a whole farm basis, by 12 percent and 8 percent
respectively, despite no change in farm size
reported in the sample represented by the Teagasc
NFS. Overall, total costs on a whole farm basis
increased by 10 percent on average. These changes
47
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Figure 1: Average Income on Irish Specialist
Tillage Farms 2014 to 2018
50,000
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Harvest prices in the cereals sector in 2019 were
substantially lower than those achieved in 2018.
However, yields for the majority of Irish cereal crops
were higher than those achieved at harvest 2018.
Straw prices were also generally lower in 2019.
Taken together these developments resulted in
lower gross output values on a per hectare basis in
2019 relative to 2018. There was also some cost
inflation in 2019, with the majority of direct costs
increasing during the year.

resulted in an average Family Farm Income (FFI) in
2018 of €40,650, which is equivalent to a 24 percent
increase on the five year average FFI on tillage
farms.
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Source: Teagasc, National Farm Survey (various years).

To understand the economic performance of tillage
farms in 2018, we begin with a review of the cost
and return structure of the main cereal crops using
NFS data. Figure 2 disaggregates the direct costs of
production for the principal cereal crops grown on
Irish farms in 2018.
Figure 2: Composition of Direct Costs for Cereal
Crops, 2018
1,000

€ per hectare

1. Introduction
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M
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Source: Teagasc, National Farm Survey.

Figure 2 shows that in general, direct costs are
higher for winter sown crops compared to spring
sown crops, due to the higher fertiliser and crop
protection costs incurred in growing winter crops.
However, given that yields are generally higher in
winter sown crops, the more appropriate
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comparative economic indicator is gross margin per
hectare, as shown in Figure 3.
Figure 3: Gross Margins per hectare for Cereal
Crops, 2018
1,600

Figure 4: Cereal Enterprise on Specialist Tillage
System Farms: Net Margin
Distributions, 2018
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To examine the variation in net margins earned by
tillage farms, the sample was divided into three
groups. Farms were classified on the basis of net
margin per hectare; the best performing one-third
of farms labelled high margin, the middle one-third
labelled moderate margin and the poorest
performing one-third labelled as low margin. The
variation in margins across Irish tillage farms is
readily apparent from Figure 4. The net margin per
hectare for the cereal enterprise on high margin
farms in 2018 was €786 compared to €282 on
moderate margin farms and -€202 on low margin
farms. It is important to remember that these
margins include production output only; hence by
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Source: Teagasc, National Farm Survey Data.

While gross margin estimates are useful for
comparative purposes, it is also worthwhile to
examine the shift in net margin over time. However,
for cereal crops it is particularly difficult to allocate
overhead costs and straw output to individual crops
using NFS data. For this reason, the analysis looks
at the net margin of the cereal enterprise of the
entire NFS specialist tillage farming population and
this is shown in Figure 4.

400

-200

S
oats

Figure 3 shows that the average gross margin per
hectare for all winter crops is higher than the gross
margin for equivalent spring sown crops. Winter
barley and winter wheat recorded the highest gross
margins and spring barley the lowest margin of all
cereal crops examined in 2018 (see Table A1 in the
appendix to this paper for further details). The
gross margin per hectare for the two main cereal
crops, spring barley and winter wheat increased in
2018 relative to 2017, by over €100 and €200
respectively.

600

Average

Source: Teagasc, National Farm Survey Data.

3. Estimate of 2019 Performance
This section of the paper presents a review of the
cereal sector in 2019. To provide an estimate of
enterprise margins for the current year, it is
necessary to estimate the volume and price of
inputs that are likely to have been used as well as
the volume and value of outputs produced in 2019.
The ensuing sections of the paper discuss first, the
movements in input prices and usage and second,
the cereal market conditions, harvest yields, and
production in 2019.

3.1

Estimated Input Usage and Price
2019
3.1.1 Fertiliser – Usage and Price
2019

In the early half of the last decade fertiliser costs
typically comprised about 25 percent of direct costs
and just over 10 percent of total costs on tillage
farms. However, as illustrated in Figure 5, fertiliser
types commonly used on tillage farms have
increased substantially in price since 2006. The
price increases in recent years have meant that
expenditure on fertilisers now represents a larger
proportion of costs on tillage farms than previously.
In 2018, fertiliser costs represented about 34
percent of direct costs on tillage farms and
approximately 16 percent of total costs. In
particular, the price of natural gas which is a key
determinant of fertiliser price was the major driving
force behind the upward trend for fertiliser prices
through the second half of the 2000s. Increased
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demand and relatively fixed production capacity
were also factors.
However, following the peak in 2008 and 2009, the
pressure on fertiliser prices has been mixed in more
recent years. There has been upward pressure on
prices in 2019, for tillage farms in particular, where
seasonality of purchase and application has an
influence on overall expenditure for tillage farms.
On a calendar year basis, for winter sown cereal
crops, straight nitrogen based fertiliser prices are
estimated to be up by about 10 percent, whereas P
and K fertiliser products prices are estimated to be
up by about 6 percent in 2019 compared to 2018. It
is estimated here that for the 2018/19 harvest year
in aggregate, NPK fertiliser prices were up by about
8 percent for winter and spring cereal crops.
Figure 5: Irish Farm Gate Price Index of Fertilisers
2006 to 2019
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Straight fertilisers
PK fertilisers
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Source: Central Statistics Office data for 2000 to 2019.

The pattern of fertiliser purchases on cereal farms is
somewhat different from that on grassland farms,
with applications being spread throughout the
sowing and growing season from September of one
year to May or June of the following year,
depending on whether the crop is spring or winter
sown. On this basis, it is sometimes the case that
the fertiliser prices for cereal crops for a calendar
year can be somewhat different to that experienced
for grassland systems over the production year.
During 2019 fertiliser price increases were slightly
greater on cereal farms than on grassland farms due
to the timing of the fertiliser price drop and also due
to the use of different fertiliser products.
On the usage side, DAFM figures indicate that
fertiliser purchases in the 2019 fertiliser year
(October 2018/September 2019) were down on
those recorded for the previous year. Given that
DAFM data on fertiliser purchases refers to all
purchases for grassland and cropland it was
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necessary to consult with farm advisors and
industry sources to evaluate the magnitude of
change in fertiliser usage levels for Irish crop farms
in 2019. Reports from a number of sources indicate
that fertiliser usage per hectare may have
decreased slightly in 2019 due to a reduction in
nutrient off-takes in the previous year, associated
with reduced yields in 2018. Higher winter
plantings may have been negated by the nutrient
off take effect. Overall, there was little scope for
change in the usage of fertiliser on an individual
crop basis per hectare. With little change in
fertiliser usage on crop farms (per hectare) and
upward movement in fertiliser prices, overall
expenditure on fertiliser in 2019 is estimated to
have increased by about 8 percent.

3.1.2 Seed – Usage and Price 2019
Expenditure on purchased seed on crop farms
comprises between 12 and 23 percent of direct
costs for cereal production. In terms of the
composition of total costs, seed represented about
5 percent of total costs in 2018. In 2019, cereal
farmers experienced an increase in seed costs
relative to the previous year due to an increase in
prices for the main cereals at harvest 2018. In
autumn 2018 when seed supplies were purchased
for the 2019 harvested winter crops, blue label seed
costs were trading at about €560 per tonne, which
was about 12 percent higher than in autumn 2017.
This price rise was also evident in 2019 for spring
sown crops.

3.1.3 Crop protection – Usage and
Price 2019
The expenditure on crop protection by specialist
tillage farms in 2019 accounted for 21 percent of
direct costs and 11 percent of total costs. However,
the contribution of crop protection to the
composition of costs can vary significantly
depending on the crop; the percentage spent on
crop protection for winter crops is higher than that
for spring crops. For example, for the winter wheat
crop in 2018, crop protection costs accounted for 33
percent of direct costs, as compared to 26 percent
for spring barley.
Compared to other significant costs on tillage farms,
the increase in the prices of crop protection
products listed by the CSO has been limited over the
recent past. Figure 6 shows that the increase in the
price of crop protection products from 2005 to 2019
was approximately 6 percent and that between
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2018 and 2019 prices are estimated to have
increased by less than 1 percent.

Figure 7: Price Index of Fuel products in Ireland
2005 – 2019

Figure 6: Price Index of Plant Protection products
in Ireland 2005- 2019
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Source: Central Statistics Office and Author’s own estimates.

3.1.4 Energy and Fuel – Usage and
Price 2019
Energy and fuel are important inputs in crop
production. Given that a number of direct and
overhead costs are directly influenced by energy
and fuel prices, the trend in energy prices is of
significance for tillage farmers. In this analysis it is
assumed that hired machinery/contracting and
transport costs, which are components of direct
costs, and fuel and lubricants which are
components of overhead costs, are directly
influenced by energy inflation. These cost items
represented approximately 16 percent of total costs
on tillage farms in 2018.
Based on the CSO estimates presented in Figure 7,
the farm level price of fuel has increased by over 35
percent between 2005 and 2018 (the last full year
for which data is available). As a result of a decrease
in Brent crude oil prices, and a drop in the value of
the euro against the dollar, fuel prices on Irish tillage
farmers decreased by about 2 percent in 2019
relative to 2018. This estimate is based on a
comparison of the agricultural motor fuel index
from the CSO for 2018 and the first nine months of
2019. For winter and spring sown crops the
decrease in energy prices is estimated at around 2
percent. Demand for these input items tends to be
relatively inelastic with respect to price and
therefore it is assumed that usage in 2019 will have
been similar to the 2018 level. Overall expenditure
on fuel related items is likely to be 2 percent lower
in 2019 relative to 2018.

Source: Central Statistics Office and Author’s own estimates.

3.1.5 All other direct and overhead
costs – Usage and Price 2019
Based on CSO estimates for the first nine months of
2019 compared to the same time period in 2018, it
is estimated that ‘other direct costs’ have remained
more or less static.
The average cost of land rental in 2018 on specialist
tillage farms represented 7 percent of total costs.
Given that farm gate cereal prices and margins
increased in 2018, there could be some basis for
assuming a slight increase in land rental prices in
2019. However, the decrease in dairy farm incomes
in 2018 may have mitigated an increase in land
rental prices in 2019, with dairy farmers perhaps
less likely to bid up the price of rented land. Hence,
it is assumed that the average land rental price per
hectare did not increase in 2019. The methods
employed here, which reflect costs per crop
hectare, do not capture changes in the volume of
land rented. For 2019, on a total farm basis, the
actual impact of any changes to total cereal area
(rented or otherwise) will only be fully reflected in
the final Teagasc NFS figures for 2019, which will be
published in mid-2020.

3.1.6 Estimate of Total Input
expenditure for 2019
Total expenditure on all input items is estimated to
have increased in 2019 relative to 2018. The most
significant increase in expenditure occurred for
seed, which is estimated to have increased by about
12 percent between 2018 and 2019. On average,
the estimated increase in total direct costs was
approximately 4 percent in 2019 relative to the
2018 level.
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Figure 8B: Direct Costs in Minor Crops Ireland
2018 and Estimates for 2019
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Source: Teagasc, National Farm Survey Data and Author’s
estimates for 2019.

3.2

Estimated Output Values 2019
3.2.1 Price, yield and moisture
levels in 2019

Unprecedented volatility has been witnessed in
cereal prices in Ireland since 2006, with prices
reaching an historical high in nominal terms in 2012.
After 2012, cereal prices declined and remained
relatively stable, but in 2018, due to lower stock
levels internationally, and top-up loyalty payments
from Irish processors, farm gate feed wheat, barley
and oat prices at 20 percent moisture (paid at
harvest time) increased significantly. Following
from the highs in 2018, the European balance sheet
for cereals and coarse grains in 2019 indicated
higher production levels and ending stock positions,
which resulted in a significant decrease in farm gate
cereal prices in 2019 (see Figure 9). Across most
major crops, it is estimated that on account harvest
prices for cereals in 2019 were down by between 20
and 30 percent on 2018 levels, with merchants in
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some cases paying loyalty bonuses to customers
based on minimum purchase levels.
Figure 9: Farm Gate Cereal Prices (major crops),
2007-2019
€ per tonne (20% moisture)

Figure 8A: Direct Costs in Major Crops in Ireland
2018 and Estimates for 2019
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Source: Teagasc, National Farm Survey Data and Author’s
estimate for 2019e

While the majority of cereals in Ireland are still sold
off farm at harvest time to a grain merchant on a
green moisture basis, the ability of farmers to
forward sell grain has introduced an additional
element to the calculation of the average price
received by farmers. For the past number of years
the Teagasc NFS has collected data on the
proportion of cereals forward sold before harvest.
This research indicates that the majority of cereals
are not forward sold before harvest, but are sold at
harvest time, on a green moisture basis. In 2018,
the NFS indicates that approximately 13 percent of
total cereal production was forward sold by farmers
prior to harvest. Hence, it is assumed that in 2018
just over 10 percent of total cereals were forward
sold.
Market data shows that, on average, those farmers
that forward sold in 2019 did receive slightly higher
market prices (by about 10 percent) than those that
waited until harvest time to agree a price. However,
as noted earlier, it is estimated that the number of
farmers engaged in forward contracting in 2018 was
still a relatively small proportion of total production.
Table 1 shows the average green yields obtained in
2018 and estimated yields for 2019. In general, for
the 2019 harvested crops the yields are estimated
to be higher than 2018. Yields of all cereals except
spring barley were slightly less than or close to the
5 year average, with spring barley slightly above the
5 year average. However, readers should note that
these yields are green yields and are thus not
adjusted for moisture content, which was an issue
in some regions due to wet conditions later on in
the harvest season in 2019.
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Yield (tonne per ha.)
2018

2019*

Winter Wheat

8.9

9.7

Winter Barley

8.8

8.8

Winter Oats

7.9

8.2

Spring Wheat

6.2

7.8

Spring Barley

5.6

7.4

Spring Oats

5.6

7.1

Source: CSO (2019) & authors estimates*

The last variable which must be assessed in
calculating cereal output value per hectare is the
value of straw. Following a decrease in straw stocks
over the past number of years, the demand for
straw in 2018 increased significantly, which had a
very positive effect on straw prices in 2018. Lower
than normal straw yields, combined with increased
demand and an overall reduction in the area
planted, resulted in straw price increases of
approximately 30 to 40 percent per hectare.
However, the increase in cereal yields in 2019 had
the effect of increasing straw supply and
consequently there was a decrease in straw prices
in 2019, over the very elevated prices experienced
in 2018.
A reduction in straw prices of
approximately 40 percent in 2019 is assumed, which
is similar to the straw returns received in 2017.

3.2.2 Estimate of Total Output
Value for 2019
Given the large number of variables that need to be
considered in estimating output value, as outlined
above, the estimated changes in crop output value
between 2018 and 2019 are very crop specific.
However, in overall terms, the general trend has
been a decrease in output value in 2019 relative to
2018. This decrease arises due to the decreases in
cereal prices and straw value, which together more
than outweighed increases in yields. Output value
per hectare in 2019 is estimated to have decreased
by on average 18 percent across the crops
examined.

Figure 10: Actual Gross Output per Hectare 2018
& Estimated Gross Output per Hectare
2019
Gross Output 2018

Gross Output 2019

2,500

€ per hectare

Table 1: Average Yield Levels, 2018 and 2019
Harvest
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Source: Teagasc, National Farm Survey Data and Author’s
estimates for 2019.

3.2.3 International Production
Estimates for 2019
While production estimates for Irish cereals are
important from a national supply, demand and
balance sheet perspective, it is primarily
developments in the EU and international supply
and use balance for cereals that affect price
developments in Ireland. For this reason a review
of EU and international ending stocks for cereals are
more informative when near term price
developments are concerned.
The Strategie Grains estimates (Strategie Grains,
November 2019) show that EU total grain
production for the 2019/20 marketing year differs
somewhat from the international balance sheet
situation. Latest estimates for the EU total grain
production and for the 2019/20 marketing year are
up on the previous year’s levels.
EU total
production of wheat, barley and maize were up 11
percent on the previous year, whereas total
production on the international balance sheet was
only up 1 percent on the previous year. The
international balance sheet for grains shows a slight
decline in maize production and ending stocks
internationally.
Another noteworthy point regarding production
estimates for 2019/20 is the downward revision in
production estimates and ending stocks, with
revised figures produced for September, October
and November. Harvest estimates were firmed up
and EU and global ending stocks were revised
downwards. This downward revision in ending
stocks since September can be attributed to an
Outlook 2020 | Tillage
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increase in EU wheat export competitiveness, with
reductions to first harvest forecasts for Argentina
and Australia (and hence export availabilities) and
stock availability from Russia. As a result, grain
prices have increased on the world market since
mid-September, driven upwards by the lack of rain
in the southern hemisphere, wet weather in North
America, the reduction to estimated corn stocks in
the USA and farmers holding back stocks in Russia.

The review of cereal output value showed that the
average value of output received by farmers was
lower in 2019 compared to 2018. The review of
input costs concluded that total direct costs were
slightly higher in 2019 compared to 2018, due
mainly to an increase in seed prices. Figure 11
presents the effect of these estimates on the
estimated gross margin for each of the main Irish
cereal crops.
Figure 11: Actual Gross Margin in 2018 &
Estimated Gross Margin for 2019 for
each of the Main Crops
1,600
2018

€ per hectare

2019

1,200
1,000
800
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0
S barley
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wheat barley barley

Source: Teagasc, National Farm Survey Data and Author’s
estimates for 2019.

Figure 11 shows a negative story in terms of the
relative change in gross margin in 2019 relative to
2018. The relative shift in yields, crop prices, straw
returns and input expenditure has been negative for
all cereal crops between 2018 and 2019. In terms
of the major crops, the gross margin for spring
barley was down by over €150 per hectare and the
winter barley gross margin is estimated to be down
by about €750 per hectare, while the gross margin
for winter wheat is estimated to be down by nearly
€550 per hectare. It should be noted that the
average gross margin figures presented above are
market based gross margins and therefore exclude
all decoupled payments and overhead costs.
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Figure 12: Actual Net Margin 2018 and Estimated
Net Margin for 2019 for the Cereal
Enterprise on Specialist Tillage Farms
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The estimated net margins for 2019 are presented
for the average cereal enterprise on specialist tillage
farms, with the NFS sample disaggregated into onethird groupings based on net margins per hectare
obtained.
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Source: Teagasc, National Farm Survey Data and Author’s
estimates for 2019.

Figure 12 shows the cereal enterprise net margin
estimates for 2019 relative to 2018, for the average
specialist tillage farm, in addition to the net margins
for the low, moderate and high margin groupings of
tillage farms.
The estimate of net margins for the typical cereal
enterprise in 2019 is lower than in 2018 given
downward movement in gross margins per hectare
and less significant upward movement in overhead
costs. For the best performing one-third of tillage
farms, the estimated net margin for 2019 was
approximately €350 per hectare compared to the
average, where the net margin was approximately
€35 per hectare. It is important to remember that
these figures exclude decoupled direct payments.
Furthermore, it is important to note that owing to
the methods employed in this estimation, changes
in cropping choice or area cannot be fully captured
and will only be clear when the final Teagasc NFS
figures become available for 2019.

4. Outlook for 2020
In this section forecasts are provided for
expenditure on various input items in 2020, the
likely farm gate cereal price that will prevail at
harvest 2020 and the likely net margin of tillage
farms in 2020.
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4.1

The Outlook for Input Expenditure
4.1.1 Fertiliser – usage and price
2020

A number of factors need to be considered when
forecasting price and volume changes for fertiliser
on crop farms in 2020. CSO official monthly price
indices for fertilisers for 2019 are only available up
until the end of September. Market report data
coming from the fertiliser industry at present point
to a more constrained demand situation for
nitrogen, phosphorus and potassium based
products in 2020. Market sources are indicating
that the price of nitrogen based products in
particular could move downwards from the prices
observed at the end of September 2019 due to
downward price pressure from the demand side
and only slight movement on energy costs. Taking
all of these issues into account, including
seasonality of purchases, it is forecast that the
decrease in fertiliser price for cereal crops in
2019/20 will be between 5 and 10 percent.
Fertiliser usage on a whole farm basis in 2020 on
crop farms could be expected to decrease due to
lower levels of winter crop sowing due to autumn
weather conditions. Overall, it can be expected that
fertiliser expenditure will be about 7 percent lower
per hectare on cereal farms in 2020 relative to the
2019 level.

4.1.2 Seed – usage and price 2020
As mentioned previously, cereal farmers
experienced an increase in seed costs in 2019
relative to the previous year due to cereal price
increases at harvest 2018. Given that cereal prices
at harvest decreased significantly in 2019 relative to
2018, this price increase has been transmitted to
seed prices, with blue label seed costing around
€520 per tonne for 2020, which is about 7 percent
lower than 2019 prices.

4.1.3 Crop protection – usage and
price 2020
The increase in crop protection costs in 2020
relative to 2019 is forecast to be of a similar
magnitude to the changes seen in each of the last
three years. Price changes have been minimal, at
about 1 to 2 percent per year. Taking volume and
price changes into account, based on recent data
from the Teagasc NFS, a 1 percent increase in crop
protection expenditure per hectare is forecast for
2020.

4.1.4 Energy and Fuel – usage and
price 2020
Fuel costs in 2020 will depend mainly on the
evolution of crude oil prices. Current futures prices
suggest that crude oil prices will decrease slightly in
2020 relative to 2019 prices, by about 4 percent,
leading to a 2 percent drop in fuel prices. However,
this potential decrease in fuel prices will be offset
by an increase in the carbon tax in 2020.
Consequently, no change in expenditure on fuel
related charges in 2020 on tillage farms is forecast.

4.1.5 All other direct and overhead
costs 2020
All other direct costs are forecast to increase by
about 1 percent in 2020, in line with price changes
of such items in recent years. This early in the tillage
production season anecdotal evidence on land
rental prices for 2020 is mixed. However, due to the
decrease in cereal prices and income on tillage
farms in 2019, it is assumed that there will be no
change in land rental prices in 2020.

4.2

The Outlook for Markets 2020

The cereals market has experienced significant
volatility in recent years. Planting decisions by
farmers will be influenced by expected farm gate
cereal prices (and margins) in 2020. A number of
factors must be taken into consideration when
making price forecasts for the coming harvest.
To formally evaluate the risk associated with
predicting the 2020 harvest price, an econometric
analysis was conducted to predict the probability
that the 2020 farm gate price will be higher or lower
than the 2019 price. This analysis was based on the
November 2019 MATIFF futures prices for
November 2020 contracts. The regression analysis
examined the historic relationship between (i)
predicted futures price for the following harvest,
made from the previous November/December
when planting decisions were been made, and (ii)
the actual farm gate price paid at harvest one year
hence. This regression analysis enables a forecast
to be made of the 2020 Irish farm gate cereal price
for wheat, taking into consideration the differences
between the historic predicted values (MATIFF) and
the actual outcomes.
Figure 13 outlines the probability of achieving
various harvest prices in September 2020. Based on
the econometric model developed, it shows that
there is significant uncertainty concerning the
predicted harvest price for September 2020. This
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Figure 13: Probability Distribution of the
predicted 2020 Wheat Harvest Price
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Source: Author’s own estimates.

Based on market reports on forward prices and the
probabilities of achieving different harvest prices,
the average predicted value for the farm gate wheat
price is approximately €160 per tonne at 20 percent
moisture, which is approximately a 5 percent
increase over harvest prices paid in 2019. However,
there is a significant variance surrounding this
figure. Based on a 90 percent confidence interval, it
is forecast that the figure could be as low as €130
per tonne or as high as €250 per tonne (Figure 15).
The latest edition of Strategie Grains (November
2019) outlines a more negative picture in terms of
production potential in the EU for the 2020/21
marketing year. In the last couple of weeks
(November 2019), heavy rains have continued
across much of the western and northern parts of
the EU, reducing the area of wheat farmers have
been able to plant relative to last year. Wet and
very cool weather continued to prevail in Western
Europe, most notably in the UK and France.
Cumulative rainfall since the beginning of October
2019 is substantially greater than the seasonal
norm.
Meanwhile, in Central Europe weather has been
close to average so far this autumn. Farmers have
been able to continue sowing winter cereals with no
major impediment caused by weather. However,
there has been too little rainfall in Southeast Europe
(Romania and Bulgaria), but the situation is less
severe than in autumn 2018.
Soft wheat area in the EU-28 is forecast to fall to
23.68 Mha (compared with 23.8 Mha in 2018/19).
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Total EU barley acreage is expected to decrease
slightly (12.03 Mha in 20/21 compared to 12.21
Mha in 2019/20) and grain maize area is forecast to
increase slightly (8.83 Mha in 2020/21 compared to
8.68 in 2019/20).
The change in cereal area (in the EU) is coupled with
an assumption of achievement of trend yields in
2020 (see Appendix A3 for further details on
forecast changes in arable crop areas in the EU28
for 2020/201). An achievement of trend yields
internationally, ceteris paribus, is assumed to have
a slightly positive impact on price, given the
reduction in production in 2020. This assumption of
course ignores a lot of other variables which
potentially could have an impact on price, namely
Brexit, significant exchange rate movements and
considerable changes in demand from feed and
food sources. It is still very early to forecast what
might happen to these additional variables and
futures markets tend to move closely in line with
first production estimates and exchange rate
forecasts in November 2019.
Figure 14: Historic, Estimated & Forecast Farm
Gate Feed Wheat Price (1997– 2020)
300

€ per tonne (20% moisture)

predicted range is based on current (MATIFF)
futures trading prices (November 2019), and the
spread around the mean value is based on how right
or wrong futures markets have been in recent times
in predicting prices one season ahead.

Historic prices
Predicted 2020 price
Low 2020 forecast
High 2020 forecast
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Source: Author’s own estimates, 2020 forecast, at 90 percent
confidence interval.

Based on the futures market forecast and the
adjustments made in the regression analysis for
predicted versus actual outcomes, our forecast is
that farm gate cereal prices will increase by about 5
percent at harvest 2020.

4.3

The Outlook for Tillage Enterprise
Margin in 2020

Direct costs are forecast to be slightly lower in 2020
relative to 2019, due to the forecast decrease in
fertiliser expenditure and seed costs in 2020. Whilst
all other direct costs of production are forecast to
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The net effect of input price, output price and
volume movements is forecast to have a slight
positive effect on gross margins for 2020. For
example, gross margins for winter wheat and winter
barley are forecast to increase by approximately
€130 per hectare, while gross margins for spring
barley are forecast to increase by approximately
€50 per hectare. The overall story for the 2020
forecast is for a slight increase in gross margins as a
result of achievement of trend yields, a slight
decrease in direct costs and a slight increase in
cereal prices.
Figure 15: Actual 2018, Estimate 2019 and
Forecast 2020, for Cereal Crop Gross
Margins
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movement in margins is associated with the mainly
positive set of assumptions for the components of
gross margin, namely, cereal prices and direct costs.
Very little movement in yields for 2020 is forecast
based on an assumption of trend yields being
achieved.
With the overall overhead cost story relatively
stable for 2020, the narrative for net margin is
broadly in line with the gross margin story
presented earlier for 2020. Overall, the net margin
for the average cereal enterprise in 2020 is forecast
to increase by about €75 per hectare relative to
2019.
This leaves net margins for the cereal enterprise
significantly less than the dairy enterprise and on a
par with beef and sheep margins.
Figure 16: Net Margin Actual 2018, Estimate 2019
and Forecast 2020 for the Cereal
Enterprise on Specialist Tillage Farms
1,000
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either remain the same (machinery hire and other
direct costs) or increase only very slightly (crop
protection costs), overall direct costs in 2020 should
be slightly lower than 2019 levels, on a per hectare
basis. Furthermore, output value on average is
forecast to be little changed on 2019 levels, due to
the forecast slight increase in cereal price, and only
slight upward and downward movement of a few
percent in yield terms when trend yields are
assumed. Figure 15 presents the actual gross
margin for each of the main cereal crops in 2018,
and the respective estimates and forecasts for 2019
and 2020.
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Similar to the format used to present margins in
2018 and 2019 earlier in the paper, the forecast net
margins for 2020, are presented for the cereal
enterprise on specialist tillage farms, as well as the
population of such farms disaggregated into onethird groupings based on margins obtained.
Figure 16 shows that the forecast net margins for
the cereal enterprise in 2020 are slightly higher than
in 2019, but lower than in 2018. The slight upward

The 2018/2019 production year saw downward
movement in cereal gross margins and net margins
for the main cereal crops. With a significant
decrease in cereal and straw prices and a slight
increase in direct costs which were not offset by
increased yields, there was downward movement in
the majority of gross and net margins in 2019. The
gross margin per hectare for spring barley, winter
barley and winter wheat are estimated to be down
by over €150, €750 and €550 respectively.
The forecast for net margins on tillage farms in 2020
is for a slight increase in margins, with a forecast 5
percent increase in cereal prices in 2020, a return to
trend yields and a slight decrease in direct costs.
The overall picture for cereal crops is that in general
Outlook 2020 | Tillage
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margins will be very tight in 2020, with any upward
movement in margins forecast for 2020 not
sufficient to return positive net margins on
approximately 40 percent of all specialist tillage
farms in 2020.
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Table A1: Production Costs, Output and Gross Margin for Major Cereal Crops in 2018 (€ per ha)
S barley

W wheat

W barley

M barley

W oats

S oats

1408

2228

2251

1661

1956

1362

222

296

283

247

249

157

91

102

108

94

93

114

Crop Protection

174

285

255

184

206

104

Hired Machinery

179

171

177

160

164

113

Gross Output
Fertiliser
Seeds

Other Direct Costs

14

13

8

3

21

9

Total Direct Costs

680

866

830

688

732

496

Gross Margin

728

1362

1422

973

1224

866

Source: Teagasc National Farm Survey Data (2018)

Table A2: Variation in output and margin 2018: top and bottom performing spring barely producers*
Bottom

Top

% Difference between
Top and Bottom

Average crop area (hectares)

21

19

-14%

Yield (tonnes per hectare)

5.1

6.4

21%

Price per tonne

207

211

2%

Gross output (€ per hectare)

1223

1677

27%

Fert., seed, spray (€ per hectare)

555

445

-25%

Machinery hire (€ per hectare)

218

87

-150%

Gross Margin (€ per hectare)

426

1135

62%

Fixed Costs (€ per hectare)

567

573

1%

Total Costs (€ per hectare)

1175

1015

-16%

Net Margin (€ per hectare)

-141

562

125%

Source: National Farm Survey Data (2018)
*Excluding farms with less than 10 hectares

Table A3: Changes in arable crop areas in the EU28

Soft wheat

19/20M Ha

20/21M Ha

% Change

23.8

23.69

-1%

Maize

8.68

8.83

+2%

Barley

12.21

12.03

-1%

Total wheat, barley, maize area

44.69

44.55

-1%

Source: Strategie Grains (November 2019)
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Review of Pig Sector in 2019 and Outlook for 2020
Michael McKeon
Pig Development Department, Teagasc

1. Introduction
In the second half of 2018 the Irish pig industry
entered in to a period of low profitability. This was
primarily due to a cooling of exports to the Chinese
market and a European drought reducing harvest
yields thereby increasing feed ingredient prices.
This low profitability continued into Q1 2019 before
a significant recovery began to take place. This
recovery would result in a 20 year high in
profitability for the sector on a monthly basis.

2. Irish Pig Production Costs 2019
The cost of producing pigs in Ireland can be broken
into feed cost and non-feed costs. Feed currently
constitutes 70 percent of the total cost of producing
a pig, with the non-feed inputs contributing the
remaining 30 percent.

2.1

Irish Pig Feed Costs 2019

Annual Irish composite pig feed prices are shown in
Figure 1, expressed in terms of the cost per kg
deadweight (dwt.). Feed prices were largely stable
from January to April 2019 with a composite pig
feed price of €320. The expectation of a good
harvest for the main cereals began to reduce feed
ingredient prices from May 2019 on-wards. The
current composite feed price is €301 per tonne
(November 2019) and the 2019 annualised
composite feed price per tonne is estimated to be
€312 per tonne, as predicted in last year’s Outlook
Conference. The 2019 composite feed price of €312
per tonne represents a 3 percent increase when
compared to 2018 (€303).

C per kg dwt.

Figure 1: Irish pig feed cost 1994-2019
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Source: Teagasc Pig Development Department
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When the composite feed price is examined over a
longer time period, the 2019 price of €312 is
marginally higher than the 5 year average (20152019) and 10 year average (2010-2019), €299 and
€305 respectively.
The annualised feed cost of 110 cent per kg dead
weight is marginally higher than the five year
average of 107 cent per kg. The highest feed cost in
recent years was in 2012 at 132 cent per kg which
was 17 percent higher than in 2019.

2.2

Non-feed costs in Irish Pig
Production in 2019

There are currently 75,000 sows on the Teagasc
eProfit Monitor (ePM) database from a national
herd of an estimated 148,000 (51 percent of total).
The non-feed costs quoted are based on the
national 2018 ePM data, (2019 data is not yet
available) which are the most recent analysis of
annualised costs available.
Non-feed costs
(excluding building depreciation and financial costs)
are itemised in Table 1.
Table 1: Non-Feed Costs in ePM Recorded Herds
Cost Item

2018

Healthcare
Heat, Power Light
Transport
AI
Manure
Labour/Management
Repairs
Administration
Environment
Insurance
House rental
Contract Costs
Water
Dead Pigs Disposal
Stock Depreciation
Miscellaneous

5.7
4.1
1.6
1.8
1.8
14.1
2.4
1.2
0.4
1.2
1.9
2.5
0.4
0.7
2.1
1.3
43.2

2014-2018

cent per kg dwt.

Total

6.2
4.2
1.2
1.8
1.7
13.5
2.5
0.9
0.4
0.9
1.6
1.9
0.4
0.7
1.9
1.2
41.1

Source: Teagasc ePM Report 2018
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2.3

Financial Costs in Irish Pig
Production in 2019

These costs include interest payments and building
depreciation and vary greatly from unit to unit
depending on the age of the unit and the level of
capital investment undertaken in the business in
recent years. Financial costs are itemised in Table 2.

be a factor, as significant debt, environmental
pressure and greater welfare housing requirements
have resulted in EU pig producers becoming much
more cautious about sow herd expansion.
Table 3: Monthly Irish Pig Price in 2019
Month

Pig Price
cent per kg dwt.

January

140

February

140

March

140

April

151

May

169

June

178

July

178

cent per kg dwt.

August

178

Interest

1.4

1.6

September

180

Building Depreciation

4.5

4.5

October

184

Total

5.9

6.1

November*

188

December*

192

Average

168

We estimate that the cost of building depreciation
and interest is significantly lower than the true level
required for a healthy pig industry. This reflects the
sector’s reduced capital investment in recent years
due to the low profitability of the industry.
Table 2: Financial Costs in ePM recorded herds
Cost Item

2018

2014-2018

Source: Teagasc Pigsys Report 2018

2.4

Total Cost of Irish Pig Production in
2019

The estimated annualised cost of production in
2019 (based on 2018 non-feed costs and 2019 feed
costs) was 159.1 cent per kg dwt. for pigs delivered
to the slaughter plant.

3. Irish Pig Prices in 2019
The estimated average pig price in 2019 was 168
cent per kg dwt., which was significantly higher than
the five year average (2015-2019) of 154 cent per kg
dwt. respectively.
The annualised 2019 pig price was a substantial 27
cent per kg dwt. (16 percent) higher than in 2018
(141 cent per kg dwt). The monthly pig price began
the year at a low ebb of 140 cent per kg dwt. but
then increased rapidly in Q2 as the scale of the
African Swine Fever (ASF) outbreak in China began
to emerge. The pig price continued to increase
during the remainder of the year to reach a current
price of 194 cent per kg dwt (November 2019).
The EU pig price in 2019 also increased due to the
16 million head reduction in the sow herd in China.
Ordinarily, an increase in pig prices is the signal for
an expansion of the EU sow herd, which in turn
leads to an eventual reduction in pig prices as the
production increase offsets the increased export
demand. However, in 2019 that does not appear to
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Source: Teagasc Pig Development Department * Estimate

4. Irish Pig Production Profitability 2019
The margin over feed cost (MOF) was 58 cent per kg
dwt. in 2019, just below the 59 cent per kg achieved
in 2017 and the second highest in 13 years.
Table 4: Average Margin over Feed Costs from
Compound Feed from 2010-2019
Year

Pig Price
(Net)

Feed
Cost

Margin
over Feed

2010

140

93

47

2011

151

112

39

2012

166

123

43

2013

176

132

44

2014

167

118

49

2015

148

111

37

2016

149

106

43

2017

162

104

58

2018

140

107

33

2019*

168

110

58

Cent per kg dwt.

Source: Teagasc Pig Development Department

*Estimate

However, the 2019 annualised MOF of 58 cent per
kg does not reveal the severe fluctuations in
profitability during 2019. In Q1 the industry
experienced its lowest MOF in 20 years, reaching a
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low of 28 cent per kg. In April the rising pig price
increased the MOF to 40 cent per kg and this
upward trend continued to increase on a monthly
basis, to reach a twenty year high in September of
68c per kg. This was a dramatic low-to-high swing in
just a 6 month period.

due to units destocking. The 10 year trend (Table 7)
illustrates a 15 percent increase over this period
which reflects the increased efficiencies and output
of the sector.
Table 6: Irish born pigs slaughtered: 2016-2019
Year

It is estimated that an MOF of 50c per kg is required
to meet all production costs, including financial
repayments. Therefore the 58 cent per kg MOF
achieved in 2019 significantly exceeded this target.
However the very low MOF in 2018 (33 cent per kg)
and the continued low MOF level in Q1 2019 has
resulted in a slow financial recovery in the sector,
despite the current record monthly high MOF of 81
cent per kg (November 2019).

2016

2017
2018
million head

2019

3.64

3.68

3.70*

Slaughter Pigs

Source: Teagasc Pig Department

3.84

*estimate

Table 7: Slaughter and Live Export to N. Ireland of
Irish Born Pigs from 2010-2019
Year

Table 5: Margin Over Feed in 2019 compared to
the 5, 10, 15, and 20 year average

Licensed
Export
Plants in
Ireland

Exports to
Northern
Ireland

Exports as %
of Total

million head
Margin Over Feed

% Diff.

cent per kg per dwt.
2019*

%

2010

2.601

0.558

18%

2011

2.847

0.610

18%

58

-

2012

2.907

0.612

17%

5 Yr average

46.0

+21

2013

2.829

0.570

20%

10 Yr average

45.0

+23

2014

2.940

0.519

18%

15 Yr average

47.0

+19

2015

3.132

0.514

16%

20 Yr average

48.2

+17

2016

3.221

0.414

13%

2017

3.295

0.433

13%

2018

3,337

0.463

14%

2019*

3,273

0.425

12%

Source: Teagasc Pig Development Department

*Estimate

Figure 2 illustrates the pig price received when
compared to the total production cost (feed plus 50
cent) since 1997.
Figure 2: Pig Price compared to estimated Total
Production Cost cent per kg dwt.

Source: DAFM & DARDNI

Table 8: Selected European & North American Pig
Disposals

190

cent per kg dwt

*estimate

2018*
Country

170
150
130
110
2000 2003 2006 2009 2012 2015 2018
Total Cost*

2019*

Change

Million head

%

Germany

41.7

40.2

-4

Spain

34.6

35.0

1

France

16.1

16.2

1

Denmark

14.4

13.1

-10

Netherlands

12.9

12.9

0

Total

119.7

117.4

-2

U.S.

103.5

107.8

4

Canada

16.9

17.1

1

Pig Price

Source: Teagasc Pig Development Department
*Total cost = Feed cost + 50c

5. Irish Pig and Sow numbers in 2019
The estimated number of pigs slaughtered is
illustrated in Table 6. The number of Irish pig
disposals in 2019 is estimated to be 3.7 million pigs
which is marginally lower (3.7 percent) than in 2018

*Based on 44 weeks of production
Source: MPB 2019

The decline in exports of Irish born pigs to Northern
Ireland has stabilised since 2017, but remains at a
lower level than in previous years. In 2019 the
annual number of pigs exported to Northern Ireland
Outlook 2020 | Pigs
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had decreased by an estimated 185,000 pigs
relative to the high point in 2012. European pig
slaughter disposals decreased in 2016 and 2017.
However, they stabilised in 2018 and decreased
during 2019, as illustrated in Table 8.

6. EU Pigmeat Exports in 2019
The outbreak of ASF in China has led to a reduction
in the China’s sow herd of 50 percent and a
reduction in the total pig herd of 220 million pigs.
Pork constitutes 60 percent of the total volume of
meat consumed in China. The meat deficit created
by the herd reduction is huge and will have to be
filled by imports. The data in Table 9 reports on a
moderate increase in EU pigmeat exports to China
from January-August 2019 (+13 percent), but the
full extent of the pigmeat deficit on the Chinese
domestic market only began to emerge in July 2019
and will not reach its peak deficit until mid-2020.
Table 9: Pigmeat exports from selected countries
Country

2018*

2019*

million tonnes

change
%

EU

2.56

2.95

+13

USA

1.63

1.70

+4

Canada

0.83

0.83

-

Brazil

0.40

0.45

+11

Total

5.42

5.93

+9

Source: MDP

* Jan-Aug

7. Outlook for the Irish Pig Market in
2020
The outlook for the pig market is a reflection of
global pig feed and pig price trends.

7.1

Irish Pig Feed Price Outlook in 2020

The estimated composite compound pig feed price
in December 2019 is €301 per tonne. The fall in the
2019 harvest cereal prices reflected a recovery from
the drought conditions across Europe in 2018. As a
result the French harvest yield (highest in 5 years)
and the UK harvest yields were both substantially
higher in 2019 than in 2018. The threat of Brexit
tariffs coming to play, had there been a disorderly
Brexit in 2019, also resulted in higher volumes of UK
wheat and barley being exported fresh from the
combine.
The forecast for the next Irish cereal harvest is for
cereal prices to increase marginally in Q3 and Q4
2020. This is based on a range of factors. Firstly, UK
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winter cereal area sown is below average in 2019
due to adverse ground conditions. The switch
towards spring cereals will reduce the total 2020
harvest yield. Secondly, there is a low likelihood of
a bumper French harvest two years in-a-row.
Thirdly, the Australian government has forecast
another very low wheat harvest of 16mt in the
2019/20 season, which is a significant reduction on
the 2017 harvest of 21 mt. The potential for export
in 2020, while similar to 2019 (9mt), will be
considerably lower than 2017 (16mt).
For the feed price outlook, one bright note is that
the stock to use ratio for barley is expected to be its
highest for 10 years and the wheat and maize stock
to use ratios remain at high levels, at 30 percent and
29 percent respectively. This should prevent
significant feed ingredient price escalation,
provided that the harvest in 2020 is normal (i.e. in
line with the 5 year average).
The South American soyabean planting season is
currently under-way, with planting in Brazil’s largest
soyabean producing state, Mato Grosso, at 92
percent complete, well ahead of the 5 year average
of 83 percent. The yield forecast for the Brazilian
harvest is 121 mt, which would set a new Brazilian
record and 5 percent above last year’s total
(115mt).
The soyabean price outlook is more complicated
than usual due to the trade war between China
(largest importer) and the US (largest exporter).
China had traditionally sourced the bulk of its
soyabean from the US, but due to the trade tariffs
being imposed by both parties, China is now
switching toward sourcing product from Brazil.
The outlook is further complicated by the effect that
the ASF outbreak has had on the size of China’s pig
herd. It is difficult to envisage that in 2020 China
would import the same volume of soybean as it did
in 2019 (86mt), given that it has 220 million fewer
pigs to feed. Even allowing for a high level of
substitution towards poultry feed, the level of
China’s soyabean imports should drop significantly,
thereby increasing the availability on the global
market.
The 2020 pig feed ingredient price forecast is that
wheat and barley prices should increase
moderately, by 3 to 5 percent in Q3 and Q4 2020
and that soybean prices should decrease by 5
percent in Q2 2020. The overall impact on
compound feed prices is forecast to result in a
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marginal increase on an annualised basis of 1 to 3
percent.

7.2 Pig Price in 2020
The outlook for the Irish pig price is going to be
driven solely by the level of demand from the
Chinese market. The sow culling trend in China
during 2019 indicates that it will be mid-2020 before
the full extent of the pig herd liquidation filters
through to pigmeat production. China’s domestic
pig price has already increased by 80 percent in the
last 12 months, with most of that increase occurring
over Q3 and Q4 of 2019. The outlook therefore is
for the Chinese pigmeat import demand to further
increase in 2020 and for continued high levels of
Chinese import demand into 2021 and 2022.

8. Conclusion
The Irish pig sector experienced its lowest profit
margin in 20 years in the early month of 2019, but
as the year progressed the surge in pig prices has
resulted in the highest level of profitability (per
month) since 1996. If Ireland can remain ASF free,
then in 2020 the sector is expected to experience
one of its highest level of profitability in 40 years.

This contraction of pigmeat production in China will
lead to increased Irish pig meat exports and higher
pig prices in 2020, albeit that the rate of increase
will be slower than the 50 percent price increase
that occurred from March to November 2019. The
average Irish pig price is expected to significantly
exceed the 200 cent per kg barrier during 2020.

7.3

Profitability in 2020

The highest recorded MOF on an annualised basis
(since Teagasc monthly price recording began in
1992) was 72 cent per kg (1996). The current
monthly MOF is estimated at 81 cent per kg
(November 2019), which is expected to be at least
maintained in 2020, as any increase in feed prices
will be offset by an increase in pig prices. On this
basis, allowing for 50 cent per kg for non-feed costs,
the average profit margin of 31 cent per kg dwt.,
equivalent to an average of €28 per pig or €784 per
sow is expected to be, at a minimum, maintained
during 2020. This is provided Ireland maintains its
ASF free status.
Table 10: Forecast 2020
Year

Pig Price
(Net)

Feed
Cost

Margin
over Feed

cent per kg dwt.
2019*

168

110

58

2020^

215

112

103

Source: Teagasc Pig Development Department
^ Forecast

*Estimate
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Review and Outlook for Forestry 2020
Tom Houlihan
Forestry Specialist
Forestry Development Department,
Teagasc, Killarney, Co. Kerry

Ireland’s forest sector is relatively young but is
increasingly
important
from
economic,
environmental and social perspectives. By the end
of 2019, our forest estate will comprise almost
778,000 hectares, with almost half in private
ownership (DAFM, 2018, 2019b).
While there have been areas of progress during
2019, there are clear and urgent challenges to be
addressed within the sector, identified by
stakeholders as key strategic actions (COFORD
2018b). These challenges include the need to
significantly increase the level of forest cover, as
well as increasing the mobilisation of timber along
the supply chain in a sustainable and balanced
manner.
In 2019, there has also been downward pressure on
timber prices, albeit from the high levels achieved
in 2018, due to external factors, particularly over
recent months. These factors include an upsurge in
exports of timber from central Europe to the UK,
resulting in increased competition for Irish timber
exports, as well as significant slowdown of the UK
economy. With ongoing Brexit uncertainty,
continued unhindered access to the UK market has
been identified as a future key priority for the
sustained expansion of the industry and the
employment, exports and environmental returns
that it creates (McAuley, 2018).

1.1

Financial Supports

In 2018, €92.8 million of capital expenditure was
invested by the Department of Agriculture, Food
and the Marine (DAFM) in forestry development, 93
percent of which went towards afforestation grants
and premiums. An additional €6.4 million was spent
on other support schemes for forestry, woodland
reconstitution and development projects (DAFM,
2019a).
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The on-going contribution of the forestry sector and
its national strategic importance was recently
reflected in the Government allocation of €103
million (including a capital carryover) for the
Forestry Programme in 2020. This allocation
reflects funding to establish 8,000 hectares (ha) of
new forests in 2020, an ambitious target set out in
the Climate Action Plan (DCCAE, 2019).

2. Planting in 2018/2019
2.1

Planting levels

In 2018, an area of 4,025 ha of land was planted,
down from a level of 5,530 ha in 2017. Current
indications are that by the end of 2019, grant aided
afforestation will be in the region of 3,800 to 4,000
ha. (Figure 1) which, is a major source of concern
for the sector (Magner 2019a). The achievement of
outlined planting targets, at over double the
current levels, is critical not only for Ireland’s
indigenous forestry sector, but also in terms of its
vital role in rural development, renewable energy
provision and climate change mitigation (COFORD,
2018b).
Figure 1: Annual Planting 2013 to 2018, with
Projection for 2019
6500
6000

Hectares (ha)

1. Introduction

5500
5000
4500
4000
3500
2013

2015

2017

2019 (f)

Source: DAFM/Forest Service, various years

Research by Teagasc shows that significant gains
from planting may be generated on land classified
as limited or very limited for agricultural use ((Ryan
et al., 2016) and the current average plantation size
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of 6.4 ha indicates that farmers are planting part,
but not all, of their holdings. There are clear
opportunities for trees and forests to provide a
complementary rather than competing enterprise
on many farms.

 CAP post-2020 and the publicised need to
continue to ‘farm actively’;
 Current negative narrative in relation to certain
types of afforestation;
 Prevailing timber prices

There are many planting options and models
available for landowners, each with significant
potential to deliver according to specific needs.
Well planned and sustainably-managed forests can
deliver multiple benefits and cater for commercial,
environmental, aesthetic and amenity goals.
Different forestry models will also deliver different
services depending on factors such as owner’s
objectives, existing site features, area of planting,
species mix and management systems adopted.

The Teagasc National Farm Survey (NFS) collects
information annually on a sample of farms with a
forest enterprise. The sample is statistically
weighted to represent the national farming
population. Of the 92,720 farms represented by the
survey in 2018 (Dillon et al., 2019), 7,813 farms
contain forests (over 8.4 percent), with an average
ownership of 10.8 ha per forest owner. Those
farmers participating in the Teagasc NFS will have
forests spread over a range of age classes. An
analysis, by NFS farm system, indicating the extent
to which farms and farming systems include forests
is shown in Table 1.

2.2

Deciding to Plant

The conversion of land from agriculture to forest
involves a complex decision making process (Ryan
and O’Donoghue, 2016). The authors identify
physical, economic and behavioural drivers that are
relevant to the decision and can be identified from
the literature. These include the permanence of
land use change from agriculture to forestry and
socio-cultural attitudes towards the decision, soil
quality and the opportunity cost of planting. The
potential relative returns to agriculture and forestry
was also found to be a significant driver of the
afforestation decision in the study.

Table 1: Forestry Representation on Irish Farms
Farm
Population

System

Average

Farms
with
forest

% with
forest

forest area
per farm
(ha)

Dairy

16,146

1,342

8.3

8.8

Cattle
Rearing

25,651

1,911

7.4

9.5

Cattle
Other

28,369

2,670

9.4

11.8

The Forest Land Availability Implementation Group
Report (COFORD, 2018b) identifies factors
perceived as currently impacting (negatively and
positively) on afforestation and overall confidence
in the sector. Though not exhaustive, the following
factors were identified:

Sheep

14,321

941

6.6

13.6

Tillage

6,879

921

13.4

10.4

Mixed
Livestock

1,353

30

2.2

6.1

ALL

92,719

7,815

9

10.77

 Agri-environment schemes which favour shortterm decisions and depending on land parcel
selection, may result in penalties for those
wishing to move between schemes;
 Measures encouraging long-term land leasing
for agriculture (although this may be desirable
from a land mobility/agriculture expansion
perspective);
 The appeals process and publicity around this
process;
 Financial claw-backs on land already planted in
certain cases;
 The requirement for forestry site notices
 Delays in scheme payment relating to forestry
parcels in the Basic Payment Scheme (BPS);
 Ash Dieback and recent storm events and
publicity around these;

Source: Dillon et al. 2019

The 2018 Teagasc NFS data indicate that the largest
populations with forests are those with cattle
systems (cattle rearing/cattle other). Farms with
sheep enterprises contain the highest average
forest area per farm, reflecting a relatively high
average farm size in the survey (48 ha). Despite the
above trends, forestry is seen to have a significant
representation in sectors such as dairy and tillage
within the Teagasc NFS (Table 1).

2.3

Addressing Challenges

In June 2019, Mr. Jim Mackinnon CBE, former Chief
Planner with the Scottish Government, was
commissioned to review the process undertaken by
the DAFM in the approval of forestry planting
applications. A similar analysis was previously
Outlook 2020 | Forestry
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carried out on the approval process in Scotland, the
results of which appeared to assist in terms of
increased afforestation levels (DAFM, 2019e). It is
expected that the review will be completed before
the end of 2019 and opportunity has been provided
for stakeholders to input to the process.
Following a public call for proposals to assist
forestry promotion during 2019, the DAFM is
currently supporting a total of 15 innovative
initiatives, which range from those with a local
focus to those with a nationwide reach. The
successful initiatives have received a total funding
of €830,000 over the two years 2019 and 2020. The
call for proposals includes three focus areas; to
increase public awareness of the social and health
benefits of forests, to help enhance planting levels
and to promote timber mobilisation among private
forest owners (DAFM, 2019b).
Teagasc, in conjunction with the DAFM, will
continue to actively engage in awareness-raising of
the benefits of well-planned and sustainable farm
forestry up to 2020 and beyond, through a multifaceted promotional effort A sustained and coordinated approach from all stakeholders is
essential in terms of achieving desired impacts.
In 2018, the DAFM introduced the Woodland
Environment Fund to further support the planting
of native woodland. This initiative provides an
opportunity for businesses to partner with
Government and Irish landowners to support the
effort to plant an additional 5 million native trees
during the remaining two years of the Forestry
Programme. The response to this initiative amongst
the business community has been very positive
(DAFM, 2108). An Post was recently announced as
the first Irish business to participate in this exciting
initiative (DAFM, 2019f).
In October 2019, a collaboration between Bord na
Móna and Coillte to transform former peat
production land into native woodlands was
announced. It is envisaged that an area of 1,500 ha
of bog, no longer used for peat production, will
initially be target in counties Offaly, Laois,
Westmeath and Tipperary for the establishment of
at least 600,000 new trees over the next three
years. The focus will be on growing a mix of native
Irish trees such as Downy Birch, Scots pine, Alder
and other broadleaf tree species.

2.4

Social and Economic Impacts in
Leitrim

A study to assess the social and economic impacts
of forestry in Co. Leitrim (Ní Dhubháin et al., 2019)
was published in September 2019. The study was
led by Dr. Áine Ní Dhubháin, UCD in conjunction
with the Bureau for Economic Theory and
Applications, INRA, France.
The population of Leitrim was recorded as 32,044 in
the 2016 census. Among the 78 electoral divisions
within Leitrim, 56 experienced an increase in
population between 2001 and 2016, with a total
population growth of 24 percent during that period.
The agricultural land use in Leitrim is primarily
grassland. The soils are dominated by gleys and
peats (AFT, 1973). Leitrim has the highest
percentage forest cover among all counties at 18.9
percent. Sitka spruce is recorded at the dominant
forest tree species, accounting for 61.3 percent of
the total forest area (compared with 51.0 percent
nationally). The species is very productive with
growth rates estimated to be 20 percent higher
than the average in private forests nationally.
Broadleaf species present include alder, ash, birch,
oak rowan, sycamore and beech.
2.4.1 Social Impacts
A survey of forest owners (n=126) revealed that 68
percent of forest owners in Leitrim had planted
forests on their own land. Twenty-six percent had
bought land/forestry purposely as an investment. A
further 5 percent had inherited their forest. In
terms of residence location, almost 70 percent of
forest owners reside in Co. Leitrim. Half of those
residing outside the county were from
neighbouring counties. While the average size of an
individual forest was 6.92 ha, 40 percent of
respondents had more than one forest parcel. The
average total area planted per owner was therefore
14 ha. In addition 75 percent of owners were (either
fulltime, part-time or retired) farmers (Ní Dhubháin
et al., 2019).
The Leitrim study also used a qualitative research
methodology to assess the social impacts of
forestry. The main aim was to understand the range
of opinions held by people regarding forestry in the
county, rather than achieving a demographically
balanced and representative sample of opinions. In
this regard, the positive and negative issues that
emerged were grouped into themes.
The major themes are described in the study as
those relating to forestry as a land use option, the
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role of forestry in communities and issues relating
to forest policy. A strong divergence of opinion was
recorded for most of the themes.
2.4.2 Economic Impacts
The Leitrim study assesses the economic impact of
forestry in Leitrim, as well as the associated
employment, using 2017 as a base year. A total of
309.3 full time equivalent (FTE) jobs were
associated with forestry/wood processing in the
county for that year. In addition, a total of €26.5
million in economic activity was associated with
forestry/wood processing in Leitrim during 2017 (Ní
Dhubháin et al., 2019).
The study also focuses on the impact of forestry on
farm incomes relative to other types of farming.
The Teagasc Forest Investment and Valuation
Estimator (FIVE) is used to model the indicative
financial returns for forestry land use options.
Future costs and revenues are generated for
selected forestry scenarios. The cost and revenue
streams are discounted to present day values and
presented in terms of a Net Present Value (NPV).
Table 2: FIVE Forestry NPV Assessment Outputs
Yield
Class
(Sitka
spruce)

Average
Timber
prices (7 or
10 year)

Net
Present
Value

Annual
Equivalised
Value

€/ha

€/ha/year

1.

20

7

6,937

419

2

20

10

6,700

405

3

20

7

7,808

482

4

24

10

7,454

460

Scenario

Source: Teagasc, 2019

A range of 12 Grant and Premium Categories (GPCs)
are available under the DAFM Afforestation Grant
and Premium Scheme 2014-2020. The Leitrim study
analyses a number of scenarios under GPC 3,
regarded as the typical planting category
established in the county (Ní Dhubháin et al., 2019).
Two forest productivity classes (Sitka spruce, yield
classes 20 and 24) are used in the analysis. The
latter also incorporates GPC 3 requirements with
regard to a minimum area of broadleaf trees as well
as biodiversity area retention. In this regard, all
scenarios incorporate 15 percent of the planting
site set aside as an area for biodiversity
enhancement (ABE). The species mix comprises 85
percent Sitka spruce along with a required
minimum 15 percent broadleaf (for long-term
retention) in the stocked area.

The outputs of the FIVE model for each scenario
include Net Present Value as well as the Annual
Equivalised Value (AEV). The latter presents the
NPV as a series of equal cash flows over the forest
rotation. This allows the NPV for different forest
crops to be expressed on an annual per hectare
basis. Table 2 Provides summary FIVE outputs for
scenarios tested. The AEVs range between €405
and €482 per ha per annum. This AEV figure may be
used for indicative comparisons with annual
income (€ per ha) from other farming enterprises.
Micro-simulation modelling is also used in the
Leitrim study for comparative assessment of the
relativity of forestry and farm incomes. Ryan and
O’Donoghue (2019) previously used a micro
simulation model (SMILE, O Donoghue et al., 2013)
in the farm forestry context to provide a better
understanding of the life cycle relativity involved.
The model takes into account the soil productivity
of farms based on the Teagasc NFS soil codes for
individual farms and FIVE model outputs. It also
allows for the inclusion of small farms in analysis
and enables comparisons between national and
local (Leitrim) contexts.
A SMILE-Env model (O’Donoghue et al.,
forthcoming) has also been developed to improve
the environmental accuracy of the farm-level
spatial microsimulation model, to take into account
the local agronomic context, thereby increasing the
accuracy of farm output measurement. This model
is also used in the Leitrim study to generate
comparative statistics for agricultural returns at
national and individual county level. The SMILE-Env
returns are compared to the forestry returns
generated by Ryan and O’Donoghue (2019). The
final results are presented on the basis of farms
where the potential return to forestry is greater or
less than the actual return from agriculture, both
for Co. Leitrim and the State (Table 3).
Table 3: Percentage of farms where forestry
returns would exceed agricultural
returns
Dairy

Cattle
Rearing

Cattle
Other

Sheep

Tillage

All

Leitrim

2.7

73.7

69.6

64.3

10.1

67.1

State

1.7

56.8

57.0

56.3

23.6

47.5

Source: Ní Dhubháin et al., 2019, Ryan and O’Donoghue 2019.

The estimated proportion of farms in Co. Leitrim
where the returns from forestry (on a per hectare
basis) would be higher than from agriculture is 67
percent. This compares to 47.5 percent nationally.
In Co Leitrim, the returns from forestry would be
Outlook 2020 | Forestry
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higher on almost 74 percent of cattle rearing farms,
while the equivalent national figure is over 56
percent. The financial comparisons presented in the
Leitrim study help explain the level of afforestation
in the county compared to others. However, as
evidenced in other studies, farmers’ values and
beliefs about farming are much wider than financial
considerations alone (Ní Dhubháin et al., 2019,
citing Duesberg et al., 2013).

surrounding
Appropriate
Assessment,
a
requirement as part of the approvals process. The
Minister also outlined ongoing work to reform the
processes to ensure that the temporary disruption
is resolved as quickly as possible and the effort
being made to improve on delivery of licences to
bring them back into line with expected delivery
timelines (DAFM, 2019e).

3.2
3. Timber Harvest and Processing
3.1

Felling Licence Process

The DAFM have responsibility for regulation and
licencing of tree felling in Ireland. The Forestry Act
2014 requires applicants to provide notice of
intention to fell trees and provides for a single
felling licencing process. Felling licences may be
valid for up to 10 years duration; this may be
extended by the DAFM for one or more further
periods, as appropriate.
Figure 2: Monthly Felling Licences issued 2018 vs
2019

Timber Harvest

In 2018, a total of 3.69 million m3 was harvested in
Ireland, an increase of 4.0 percent on 2017 levels
(Table 4 and Figure 3). This increase was driven by
increasing roundwood harvest activity from the
private forest estate and reflects the maturing
status of the private forestry.
Table 4: Total Roundwood Harvest in the Republic
of Ireland (2014-2018)
2014

2015

2016

2017

2018

000 m3 overbark
Coillte

2,517

2,470

2,377

2,714

2,658

Private

597

780

622

828

1,027

Total

3,114

3,250

3,355

3,542

3,685

Source: DAFM & Drima Market Research 2019

2019

2018

900
600
300
0

Jan March May
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Source: DAFM, Forestry Section Monthly Reports (2019). Note
2019 figures for October/November were not available at time
of writing.

The number of felling licences (FLs) issued annually
is now reported as a global figure, combining
licence numbers issued for Coillte and private forest
owners (DAFM, 2019e, pers. comm.). The total
number of felling licences issued to September 30,
2019 is 3,856, an increase of 23 percent on the
same period in 2018 (Figure 2). Felling licence
approvals for October/November of 2019 were not
available at the time of writing (November 2019).
Recent industry feedback expressed concerns
regarding delays in the issuing of felling licences
(Magner, 2019b).
In a statement on the forestry licencing process,
Minister of State Mr Andrew Doyle T.D. addressed
the occurrence of delays in the issuing of licences
due to necessary changes in the procedures
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Over the same period, the roundwood harvest from
Coillte forests declined by 2.1 percent (DAFM &
Drima Market Research, 2019). Of the total harvest,
3.25 million m3 of roundwood (excluding firewood)
was available for processing in 2018, representing a
26.8 percent increase on 2017 volumes. This figure
included 2.59 million m3 of roundwood sourced
from Coillte and a roundwood volume from private
forests of 0.86 million m3.
Figure 3: Private Sector Roundwood Harvest 2014
to 2018 (000 m3)
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Source; DAFM & Drima Market Research, 2019

The excess softwood exports over imports volume
for 2018 was also significant at 0.2 million m3,
reflecting an increase volume of roundwood
(mainly pulpwood) exported during the year.
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Feedback from industry suggest that that volume of
private timber harvested in 2019 will be below the
equivalent level for 2018 due to a number of
reasons. These include factors such as the upsurge
in central European timber exports to the UK (see
section 4.3), increased competition, uncertainty
associated with the Brexit process and a slowdown
in the UK economy. Indications are that these
factors, and the manner in which they evolve, are
likely to have a significant further effect on activity
in 2020.
Over 90 percent of Irish sawmilling output comes
from eight companies. These eight companies
supply the main markets for sawlog and stakewood
assortments coming from Irish forests. In 2018,
roundwood intake by sawmills was 2.25 million m 3,
which converted to 1.01 million m3 of sawn timber
and 0.15 million m3 of round stakes. Overall,
sawmill roundwood intake declined by 12.1 percent
over 2017 levels. This was mainly as a result of
extensive fire damage to the GP Wood sawmill in
Lissarda, Co. Cork during July 2018. (DAFM & Drima
Market Research, 2019). This facility has been
upgraded and will be fully operational in 2020
(Layton, pers. comm., 2019)
Over 75 percent of the roundwood requirement of
sawmills was provided by Coillte with the balance
supplied by the private sector, with some imports
in 2018. The production of wood residues (bark,
wood chip, sawdust and post-consumer wood
product) provides the base for a range of uses,
including panel board manufacture and as
CHP/boiler fuel, residue exports and mulches.
Wood reside supply declined by 3.7 percent to 1.51
million m3 over the period 2017-2018.
In 2018, an estimated 0.81 million m3 of wood
based panels were produced in three major panel
board mills from an intake of 1.43 million m3 of
wood fibre, an decline of 3.7 percent on 2017 levels
(DAFM & Drima Market Research, 2019).

4. Timber Harvest and Processing
4.1

Sectoral Demand/Supply

An updated forecast of roundwood demand (20202025) was published by The COFORD Wood
Mobilisation and Production Forecasting Group
(CWMPFG) in late 2018. Despite the forecast
doubling of realisable roundwood volumes on an
all-Ireland basis to 7.68 million m3 by 2035, an
existing supply deficit is forecast as likely to
increase significantly over the period up to 2025

and beyond, with wood energy demand being a key
driver. The rates of growth in demand for raw
material are directly linked to the expected growth
in product demand. (CWMFG, 2018).

4.2

Domestic Demand

Investment in building and construction in 2018, as
measured by Gross Fixed Capital Formation (GFCF)
was estimated at €26 billion, an increase of 20
percent in comparison to 2017 (BUILD Report,
2019). Construction growth in Ireland has generally
moderated during 2019. In recent weeks, activity in
the construction sector fell at the sharpest rate
since June 2013, according to the latest Ulster Bank
Purchasing Managers Index (PMI). The index, which
tracks changes in total construction activity, fell to
46.2 in October from 48.3 in September 2019. A
figure under 50 signals contraction in the
sector. Therefore, the volume of building activity is
shrinking for the second straight month (Figure 4).
Figure 4: Five-Year Construction PMI
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This further loss in momentum in Irish construction
activity is attributed to Brexit uncertainties, which
continue to weigh on activity and sentiment
regarding the sector’s prospects. Commercial
activity was responsible for the significant
contraction in October. At present, housing
construction activity continues to grow, although
the pace of growth has softened in recent months
and stands at a 4.5 year low (Ulster Bank Economic
Commentary, 2019).
The Economic and Social Research Institute
(McQuinn et al., 2019) estimates that the level of
new residential completions for 2019 will be 21,000
units (Table 5). A slowdown in the growth rate of
completions during 2019, has moderated the
previous forecast outturn of 23,500. A forecast of
25,000 completions for 2020 is predicted, but this is
also dependent on the avoidance of adverse
economic shocks. The increase in output still lags
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significantly behind demand (O’Sullivan &
McGuckin, 2019). Recent analysis from Ulster Bank
also suggests a capacity for a resumption in
construction growth in line with improved
prospects of an orderly, gradual British departure
from the EU following the European Commission’s
recent extension of the Brexit deadline to January
21, 2020.
Table 5: Actual & forecast housing completions in
Ireland from 2013 to 2020 (forecast (f))
Year

Housing completions*

Growth rate
1990 = 100

2014

5,518

28.24

2015

7,219

36.95

2016

9,915

50.74

2017

14,407

73.93

2018

18,072

92.21

2019f

21,000

107.48

2020f

25,000

127.95

Sources: CSO and ESRI Quarterly Economic Commentary,
autumn 2019 (f= forecast)

In 2018, approximately 40 percent of the available
wood fibre used in Ireland was deployed for energy
generation, mainly within the forest products
sector. The (heat and electricity) output of the
forest-based biomass energy sector was 11,460
(TJ), a decline of 11 percent over 2017 levels.
Table 6: Volume and value of domestic firewood
market in Ireland 2013-2018

4.3

Export Markets

4.3.1 Exports to UK 2018
The United Kingdom (UK) is by far the largest single
importer in the EU and is the key market for Irish
timber products. In 2018 only 36 percent of the UK
market was supplied domestically (DAFM & Drima
Market Research, 2019). Forestry Commission data
indicate a total of 7.2 million m3 of sawnwood was
imported into the UK in the same year. This was a
6.0 percent decrease from 2017 and was valued at
UK£1.74 billion. Imports of wood based panels
(WBP) into the UK increased by 2.0 percent to 3.88
million during 2018. Apparent consumption (timber
used as wood and wood products by people and
industries) was calculated at 56.4 million m 3 of
wood raw material equivalent underbark,
representing a one percent decrease in the
previous year (Forestry Commission, 2019).
In 2018, exports of forest products from Ireland
reached €450 million, a 6.8 percent increase on
2017 levels. Wood-based panels accounted for
€223 million, with the balance comprising sawn
timber (€146m) and paper product exports (DAFM
& Drima Market Research, 2019). The UK is the
main market outlet for almost all Irish exported
sawn products and a high proportion of Ireland’s
panel board products.
The Forestry Commission trade statistics for 2018
show that Ireland supplied 6 percent of the UK sawn
products market, down from 7 percent in 2017,
while Sweden with 41 percent, Latvia with 17
percent and Finland with 14 percent provided the
majority of sawn softwood imports (Figure 5).
Figure 5: Country of origin of wood imports
(percent) to the UK, 2018
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In 2018, 243,000 m3 of firewood, valued at €35.2
million, was used in Ireland, providing a steady and
growing outlet for some first thinning material. A
small proportion of the supply, 11,000 m3 was
imported. Forest owners also harvest firewood for
their domestic usage. This element is not accounted
for in current figures. The 2018 estimates (Table 6)
represent a 63 percent increase in firewood
consumption since the 2006 figure recorded by
Central Statistics Office (CSO) Household Budget
Survey.
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Ireland supplied 14 percent of the fibreboard and
31 percent of the particleboard imports to the UK
in 2018 Figure 5).
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4.3.2 Current UK Timber Market
The UK timber products market is subject to cyclical
prices, reflecting growth rates in the UK economy.
The existing and potential supply of timber
products from third countries has recently become
a very significant factor which comes into play. This
has created very challenging market conditions in
2019. The issue is exemplified by recent large scale
forest damage across central Europe. Storm
damage and bark beetle infestation, exacerbated
by hot dry summers have combined to release an
estimated 51 million m3 of additional timber from
forests in Germany, Austria, Switzerland and the
Czech Republic.
Under normal circumstances, the impact of logging
in these countries will have low impact on prices
achieved by forest owner and timber processors in
Ireland. However, in the current scenario, the
upsurge in exports from central European counties
has reached the UK, resulting in additional supply
competition and a downward pressure on timber
prices throughout Europe, including the UK
(Magner, 2019).
The UK is the predominant destination for Irish
forest exports (Figure 6). While it is difficult to
predict the duration and ultimate full extent of the
current upsurge in timber exports from central
Europe and feedback from the industry would
indicate a challenging year for Irish timber exports
in 2020 and to an extent beyond.

Figure 6: Top destination countries for forestry
exports in 2018
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Brexit uncertainly and weak exchange rates also
affect margins in a market which is extremely
competitive at the best of times. Figure 7 presents
the Euro-Sterling (UK£/€) relationship between
January 2016 and November 2019. The average
monthly value for Sterling against the Euro showed
a continuous decline between March and August of
this year, reflecting the growing uncertainty that
has persisted.
Figure 7: Euro- Sterling Exchange Rate Jan 2016 to
Oct 2019
0.95

pound per euro

A total of 3.88 million m3 of wood-based panel
products, including particleboard & fibreboard,
valued at £1.2 billion were imported into the UK in
2018, a slight increase on 2017 levels. A total of 99
percent of particleboard imports to the UK in 2018
came from within the EU; mainly Germany (20
percent), France (17 percent), Belgium (14 percent)
and Ireland (14 percent). The reported trade data
for particleboard includes both particle board and
OSB. The EU also supplied the majority of
fibreboard imports to the UK market. Ireland
retained its leading supplier role at 31
percent, followed by Germany (2018 percent) and
Estonia (13 percent) in 2018 (Forestry Commission,
2019). Key export markets for Irish wood products
are indicated in Figure 6.
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Sterling exchange values continue to remain
challenging. Unfavourable exchange rates in UK end
markets and consequent reductions in end-market
prices flow upstream through the supply chain to
Irish growers and contractors. The effect on timber
prices will be analysed in section 5.
Brexit uncertainty has also created a lack of
investment confidence in the UK economy. The
October reading in the IHS Markit/CIPS UK
Construction Total Activity Index (44.2) is reported
as still close to the ten-year low seen in June 2019
(43.1). Construction companies in the UK have
reported subdued client demand in response to
domestic political uncertainty and the economic
backdrop. This has led to knock-on implications for
construction workforce numbers as well as
concerns about their near-term business outlook.
Outlook 2020 | Forestry

72

ANNUAL REVIEW AND OUTLOOK 2020

Exports to the UK are important for all components
of Ireland’s timber trade, including sawn timber,
panel products, pallet, fencing and other products.
A number of companies have made investments in
the UK to mitigate Brexit risks and improve market
penetration. The Irish forestry and timber sector
has also been involved in a comprehensive
engagement with key stakeholders on Brexit. All
sides are aware that a coordinated approach will be
essential to managing Brexit and the industry
continue to meet with a positive response from
both the EU and UK (McAuley, 2019). Support
continues to be provided to the sector through
Enterprise Ireland. It is essential that the Irish forest
sector maintains high quality, unhindered access to
its most important market.
From a positive viewpoint and despite challenges,
Ireland is well positioned geographically to
capitalise on existing and future market
opportunities in the UK, which imported 7.2 million
m3 of sawnwood and 3.9 million m3 of wood based
panels in 2018 (Forestry Commission, 2019). A
flexible, responsive and market focused approach
will be required to guide the industry through
current market challenges.

5. Timber prices
5.1

m3 and 0.500 to 0.599 m3 average size categories
respectively.
Figure 8: Coillte Quarterly Contracted Standing
Sales: Q1 2017 to Q3 2019

€ per m3

October 2019 data also points to a sustained
decline in UK construction output, with overall
volumes of work falling for the sixth consecutive
month. The latest survey also revealed a sharp drop
in new work, although the rate of contraction was
the slowest for three months. (Markit Economics,
2019).
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Sales of smaller logs (pulpwood and energy wood)
are not represented in Coillte data, as such logs are
generally retained in the company’s own Medite
Europe and Smartply Europe panel board mills in
Clonmel and Waterford respectively.
Coillte timber prices show a downward trend for
both sawlog and palletwood categories (as
represented) since the beginning of 2019 (Figure 8).
These reductions are relative to the high timber
prices achieved during 2018. Increased UK imports
of central European timber are increasing
competition for Irish timber exports and putting
downward pressure on timber prices. This is
creating challenges for Irish sawn timber as exports
compete with new suppliers in addition to
Scandinavian and Baltic producers (Magner &
DRIMA Marketing, 2019).

Coillte Timber prices

Coillte continues to be the dominant supplier of
logs to the Irish processing sector. It sells timber
through both its timber sales electronic auctioning
system as well as contract sales. The standing
timber price is the price paid to the forest owner by
the buyer of the timber standing in the forest. The
buyer then incurs the costs of harvesting and
extraction.
Figure 8 shows Coillte quarterly contracted
standing sales (€ per m3) for selected average size
categories between Quarter 1 (Q1) 2017 and Q3
2019. Timber prices are recorded in terms of 16
categories of average tree size (volume). For
simplicity of analysis, palletwood and sawlog timber
assortments are represented by the 0.275 to 0.324
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5.2

Private timber prices

Prices from private timber sales are available for
each quarter through the Wood Price Quarterly
(WPQ) collated by University College Dublin in
conjunction with the Irish Timber Growers
Association (ITGA). While the availability of private
timber sale data has improved with the
introduction of the WPQ, the larger volume of
Coillte sales makes their prices more robust than
current private sales data. Coillte prices generally
represent larger sale lots than the private sector.
Figure 9 presents quarterly private standing prices
(€ per m3) for selected average size categories
between Q 1, 2017 and Q 2, 2019. This price data is
based on a smaller sample, it includes some
pulpwood prices (represented here by average tree
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size category up to 0.074 m3) from the private
sector which are absent from the Coillte price date.
This price data is based on a smaller sample, it
includes some pulpwood prices represented here
by average tree size category (up to 0.074 m3) from
the private sector which are absent from the Coillte
price date. While it is more difficult to analyse price
trends due to missing data in some assortment
categories, a reduction in price for both palletwood
and, to a lesser extent sawlog is evident, between
Q1 and Q2, 2019, reflecting the general trend in
Coillte prices.
Figure 9: Private Quarterly Roundwood prices: Q1
2017 to Q2 2019
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ranges provided are indicative rather than absolute,
are expressed as roadside sales (where the timber
is sold to the buyer on the forest road and the
harvesting contractor is paid by the forest owner)
and also expressed in € per tonne.
The differential between Coillte and private sector
prices may be attributed to a number of factors. A
higher proportion of Coillte sawlog is sourced from
clearfell operations compared with the private
sector which produces more from thinning.
Harvesting costs in thinning operations are
significantly greater than those in clearfell
operations. In addition, private sales are generally
advertised in smaller lots than in Coillte sales. The
resultant costs of moving harvesting and
forwarding machinery to a multiple of smaller sites
impacts on overall prices. Opportunities now exist
to develop economies of scale through forest
owner co-operation and can have a double benefit
of increasing woodlot size and reducing overall
costs.
Table 7: IFA Farm Forestry Timber Price Surveys
July to Sept, 2018 & April-June, 2019
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Timber prices for Q3 were not available at the time
of writing. Prices for pulpwood appear to have held
between Q1 and Q2, though further data is
required to establish more robust trends. This trend
is corroborated by Magner (2019) who reports that
the market for small logs remains good. Magner
notes that markets have achieved a boost in the
past year as demand has increased from the UK
panel board sector, including the Kronospan OSB
mill in Wrexham.
Private forest prices are indicative and can fluctuate
according to factors such as region, forest type,
harvest type, timber quality, woodlot size and
access in the prices offered for private timber sales.
The Irish Farmer’s Association Farm Forestry
Timber Price survey for the period April-June, 2019
is shown in Table 7. A comparison with roadside
prices in July-Sep 2018 indicates no significant
change in price since the previous reporting period.
However the IFA also clarify that demand for
timber, particularly sawlog, has been reducing due
to an oversupply of sawn timber in Europe. Prices
for the period July-Sept 2019 were not available at
time of writing. It should also be noted that price

Roadside
Price

Roadside
Price

July-Sept
2018

April-June
2019

(€/tonne)

(€/tonne)

(ex VAT)

(ex VAT)
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72-86

78-82

5.5
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Source: IFA Farm Forest Timber Price Surveys 2019, Note:
Prices are roadside and expressed as € per tonne

6. Factors influencing timber supply and
demand
6.1

Long term supply/demand

During 2016, COFORD produced a timber supply
forecast to 2035 for the entire island of Ireland, to
include both private and public forests. The total
net realisable volume (the estimated roundwood
volume that will potentially be available to the end
user) will increase from 3.95 million m3 in 2016 to
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7.86 million m3 in 2035 (Phillips et al., 2016). This
significant increase in roundwood supply volumes is
forecast to come almost exclusively from privatelyowned forest in Ireland and primarily in the larger
size assortments (Figure 10).
As can be seen from figure 10, any real increase in
the timber volume produced in Ireland to 2035 will
necessitate the mobilisation of the private forest
timber resource. In contrast, the Coillte
Roundwood Supply Forecast 2011- 2025 projected
an increase in the thinning volume and a decrease
in the clearfell area and volume in the period 20212025 for the Coillte timber resource (Coillte, 2011).
Figure 10: Forecast of Total Net Realisable Volume
Production to 2035
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Source: All-Ireland Roundwood Production Forecast 2016-2035
(COFORD, 2016)

Growth predictions for the UK’s construction sector
in 2020 have been downgraded amid signs that
Brexit uncertainty and on-going delays in the
delivery of major infrastructure projects continue
to impact on activity. The UK Construction Products
Association (CPA) autumn forecast has downgraded
growth forecasts significantly from 1.0 to 0.5
percent in 2020 and from 1.4 percent to 0.9 percent
in 2021. In this regard Brexit uncertainty is
identified as having affected new investment in
parts of private housing and commercial activity,
the two largest construction sectors. The CPA also
report on growing concerns about major project
delivery, indicating two challenging years (2020 and
2021) in spite of a raft of infrastructure projects in
the pipeline and a strong latent demand for
housing.
Despite a weakened market, private housing
continues to be a key sector of growth for the UK
construction industry. There is considerable scope
for expansion in the sector. Timber frame houses
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and offsite construction are under-used particularly
in England (DAFM & Drima Market Research, 2019).
The forecast increase in domestic demand for Irish
construction timber will, if realised, provide a
welcome additional outlet for increasing supply. It
is likely to take some pressure off exports in the
medium term.

6.2

Renewable Energy Market

The European Renewable Energy Directive
(2009/28/EC) is the current driver for policy in
renewable energy. It sets out targets for 2020 on an
EU basis. The target for Ireland is for renewable
sources to account for 16 percent of gross final
energy consumption. To this end, the Government
has set targets of 12 percent heat and 40 percent
electricity to come from renewable sources by
2020. Forestry has a significant role to play in
supporting Ireland’s approach to land-based
climate change mitigation and its transition to a low
carbon economy by reducing dependence on fossil
fuels.
The Support Scheme for Renewable Heat (SSRH) is
a government funded initiative designed to
increase the energy generated from renewable
sources in the heat sector. The second phase of the
SSRH was launched in June 2019. It provides
ongoing operational support/tariffs for businesses,
farms and other non-domestic heat users for the
ongoing use of biomass as well as anaerobic
digestion systems. The scheme is designed to
support up to 1,300GWh of renewable heat per
year. This is equivalent to the heating requirements
for circa 120,000 homes (DCCAE, 2019).
The SSRH is slowly beginning to increase demand
for small logs and wood chip. While it is too early to
assess this market, it has potential as the pressure
to increase Ireland’s reliance on renewables
continues to grow. However, while there is a
growing supply of forest-based biomass forecast to
become available over the period to 2035, a key
challenge in future years will be to develop and
ensure a balanced approach that optimises
development of the country’s wood resource. This
approach is one which best meets the needs of both
the wood processing and energy sectors. This
challenge comes against the backdrop of an
increasing overall wood supply deficit (CWMPFG,
2018). It is essential that the most efficient use is
made of domestic forest-based biomass, both from
an emissions and heating perspective (DAFM and
Drima Market Research, 2018). The rapidly

ANNUAL REVIEW AND OUTLOOK 2020
developing bioeconomy will also offer potential and
potential demand for biomass sidestreams.

private uncertified forests means that the mills are
now close to exceeding this figure (DAFM, 2018).

7. Opportunities in the Bioeconomy

A forest certification initiative by DAFM has
resulted in the establishment of two certification
groups to help foster a national certification
network. This initiative has also provided
certification templates. Mechanisms for on-going
progress and the need for growing membership of
certification groups are being considered by DAFM,
forest owners and other stakeholders.

The substitution of fossil resources with sustainably
produced biomass to facilitate decarbonisation and
continued economic growth is central to the
concept of the bioeconomy. A move from fossil
resources toward biomass also improves resilience
and has strong potential for revitalising rural
economies. The 2017 COFORD report, ‘Growing the
Irish Forest Bioeconomy’, brings forward 12
proposals for the development of a vibrant
bioeconomy in Ireland. These include positioning
forestry as a central pillar of Ireland’s National
Policy for the Bioeconomy, embedding the
cascading use principle for wood resource
management, developing an integrated carbon and
land-use policy and ensuring a long-term,
consistent and growing supply of roundwood to the
processing industry.
Ireland’s forests already make a significant
contribution to the economy and society. However,
due to our relatively low forest cover, the age
structure of our forest estate and the emergence of
new scientific and technological developments,
there is potential to substantially increase this
contribution in the years to come (COFORD, 2017).
There is very significant potential to advance the
sector through the use of new wood products and
building systems, as well as through the rapidly
emerging use of wood fibre across a range of
innovative products and ecosystem services. All this
can be achieved with a strong forest bioeconomy
while decarbonising our economy now and into the
future (DAFM, 2018 pers. comm.)

8. Certification
Forest certification is a voluntary process used by
forest owners and timber processors to reassure
consumers that the wood and wood products they
buy come from sustainably managed forests.
Certification independently assesses forest
management planning and practices against a
sustainable forest management standard. Barriers
to forest certification for private forest owners
include the cost and complexity of achieving this
accreditation (DAFM 2018a). Many thousands of
hectares of private woodland are approaching the
stage of first and subsequent thinnings, resulting in
a sharp increase in supply of logs from this source
in the near future. There is a limit of 30 percent of
uncertified material that sawmills and panel mills
can absorb and the supply of timber coming from

Meeting certification standards involves a chain of
custody recording and compliance with
environmental and social principles. There are
financial costs associated with certification, both in
terms of administration and changes in
management practices. Although certification may
not translate into higher timber prices, it will
provide better access to national and international
markets thereby providing a competitive
advantage.

9. Forest Health
The United Nations has declared 2020 as the
‘International Year of Plant Health’. The DAFM Plant
Health and Biosecurity Strategy was launched in
November 2019 and highlights how protecting
plant health can benefit society, the environment
and economic development. It will also provide an
opportunity for promoting plant health widely
among stakeholders.
Ireland’s forest health status is overall relatively
good and the forest resource is not subject to the
range of pests and diseases that are endemic in
Continental Europe and further afield. This is largely
as a consequence of our island status and the
implementation of the requirements of the EU
Plant Health Directives (Council Directives
1999/105EC and 2000/29/EC) (DAFM 2019).
However, specific tree species remain seriously
challenged by fungal based disease. The following
updates exemplify such challenges.

9.1

Ash dieback

Ash Dieback, Hymenoscyphus fraxineus, continues
to develop across the island of Ireland. Ireland’s ash
resource, particularly the first rotation woodlands,
is quite unique and is at particular risk from Ash
Dieback. As of April 2018, over 560 plantations had
been confirmed with the disease. These were in
addition to non-forestry findings.
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Based on updated scientific advice on the
prevalence of the Ash Dieback, DAFM carried out an
appraisal of the national response to Ash Dieback
during 2018. This included a review of the policy
response to the disease, the relevant support
schemes and the all-Ireland Control Strategy
(2013). A resultant DAFM public consultation on the
policy response to the disease was undertaken in
2018. The approach to Ash Dieback has moved from
one of eradication to one of living with the disease
and minimising its impact through proactive and
appropriate woodland management, where
appropriate.
The new policy response will mean more options
for owners whose woodlands are affected by the
disease (DAFM 2018c). These will include the
opportunity for owners of suitable larger trees to
grow their woodlands on with the objective of
achieving marketable produce. The review of
DAFM’s approach to ash dieback disease is at an
advanced stage and it is planned to publish the
outcome on its completion (DAFM 2019, pers.
comm.).
A proactive approach will be required to minimise
the economic, ecological and social impact of the
disease. In order for this to happen, forest owners
will also require clear guidance regarding options
for positive management interventions. Teagasc
will continue to actively support this essential
effort. Teagasc, in conjunction with the DAFM,
organised an ash management event near Callan,
Co. Kilkenny in July 2019. The event provided an
excellent opportunity for broadleaf owners to see
at first hand, best methods and practices for the
thinning of an ash crop and as well as management
option for woodlands affected by Ash Dieback
based on ongoing research. Teagasc is also working
with research partners to procure individual trees
of ash which show a high level of tolerance to Ash
Dieback and use them to bulk up stocks of tolerant
trees vegetatively, as well as for establishing seed
producing orchards with tolerant parent trees.

9.2

Sudden Oak Death

Sudden Oak Death, caused by the fungal agent
Phytophthora ramorum was first detected on
Japanese larch in 2010. These trees showed
extensive dieback from the crown and along the
stem. Under current plant health policy,
Phytophthora ramorum control has resulted in the
removal of more than 1,300 ha of larch forests on
the island of Ireland (DAFM, 2015b). Phytophthora
ramorum has been confirmed on Japanese larch at
over 52 forest plantations. Aerial surveys, with the
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assistance of the Irish Air Corps, continued during
2019 and ground surveys and sampling are being
carried out on suspect sites.

9.3

Dothistroma Needle Blight

Dothistroma Needle Blight (DNB) is a significant
disease of pine species. Its causal agents include
two fungal pathogens, Dothistroma septosporum
and Dothistroma pini. The disease was first found
in Ireland during September 2016 (DAFM, 2018b).
Defoliation of the previous season’s needles and
weakening of trees can be characteristic of
infection. Generally the disease will only cause
mortality where the infections levels are high for
successive years. Surveys and sampling have
confirmed the presence of DNB on pine at 31 sites
in 14 counties on Lodgepole pine, Scots pine and
Corsican pine.
In early 2018 the fungal disease Lecanosticta
acicola, which also causes needle blight on pines,
known as brown spot needle blight (BSNB) was
found for the first time in Ireland in Co. Wexford.
Further surveys for this needle blight are on-going.
Pine species account for an estimated 10.7 percent
of the stocked forest area in Ireland. These species
include Lodgepole pine (9.6 percent) with the
remainder being made up of Scots pine (1.1
percent) and small areas of Monterey and Corsican
pine (DAFM 2018a). Sitka spruce, the most
common species in commercial forests, is deemed
to have a low susceptibility to the disease. The
DAFM carries out on-going surveys for DNB
presence within pine forests and in pine-producing
nurseries.
The diseases outlined have both direct and indirect
effects on timber supply and demand. These effects
include the cost of eradication/ containment, the
opportunity cost associated with suspended or
restricted planting of specific tree species and the
price effect on a diminishing supply of a particular
species. It is likely that the long term biotic threat
will increase, partly due to increased levels of free
trade and personal travel and the possible increase
in disease risk due to climate change. Horizon
scanning for future potential risks must continue to
be a focus area for the Irish forest industry.

10. Climate Change Mitigation
The removal of carbon dioxide from our
atmosphere and its storage in plant biomass,
deadwood, soils and harvested wood products is
termed sequestration. Forests offer significant
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potential to sequester carbon dioxide, thereby
offsetting greenhouse gas (GHG) emissions from
other sectors of society and industry and
contributing to climate change abatement. The
national forest estate is an important and
expanding carbon sink at approximately 312 million
tonnes. Based on the DAFM National Forest
Inventory, Ireland’s forests have removed an
average of 3.8 million tonnes of carbon dioxide
equivalent per year over the period 2007 to 2016
(DAFM, 2019b).
There are a number of ways that trees, woodlands
and forests can take up GHGs from the atmosphere,
not only through the maintenance of existing
forests and the creation of new ones, but also in the
active storage of carbon in harvested wood
products. A further key mechanism meriting
consideration involves the substitution of energyintensive products derived from aluminium,
concrete and steel by wood products, significantly
reducing the energy cost of buildings and providing
sustainable solutions for the building sector (Black
2018, pers. comm.). In the context of climate
change and the growing bioeconomy, it is
important that the use of wood and associated
products continues to increase (DAFM, 2019b).
The use of wood biomass energy in Ireland results
in GHG emission savings from the displacement of
fossil fuels. In 2018, the output of the forest-based
biomass energy sector declined by 11 percent over
2017 levels. The saving in 2018 was estimated at
over 0.88 million tonnes of carbon dioxide
equivalent. Reduced output from the sawmill and
wood based panel sectors and the reduction in
demand at for wood biomass in Edenderry Power
contributed to this decline (DAFM & Drima Market
research, 2019).

10.1 Climate Action Plan
The Irish Government published the Climate Action
Plan in June 2019. The plan provides a roadmap in
terms of how Ireland can achieve its 2030 targets
for mitigation of carbon emissions. It embraces all
relevant sectors including agriculture and forestry
and sets out ambitious objectives for each. It
includes a move towards 70 percent renewable
electricity by 2030 and aims to establish a system of
5 year carbon budgets and sectoral targets. The
targets will be underpinned by a new Climate
Action Act and all major government investments
and decisions will be carbon proofed. The plan
contains a range of forestry related actions
including:

Action 115: Implement and review a roadmap for
achieving afforestation rates as outlined in the
Programme for Government and Forestry
Programme.
Action 116: Implement the Forestry Programme
2014-2020 in line with Mid-term Review
recommendations.
Action 117: National Bioeconomy Implementation
Group to examine sectoral coherence, network and
awareness raising, research and innovation and the
potential of the circular bioeconomy potential for
harnessing sidestreams for both agriculture and
forestry.
Action 118: Work with industry stakeholders to
increase the use of low carbon materials, taking
into account industrial best practice.
Action 119: Increase productivity and resilience of
the national forest estate and tree species to
improve adaptation to climate change to deliver
cumulative additional sequestration potential.
Action 120: Develop tools for communicating
productivity and climate benefits of forests for
landowners.
Action 121: Work with other public bodies and
community groups exploring opportunities to
increase public access in forests on publicly owned
land.
Action 122: Improve the accuracy of carbon
accounting and existing yield models to optimise
carbon sequestration benefits and investigate the
effects of varying forest management scenarios on
carbon within the context of carbon accounting.
Action 123: Continuation and strengthening of
activity in forest health including monitoring,
surveillance and implementation of import controls
on a range of plants wood and wood products.
Action 125: A greater focus on research into land
diversification to help educate farmers on the
benefits of diversification.
Action 126: Upskill farmers and foresters to ensure
they have the knowledge and tools required to
implement climate change practices.
Action 127: Seek to bridge the short term supply
gap in indigenous biomass.
Action 128: Support the use of biomass to increase
the level of renewable energy in the heat sector.
Action129: Develop comprehensive sustainability
criteria for biomass production by mid-2021.
The plan also sets out an annual target of 8,000 ha
of new forest establishment to help deliver on
overall nation mitigation potential (DCCAE, 2019).
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10.2 Agriculture, Forest and Seafood
Climate Change Sectoral Adaption
Plan
The DAFM Agriculture, Forest and Seafood Climate
Change Sectoral Adaptation Plan was launched
during 2019. It sets out projected changes in
climate, focussing on those identified as most likely
to impact on the agriculture, forestry and seafood
sectors. A list of priority risks and possible
consequences is also identified. The plan has four
overarching objective which include ensuring a
joined-up approach to adaptation planning,
awareness raising of impacts, reducing vulnerability
of the sector and embedding adaptation planning in
sectoral
policies.
Priority
impacts
and
consequences identified within the forestry sector
include:






The risk of windthrow and associated forest
damage due to stormy weather and greater
risks in waterlogged soils.
Reduced resilience and vitality of forests due to
the impact of climate change
o Increased maladaptation leading to
habitat and biodiversity losses,
reduced forest productivity and
capacity to sequester carbon
o Greater susceptibility to attack from
forest pests and disease
Risk of uncontrolled fire and associated
damage to forest stands, farmland, raised bogs
and peatland, danger to animals and air quality
issues

The plan sets out sectoral opportunities including
changes to plant growth patterns and the potential
for the use of additional forest species. It also takes
a case study approach to highlight some real
examples of where the sector has been impacted by
weather events, what future projections are saying
and a focus on measures to build resilience. This
includes:







Measures to maintain a national register of
forest seed stands
Ongoing research involving options for
improved forest productivity and timber
quality (e.g. FORGEN programme)
Timely fire risk warnings and training in
prescribed burning
Provision of support tools to support
management
Inclusion and promotion of Agroforestry within
the DAFM afforestation scheme
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Integrated Forest Information Support (IFORIS)
for processing of forestry applications by DAFM
Knowledge transfer group establishment in the
forestry sector.

11. Knowledge Transfer Groups
Minister of State at the Department of Agriculture,
Food & the Marine, Andrew Doyle T.D., announced
the opening of the Forestry Knowledge Transfer
Group (KTG) Scheme on 28 May 2019. This was
following a successful pilot scheme in 2017.
Knowledge transfer groups are a well-established
method of sharing knowledge and best
practice. They provide participants with the
essential tools to mobilise their valuable timber
resource and help to maximise the income from
their holding. Forestry KTGs are available for private
forest owners seeking additional knowledge and
enabling them to know when and how to carry out
forest management activities in a safe
manner. KTGs are peer-to-peer discussion groups
led by a professional forester. The current KTG
Module comprises 33 groups with over 600
participants.

12. Outlook for 2020 and beyond
The COFORD Forest Policy Review Group was
established in 2016 to track the implementation of
the Forest Policy recommendations and monitor
and report on progress in implementing the stated
Strategic Actions. Recurring cross-cutting themes
were identified during this review (COFORD, 2018).
These themes include the need for continued
improved communications and co-ordination
within the sector and with other related sectors and
stakeholders, the need to establish a forestry policy
platform and the significance of technology use
across the sector. Progress was identified in relation
to a range of recommendations across thirteen
chapter headings. However, the review also
highlights where limited progress was expressed by
stakeholders against strategic actions such as the
national afforestation programme, incentivising
active management within private forestry,
improving communications across the sector,
funding for forest research, control of deer and
action on invasive species COFORD (2018).

12.1 Afforestation
The achievement of outlined planting targets,
which are over double the current levels being
achieved, is critical not only to our indigenous
forestry sector but also in terms of its vital role in
rural development, renewable energy provision
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and climate change mitigation. The Government
budget allocation for the Forestry Programme in
2020 of €103 million reflects funding to establish
8,000 ha of new forests in 2020, an ambitious and
important target set out in the All of Government
Climate Action Plan. In this regards, a range of
actions and a fully co-ordinated approach by all
stakeholders is required to help ensure this upward
trend in planting levels.
The DAFM-commissioned review by Mr. Jim
Mackinnon CBE is due to be finalised before the end
of December 2019. It is anticipated that the
implementation of resultant recommendations will
enhance capacity to assist in progress towards
achievement of targets outlined. COFORD (2018a)
provides a range of recommendations based on a
progress review into expanding the forest resource.
These include the incorporation of flexibilities into
current forestry schemes regarding how existing
targets can be achieved, the provision of greater
integration between agriculture and forestry
schemes, emphasis on riparian woodlands and a
focus on the younger generation with regard to
forestry promotion.
The FLAIG Report (2018) proposes a range of
actions to enhance future afforestation rates. These
include actions relating to promotion and
education, environmental actions and relevant
measures on income and future land use. In
addition to the above, a number of research actions
with potential to impact on planting rates are
proposed. Teagasc, in conjunction with the forest
industry continue to raise awareness of the benefits
of well-planned, sustainable forestry and its role as
a complementary farm enterprise. This promotion
seeks to address key proposals from FLAIG (2018),
including the further integration of forestry into
agricultural education, annual support for a Farm
Forestry category in the RDS Forest and Woodland
Awards and awareness-raising of carbon-related
benefits.
A collaborative initiative between Bord na Móna
and Coillte to transform former peat production
land into native woodlands has recently been
announced. The significant levels of interest in the
Woodland Environmental Fund is encouraging in
terms of increasing our native broadleaf resource.
Planting under the Native Woodland Grant and
Premium Category (GPC) of the afforestation
programme has increased from 265 ha in 2019 to
374 ha in 2018 (DAFM 2019, pers. comm.)

12.2 Timber Mobilisation
The export-oriented sawmilling sector will continue
to compete in a very challenging market
environment, with EU/UK-related developments
likely to have significant impacts in 2020.
Challenges will include an upsurge in exports of
timber from central Europe to the UK, resulting in
increased competition for Irish timber exports, as
well as Brexit-related uncertainties and significant
slowdown of the UK economy.
Demand by indigenous industry for forest fibre on
the island of Ireland already exceeds the capacity of
state and private forests. An existing supply deficit
is also likely to substantially increase over the
period up to 2025 and beyond, despite the near
doubling of roundwood output on an all island basis
between 2017 and 2035.
The prediction that, by and large, growth in the
sawmill and wood based panel demand can be met
on the island of Ireland by 2025 is based on an
increase state investment in forestry and country
roads, as well as continued and sharp focus on the
reduction or elimination of other barriers to
identified wood mobilisation (COFORD, 2018c).
The harvest of timber from first and subsequent
thinnings is likely to continue to be the major
component of the wood-based panel (WBP) sector
and the growing wood biomass sector. Despite the
predicted challenging export market scenario in
2020, it is essential that appropriate and timely
thinning continue to be conducted on private
forests that are suitable for this important
silvicultural practice. Teagasc, in co-operation will
all sectors of the forestry industry, seeks to
facilitate appropriate mobilisation of the private
forest resource. This is facilitated through
dissemination of research, training and the building
of familiarity with and confidence in the harvesting
and marketing of the timber resource. The
empowerment of private forest owners through a
range of knowledge transfer events and initiatives,
capacity building and a sense of ownership is
central to the realisation of private timber
mobilisation, achievement of its production
potential and to the optimisation of ecosystem
services.
While domestic sawmilling demand is forecast to
increase by 3.5 percent year-on-year between
now and 2020, the sawmilling sector will continue
to be dependent on its strong presence in the
highly competitive UK market, as well as in
Europe.
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The Irish forest products sector is largely export
oriented, exporting 84 percent of its production
output in 2018. Exports of forest products in 2018
totalled €450 million. Key markets are Northern
Ireland, the UK and the Benelux Countries. The UK
is the single most important export market for
(Forest Industry Ireland, 2018) and this situation
is likely to continue into the future. The potential
consequences of Brexit and its impact on the
timber export market are still very unclear at this
stage. Its constraint on Irish growth prospects in
the short term remains a big concern. (DAFM &
Drima Market Research, 2019).
Engagement with timber buyers provides insights
into the continued demand for timber to meet the
on-going requirements of the processing sector.
Enhanced timber prices can be paid for well
managed forests with good quality timber,
adequate road access and felling licences in place,
proximity to markets, and economically
advantageous plantation size. The on-going
development of forest owner entities will continue
to help facilitate additional thinning and harvesting
capacity and supply. The current DAFM-supported
Knowledge Transfer Group (KTG) scheme, modelled
on DAFM’s existing KTGs for beef, sheep and other
sectors of agriculture, aims to increase the level of
forest management activity among participating
forest owners and to increase their awareness of
the value of their forests. Mechanisms and funding
to progress private certification following the
successful pilot project to develop a group
certification template for private forest owners are
necessary and currently under consideration by
relevant industry stakeholders.
The wood energy market continues to develop as
technologies are adapted or introduced to optimise
the contribution of forestry to the bioeconomy. The
forecasted deficits in wood biomass supply to 2020
and 2025 present a significant challenge to existing
timber processing sectors. Other non-timber
benefits of forestry such as ecosystem services,
tourism and recreation have potential added-value
in the longer term.

12.3 CAP Post 2020
Currently the structure of the new CAP is being
negotiated and this provides an opportunity to
ensure that a positive framework is in place to
support afforestation at national and farm level in
the coming years. CAP post-2020 and the review of
state aid rules will have a significant influence on
measures and targets contained in the next forestry
programme. It is vital that provisions for support of
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Ireland’s forestry sector are maintained and where
appropriate, enhanced. This is particularly so in
relation to farm forestry and timber mobilisation
objectives.

12.4 Investment Scenarios
The trading of semi-mature forest properties and
related investment packages continue to evolve.
Such packages include propositions on the forward
selling of timber harvest rights. This is a relatively
new development in the private forest sector and
may involve a range of investment scenarios and
options for private forest owners (Irish Farmers
Journal, 2016). A robust analysis of such investment
scenarios from an economic and legal perspective
is central to exploring the merits of this expanding
forest investment sector. In certain cases, interest
in semi-mature plantations may provide options to
address landowners concerns over the perceived
long production cycles and reduced asset liquidity
associated with forestry.
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