
August 2020 

 

1/7 RaboResearch | The Grain & Oilseed Sector in a Post-Covid-19 World | August 2020 

RaboResearch 

Food & Agribusiness  

far.rabobank.com 

 

Stephen Nicholson 

Senior Analyst – Grains & 

Oilseeds 

+1 314 317 8278 

Cheryl Kalisch Gordon 

Senior Analyst – Grains & 

Oilseeds 

+61 412 419 209 

Vito Martielli 

Senior Analyst – Grains & 

Oilseeds 

+31 6 1243 2479 

 

 

 

 

 

The Grain & Oilseed Sector in a Post-Covid-19 
World 

What Changes, What Stays, and How to Win 

 

Covid-19 has changed our world as few incidents have. Some short-term impacts (e.g. 

biofuel demand and commodity price declines) were followed by quick recoveries. Some 

medium-term impacts could be mitigated by the availability of a vaccine (e.g. travel 

restrictions) or are recession-induced (e.g. negative impacts on feed demand from a 

potential slowdown in meat consumption in the developing world). But some long-term 

impacts could cause structural changes that require businesses to make strategic changes.  

 

Rabobank grain & oilseed analysts identified seven areas of major, long-term change in a 

post-Covid-19 world. Among those changes, recurring themes emerged that are not only 

confined to demand challenges for grains & oilseeds (e.g. feed and biofuels), but include 

changes to current global or regional policy models (e.g. retreat from globalization). Across 

the entire grain & oilseed supply chain, there are impacts and implications that will require 

business models to adapt and show increased flexibility in the supply chain.  

 

In a post-Covid-19 world, every player in the G&O supply chain – from producers, farm 

input suppliers, and grain merchandisers to processors and grain–based food 

manufacturers – will be impacted. There will be opportunities to be successful, including 

digitizing the supply chain, grain companies building on core strengths (regional vs. 

global), and processors developing flexibility to adapt to rapidly changing consumer 

behavior.  

The Seven Areas of Major Change for G&O 

There have been many conversations about the immediate impacts of coronavirus on food & 

agriculture businesses, but what does a post-Covid-19 environment look like for the grain & 

oilseed (G&O) sector? The pandemic has accelerated some trends, such as contracting biofuel 

demand and deglobalization, and raised new concerns, like food security (see Table 1). 

Table 1: Short- and medium-term impacts of Covid-19 on different G&O subsectors 

Sector 1H 2020 performance 12-month recession outlook 

Biofuels 
  

Malt 
  

Feed 
  

Flour 
  

Oilseed crush 
  

Starch 
  

G&O farming 
  

Cotton 
  

Sugar 
  

Source: Rabobank 2020 

http://far.rabobank.com/
mailto:Stephen.Nicholson@rabobank.com
mailto:Cheryl.KalischGordon@rabobank.com
mailto:Vito.Martielli@rabobank.com


2/7 RaboResearch | The Grain & Oilseed Sector in a Post-Covid-19 World | August 2020 

Increased Government Intervention Is a Common Theme  

The impacts of Covid-19 have stimulated two tracks of thinking: One, the coronavirus has exposed 

the vulnerability of globalization and free trade. Governments might strengthen their countries’ 

self-sufficiency and support domestic production, especially food grains, in the medium term via 

protectionist trade policies, while improving domestic inventories in the short term to buffer 

against future supply disruptions. Two, governments might provide more financial support to 

farmers and companies involved in essential businesses beyond the multitude of different 

domestic and regional economic stimulus packages agreed to by many countries. Coronavirus has 

hurt commodity prices due to decreases in short-term demand, but the long-term impacts of a 

recession and decreased economic growth will also keep both demand for certain G&O products 

and commodity prices subdued. In the US, that has meant the Coronavirus Food Assistance 

Program (CFAP) and Farm Bill programs will kick in under the low-price environment, resulting in 

US government payments comprising a bigger share of farm income. This will disadvantage grain 

& oilseed sectors in regions where governments cannot, or will not, intervene in markets or, even 

worse, in regions where governments might need to increase their income by raising or imposing 

taxes on agricultural exports.  

Changes in Consumer Behavior Will Benefit the G&O Sector  

Consumers have learned to prepare meals at home and are once again shopping for value in the 

grocery store. For the portion of the global population who are suffering job losses and pay cuts, 

the recession is tightening their budgets, while those with no income loss are going out to 

restaurants less and are actually saving money. A portion of those savings is being spent on 

premium grocery items. With the shift to spending more at the grocery store, consumers are 

shopping more in the middle of the store, where G&O products are found (e.g. cereals, pasta, 

pulses, and prepared meals). Grain-based product sales soared at the onset of the pandemic, but 

have since faded and are now only a few percentage points above last year’s sales. Still, some 

lasting changes might stick, as consumers have become more aware of where their food is 

coming from and the related costs (e.g. the food supply chain’s dependence on manual labor). 

One potential added benefit is a strengthening of the trend toward reducing food waste. Fewer 

meals away from home (restaurants, business dinners, conferences) and tighter household 

budgets translate to less food being wasted. At the same time, less food waste may translate to a 

demand reduction for grains & oilseeds, which are needed to produce every moldy loaf of bread 

thrown away and liter of milk poured down the drain. An immediate negative price impact will be 

hard to prove, but in the long run, it may slow the global growth of G&O demand for years to 

come. 

Food Security Is Now an Issue, Resulting in Higher Inventories  

Coronavirus disrupted supply chains, from global trade to the local grocery store. To ensure 

adequate supplies, the food supply chain (public and private) will hold larger inventories of stocks, 

thereby potentially exaggerating demand, which may be supportive to prices in the stock-building 

phase. However, higher stocks over time will reduce price volatility. The supply chain has evolved 

(or is still evolving) from ‘just in time’ to ‘just in case.’ However, increased inventory costs in a 

cost-conscious bulk commodity chain will be reviewed closely. This is especially true in the private 

sector and will be weighed against the risks of potentially running temporarily out of products. 

The good news is that the G&O supply chain has worked very well so far in this crisis, and the 

number of serious disruptions was relatively low. 

https://research.rabobank.com/far/en/sectors/grains-oilseeds/cushioning-corn-us-farm-policy-to-support-producers.html
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Figure 1: Wheat ending stocks in key importing regions are forecast to rise vs. 2018/19 

 
Source: USDA, Rabobank 2020 

Fuel (and Biofuel) Demand Is Expected to Continue Its Downward 

Trend  

This trend was already in place prior to Covid-19 and has been accelerated by the pandemic. 

While the immediate and worst demand reductions were felt early in the crisis in April and May, 

the recovery was quick in many regions. But in most cases, demand has not returned to pre-

Covid-19 levels. The pandemic is having a lasting impact on many aspects of daily living, which 

will mean less fuel consumption. Some of those changes include: working from home, less 

commuting, increased bicycle use vs. public transportation, less business travel, less vacation 

travel, and more virtual events and meetings. Less fuel demand also weighs on crude oil prices, 

which, in general, adds to weak profits in the biofuel sector and negatively impacts feedstock 

prices, vegetable oils, and feed grains. While biofuel margins in many instances have improved 

significantly from earlier this year, lower production-capacity utilization rates will call for 

consolidation in certain regions. In addition, low crude oil prices can also weigh on prices for 

other hard commodities and agricultural commodities, which may encourage acreage shifts to 

other, more profitable crops or farming methods (e.g. organic, non-GMO, pulses).  

Figure 2: US weekly corn use for ethanol 

production, Sep 6, 2019–Aug 28, 2020 

 Figure 3: Year-on-year change in ethanol 

consumption in Germany and the US, 2020* 

 

 

 

Source: EIA, USDA, Rabobank 2020  Source: EIA, USDA, UFOP, Rabobank 2020 

* 2019 months = 100% 

The Pandemic Has Accelerated Trade Dynamics and Deglobalization 

of Supply Chains 

Multilateral trade will continue to fall out of favor in a post-Covid-19 period, due to geopolitical, 

food security, and food safety considerations. Countries’ focus will turn inward to promote 

domestic food production/markets and self-sufficiency, and turn outward to cultivate ‘favored 
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trade partners.’ As a result, there will be more bilateral or regional trade agreements to meet 

those goals. Greater emphasis on more domestic or regional food production and trade would 

hurt the competitive advantage of major exporting countries and, to a certain degree, 

multinational grain traders. This can go beyond pure trading to also limiting how and where 

companies can invest in acquiring or building G&O supply chain assets, from storage to 

processing facilities. However, small/medium regional grain & oilseed players – both traders and 

processors – may thrive and be attractive investments. 

Increasing Investment in Digital Supply Chains  

Though digital supply chains are seen primarily as consumer-facing (e.g. Amazon), agricultural 

supply chains will become increasingly digital. Farmers/producers will adopt digital platforms to 

collect, manage, and share information along the supply chain to enhance traceability or to track 

sustainability practices in production agriculture. E-commerce platforms will especially grow in the 

farm input supply chain, which has implications for producers and input suppliers. For example, 

more producers will purchase inputs via an e-commerce platform, thereby bypassing local 

suppliers. Grain companies, agribusiness firms, and producers who are early adopters and prepare 

for the digital supply chain will be the winners.  

Coronavirus May Have a Long Tail for US and Global Feed Demand 

Large supplies of meat, contraction in foodservice, and the resulting drop in demand are 

squeezing profitability in the US livestock sector. The varying species’ biological cycles will create 

a long tail of potentially contracting feed demand. This has already been reflected in US June 1 

corn stocks, in which US total corn demand in the March-April-May quarter was down nearly 20%. 

The short-term pullback has been in US poultry numbers, while a contraction in the pork and beef 

sectors will take longer to be reflected. For example, it will likely take 12 months for the US beef 

industry to work through the backlog of cattle before the impact of reduced cattle on feed will be 

reflected in smaller feed demand. While this reduction in feed demand may be temporary until 

herds are rebuilt, the reduction in US feed demand translates into reducing upside potential for 

feed grain prices. In addition, there is a less-than-rosy feed grain outlook in regions like Southeast 

Asia, due to recession and diseases. Therefore, the recovery pace of China’s livestock sector and 

the resulting demand for feed takes on added importance.  

Flexibility Is Needed to Benefit From the Changes 
to Come 

While Covid-19 has accelerated many of the trends already in place, the post-Covid era may 

accelerate the pace of change across the entire food & agriculture space. The pandemic has partly 

upset the efficient food-system model, and exposed the inflexibility and structural issues of the 

food supply chain. Flexibility and nimbleness will be key to going forward profitably. For example, 

in the G&O space, grain merchandisers/handlers will need to be able to navigate local, regional, 

and global grain moves. For producers in certain countries or regions, this may translate into less 

monoculture, as well as growing multiple crops in order to have multiple markets in which to sell. 

Some of this might be opportunistic and temporary, but some will be structural and long-lasting, 

especially if policy dictates change. For example, the EU’s Farm-to-Fork strategy will shift EU 

farming toward more sustainability by reducing the use of fertilizers and chemicals and moving 

toward more organic farming practices. Likewise, G&O processors will need to add flexibility to 

their facilities – again thinking about all the markets for their products – and/or shift their focus to 

regional demand and market opportunities.  
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Impacts and Implications Span the Entire Grain & Oilseed Supply 

Chain 

In a post-Covid-19 environment, there will be changes throughout the grain & oilseed supply 

chain, providing opportunities for those willing to change. The supply chain will become 

increasingly integrated as regional and local supply chains develop. Players will have to be open 

to change and be flexible, much like we’ve all been in the face of Covid-19.  

Producers. Firstly, the use of technology on-farm has been increasing every year. Not only will 

there be more technology introduced, but the pace of introduction will increase. Digitization 

will infiltrate every aspect of the farming operation: production, input procurement, finance, 

product traceability, and marketing. Integrating this data stream, harvesting usable information, 

and monetizing this data will be the challenge.  

Secondly, new demand channels need to be developed, much like corn ethanol was developed 

in the late-1970s. As discussed above, Covid-19 has accelerated the ongoing, decreasing, long-

term demand trend for ethanol and, therefore, corn. Farmers will need to be more attuned to 

their local market, and find new crops to produce for local/regional markets and processors, 

such as organic, non-GMO, gluten-free grains, pulses for plant-based protein foods, etc.  

Thirdly, with government payments – at least over a certain period of years and/or certain 

regions – becoming a larger part of net farm income, producers will need to know and integrate 

their government payments into their income statements. This will help their banker to 

understand the full impact of government payments on their operation and help them obtain 

financing for the farm business. 

Farm input sector. The development of a digital platform in the G&O/farm input space will 

speed up in a post-Covid-19 world. Firstly, platforms to collect, manage, and share data will 

mature, as farm input suppliers redefine their relationship with producers as that of a coach 

instead of just a supplier. Secondly, as producers become more comfortable with an Amazon-

type model to procure inputs, there will be a continued consolidation of ag retailers. Ag 

retailers will be more like distribution centers vs. brick-and-mortar storefront operations. The 

early adopters of this platform will be the winners. This transformation in the relationship 

between the producer and input supplier will encourage further consolidation of farms, ag 

retailers, and farm input suppliers. 

Grain processors, grain companies, and grain-based food manufacturers. As an integral 

part of the supply chain, they are, like farmers, impacted by a number of the identified trends 

and changes. Changes to trade, views on globalization, and food security all point to diminished 

export volumes and under-utilization of export facilities.  

Firstly, grain companies may need to rethink the move away from local grain-handling facilities 

as supply chains become local or regional. This change in the supply chain strengthens the 

hand of regional players and processors.  

Secondly, the G&O supply chain – from the farm to the processor/manufacturer or to the 

export market – may change as players in the chain become more specialized. Players will 

become stronger by emphasizing their strengths. This may take many forms. If you have a 

strong export network, you would focus on exports (e.g. ADM, Bunge, Cargill, and Louis Dreyfus, 

or ‘the ABCDs’ of grain trading). Regional players, as previously mentioned, would potentially 

focus on grain origination and/or develop their traceability capabilities. In other words, more 

division of labor and specialization along the supply chain makes it more flexible and safer.  

Thirdly, processors and manufacturers in the G&O sector will need to become more flexible in 

their processes. Changes in consumer eating habits and foodservice (it is estimated that up to 

50% of restaurants will permanently close) have made one part of the processing/ 
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manufacturing chain less relevant, as grocery stores supply more food to consumers vs. 

foodservice. This may result in more flexibility in manufacturing lines, in order to accommodate 

these changes. More regional supply chains and demand for more sustainable grains & oilseeds 

will require more specialty processing and flexibility to handle smaller volumes. Large 

processing facilities may cede business to the smaller, more nimble specialty facilities, as 

consumers look for new and innovative foods to serve at home.  

The post-Covid-19 world is going to be different. The volatility of and changes to the G&O 

landscape will demand our imagination, flexibility, and openness to new market possibilities. 
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