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The outlook for the global poultry industry in 2017 has been shaken up by a sharp increase 
in the number of human avian influenza (AI) cases in China. It has dramatically changed 
Chinese market conditions from very bullish to very bearish as prices have fallen sharply, to 
historic lows. The AI situation has significant implications, both locally (closure of wet 
markets) and globally (falling trade to China with lower prices). AI has also been spreading 
over other parts of the world, including Europe, Africa, and the rest of Asia, but its impact on 
markets has been relatively low there, with most industries still performing relatively well.  

After a sharp increase in the number of 
human AI cases in China, fears are rising  
over human-to-human cases with a risk of  
a pandemic, but no signs of such cases have 
been found so far. The economic impact  
of these human AI cases is big, with falling live 
broiler prices (-50% compared to early Q3) 
and a slowdown in import growth. Consumers 
have moved away from wet markets, which 
usually sell over half of all poultry. 

Global AI impact on trade is significant, with 
ongoing restrictions on US and EU poultry 
exports. The recent Chinese human AI cases 
dramatically turned Chinese market conditions 
and are reducing the appetite for poultry 
imports in the coming months. This will affect 
global markets for wings, feet, and legs. 
Markets, including China, will gradually 
recover after the Northern Hemisphere  
winter season.  

Markets with a domestic focus are still 
performing well, including some markets  
with AI outbreaks, such as India, Russia, the  
EU, and Ukraine. Supply tends to be tight, and 
many markets are benefiting from lower feed 
costs, especially in Russia, Brazil, South Africa, 
and India.  

The new global AI crisis provides another 
wake-up call. It will force the industry and 
governments to further modernise business 
models, as the virus will remain endemic in 
wild bird populations. Optimal biosecurity, 
modern value chain and distribution models, 
and regionalisation will be key themes. 

 

Improved conditions, but rising AI concerns challenge outlook 

US: Price pressure from high meat supply 
 Increasing pork and beef supply 
 Prices and margins pressured 
 Moderate export growth 

Brazil: Improved performance 
 Lower feed costs support margins 
 Exports have slowed, with growth at only 2%  
 Improved domestic market in 2H 

EU: Many AI outbreaks, but solid market 
 Most EU countries affected by AI cases 
 Ongoing strength of exports shows 

flexibility 
 Solid performance expected in Q2 on low supply 

China: Human AI cases shock market 
 Sharp increase in human AI cases has turned 

market conditions, with prices falling markedly 
 Many wet markets have been closed by government 
 Higher-than-expected import levels of GPS in Q4 
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Global outlook 

Good performance—but human AI cases 
are shaking up global markets 

The global poultry industry is currently doing well in 
most parts of the world, especially in domestically-
focused industries, despite a sharp increase in the 
number of avian influenza (AI) outbreaks. The notable 
exception is China, where the market turned sharply over 
the last two months after an increasing number of 
human AI cases were found, and this is having a 
significant impact on global markets (see Figure 1).  

Many countries in Asia (such as China, South Korea, 
Japan, India, Taiwan, and Vietnam), Europe (Russia, 
Ukraine, and most EU countries—including major 
producers like the UK, the Netherlands, Germany, France, 
and Poland), and Africa (Egypt, Nigeria, and Uganda) 
have been affected by a sharp increase in the numbers of 
outbreaks of different AI strains like H5N1, H5N8, H7N9, 
and the new strain of H5N6.  

The most worrying development is a recent increase  
in the number of human cases of the H7N9 strain in 
southern and eastern China. The Chinese government 
has reported 79 human cases of AI in the month of 
January, the worst increase in human H7N9 outbreaks  
in Chinese history. Most cases have been bird-to-human 
infections, but some suspicious cases have been found  
of possible human-to-human infections, raising fears  
of a human pandemic. The Chinese government has 
responded to the increased AI risk by closing down  
many wet markets in southern and eastern China.  

The human AI cases have had a big impact on market 
conditions in China, which turned sharply—from a bullish 
outlook driven by a historic low poultry supply to an 
oversupply situation—as consumers moved away from 
buying at wet markets, resulting in sharp falls in poultry 
prices in China. Prices for broilers have dropped by 50% 
since early Q3 2016, with a large drop in February, and DOC 
prices have dropped from CNY 3/DOC to CNY 4/DOC in Q3 
to less than CNY 0.5/DOC in February.  

The sharp turn in Chinese market conditions is already 
having significant impact on global markets, and trade is 
now expected to drop after its fast growth during 2H 2016. 
This will especially affect Brazil, which has been supplying 
the majority of the direct imports into China. Regions that 
export to China indirectly through Hong Kong, such as the 
EU and the US, will also be affected. This situation will 
certainly impact the outlook for the poultry feet, wing, and 
leg markets in the coming months. The impact on poultry 
imports will be reduced slightly by consumers switching 
from buying chicken in wet markets to buying processed 
chicken at retail stores or food service establishments. 

The AI pressure in Northern Hemisphere countries usually 
declines at the end of Q1, and the industry and consumers 
hope the situation in China will then improve. China’s 
markets could then return to the fundamentals of Q3 2016, 
with ongoing tight supply due to low breeding stock 
imports. Having said this, the disease pressure at wet 
markets will likely force China to accelerate the shift from 
this traditional sales channel to more modern channels.  

Except for China, industries in most regional markets have 
performed well. Industries in countries like Russia, South 
Africa, India, Brazil, and Indonesia are now benefiting from 
more balanced market conditions, with strong local market 
growth and lower feed costs—aided by good local crop 

Figure 1: Global broiler, beef, and pork prices vs. feed cost 
monitor, Q1 2007-Q4 2017f 

 Figure 2: Rabobank global poultry trade monitor,  
Q1 2011-Q4 2016 

 

 

 

Source: Bloomberg, Food and Agriculture Organization of the United 
Nations, national statistics, Rabobank 2017 

 Source: Bloomberg, national statistics, Rabobank 2017 
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harvests—or expectations of the same. The situation in 
Russia is interesting, as the good performance is occurring 
at the same time as a loss of access to some export markets, 
which the country has been carefully building up in recent 
months. Good supply discipline and lower feed costs have, 
however, helped the industry to recover. This is also the 
case in South Africa, where the industry has finally achieved 
positive margins after a long period of losses. Lower supply 
is helping to rebalance markets.  

In contrast, the situation in global markets is now very 
challenging. The US industry has been challenged by a 
strong dollar, together with the slow reopening of export 
markets after AI outbreaks in recent years. It lost some 
market share in the relatively flat global market in Q4 2016 
(see Figure 2). Interestingly, the EU and Thailand have been 
able to gain market share in global trade. In the case of 
Europe, this has been a big achievement, given the 
challenge of many AI cases. The ongoing growth in Thailand 
is a more long-term trend in which the industry benefits 
from its strong quality and price reputation against key 
competitors China and Brazil. The performance of the 
Brazilian poultry industry has been disappointing, with a 
10% drop in exports in Q4 2016 compared to the year 

before, but this has been compensated by higher 
average export prices that made it more profitable than 
1H 2016.  

The outlook for global poultry will remain challenged by the 
ongoing AI pressure, which is still spreading in Asia, Europe, 
and Africa and remains a risk for other regions. It is 
expected that the AI pressure will gradually subside after 
the Northern Hemisphere winter season, and markets 
should gradually start to return to more normal conditions, 
with restrictions in breeding stock trade, especially from 
Europe, helping to keep supply in international markets 
relatively balanced. 

After several years of declining feed prices, a gradual price 
increase is expected in the coming years, with wheat supply 
a bit tighter than predicted due to an historic low wheat 
crop in the US, lower-than-expected Russian wheat supply, 
and weather concerns over the next harvest in Argentina, 
which could affect corn and soybean supply.  

The industry should prepare for a gradual increase in feed 
costs and learn from the past that tight supply/demand 
conditions are the best way to pass higher feed costs 
along the value chain.  
 

Table 1: Global live broiler and feed ingredient monitor, Q1 2014-Q4 2017f 

  2015 2016 2017 Change 

  Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1f Q2f Q3f Q4f Q4-Q3 Q1-Q4 

Live broilers 
USD/kg 

EU  0.94 0.94 0.93 0.85 0.85 0.87 0.92 0.86 0.82    -6% -5% 

Brazil 0.82 0.76 0.78 0.79 0.70 0.76 0.95 0.93 0.83    -2% -11% 

China 1.28 1.18 1.18 1.00 1.18 1.22 1.20 1.08 0.70    -9% -35% 

Grains & 
oilseeds 

Wheat (USD/bu) 524 505 510 493 466 471 406 403 420 440 450 470 -1% 4% 

Corn (USD/bu) 385 365 382 373 363 391 332 348 360 380 385 375 5% 3% 

Soymeal 
(USD/tonne) 

338 315 335 292 267 356 337 311 335 345 345 340 -8% 8% 

Source: Eurostat, Food and Agriculture Organization of the United Nations, national statistics, UBABEF 2016, Rabobank 2017 

Table 2: Global whole chicken and chicken cut markets (USD/100kg), Q1 2014-Q1 2017f 

  2015 2016 2017 Change 

  Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q1f    Q4-Q3 Q1-Q4 

Whole 
chickens 

Brazil wholesale 125.4 116.9 106.1 107.4 100.5 106.5 134.5 136.4 118.9    +1% -13% 

EU wholesale 210.3 210.5 212.6 199.3 197.0 203.5 198.1 188.7 189.0    -3% +0% 

Breast meat 

EU import price 
Brazil 

257.5 253.7 235.2 223.2 222.1 207.4 204.1 191.2 193.1    -2% -2% 

EU import price 
Thailand 

328.4 340.3 320.1 273.5 268.2 248.8 243.6 244.2 242.8    -3% +5% 

Leg quarters 
US leg quarters, 
north-east 

84.7 70.3 55.8 52.0 60.5 73.5 73.7 72.2 69.5    0% -3% 

Japan import price 180.2 176,5 177.6 170.5 191.5 157.7 168.0 185.9. 182.3    +15% +4% 

Feet China import price 160.0 211.1 224.4 221.6 202.5 204.5 217.7 220.1     +7% +5% 

Processed 
chicken 

EU import price 
Brazil 

302.3 301.6 283.1 229.9 236.3 211.8 216.2 213.5 192.8    +1% +4% 

Source: Eurostat, Food and Agriculture Organization of the United Nations, national statistics, UBABEF, USDA 2016, Rabobank 2017 
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Dashboard 

Legend and units 

Production Exports Imports Price Feed price 

tonnes production weight kg kg 

∆ = year-on-year change All prices in local currencies 

EU: Oversupply has depressed EU margins, but bottom reached 

Production broiler Export poultry Import poultry Whole frozen broiler price Feed price 

Growth in CEECs Weak euro More Thailand and Ukraine Weak heavy bird market Lower costs 

Dec: 429 YTD: 8,670 Dec: 140.0 YTD: 1,602 Dec: 63 YTD: 899 Jan: 1.74 YTD: 1.74 Oct: 0.34 YTD: 0.32 

∆ -3.0% ∆ +2.6% ∆+4.3% ∆ +6.6% ∆ -11% ∆ +2.8% ∆ -2.2% ∆ -2.2% -2.8% +0.2% 

Source: Eurostat, EMA 2017 

US: Production growth slowdown to rebalance markets 

Production broiler Export poultry Composite broiler price Whole broiler price Feed price 

Growth to slow HPAI is the key On the upswing Modest decline ahead Feed cost relief to slow 

Dec: 1,500 YTD: 18,454 Dec: 278 YTD: 3,014 Feb: 1.82 YTD: 1,74 Jan: 2.38 YTD: 2.38 Oct: 0.21 2015: 0.21 

-0.8% +1.6% +28% +5% +0.9% -1.5% -3.5% -3.5% +9% +9% 

Source: USDA 2017 

Brazil: Strong demand challenged by sharply rising costs 

Production broiler Export poultry Live broiler price Whole broiler price Feed price 

Slowdown growth Disappointing levels Lower costs Lower costs Better feed grain crop 

Dec: 1085 YTD: 10,039 Dec: 365 YTD: 4,307 Jan: 2.66 YTD: 2.66 Jan: 3.83 YTD: 3.83 Oct: 0.73 YTD: 0.73 

-1.8% +2.3% -9.1% +1.9% -3.5% -3.5% -1.8% -1.8% -20% -20% 

Source: CECEX, MDIC 2017 
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US  
US chicken prices had another weak start to the  
year, matching the challenging beginning to 2016  
(see Figure 3). The weakness in prices is evident in the 
contraction in profit margins of US chicken producers 
during the December quarter, which averaged 7.7%—
slightly below the same quarter of 2015.  

The situation in chicken pricing is really twofold, where 
some improvement in US chicken exports is being  
offset by a difficult domestic market due to increased 
competition from expanding supplies and lower prices  
of beef and pork. 2016 was the first year in some time 
that all three major proteins increased production—and 
by a material amount. We expect a similar increase in 
production of US protein supply in 2017, which will  
again pressure white-meat chicken prices. 

US chicken production increased by 1.6% in 2016, and  
we expect a similar level of supply growth in 2017—to 
the tune of 1.5% to 2.0%. The major uncertainty will  
be export levels, with AI spreading across other major 
Northern Hemisphere poultry markets over the last  
two months. The US and Canada have not had any  
AI incidents in commercial poultry production, but we  
see this as a major wildcard through the spring. 

 

 

 

 

Mexico 
The poultry sector in Mexico has been performing well, 
with 2016 one of the most profitable years for Mexican 
producers. The situation is helped by the Mexican poultry 
sector being free of AI to date—no cases were reported 
to the end of December 2016. In combination, this will 
lead to increased production and a strong consumer 
base for the first half of 2017. 

As profit margins for producers averaged around 7.5%  
at the end of 2016, we expect chicken production to 
increase by 2.5% in 2017, an increase of 65,000 tonnes. 
This increase in production is mainly driven by the higher 
margins experienced last year and a strong recovery of 
the domestic flock. 

Imports of chicken will account for 20% of total Mexican 
poultry supply, as demand continues to outpace supply. 
If trade policies continue as they are, imports in 2017 are 
expected to reach 850,000 tonnes, a 3.7% increase from 
2016. As questions remain over the review of NAFTA,  
with no sign of how potential negotiations will play out, 
Mexico has begun looking for other markets  
to diversify imports and exports. In the past, Mexico  
has not only imported from the US, but also from Chile  
and Brazil. 

As pork and beef prices continue to rise, poultry prices 
have remained relatively stable, and at the beginning  
of 2017, they are showing signs of a decrease—to  
MXN 32.5/kg compared to MXN 35.5/kg at the end of 
2016 (see Figure 4). This will continue to make poultry  
the protein of choice for consumers, supporting 
domestic consumption for 2017. Poultry consumption  
is expected to increase to 4.2m tonnes in 2017,  
a 2.5% increase YOY. 

Figure 3: US composite chicken prices, Jan 2015-Feb 2017  Figure 4: Mexico meat prices, Jan 2015-Dec 2016 

 

 

 
Source: USDA, Rabobank 2017  Source: GCMA, Rabobank 2017 
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Brazil 
After a challenging 2016—due to extremely high  
local corn prices—the outlook for the Brazilian poultry 
industry is much more positive for 2017, particularly 
because costs are expected to decline during the year. 
Actually, this trend is already happening. In January  
2017, when the domestic summer corn harvest started, 
indicative feed prices were, on average, 21% below 
January 2016 (see Figure 5). This is a result of a material 
increase in local corn availability, estimated to be at least 
10% higher than the 2016 summer crop, when a serious 
drought hit important grain areas in Brazil. 

On the domestic market (70% of industry sales by 
volume), Rabobank does not expect the recovery in local 
meat consumption to start until 2H 2017, despite a more 
positive economic scenario for 2017. Therefore, export 
performance will be crucial for industry performance. 

Turning to the global market, Brazilian poultry exports 
increased by 2% in volume terms in 2016, compared to 
2015. During 2017, Brazil will probably continue to take 
advantage of the international circumstances, with 
competitors still facing serious challenges in dealing with 
AI. Increasing Brazilian poultry exports to Asia and MENA 
will probably continue, although the current market 
downturn in China could affect short-term volumes. 

Overall in 2017, the Brazilian poultry industry is expected 
to achieve margins higher than in 2016, which is likely  
to support a supply increase of about 3%. Meanwhile, 
competition among the main Brazilian players is likely  
to continue to be intense, particularly in the domestic 
market. Sustaining market share will be crucial, given  
the expectation that consumers will gradually recover 
purchasing power during 2017 and beyond. 

EU 
The EU poultry industry has been hit by a wave of AI 
outbreaks across the continent. Most countries (except 
Spain and Belgium) have been hit by outbreaks, mainly 
of H5N8, including key production areas like Lower 
Saxony, the Netherlands, southern France, and central 
Poland. Many countries/regions in Europe have been 
closed for exports, but interestingly, total EU exports  
in 2016 increased by 8%, to a record level of more than 
1.6m tonnes, including a fairly positive 120,000 tonnes 
exported in December. This shows the flexibility of the 
EU poultry industry in terms of market distribution.  

Ongoing export volume growth and restricted supply 
growth due to AI have led to a price hike in February—
from its low November level to the same level as last 
year. This has been positive for margins, which were 
under pressure in Q3 and early Q4 (see Figure 6). The 
tighter EU supply conditions have occurred despite 
ongoing growth in imports, which reached  
900,000 tonnes for 2016. Imports from Thailand (270,000 
tonnes), Ukraine (45,000 tonnes), and Chile (27,000 
tonnes) were especially strong, and all gained market 
share in trade from Brazil despite their quota restrictions.  

The outlook for the EU poultry sector is moderately 
positive, with AI risks expected to decline after the  
winter and markets gradually reopening in the summer 
months—usually the most profitable months for the 
industry. Ongoing weakness in the euro will provide EU 
producers with a competitive edge in export markets, but 
will keep input costs high. These high input costs will be 
the biggest challenges for the industry in Q2 and Q3.  

Figure 5: Brazil Chicken and feed prices, Jan 2011-Jan 2017  Figure 6: Broiler feed price and margin trend in north-
western Europe, Jan 2010-Dec 2016 

 

 

 
Source: SECEX, MDIC, Rabobank 2017  Source: Bloomberg, Rabobank 2017 
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Russia 
The Russian poultry industry has been hit by several AI 
outbreaks across the country, including cases at large 
poultry farms in the Astrakhan district and Rostov-on-
Don, but also in important production regions like 
Krasnodar and Voronezh. This has resulted in export 
restrictions for the Russian industry, just when it has 
successfully built a position in the global poultry market.  

A positive for the Russian poultry industry has been the 
recent reduction in supply growth, to only 2.5% over 
2016:  one of the lowest growth levels in decades. This 
has helped the industry to establish and even improve 
the margins over Q4 2016 and Q1 2017 (see Figure 7). 
Prices for poultry have moved to the highest levels in 
years, and the industry is also receiving support from 
improving beef and pork prices.  

On the cost side, lower prices due to the good 2016 crop 
harvest have also started moving through the value 
chain. Corn and—to a more limited extent—wheat prices 
have dropped sharply since the crop harvest in Q2 2016. 
The more import-driven market prices for soybeans have 
remained high in Russia. 

The outlook for the Russian industry is positive, with 
gradually improving economic conditions, a slightly 
stronger rouble, and AI pressure expected to gradually 
decline after the winter months. The biggest concerns 
are supply growth discipline and the potential negative 
impact of revisions to crop harvest figures for Russia, 
which could lead to some upward price correction for 
domestic grain prices.  

South Africa 
The South African poultry industry had a tough 2016, 
with an especially weak performance over the first three 
quarters. Major poultry companies reported weak 
financials and were forced to reorganise their business. 
Several major strikes took place in South Africa, with EU 
poultry imports blamed for the challenging situation for 
the local industry. A 13.9% safeguard import levy has 
been introduced on EU imports until mid-2017.  

The biggest problem for the South African poultry 
industry was very high domestic supply levels. These 
resulted from more than 6% growth in domestic 
production and a 20% increase in imports over the first 
three quarters of 2016. Drought, which led to a very low 
grain harvest and sharply increasing feed costs, was also 
problematic. This resulted in a margin squeeze, as the 
industry lacked the power to pass on higher costs due  
to oversupply and weak purchasing power due to 
economic conditions.  

This situation turned sharply after Q3 2016, when new 
brining rules were implemented and imports dropped 
sharply after the Q2 peak. Grain prices have recently 
started to drop due to better weather conditions (see 
Figure 8). These positive fundamentals are now flowing 
through the South African value chain, and will support 
margins for the industry in Q1 and Q2 2017. The outlook 
looks significantly better than last year, but keeping 
markets in balance with supply through limited growth 
remains important under current market conditions.  

  

Figure 7: Russian broiler and feed price trend,  
Jan 2011-Dec 2016 

 Figure 8: South African broiler and feed price trend,  
Q1 2012-Q1 2017e 

 

 

 
Source: Rostat, Rabobank 2017  Source: SAPA, Rabobank 2017 
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India 
The Indian poultry industry is still enduring volatile times 
due to recent AI cases, but also due to the recent ban  
on 500 and 1,000 rupee notes. This impacts cash 
availability among buyers of poultry, as most poultry  
is bought at wet markets that lack electronic cash 
payment systems.  

As a precaution, Indian breeders reduced the production 
of DOC in the market, which led to a sharp increase in 
DOC prices from October, with prices now up by almost 
80% (see Figure 9). This happened during a period in 
which several case of H5N1 AI were found in Rajasthan, 
Gujarat, and Karnataka, resulting in a temporary 
reduction in poultry consumption in these regions  
due to consumer concerns about health. 

The months October to January are usually the best 
period for poultry producers, as demand is usually high. 
The rupee restrictions and AI concerns have, however, 
been a major setback, as demand was lower than usual 
(which led to lower-than-expected poultry prices) and 
DOC costs were relatively high. Despite these setbacks, 
the industry has been profitable due to a gradual 
reduction in feed prices, which are now 15% below  
last year’s level, as soybean prices declined after a  
good crop harvest.  

The outlook for the industry is moderately positive, with 
an ongoing benefit from lower feed prices and tight 
supply due to the high DOC prices. Cash availability 
remains an issue, although this is expected to be solved 
soon. When this happens, breeding companies might 
increase production, which will lead to more normal 
prices in 2H 2017. Until then, after the seasonal low in 
March/April, the industry should benefit from good 
market conditions at the end of Q2 and in early Q3.  

China 
Poultry prices dropped sharply in February 2017. This is 
largely attributed to severe AI outbreaks across the 
country. In January, 192 cases of humans affected by 
H7N9 were reported, which tragically resulted in  
79 deaths. The cases cover 16 provinces, with the 
Yangtze River Delta and Pearl River Delta accounting for 
the majority. The market conditions that followed pushed 
live broiler prices down to CNY 4.2/kg in mid-February, 
the lowest level in ten years. DOC prices also dropped 
48% MOM, to CNY 0.5/bird (see Figure 10). However, 
poultry retail prices are resilient, suggesting consumers 
are not panicking as they did a few years ago. We expect 
live bird prices to fluctuate in the coming spring as 
disease may persist, then rebounding strongly after April 
as supply remains tight.  

The grandparent stock level remains low in China. 
Imports in 2016 are estimated at 620,000 sets, down 
12.6% compared with 2015. The import level is much 
higher than previously expected, as the volume increased 
substantially in Q4 2016. In 1H 2017, New Zealand and 
Spain remain the only countries supplying grandparent 
stock to China. It is unlikely that China will lift the ban on 
other countries, given the current AI situation worldwide. 
As a result, we expect white-feathered bird production 
output to drop further in 2017.  

Despite current price levels, we hold the view that poultry 
prices in 2017 will generally go up in response to low 
production. However, any significant increase would be 
difficult, as the economic situation remains tough and 
pork production is expected to recover. The import of 
chicken meat increased by 45.2% in 2016, to  
593,000 tonnes. The imports are mainly wings, leg meat, 
and feet, which are in low supply in China. 
  

Figure 9: India broiler, DOC, and feed price index,  
Jan 2013-Jan 2017 

 Figure 10: China white broiler and DOC prices,  
Jan 2011-Feb 2017 

 

 

 
Source: Bloomberg, Rabobank 2017  Source: China Customs, Rabobank 2017 
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Japan 
The Japanese trading houses were very active in chicken 
imports in the first nine months of 2016, and this has 
resulted in a relatively high stock position (see Figure 11). 
The industry benefited from the combination of a 
stronger yen and a weak Brazilian real. The situation  
in Q4 has turned as the yen weakened and the real 
strengthened, reducing the purchasing power of 
Japanese trading houses. In response, they reduced 
imports from Brazil and gradually increased imports from 
Thailand. This change has also been caused by Brazil’s 
strong focus on supplying the Chinese markets, in which 
there has been a substantial shortage in supply.  

Prices in the domestic Japanese market have increased, 
especially for legs, which are seasonally high in demand 
in the winter months. Domestic prices have been 
supported by higher import prices.  

A main concern for the Japanese industry has been a 
new wave of AI outbreaks in north-east Asia, with Japan 
experiencing several AI outbreaks, including the ‘new’ 
H5N6 strain.  

The outlook for the Japanese poultry industry remains 
relatively positive, with poultry expected to remain the 
only growing animal protein market in Japan, leading to 
1% to 2% growth in 2017. The ongoing high stock levels 
held by Japanese trading houses will help them maintain 
their market power in international trade and provide 
them with the flexibility to source different volumes and 
products from different regions. This could result in 
volatility in the raw chicken market. 

 

Thailand 
The Thai poultry industry increased its total 2016 exports 
by 6% over 2015 levels, to 720,000 tonnes with a total 
value of USD 2.6bn. Exports to the key markets of Japan 
and the EU were strong. In Japan, the Thai industry has 
been able to capture market share from the Chinese 
poultry industry, which has struggled with tight domestic 
supply and rising quality fears after several food safety 
issues in the recent past.  

Ongoing domestic market growth (3.4% in 2016), 
together with increasing export demand, especially  
from Japan in Q4, has resulted in relatively strong prices 
(+10%) in December/January for the Thai industry  
(see Figure 12). The industry also received some price 
support from recovering shrimp prices after a dip  
during most of the year.  

The outlook for the Thai poultry industry remains 
relatively strong. The industry is well-positioned to  
keep its leadership in the value-added poultry market, 
especially in international markets, after China was forced 
to step down following recent food safety issues. This will 
be a good base for further growth. The recent reopening 
of raw meat exports to South Korea and Singapore will 
be an additional growth source for the industry in the 
coming period, and the industry’s target for reaching 
750,000 tonnes export volume this year looks realistic. 
Key for profitability this year will be supply discipline, 
which remains a key challenge in the fragmented Thai 
poultry industry, where overoptimistic production 
expansion by local industry players is common.  

 

Figure 11: Japanese domestic supply, Q1 2012-Q4 2016  Figure 12: Thai broiler-to-feed price monitor,  
Jan 2012-Jan 2017 

 

 

 
Source: ALIC, Rabobank 2017  Source: Bloomberg, Rabobank 2017 
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Indonesia 
The market situation in Indonesia in 2H 2016 has been gradually changing due to the end of  
the parent-stock culling programme. This has resulted in increased production levels and falling 
prices. Prices for standard broilers dropped by 10% between August and November, while feed 
prices have remained fairly stable. From November, market conditions have gradually been 
recovering, with prices in January moving back to August levels due to seasonally strong demand.  

The industry has also been struggling with several AI outbreaks. The government is still working 
to reorganise live bird sales in city centres to reduce risks for human health. The expectation is 
that this will lead to more centralised poultry processing facilities.  

The outlook for the industry remains relatively strong, but volatility in margins will remain  
a challenge as the level of industry expansion and demand growth (around 4% to 5%) will not 
always be at the same speed, leading to periods of lower margins. The current industry expansion 
(triggered by a strong 1H 2016) is a concern for 1H 2017, as new capacity at feed and processing 
levels will come on-stream, and this could easily lead to a period of overcapacity. The coming 
months are usually not the strongest months for the industry, and price pressure can be expected 
until the end of Q2, when the market should recover. A positive for the poultry industry is the 
expected size of the corn crop harvest, which could increase, from 10m tonnes to 12m to  
15m tonnes. The downside for the industry will be a likely closure of corn and wheat imports 
(which in 2016 were 860,000 and 2m tonnes, respectively) due to good local supply. 
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