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This paper is part of a series of discussion papers published by 
Riparian following the global spread of COVID-19. Our objective is to 
share insightson the impact ofCOVID-19on the food and agriculture 
sector. Rather than solely focus on the relative performance of 
private market agriculture assets (for example farmland), we seek to
analyze the impact of one of the most disruptive and unpredictable
economic events in recent memoryusing a range of publicly available
data sets. 

THE GREAT LOCKDOWN HAD DEEP 
ECONOMIC IMPLICATONS 
COVID-19 has had far reaching impacts on everyday life, economies 
and markets. Available data, and particularly ‘high-frequency’ data 
inclusive mobility and transaction data sets, provide a detailed 
historical footprint of the extent of the disruption caused byCOVID-19
(see chart 1).

We expect manypeople were happyto see the end of 2020 and  
rightfully so. It was a year of massive disruption that resulted in 
economic growth falling further than that seen during the Global
FinancialCrisis. World GDP fell -3.3%in 2020versus -0.1%in 2009.15

Economies globally, in the developed and developing world, 
reported quarterly falls in GDP outpacing levels recorded during 
2009.16 Australia may have escaped the devastating death toll 
from COVID-19seen elsewhere in the world and to a degree the
worst of the market impactsof the Global FinancialCrisisbut the
impressive economic engine that had hummed without a major
hitch since 1991, recorded its first recession in almost 30 years in mid-
2020.17 

The food and agriculture sector did not entirely escape the impact 
of COVID-19, restaurants and by implication supply chains and 
commodities reliant on restaurant trade have seen a sharp and 
dramatic fall in sales. Products relying on air freight (particularly 
seafood)have experienced similar challengeswhile trade and labor  
shortages have been ongoing features globally. However, 
economic indicators suggest household food expenditure, 
agricultural commodity prices and agricultural product trade
performed well during 2020 providing a foundation for the 
resilience of the food and agriculture sector.

WORLD TRADE OF AGRICULTURAL 
PRODUCTS FALLS MUCH LESS THAN 
TOTAL MERCHANDISE TRADE
Global trade of agricultural productswas unchanged in Q1 of 
2020 and fell 5% in Q22020.This compares to falls in world 
merchandise trade of 6% and 21% respectively.18

The resiliency of agricultural trade relative to merchandise trade, 
as the Food and Agriculture Organization of the United Nations 
reported, is considered the result of, amongst other things,
food being an essential good,its relative inelastic demand,the  
constraints to replacing food imports through domestic production 
and the high degree to which agricultural trade takes place in bulk 
shipments.19

For Australia, despite tradetensions total exports of goods to 
China in 2019-2020 surpassed 2018-2019 levels.20 Total 2020-2021  
exports will be watched closely. That said, China is still expected 
to remain Australia’s most significant agricultural trading partner. 
However, agricultural exports to China vary widely by commodity.
Barley export volumes to China have fallen from 2019 levels (there

INTRODUCTION
Historical evidence suggests that the performance of agricultural 
sector assets are uncorrelated with traditional markets and at times
have shown to be lesssensitive to periodsofeconomic contraction.1

The recent COVID-19pandemic or “Great Lockdown” has reinforced 
agriculture’s position as a resilient asset class.
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isevidence China is relying on French and Canadian barleyto meet  
demand) while recordvolumesof wheat were exported toChina in 
late 2020.21 22 Importantly for Australian agricultural exports to 
Asia, despite contraction in incomes in key economies over 2020 
(as reported in Nov 2020 the forces of population growth and
income growth significantly influence total food consumption), 
incomes of most major trading partners remain above 10-year
average levels. 23

HIGHER AT HOME FOOD EXPENDITURE  
As we’d expect and as we now well know, household spending on 
food for consumption at home increasedduring COVID-19.However, 
durable (generallydefined asgoodsthat have utilityover a long  
period of time and range from toasters to cars) and non-durable 
goods (essential products including food) consumption during 
2020 was not entirely consistent with trends during past 
recessions. The RBA previously identified that “during deep 
recessions, spending on consumer durables and capital goods in 
Australia has fallen sharply. In contrast, growth in household
spending on non-durables and servicesslows on average but
remained positive. The experience in the United Stateshas been 
similar”.24While food spending (non-durable good) in Australia 
increased in 2020 so did spending on furnishings & household 
equipment (durable good)breaking from historical precedent.25

CHART 1: The Great Lockdown disrupts life and business activity globally

CHART 2: Year-on-year growth in world merchandise trade,  2019 Q4-2020 Q2

Source: WTO Secretariat estimates.

CHART 3: Share of household expenditure on select items
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AGRICULTURAL COMMODITY PRICES
OUTPERFORM
Given the historical resilience of non-durable goods during periods
of economic contraction, it is not a surprise that agricultural
commodity index returns outperformed the global commodity 
benchmark index (per S&P GSCI) returns across 2020.26Closer to 
home, Rabobank’s Australian Rural Commodity Index, a measure
of local farmgate prices, finished 2020 above year earlier levels but
below peak levels reached in March 2020.27

CONSUMER STAPLES FARE BETTER
THAN MOST DURING EARLY STAGES
OF COVID-19 LOCKDOWNS
As long-term investors in real assets we are not overly concerned
by short term trends and daily movements in equity markets.
That said, we recognize they provide a barometer of trends and
sentiment in the market and at times the general economy.

PRIVATE MARKET AGRICULTURAL 
ASSET VALUES RESILIENT 
The improvement in climatic conditionsacrossvast areas of  
Australia during 2020, the resilience of agricultural trade and
commodity prices formed a strong foundation for private
market agricultural asset performance. Similar to consumer 
staples, agricultural assets were more resilient and less
sensitive to the economic implications of the Great Lockdown
than most asset classes.30

CONCLUSION
The agriculture sector has not escaped the impacts of COVID-19 
unscathed.However, to date privatemarket asset values, 
household food consumption, global trade, commodity prices and 
public market consumer staples index demonstrate the resilienceof
the sector in the face of one of the deepest economic recessions in
recent times. In fact, the greatest influence on Australia’s agricultural
prospects during 2020was not COVID-19so much as the return of
more favorableclimatic conditions.

We are well aware that COVID-19 continues to create challenges 
across the globe. It therefore still represents a source of risk and 
opportunity for agriculture sector participants, and it may do for 
some time yet. 

As highlighted by the Federal Reserve, health care and
consumer staples stocks (which includes Archer Daniels
Midland, Hormel Foods, Hershey Foods, Kraft Heinz, Tyson
Foods, General Mills amongst others) fared well during COVID-
19 and were much more resilient than the hardest hit 
sectors of energy, financials and industrials. However, while 
the consumer staples sector was resilient, the sectors
recovery clearly lagged the strong performance of technology
and consumer discretionary stocks.29

CHART 5: Stock market performance by industry 

CHART 4: 2020 performance of the S&P GSCI Commodities28 CHART 6: Asset class performance – December 2019 to December 202031
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Source: Moringstar Direct

Source: S&P Dow Jones Indices 

Source: Federal Reserve Bank of St. Louis
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DISCLAIMER
This document is intended for professional advisers and asset 
consultants only. This document is prepared by Riparian 
Capital Partners Pty Limited ACN 630 179 752 (‘Riparian’) as a
corporate authorised representative of Pinnacle Investment 
Management ABN 66 109 569 109 AFSL 322140 (‘Pinnacle’).
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Past performance is for illustrative purposes only and is not 
indicative of future performance. Unless otherwise specified, all 
amounts are in Australian Dollars (AUD).The information is not  
intended for any general distribution or publication and must be 
retained in a confidential manner. Information contained herein 
consists of confidential proprietary information constituting the sole 
property of Pinnacle and Riparian and respecting their investment 
activities; its use is restricted accordingly. All such information should 
be maintained in a strictly confidential manner. Whilst Pinnacle and 
Riparian believe the information contained in this communication
is reliable, no warranty is given as to its accuracy, reliability or 
completeness and persons relying on this information do so at their 
own risk. Subject to any liability which cannot be excluded under 
the relevant laws, Pinnacle and Riparian disclaim all liability to any 
person relying on the information contained in this communication 
in respect of any loss or damage (including consequential loss or 
damage), however caused, which may be suffered or arise directly
or indirectly in respect of such information.

The information and opinions in this document are based on 
sources that Riparian believes are reliable and accurate. Riparian 
makes no representations or warranties of any kind as to the 
accuracy or completeness of the information contained in this 
document and disclaim liability for any loss, damage, cost or 
expense that may arise from any reliance on the information or 

any opinions, conclusions or recommendations contained in it,
whether that loss or damage is caused by any fault or negligence
on the part of Riparian or otherwise, except for any statutory
liability which cannot be excluded.

The information is not intended as a securities recommendation
or statement of opinion intended to influence a person or persons
in making a decision in relation to investment.

The information in this communication has been prepared without 
taking account of any person’s objectives, financial situation or 
needs. Any persons relying on this information should obtain 
professional advice before doing so. The issuer is not licensed to 
provide financial product advice. Please consult your financial 
adviser before making a decision.

Any opinions and forecasts reflect the judgment and assumptions 
of Pinnacle and Riparian and their representatives on the basis of 
information at the date of publication and may later change without 
notice. Any projections contained in this document are estimates 
only and may not be realised in the future.

The information is not intended as a securities recommendation 
or statement of opinion intended to influence a person or persons 
in making a decision in relation to investment. Unauthorised use,
copying, distribution, replication, posting, transmitting, publication, 
display, or reproduction in whole or in part of the information 
contained in this communication is prohibited without obtaining 
prior written permission from Pinnacle. Pinnacle and Riparian and 
their associates may have interests in financial products and may 
receive fees from companies referred to during this communication.

“Riparian zone” refers to a broad zone 
spanning from the riverbank to the floodplains; 

it occasionally includes hill slopes that may 
influence the stream ecosystem.

Oxford Dictionary2018
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