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NOTE TO THE READER

This report presents the medium-term outlook for EU agricultural markets and income
until 2035 and alternative scenarios analysing both climate change and the adoption of certain
soil management practices.

It is based on a set of macroeconomic assumptions deemed most plausible at the time of the
analysis. Short-term inflation and GDP projections are based on the latest European Central Bank
forecast in the short term, while in the medium term they are based on S&P Global and the
European Commission’s September forecast. In addition, also oil prices and the USD/EUR exchange
rate. Population figures were adjusted in a short-term outlook based on the European
Commission’s forecast and follow growth rates as presented in the latest OECD-FAQ Outlook. The
analyses of agricultural markets rely on: (i) data that were available up to the end of September
2023 for agricultural production and trade; and (ii) an agro-economic model used by the European
Commission. Macroeconomic forecasts and crop-yield expectations are by nature uncertain. To
reflect this, an uncertainty analysis around the baseline was carried out.

The CAP strategic plans of EU Member States are taken into account in both a direct,
quantitative way (decoupled and coupled payments) and an indirect, qualitative way (other policy
measures). For other policy actions and possible targets stemming from them, only those in place
by the end of September 2023 are taken into account. In a similar vein, only free-trade
agreements that had been ratified up to end of September 2023 are considered, which includes
the duration of a temporary liberalisation of a trade with Ukraine.

Uncertainty about macroeconomic developments and geopolitical and trade relations in the next
12 years remains high. It is therefore important to highlight that this medium-term outlook
presents a baseline for future analytical and scenario work by the Commission, and that
this baseline makes it possible to test different developments. This baseline may also provide a
reference for assessing the impacts of different legislative proposals on agricultural markets and
income. In this baseline, and as the nature of econometric modelling suggests, market
developments are assumed to move forward relatively smoothly in the medium term. However,
they are likely to be much more volatile each year depending in part on unexpected external
shocks. Therefore, this outlook report should not be misinterpreted as a forecast. More
precisely, these projections correspond to the average trends that agricultural markets are
expected to follow if current policies and the macroeconomic environment remain unchanged over
the projected period. To provide a more reliable comparison of trends, the report uses average
values over a 3-year period. For arable crops, milk, dairy products and meats this means that
when referring to 2023 (2013), the mean values for 2021-2023 (2011-2013) are used. For
specialised crops, the Olympic averages for 2018-2022 (2008-2012) are used, except for a
shorter period for peaches and nectarines.

An external review of the baseline and the scenarios was conducted at a hybrid outlook
workshop held on 24 October 2023 by the Directorate-General for Agriculture and Rural
Development (DG AGRI), which was organised by Franziska Schweiger, and Lucia Balog. At the
workshop, valuable input was collected from various actors in the EU food value chain.

This Commission report is a joint effort between DG AGRI and the Joint Research Centre
(JRC), with DG AGRI responsible for the content. In DG AGRI, the report and underlying baseline
were prepared by Paolo Bolsi, Vincent Cordonnier, Mariama Djiba, Mihaly Himics, Beate Kloiber,
Adam Kowalski, Dangiris Nekrasius, Eris Papagiannopoulos, Andrea Porcella Capkovicova, Carlo
Rega, Jean-Marc Trarieux, Benjamin Van Doorslaer and Mauro Vigani. DG AGRI’s outlook groups
and market units helped to prepare the baseline.

The JRC team that contributed to this publication included, for the outlook and climate change
scenario: Christian Elleby, Beatrice Farkas, Ignacio Pérez Dominguez, Simone Pieralli, and for
scenarios on soil management practices: Maria Bielza, Franz Weiss, Jordan Hristov, Peter Witzke,
Monika Kesting, Renate Koeble, Ana Luisa Barbosa, and Thomas Fellmann. Marcel Adenauer and
Hubertus Gay from the OECD, and Sergio René Araujo Enciso from the FAO also provided valuable
technical support and expertise.

The text on apples, peaches, nectarines, and tomatoes for selected Member States was prepared
by the AGMEMOD consortium, represented by: Ana Gonzalez-Martinez, Roel Jongeneel, Myrna van
Leeuwen, David Verhoog and Tomas Garcia Azcarate (an external expert).

We are grateful to the participants in the October 2023 outlook workshop and to many other
colleagues for their feedback in the preparation of the report.

This publication does not necessarily reflect the official opinion of the European Commission.
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EXECUTIVE SUMMARY

This Medium-term Qutlook report has been drawn up
considering the main drivers expected to affect the future of EU
agriculture until 2035. These drivers include climate change,
consumer demand, and the evolving farming sector structure.
The report considers how these drivers are likely to affect the EU
agriculture, under the most plausible future macroeconomic
environment, and assuming that the current policy framework
remains unchanged.

Agricultural productivity growth is challenged by pressures from
climate change and impacts on key natural resources like water
and soil. This would lower yield growth and could lead to a shift
of agroclimatic zones towards North, affecting crop cultivation
patterns as well On the other hand, increasing farm sizes have
favoured productivity growth. This trend is likely to contribute
although at a slower pace than in the recent years.

According to the projected trends, the EU will continue to be a
net exporter, and thereby to contribute to global food security.
This will be reinforced by the convergence of productivity levels
in Member States that joined the EU after 2004 compared to the
others, although a gap is due to persist.

Consumer concerns about impacts of their diets are expected to
contribute to lower meat consumption (especially of beef and
pigmeat). At the same time, the consumption of dairy products
is due to stabilise, in line with changing habits (e.g. lower
consumption of drinking milk) and expanding novel uses of dairy
products (e.qg. increasing use of dairy ingredients). On the other
hand, consumption of some plant proteins could grow
(e.g. pulses) while others (e.g. vegetable oils) could record some
decline as consumers are opting for alternatives.

The projected trends also confirm that the CAP remains crucial
in supporting farmers to transit to more sustainable agricultural
production systems, to become more resilient and more
competitive, and to simultaneously fulfil their functions as food
producers and stewards of natural resources and the land.
By doing so, farmers contribute to the food security of both the
EU and world more broadly. In addition to the CAP, the rule-
based trade system and innovation (including digitalisation,
automation, animal breeding and plant breeding) are other
factors that could successfully help EU farmers to adapt to new
market conditions, and cope with evolving societal and consumer
demands.

While the policy environment is considered stable in this Outlook,
macroeconomic conditions are a source of uncertainty. EU
countries also face policy challenges linked to funding public
expenditure due to interest rate increases by central banks to
contain the inflation surge of 2021 and 2022. In this context, the
baseline scenario assumes an average annual global economic
growth rate of 2.5% by 2035; for the EU will return to 2%

average annual inflation after 2024; an exchange rate of
USD 1.09 to the euro until 2025 and of USD 1.12 towards 2035;
Brent oil prices of USD 102 per barrel in 2035; and a slower
world population growth of 0.8% per year.

The amount of EU agricultural and forest land is forecast to
remain unchanged between now and 2035, but there will be
relative changes in the share of different types of land. Climate
and weather-related challenges lead to more volatile
competitiveness of the EU on global markets, and do not
incentivise any cultivation of new arable land. Within arable
crops, land-use shifts from cereals to soya beans and pulses are
expected. This is due to expectations of lower demand for cereals
for feed, and policy incentives to support an increase of plant
proteins. The amount of agricultural land given over to
permanent crops is likely to remain unchanged with new and
more efficient plantations replacing older ones. Permanent
grassland and fodder areas may decline only marginally due to
an expected extensification of animal production. More land is
set to be left fallow given stronger regulatory requirements.

Yields of cereals and oilseeds are forecast to remain stable
despite climate change and constraints on the availability and
affordability of some agricultural inputs (e.g. plant protection
products), thanks to positive developments applicable within a
short time, such as precision farming, more crop rotation and
improved soil health. This could also be further supported by
technological improvements, impacts of which could be rather
seen in a longer term. Cereal production is expected to continue
to be driven by wheat and maize. Production of pulses and soya
beans will also increase in the EU, supported by EU policies
favouring protein crops, crop rotation and increasing needs for
plant proteins. This is likely to lead to an overall reduction in
imports of oilseeds and protein crops.

The demand for animal feed in the EU is forecast to decline over
the coming years due to reductions in the EU’s production of
pigmeat, beef and also a decline in the dairy herd. A drop in
crop-based feed is also expected due to a shift towards more
grass-based (extensive) production systems, and towards more
efficient feed conversion ratios (which are likely to be improved
via genetics and better-targeted feeding systems).

Levels of EU oilseed crushing are forecast to remain stable, but
the use of vegetable oils could decline due to a reduction in
demand for biofuels, with an expected further shift away from
palm oil, at the benefit of rapeseed oil.

Sugar beet production is due to slowly decline, leading to lower
sugar production in the EU. EU sugar consumption is also
expected to decline between now and 2035 because of
consumers shifting to diets with a lower sugar intake, especially



by reducing the high sugar content of food products. Although
the EU will continue to be a net importer of sugar, its reliance on
imports is likely decline.

Demand for biofuels in the EU is also expected to decrease as
the decarbonisation of road transport, the use of crop-based
feedstock to produce biofuels is limited by a production
utilisation cap set in 2020, and the use of advanced biofuels is
expected to grow.

Despite significant challenges, the EU dairy sector showed
remarkable performance in recent years. EU milk productivity
should continue to increase in the coming years, albeit at a
slower pace than in the past, with high quality and sustainability
standards generating more added value in the sector. EU and
national environmental policies already in place are due to lead
to a decrease in the size of the dairy herd, so EU milk production
could slightly decline by 2035. Despite this, production of some
dairy products is still expected to grow (e.g. cheese, whey,
skimmed milk powder) albeit at a slower pace than in the past.
Butter production is likely to remain stable. These developments
are supported both by positive domestic and global demand. On
the contrary, there will be a further decline in the production of
drinking milk and whole milk powder. EU per capita consumption
of dairy products is forecast to remain stable, but lifestyle
changes and the health requirements could increase the demand
for fortified, functional dairy products and nutrition (e.g. elderly,
sportsmen/women, pregnant women). The product portfolio of
EU dairy exports will also need to adapt to changing demand in
trading partners, favouring dairy products of greater added value.
The EU raw milk prices are expected to be well above pre-2022
levels by 2035.

EU beef consumption remains challenged by high price,
consumer health and sustainability concerns. This, combined with
low profitability, stricter environmental and climate regulatory
framework, is expected to lead to further production decline by
2035. Coupled income support and eco-schemes under the new
CAP, together with a relatively good price outlook, will help
slowing down this trend but will not reverse it. The average
slaughter weight will continue its slightly upward trend thanks to
better feed and herd management, and a larger share of
beef-type animals in the productive herd. Declining EU
production may contribute to keep beef prices at a higher level
than in the past. Although EU beef meat exports are due to grow
slowly between now and 2035, EU exports of live bovine animals
are expected to decline gradually due to increased competition
and existing concerns about long-distance transport.

Consumption of pigmeat is challenged by sustainability and
health concerns as well and is therefore projected to decrease
between now and 2035. Intensive pigmeat production systems
are likely to face further societal criticism. African Swine Fever is
assumed to remain in the EU, with no major or uncontrolled
outbreaks forecast. EU pigmeat exports - which increased in the
previous decade - are expected to decline between now and
2035 due to a recovery in pigmeat production in Asian countries.

EXECUTIVE SUMMARY

Imports are likely to remain low and stable. Pigmeat prices could
stay higher than past levels due to increased costs and reduced
EU supply.

Among meats, poultry could continue benefitting from a
relatively healthier image, absence of religious constraints, and
a cheaper price. Together with further export opportunities, this
would push poultry production upward between now and 2035,
albeit at a lower yearly growth rate than seen in the past decade.
Due to environmental laws, expansion may only be possible in
certain EU regions. In the future, the incidence of Avian influenza
is expected to extend over the whole year instead of being a
seasonal event. It will challenge the sector, especially free-range
production systems. EU poultry exports are due to regain
momentum, despite the continuing price gap with world prices.

A decline in the EU production of sheep and goat meat is
expected to continue, following a decline in sheep and goat
herds. These declines are expected despite coupled income
support and favourable prices, although these prices are likely to
increase mare slowly that was the case in the past decade. EU
per capita consumption should remain relatively stable due to
sustained consumption patterns related to migration and cultural
traditions.

On specialised (permanent) crops, the area of land given over
to olives for oil is forecast to remain stable, but climate change
will lead volatility in vields and oil quality. These negative
impacts could be reduced by both the introduction of more
resistant varieties and the changes in production systems
(towards more intensive ones), together with research and
innovation, could reduce the negative impacts. Diverging
consumption trends should persist across the EU, with decreasing
consumption patterns in the main producing countries due to
higher prices, while consumption is expected to keep increasing
in other EU countries due to the growing popularity of the
Mediterranean diet, and health awareness campaigns promoting
the benefits of olive oil over other fats. As growth in EU
consumption of olive oil remain is set to remain relatively stable,
the share of EU production accounted for by exports on will grow.

Wine consumption is projected to continue to decline by 2035.
Moreover, reduced availability of plant protection products,
further irrigation restrictions in some EU countries and volatility
due to climate change could reduce both the area and yields of
vineyards, leading to large fluctuation and on average lower
production volumes. Although uncertainties remain, EU wine
exports could grow over the coming years, albeit at a much lower
rate than in the recent years, while the level of wine imports to
the EU remains low and is expected to decline further.

The production of apples, peaches, nectarines, and tomatoes
will also face challenges related to extreme weather events,
increasing energy costs, limitations on the use of pesticides, and
pest outbreaks. Because of these factors, the EU apple sector
could lose competitiveness and reduce its harvested area. At the
same time, EU per capita consumption of apples could increase



due to consumer preferences for eating more fruit. EU production
of peaches and nectarines is projected to decline between now
and 2035, as consumption is also declining due to a higher
competition of other fruit. Energy costs are an additional limiting
factor for the development of fresh tomato production in some
EU countries such as the Netherlands. However, new investments
in Spain and Portugal could lead to higher tomato yields and
greater areas under processed tomato cultivation. The trade
performance of both streams (for fresh consumption and
processing) could remain as in the present, with the EU being a
strong net importer of fresh tomatoes and a net exporter of
processed ones, especially of high value products like peeled and
tomato sauces. At the same time, in fresh consumption
small-sized varieties continue to be demanded more, reducing
overall consumption volumes.

An upward trend of the overall agricultural production value is
projected between now and 2035. After coming down from the
currently high levels, prices of input could continue growing at a
slower pace, in line with past trends. This would be mitigated by
an adoption of cost-efficient practices and further productivity
gains, although lower than observed in the past. Based on the
difference between production value and changes in costs,
income margins are due to grow in nominal terms. In real terms,
their evolution will depend on inflation developments, and the
level of competitiveness of the EU compared to global markets
which could further impact evolution of prices.

Despite limitations, some further productivity gains could be
achieved through mechanization and automation. These, along
with the low attractiveness of the sector, the variability of profits
is all expected to cause agricultural labour to keep declining.

EXECUTIVE SUMMARY

In addition to the Agricultural Outlook, this report also contains
scenario analyses to investigate two different “what if’ future
situations: one scenario on the impact of climate change on
world agricultural vyields, trade, and commodity prices; and
another scenario on the environmental and economic impacts of
a wider adoption of soil management practices promoting carbon
sequestration and reducing soil greenhouse gas (GHG) emissions,
namely winter cover crops, tillage management and peatland
restoration.

Results from the first scenario analysis reveal that climate
change can favour an expansion of harvested area for maize,
rice, soya beans and wheat at the expense of others (assuming
the current agricultural area would remain stable, with no further
area gains due to global warming).

However, yields are to be impacted more negatively and so the
area increase would not be sufficient to counterbalance the drop
in production, leading to higher prices of these commodities. Due
to lower and more expensive feed availability, pigmeat and
poultry production would decline. On the other hand, grazing
livestock could benefit.

Results from the second scenario analysis show that peatland
restoration can effectively contribute to decreasing GHG
emissions, N surpluses and NHs emissions, while soail
management practices can help to reduce nutrients leaching to
water, soil erosion, and emissions of GHGs and NHs. However, the
long-term cost-efficiency of soil management practices with
respect to GHG mitigation is not guaranteed as the carbon-sink
capacity of soils is finite. The scenario analysis showed moderate
negative effects on farm income that are mainly due to higher
costs associated with these practices.
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DRIVERS AND PROSPECTS

CLIMATE CHANGE AND ENVIRONMENT

Climate change is leading to higher temperatures and
extreme weather events

The EU agricultural sector is facing unprecedented environmental
challenges, due to increasing pressures from climate change and
competition for key natural resources like water and soil.
Agriculture is both driving climate change and being highly
impacted by it. According to the IPCCY, in 2011-2020 global
temperatures were on average 1.09 °C higher than in
1850-1900.

Human-caused climate change is increasing the frequency and
severity of extreme warm weathers, heavy precipitation, and
droughts. This is already affecting water security, slowing the
growth in agricultural productivity seen over the past 50 years at
global level, and causing knock-on damage to food security as a
result. A shift in agro-climatic zones towards north is also being
observed and this will affect crop cultivation patterns.

In the four main IPCC scenarios, median temperature increases
in the near term (2021-2040) compared with 1986-2005 range
from 1.2 to 1.7 °C, with the greatest increases projected in
western and central EU. Under all scenarios, extreme weather
events are projected to become more frequent. In the EU,
deteriorating trends have been recorded for five key climate
indicators affecting agroecosystems, such as mean annual
temperature, the number of days with maximum temperature
above 25 °C, the length of growing season, effective rainfall and
the frequency of extreme droughts?.

Large areas in the EU are set to be affected by water
scarcity

Due to the increasing frequency of extreme weather events,
water availability has been challenged, resulting in increasing
competition for the use of water. For example, areas affected by
water scarcity increased between 2010 and 2019° and in 2019,
29% of the EU's territory (excluding Italy) was affected by water
scarcity during at least one season in 2019%,

Given forecasts for more frequent droughts and reductions in
effective rainfall, water scarcity in the EU is not likely to reduce
by 2030. Consequently, increased competition for water as well
as more frequent restrictions on water use can be expected.

LIPCC (2023).

2 Maes et al. (2020).

3 According to the Water Exploitation Index+ (the percentage of available
renewable freshwater resources consumed at river sub-basin level).

4 EEA (2023b) .

A stable but highly variable EU nitrogen surplus is
expected

For soil, the potential impact of nutrient losses to the
environment is measured by the gross nitrogen balance (the
difference between nitrogen input and output). A negative
balance may lead to degradation in soil fertility and erosion,
while nutrient excess may cause eutrophication and the pollution
of both surface water and groundwater. On average, the EU
balance per ha of UAA remained relatively stable in 2010-2015,
with surplus values ranging from 46.7 to 44.4 kg N/ha. However,
geographical variations across EU countries are significant, with
values greater than 50 kg N/ha repeatedly recorded in the
Netherlands, Belgium, Germany, Denmark, Italy, Czechia, Croatia
and Cyprus.

MAP 1.1 Trends in annual temperature in 1960-2021(°C/decade)
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Source: DG Agriculture and Rural Development, based on EEA (2023a).

A small decrease of in emissions of GHG and ammonia
forecast

GHG emissions from EU agriculture slightly declined in
2013-2023, from 401.6 to 385.6 million t CO: eq. (-3.9%) °. This
was mainly driven by lower emissions from animal production
(down by -4.7% over the period), while the decrease in the
plant-based sectors was 1.9%. Ammonia emissions from
agriculture remained relatively stable in 2010-2020, with a
slight decline from 3.3 to 3.23 million t NHs (-2.04%).6

°> Figures are taken from the AGLINK model, which does not consider
permanent crops and horticulture, so reported values may not be directly
comparable with other official sources. Nevertheless, the identified trends
can be considered as representative of the whole EU agricultural sector.

& European Commission (2023).



DRIVERS AND PROSPECTS

CONSUMPTION TRENDS AND HABITS

GRAPH 1.1 Volume growth of animal products versus plant-based
products (2011=100)
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GRAPH 1.2 Dietary preferences of consumers in selected EU
countries (2021)
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GRAPH 1.3 Attitudes towards grocery shopping in 2023 compared

with 2022 (net intent of consumers, %)
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Plant proteins on the rise

For over a decade, EU consumers have increased their
consumption of plant products. The consumption of plant-based
alternatives to meat and seafood products has grown fivefold
since 2011 (starting from a very low basis) and is likely to
continue to grow further. Consumption of plant-based drinks is
also set to increase, in particular driven by new sources of plant-
based proteins (e.g. oats and almonds), which are replacing the
traditional source (soya beans). Although these products do not
fully replicate the taste and consistency of animal products,
consumers are still willing to diversify their protein choice, and/or
add plant-based products to their diets. Despite this strong
growth, animal protein is expected to remain the dominant
source of protein consumed in the EU in the future (around 60%).

Alternative diets are dominated by flexitarians

Health and environmental concems are the main drivers for
dietary changes, translating into increasing demand for
plant-based products. As a result, more and more EU consumers
are following a ‘flexitarian’ diet (30% in 2021)” which is
characterised by a preference for plant-based food products,
while sometimes allowing for meat and fish. This represents a
higher percentage than that of vegans and vegetarians (a
combined 7% of consumers, based on selected EU countries).
Thus, an increase in demand for plant-based food will likely be
fuelled by flexitarians seeking occasional substitutes for meat®.
The prevalence of meat-avoidant diets further varies among age
groups and geographies. For example, in Germany, about 13% of
young adults (aged 18-29) categorise themselves as vegan or
vegetarian, compared to only 6% in Italy and 10% in France®.

Food price inflation is interrupting some dietary trends

Although health and environmental concerns remain strong, the
recent rise in inflation led prices to become the most influential
factor. To cope with tighter budgets, consumers are opting for
private brands, reducing purchases, and seeking alternative
retailers. This price sensitivity comes at the expense of some
food categories, as consumers are less willing to pay a premium
for higher value products'®. To some extent, this could delay
some dietary changes and trends observed in the past. Despite
short-term disruptions, the significance of healthy diets is likely
to persist as consumers prioritise health post-COVID. This is
reflected in rising demand for functional and fortified food
products which incorporate components like vitamins or
probiotics. These dietary shifts and changes in demand present
both challenges and opportunities for the EU agri-food sector.

9 Statista. (2022)
10 Eurocommerce (2023)

10


https://smartproteinproject.eu/plant-based-food-sector-report/

DRIVERS AND PROSPECTS

FARMING SECTOR STRUCTURE

GRAPH 1.4 share of total hectares and number of holdings by size A trend for fewer and larger EU farms
category of farms (2010 and 2020)

Although the size of EU agricultural land remained quite stable
between 2005 and 2020 (growing by only +0.3%), the number

50% of farms in the EU declined by 4.6 million (to 9.1 million farms in
2020). More than half of the EU’s agricultural land (52%) was in

40% 1 2020 managed by farms larger than 100 ha (around 4% of all
300 A farms), with small farms (below 5 ha) using only around 6% of
total land. However, there are significant differences between EU

20% - countries. On the one hand, the greatest share of land managed
by large farms (more than 100 ha) is in Czechia and Slovakia

10% 1 (large farms account for 86% and 89% of agricultural land
0% A respectively), corresponding to 13% and 17% of all farms. On the

under 5ha 5-199ha 20-49.9ha 50-99.9 ha over 100 ha other hand, Romania has one of the largest shares of agricultural
area (23%) managed by small farms (89%).

60% -

m 2010 Hectare m 2020 Hectare m2010 Holding m 2020 Holding

Source: DG Agriculture and Rural Development, based on Eurostat. Among different farm specialisations, crop farming dominates
(58% of all EU farms), followed by livestock (22%) and mixed
gﬁlﬁﬂ; 1.5 Numbers of agricultural holdings by specialisation farms (19%). When assessing how diversified the geographical
location of production is for certain crops, the most concentrated
6 - are specialised crops, driven by specific climatic conditions. For
example, almost 99% of the EU’s olive oil production takes place
57 in four EU countries, and more than 85% of the EU’'s wine
4 production takes place in five countries. For other product
categories, the concentration is lower. For example, four or five
3 4 main EU producing countries account for 60% of the production
of milk and meats (except sheep and goat meat) to 75% of grain
2 - production. On the management of farms, more than 93% of
farms are classified as family farms, and these family farms are
14 consistently smaller than non-family farms (on average around
0 . . 11 ha in size, compared to 102 ha for non-family farms). At the
Crop specialists Livestock specialists Mixed farming same time, young farmers (under the age of 35) remain scarce
(6.5% of all farmers in 2020), and farm managers are mostly
2010 2020 men, even though there is increasing share of female farmers

Source: DG Agriculture and Rural Development, based on Eurostat (up from 26% of all farmers in 2005 to 32% in 2020).

GRAPH 1.6 Ratio of average yields of EU countries entering the EU . ) )
in 2004 to the rest EU Productivity growth on farms is slowing down

100% ~

90% 1 economies of scale have also helped the potential of farms to
80% - . . .

invest and to become more productive and resilient. In the past,
70% - L . )
0% - a large share of productivity growth in agriculture (expressed
50% A through vyields) was driven by catching-up processes between
20% | countries entering the EU after 2004 and other EU countries.
300 - Between 2013 and 2023, the gap in barley yields narrowed the
209% 4 most (-21.5pp, yields of countries entering the EU after 2004
10% - corresponding to 92% of other EU countries), followed by soft
0% - wheat and rapeseed. These developments were less pronounced

& & Q& O D & Q- for sugar beet and maize. At the same time, the gap in milk yields

X > Q@ o <% N A
é\x“k < @z‘z e 0@‘ also narrowed down (to 70%). As these structural changes are
2 22013 m 2;’23 o likely to slow down in the coming years, this could lead to slower

Alongside increasing farm sizes, productivity improved. Growing

productivity growth for EU agriculture overall exacerbated by

Source: DG Agriculture and Rural Development, based on Eurostat - S -
growing uncertainties linked to climate change.
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GRAPH 1.7 Change of EU net exports of selected agricultural
commodities (million t/hl)
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Source: DG Agriculture and Rural Development, based on Eurostat.

GRAPH 1.8 share of different geographical regions in EU exports

for selected agricultural commodities
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Source: DG Agriculture and Rural Development, based on Eurostat.

GRAPH 1.9 Gross value added along the EU agri-food chain (billion
EUR) and share of agriculture in total value added
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DRIVERS AND PROSPECTS

The EU continues to increase its net export position

Productivity-driven production growth is helping to satisfy EU
consumption needs while simultaneously fostering exports. As a
result, the EU has increased its net export position in wheat,
barley, wine, and dairy products while it has sustained a positive
trade balance for meat products as well as olive oil despite
challenges observed in production in recent years. Thanks to this,
the EU has strengthened its global position as a trusted provider
of food and thus of food security.

At the same time, EU exports are well-diversified across trade
partners for many agricultural commodities although some
regional concentration of exports can still be observed in some
cases. Across geographical regions, Asian markets have been
growing their share of EU exports. South-east Asia increased its
market share of EU exports of dairy products such as skimmed
milk powder (SMP) and whey powder markets while China has
significantly boosted its imports from the EU in several products,
notably barley, soft wheat, SMP, cheese and pigmeat. On the
other hand, countries in the Near East and Middle East, and
northern Africa dominate the EU'’s trade in soft wheat, and these
countries are also the destination for around 1/3 of the EU’s total
sugar exports. For more perishable products, the EU agri-food
sector benefits from the geographical proximity of the UK
market, which takes most of the EU’s exports of fresh peaches,
nectarines, and tomatoes (around 73% in 2022). For apples, an
equally high share is also taken by the Near East and Middle East
and in particular north Africa.

In value terms, EU net agri-food exports more than doubled
between 2012 and 2022. The value of exports only grew by
579%, mainly due to an increase in food preparations (27% of the
growth).

Added value generated by farmers remains stable

Before the COVID-19 pandemic, the EU food chain generated
gross value added of more than EUR 900 billion (2019) which
declined to EUR 850 billion in 2020, mainly due to a drop in
demand from food services. Excluding this extraordinary year, the
value added along the chain grew by 32% between 2010 and
2019, thanks to food services (50% increase in value added),
followed by food distribution (34%) and food manufacturing. This
reflects increasing consumer demand for convenience products
which generate more value for these stages of the food chain. At
the same time, consumers’ focus on quality and on healthier and
more functional food creates an opportunity for EU farmers to
add value to their production, for example through quality
schemes, organic (or other specialised non-conventional)
production systems, or by involvement in short-supply chains,
and direct sales to consumer. As a result, the value added for
primary producers has also increased in recent years, and it
remains stable compared to the overall value added (around
259%). This trend is supported by ongoing efforts of the CAP
aiming at a more modern and sustainable EU agriculture, in an
even more competitive and challenging environment.
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POLICY AND TRADE

The CAP helps EU farmers to cope with challenges

Through support to EU farmers, CAP contributes also to EU and
global food security. It also helps farmers to fulfil their functions
in society - not only as food providers but also guardians of the
land and natural resources. Moreover, the CAP has evolved over
the years in response to changing economic circumstances,
consumer expectations, and societal concerns about the impacts
of agricultural production. Through different tools, the CAP
supports EU farmers to cope with these challenges, while, at the
same time, helping them to become more sustainable, resilient,
and competitive. The CAP provides tools to alleviate the potential
negative impacts resulting from the vulnerability of agriculture
vis-a-vis  external shocks (e.g. weather/climate-related,
geopolitical) by providing exceptional measures.

Crisis or market measures addressing severe market
disturbances are not modelled: the baseline does not include
neither unforeseen market disruptions nor related measures that
could be adopted consequently.

GRAPH 1.10 Share of total public expenditure (EU and national co-

financing where applicable) on CAP instruments (%)
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Source: DG Agriculture and Rural Development, based on CAP Strategic Plans.

Growing importance of environmental and social
sustainability in EU farming

Sustainability objectives remain at the core of the CAP. The
economic sustainability pillar focuses mainly on supporting
viable farm incomes through direct payments to active farmers.
These serve as a safety net and ensure the continuation of
farming activity. Decoupled payments (‘Basic Income Support for

11 BISS - Basic income support for sustainability, CIS — Coupled income
support, CIS-YF — Complementary income support for young farmers, CRISS
- Complementary Redistributive income support for sustainability , AECC —
Environmental/climate/animal welfare related, ANC - Areas with natural

DRIVERS AND PROSPECTS

Sustainability’) account for the largest share of the total CAP
expenditures (around 319%).

Coupled payments (‘Coupled Income Support’, CIS) account for
around 7%. Coupled payments aim at improving
competitiveness, sustainability and/or quality in targeted sectors
which experience certain difficulties and are important for socio-
economic and/or environmental reasons. Coupled payments are
primarily allocated to farmers raising ruminants (70% of CIS
allocation), the rest being distributed between producers of
protein crops/legumes, fruit and vegetables, cereals (e.g. rice,
sugar beet).

GRAPH 1.11 share of an annual financial allocation for coupled
support by sector in 2023-2027 (outer cycle) and 2014-2020 (inner
cycle)%

m Livestock m Protein crops* m Cereals
Rice M Cereals including rice mF&V
B Sugar beet Other crops

Note: *Protein crops/lequmes including mixtures of legumes in grasses in
2014-2022, and Protein crops including mixtures of legumes with grasses
in 2023-2027.

Source: DG Agriculture and Rural Development, based on CAP
implementation data and CAP Strategic Plans.

These two are the only CAP measures used explicitly in the
baseline. The impact of capping payments, specific schemes for
young farmers, and the redistributive payment are only
accounted for in the projections through expert judgement. Given
the geographical aggregation of the model used for the EU
projections, it is not always possible to account for how direct
payments are distributed between and within EU countries or for
targeted allocation of coupled payments. Average values are
therefore used.

In addition, economic sustainability is further supported through
measures for quality production and for improving the market
orientation of EU farmers (e.g. via producer organisations). These

constraints, ASD — Areas with specific disadvantages, INV — Investments,
INSTAL — Setting up of farmers and start-ups, RISK — Risk management tools,
COOP - Cooperation, KNOW - Knowledge and information.
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measures can add value to EU agricultural production, creating
new market opportunities on both internal and global markets.

However, economic growth cannot come at the detriment of the
environment. Therefore, the CAP has also strengthened its
environmental pillar to promote sustainability. As a result, direct
payments are now granted under enhanced conditions (including
Good Agricultural and Environmental Conditions — GAEC). These
more stringent conditions could have an indirect impact on the
baseline, such as for example by maintaining permanent
grassland, ensuring crop rotation (and/or combined with crop
diversification) and requiring farmers to have non-productive
areas and features on farmland. These requirements are
expected to go beyond current practices carried out in different
EU countries.

In addition to the enhanced conditionality, the eco-schemes
(15% of total CAP public expenditure) accompany EU farmers in
their transition towards more sustainable production systems.
Eco-schemes provide incentives to adopt climate- and
environment-friendly farming practices and approaches (such as
organic farming, agro-ecology and carbon farming). Additional
support to protect the climate, biodiversity and the environment
is allocated through rural development funds.

The CAP also strengthens social sustainability, in particular
through support to animal welfare, and alternative production
systems (including short-supply chains), but also indirectly by
increasing social conditionality and workers’ rights.

These sustainability pillars are reflected indirectly in the baseline
through expert judgement.

Trade remains critical to food security in the EU and
globally

A rule-based global trade system remains important to the EU
farming sector, as well as EU and global food security more
broadly. Therefore, the EU continues to promote international
cooperation and greater trade flows through its own actions, in
particular trade agreements with both developed and developing
countries.

Trade agreements bring additional value through sustainable
growth, both in the EU (which is a front runner in sustainability
standards) and in partner countries. Trade makes it possible for
the EU products, which cannot be sold on the EU market, to be
placed on international markets and create value for EU
agri-food markets.

In addition to longer-term actions, the EU has proven to be a
crucial trade facilitator in times of crisis, as was shown by both
Green Lanes created during the COVID-19 pandemic or after the
after Russia’s unprovoked invasion of Ukraine when the EU set

DRIVERS AND PROSPECTS

up Solidarity Lanes. This did not only facilitate trade flows, but it
also helped to remove some pressure (and related markets’
volatility) which was negatively impacting the global food
security. Additionally, during the most recent crises, the good
functioning of the EU’s Single Market also proved able to
efficiently absorb and solve trade disruptions/distortions.

Improving farming practices and more digitalised EU
agriculture

Agriculture in the EU faces many challenges that could reduce its
production potential and competitiveness. However, research
and innovation are key enablers to help the EU cope with these
challenges. There have been considerable efforts in recent years
to make farm processes more automated, in particular by
adopting automation tools that protect also natural resources
(e.g. precision farming and feeding, drop irrigation systems, more
mechanised harvesting).

To react to different challenges, animal and plant breeding have
also improved in recent years. Animal breeding nowadays offers
solutions to improve feed efficiency and environmental impacts,
while also focusing on quality, better use of resources, animal
health and welfare, food safety and public health. Similarly, plant
breeding aims at producing seeds that will be better able to cope
with pests and diseases while simultaneously being more
resistant to climate change.

Agri-digitisation is at the core of this transformation. Many tools
are now available which allow farmers to monitor and predict
crop-growing patterns and check animal-health conditions. As a
result, these tools make it possible to optimise crop yields and
animal performance. At the same time, these tools also help to
improve transparency along the whole food chain. Digitisation
can help EU agriculture cope with challenges and remain
competitive, by providing innovative solutions and creating new
business opportunities.

© Elena_Adobe Stock
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DRIVERS AND PROSPECTS

MACROECONOMIC ENVIRONMENT

GRAPH 1.12 Annual growth in real GDP (%)
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Source: DG Agriculture and Rural Development, based on AMECO, OECD-
FAO and S&P Global

GRAPH 1.13 Annual growth in consumer prices (%)
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Source: DG Agriculture and Rural Development, based on AMECO, OECD-
FAO and European Central Bank.

GRAPH 1.14 Assumed exchange-rate-value of the euro in USD
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Source: based on OECD-FAQ, S&P Global and European Central Bank.

Many macroeconomic uncertainties in the short term

Macroeconomic projections are significantly affected by several
uncertainties. The Russian invasion of Ukraine is still ongoing,
while the conflict between Israel and Hamas comes with
uncertainties about a potential spillover to the wider Middle
East and potential impacts on energy prices. Governments also
face policy challenges in funding public expenditure due to
interest-rate increases by central banks to contain the inflation
surge. The purpose of this report is not to produce
macroeconomic forecasts, but assumptions are nevertheless
needed about the most plausible economic environment. The
baseline scenario assumes that global economic growth will
level off at an average annual growth of 2.5 % by 2035 (4.6 %
in China, 3.4 % in India, and 1.7 % in the US), with reduced
growth projected in countries like India and China. Real GDP in
the EU is projected to grow by 0.9 % in 2023, and 1.4 % in 2024,
thus implying a more sustained short-term growth from 2025.

Inflation to return to normal levels in 2025

The surge of inflation in the EU observed at the end of 2021
was first caused by a post-pandemic mismatch between global
demand and supply, which was further exacerbated by the
Russian invasion of Ukraine. This inflation surge is expected to
alleviate next year, as energy costs are expected to be
contained thanks to declines in energy prices, the REPowerEU
plan, and various national policies. Moreover, EU food-price
inflation is also expected to be lower in 2024 than the levels
recorded in 2023. However, core inflation (stripping out changes
in the cost of energy and food) is likely to still drive general
inflation above the 2 % in 2024. The baseline scenario assumes
annual inflation for the countries which entered the EU before
2004 (EU-14) of 5.6 % in 2023 and 2.7 % in 2024 while for the
remaining group of countries (EU-13), it assumes annual
inflation of 11.1 % in 2023 and 4.7 % in 2024, subsequently
falling towards a stable 2 % annual inflation path until 2035.

The euro is set to appreciate less in the medium term

Exchange rates directly impact the EU’s trade competitiveness.
It is difficult to project a value for exchange rates in the medium
term due to the large volatility observed in currency markets,
the use of the euro vs the US dollar in global trade, and as the
currency reserves by other countries and geopolitical and
related trade dynamics. Moreover, most exchange-rate
forecasts cover only the short-term. Forecasts for the euro
exchange rate until 2025 are in line with the ECB technical
assumptions from September-forecast for a value of USD 1.09.
In the medium term, it is assumed that the euro will slightly
appreciate towards USD 1.12 in 2035, thus being below both
the values observed befare 2021 and the projections used in
last year's outlook.
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GRAPH 1.15 Brent crude oil price assumptions (USD/barrel)
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Source: DG Agriculture and Rural Development, based on OECD-FAO,
European Central Bank and S&P Global.

GRAPH 1.16 Annual growth of world population
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Oil prices projected to increase in the medium term

Compared with last year's outlook, Brent crude oil prices have
been slightly revised downwards but they are nonetheless
projected to be above USD 100 per barrel in the medium term,
signalling significant global demand for oil and limited supply.
Looking at last year's energy situation, the EU proved to be more
resilient than many had expected to energy shortages driven by
the invasion of Ukraine, and it is now better prepared to face
the upcoming winter thanks to gas storage facilities being at
99% capacity, reduced demand and improved energy
diversification. The conflict between Israel and Hamas brought
a spike in prices to USD 95 a barrel in October 2023 that quickly
returned to USD 80 a barrel at the cut-off date for this Outlook,
and futures prices do not signal a significant increase in energy
prices for next year. However, the decisions of OPEC countries
on oil supply represent a significant element of uncertainty in
both the short and medium term that it is difficult to predict.
Brent crude oil prices in this medium-term outlook are projected
to reach USD 102 a barrel in 2035, up from USD 83 a barrel in
2023.

EU population set to decline

World population growth, despite slowing to 0.8 % annually by
2035, will remain a key driver of global growth in demand. The
population of Africa will grow the most in coming years (+2.3 %
every year from 2023 to 2035) while population growth will be
more contained - if not negative — in other world regions. The
most noteworthy example of this decline in population is China
whose population is projected to fall by 0.14 % annually over
this period. In the short term, the population of the EU is still
expected to grow mainly due to an increase of net migration.
However, in the medium term, EU population growth is expected
to decrease at an annual rate of 0.1 %, following the trend
projected by the OECD-FAO Outlook.




DRIVERS AND PROSPECTS

FUTURE SUPPLY

GRAPH 1.17 Annual growth in production for selected crops over EU agriculture is on a transition path
selected periods

EU agricultural production between now and 2035 is expected to
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GRAPH 1.18 Annual growth in production for selected animal production could increase slightly in the future in particular being
products over selected periods driven by oilseed production. Yields could remain rather stable as
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a result, EU meat production will continue declining (except for
poultry), as well as EU milk production, driven both by reduced
GRAPH 1.19 GHGs from EU agriculture by animal and crop numbers of cows and lower productivity growth. However, EU
production (million t of CO eq,) animal production is likely to become more sustainable and
resilient through an adaptation of more intensive production
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350 Accelerated reduction of GHGs from agriculture
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250 Considering trends in both crop and animal production, direct GHG
200 emissions from agriculture (only based on direct emission factors
150 such as herd size) are expected to further decline in the coming
100 years. For animal production, the reduction of GHG emissions
50 observed between 2013 and 2023 is likely to accelerate further
o until 2035. On the other hand, driven by stable yields, emissions
from crop production are to remain stable. As only direct
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® Animal production  ® Crop production measures will be accounted for, and so use of emission-reduction
Note: only commodities modelled by AGLINK-COSIMO are considered. technologies, and farming practices
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CHANGING DIETS

GRAPH 1.20 EU per capita consumption by meat type (kg)
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GRAPH 1.21 Animal proteins by type (%)
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GRAPH 1.22 Distribution of calories available in food in the EU
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Sustained consumption of dairy products while meat
consumption continues to decline

Considering the protein composition of an average EU diet,
animal products will remain the main protein source (roughly
60%). However, considerations about impact of eating habits
and also consumer considerations about quality and other food
attributes are likely to lead to some shifts within this protein
source. The relatively healthier image of poultry meat, and its
cheaper price are expected to support further growth of EU per
capita consumption of this type of meat. On the other hand,
sustainability and animal welfare concemns will together lead to
a lower per capita consumption of beef and pigmeat. In the case
of the latter, this is also due to a declining preference for more
fatty meats. At the same time, the consumption of sheepmeat
could remain stable, being more culturally and tradition-bounded
and less price sensitive.

Overall, EU per capita meat consumption could decline by 1.6 kg
between now and 2035. Regarding dairy products, an overall
stability in per capita consumption is expected. This, even though
consumers are changing their eating habits and lifestyles which
could contribute to a reduced intake of some more traditional
dairy products (such as drinking milk). On the other hand,
innovative, functional and fortified products are gaining
importance (e.g. yoghurts) and also the use of dairy ingredients.
Among all dairy products, cheese could continue showing the
most positive prospects through multiple applications and
channels (retail, foodservice, processing).

Increasing consumption of pulses and less vegetable oils

Plant proteins are expected to cover around 40% of the EU
protein intake. The major share (more than 67%) will be of cereal
origin (e.g. wheat, maize, rice). These products represent staple
food products and account for a large share of calories available
in the food in the EU. Between now and 2035, these traditional
sources of plant protein are expected to lose some shares to
other crop products, notably to pulses, fruit and vegetables
between now and 2035.

At the same time, there could be some reduction of consumption
of vegetable oils, as consumers are likely to opt for alternatives
or reduce their consumption of fat overall. For example, olive oil
could become more popular especially outside the main EU
producing countries thanks to an increasing popularity of
Mediterranean diet.

In addition, this Outlook also presents trends in wine
consumption. It is expected to decline further while assuming
some counterbalancing impact of growing popularity of sparkling
wines on the further reduction of red and rose wines.
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TRADE AND FOOD SECURITY

GRAPH 1.23 EU self-sufficiency rates for selected agricultural
commodities
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Note: Self-sufficiency rates are calculated as production/consumption. The
value above 100 indicates the capacity to export.

GRAPH 1.24 Annual growth rates of EU exports for selected
agricultural commodities
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GRAPH 1.25 EU agricultural trade balance (1000 t of crude protein)
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EU continues to generate production surpluses despite
challenges

Despite the likelihood of reduced growth in EU agricultural
production in the coming years, the EU will still be able to remain
net exporter in several products. This will also be partly due to
changing consumption patterns in the EU (e.g. reduced meat
consumption). As a result, the capacity to export (expressed
through self-sufficiency rates) could be sustained in animal
products. And the EU could even further improve its net exports
of certain crops, in particular soft wheat, barley, olive oil and
wine. By doing so, the EU could sustain its own food supply while
simultaneously confirming its importance for global food
security.

At the same time, the EU’s import needs for oilseeds could be
lower in the future, as domestic production is expected to grow
slightly, while EU demand for oilseeds, especially for feed use is
set to decrease. Over the projection period, the EU could also
come closer to self-sufficiency in sugar.

But growth in EU exports could slow

Growth rates for EU exports of agricultural products between now
and 2035 are expected to be slower than the average rate
between 2013 and 2023. This will mainly be due to increasing
self-sufficiency rates in the main import-dependent countries,
growing competition for EU products from products produced
elsewhere (especially for basic commodities), and growth rates
for demand in some key import destinations (e.g. China, other
middle-income countries) that will be generally lower than
previously observed. On the other hand, these downward
pressures could be offset by increasing demand for EU-origin
products, in particular because of the EU’s quality and safety
standards.

In particular, growth rates for exports of soft wheat, barley, beef,
and most dairy products could be reduced the most and could
even become negative in the case of pigmeat and maize, with
China likely to be the strongest driver behind this trend not only
for the EU but globally.

The EU is set to increase exports of proteins

Increasing net exports of cereals, and sustained export capacity
in animal products will translate into increasing EU’s exports of
proteins. On the other hand, the high level of protein imports,
addressing different needs (food, feed, fuel) which was observed
in past years, is assumed to be reduced. This, because of lower
demand for feed and biofuel production over the coming years.
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UNCERTAINTIES

GRAPH 1.26 Brent crude oil price projection (USD/bbl) and
uncertainty range
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GRAPH 1.27 Exchange rate projection (USD/EUR) and uncertainty
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GRAPH 1.28 EU soft wheat yield projection (t/ha) and uncertainty
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DRIVERS AND PROSPECTS

Sources of uncertainty

Every Outlook is underpinned by a set of uncertainties. These
uncertainties are diverse in nature and have varying impacts on
markets, from less serious to more serious, from local to global,
etc. This has been particularly pronounced since 2020, when first
COVID-19 and then the Russian invasion to Ukraine unexpectedly
and unevenly impacted economic sectors and countries
worldwide. These sectors and territories have also experienced
varying recovery paths.

The baseline projections presented in this report reflect the
consensus view of likely future market developments. However,
any projection represents just one of many possible trajectories,
and it is based on several assumptions. The results of this
uncertainty analysis, therefore, quantify the likely range of
market outcomes around the consensus view. These market
outcomes could be the result of many factors, such as weather
deviations and other factors affecting the agricultural markets.

Factors that affect agricultural markets can be grouped into
those that mainly affect supply and those that mainly affect
demand, although there are clear links between the two. In this
report, the main risk of market uncertainty is assumed to stem
from macroeconomic conditions and yields deviating from their
baseline trajectories (deemed most plausible at the time of the
analysis). Crop vyields and macroeconomic variables are
considered proxies for numerous drivers of market
developments. These are also variables that can be quantified,
so their impacts can be measured. However, many sources of
uncertainty are hard to quantify. These sources of uncertainty
include geopolitical and climate events, the disruptive impact of
which could be very significant. They also include changing
consumer preferences and habits.

Oil prices and exchange rates

The baseline assumes that the crude oil price will be USD 102
per barrel in 2035. However, oil price projections are notoriously
uncertain, which is evident in the wide ‘uncertainty band’. Energy
prices affect agricultural markets through several channels. They
affect production and processing costs, which could lead to
higher food prices, harming the purchasing power of consumers
(through increasing costs of living) or biofuel demand. High oil
prices, for example, drive up production costs (shifting the supply
curve upward) and reduce the purchasing power of consumers
(shifting the demand curve downward). High oil prices also
reduce demand for fuel but increase the competitiveness of
biofuels. The net effect on the demand for biofuel feedstocks
also depends on market specifics and existing biofuel policies.
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GRAPH 1.29 EU soft wheat price projection (EUR/) and uncertainty
range
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Source: DG JRC and DG Agriculture and Rural Development, based on OECD-
FAO and S&P Global.

GRAPH 1.30 EU pigmeat price projection (EUR/t) and uncertainty
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GRAPH 1.31 Distribution of the EU raw milk price in 2035 across

the stochastic distributions
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DRIVERS AND PROSPECTS

Another factor causing uncertainty is the development of the
exchange rate which will have further implications on the trade
competitiveness and the cost of imported inputs. In the baseline
scenario, it is assumed that the exchange rate will appreciate
slightly from USD 1.09 USD to the euro in 2023 to USD 1.12 USD
to the euro in 2035. A stronger euro reduces the competitiveness
of EU production and increases the trade deficit. That is, a higher
price of EU products in US dollar leads to lower EU exports while
a lower price of imported products in euro increases imports.

The historical fluctuations over time in the international price of
oil lead to an uncertainty band of approximately + USD 50 a
barrel around the projected value. An energy price that is more
than 50% higher or lower than the one used in the current
Outlook would have a significant impact on market projections.
In comparison, the uncertainty band around the USD/EUR
exchange rate is narrower, at approximately + 10 % around the
projected value. However, and as noted above, the exchange rate
has a direct effect on the competitiveness of the EU’s agricultural
sector and therefore on trade flows, so even a modest variation
in the exchange rate will have a large impact on market
outcomes.

Crop yields

Yields have a direct effect on crop production. Years with
favourable climatic conditions lead to high yields and a bumper
crop while years with low yields due to drought, heatwaves, or
excessive rain can result in crop failure. As was the case with the
macroeconomic drivers, the stochastic simulations are used to
quantify the uncertainty of future crop yields around their
projected values. EU soft wheat yields, for example, are projected
to remain stable between now and 2035 at a value of around
6.5 t/ha. Based on the stochastic analysis, this value falls within
the uncertainty band of between 5.8 and 7.1 t/ha.

Uncertainty of prices resulting from macroeconomic
uncertainty and uncertainty over yields

The uncertainty related to the factors affecting supply and
demand (e.g. energy prices, exchange rates and yields) translates
into uncertainty about the market outcomes themselves, as
expressed by agricultural commodity prices. Therefore, even if
future market trends presented in this Outlook lead to certain EU
soft wheat prices that follow the solid line, this will probably not
be the actual outcome as prices might vary. The uncertainty
related to the development of the oil price, the exchange rate,
and other macro variables, as well as the uncertainty related to
future crop vyields, suggests that prices are likely to end up
somewhere between the two dashed lines, provided that the
underlying assumptions on market trends turn out to correspond
to reality. That is, the wheat price could end up being around EUR
+50/t higher or lower than the projected price due to these
uncertainties. This is also the case for commodities such as meat
and dairy products where production is only affected indirectly by
crop yields. In the case of pigmeat, for example, the uncertainty
range around the projected price is approximately EUR +400/t.
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GRAPH 1.32 EU wheat exports and yields across the stochastic

distributions, all projection years
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GRAPH 1.33 EU cheese exports and the USD/EUR exchange rate
across the stochastic distributions, all projection years
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DRIVERS AND PROSPECTS

Derived trade effects

Trade pattemns are also changing, in response to both the
variations in yields and the corresponding changes in production.
Specifically, low vyields can lead to excess domestic demand
whereas high yields can lead to excess domestic supply. The
exchange rate, on the other hand, affects domestic demand for
imports and the supply of exports.

As an example of how yields can determine trade, there is a clear
and positive relationship between EU soft wheat yields and
exports across the stochastic simulations. Higher yields lead to
higher production, lower prices, and excess domestic supply that
can be exported. Specifically, the simulation results suggest that
a 1 t/ha increase in EU soft wheat vyields is associated with a
20 million t increase in EU soft wheat exports on average and
vice versa. The lowest wheat yield across the simulations and
years is 4.8 t/ha, resulting in EU exports of around 18 million t.
Conversely, the highest EU wheat yield across all simulations is
6.6 t/ha, resulting in exports of 56 million t.

However, the relationship between yields and trade is not always
this strong. In the case of rapeseed, for example, where the EU is
a net importer, there is a negative relationship between imports
and vyields, albeit not as strong as the positive relationship
between exports and yields in the soft wheat export case.

In the stochastic simulations, meat and dairy exports are
affected mainly through variations in the exchange rate. For
example, a 10 % appreciation in the euro against the US dollar
(@ 10 % increase in the dollar price of a euro) is associated with
around 4 % less butter exports on average across the stochastic
simulations. The price-export relationship, on the other hand, can
be difficult to interpret. In the case of pigmeat, for example,
exports are negatively associated with the domestic EU price as
one would expect. Specifically, a 10 % increase in the domestic
price is associated with a 3 % decrease in exports on average
across the stochastic simulations. In other markets, however, this
relationship between the two variables is not as strong or has the
opposite sign. This is because domestic prices, supply and
demand are determined simultaneously in the model.

Note: This analysis is based on the Aglink-Cosimo model where production
costs and consumer demand are affected by macroeconomic country-
specific variables and the international crude oil price (proxy for energy
prices). A change in any of these factors will affect commodity markets
through model linkages. Crop and milk yields are endogenously determined
with domestic and international prices acting as market-clearing variables.
The model allows for changes in equilibrium prices and quantities as long as
market balances hold. The detailed methodology is available in Pieralli et al.
(2022). The area between the dashed lines in the fan charts represents about
95% of alternative outcome distributions in each year. An input variable with
a high level of historical variation will result in simulation outcomes that
display notable variation, too. An indicator of relative variability that allows
for comparison across variables measured in different units is the coefficient
of variation (CV, %). The higher the CV value of an input variable, the higher
the importance of that variable in driving market uncertainty (see Annex).
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DRIVERS AND PROSPECTS

SCENARIO ON CLIMATE CHANGE

GRAPH 1.35 Development of maize yields in selected regions (t/ha)
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GRAPH 1.36 Climate change impact on domestic prices
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GRAPH 1.37 Climate change impact on global production,

consumption, and trade (million t, compared to baseline in 2035) and
global prices (USD/t)
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Source: Scenario simulation based on Aglink-Cosimo model.

Scenario setting

This scenario analyses shifts in global agricultural production
induced by climate change. Longer-term changes in average
temperatures and altered rainfall pattermns have the potential to
shift global weather pattermns, potentially affecting global
production. The aim of this scenario is to look at the effect of
climate change on medium-term yields and its knock-on effect
on global crop and animal production, trade, and commodity
prices. Even though the yield effects of climate change are not
so relevant, their knock-on effects on production and worldwide
trade are not to be neglected. Climate change is set to make
certain areas better suited to agricultural production but create
difficulties for others. Shifts in production pattemns due to climate
change will reflect the relative competitive advantage of
different regions in commodity production. These impacts are
likely to diverge due to countries' relative advantages in
producing certain commodities.

Global impacts

While the total harvested area is assumed to remain stable, there
might be some shifts between crops by 2035. For example, there
is expected to be an increase in the harvested area for maize
(+1.1%), rice (+0.7%), soya beans (+0.9%), and wheat (+0.7%).
These expansions will likely fail to offset yield declines caused
by near-term climate effects. This will result in an overall
production decrease of 1% for maize, 1.1% for rice, 1.8% for
soya beans, and 0.7% for wheat by 2035. Considering these
results and forecasts for increased food demand, climate change
mitigation and adaptation strategies will be of increasing
importance.

For animal products, notwithstanding some outliers where
production of pigmeat and poultry will increase (e.g. Canada or
Argentina), world production of pigmeat and poultry is expected
to decrease by between 1.6% and 2.4% by 2035, driven by
decreasing availability of feed. On the contrary, beef and veal
production is estimated to increase by 0.7%, sheepmeat
production by 0.3%, and milk production by 0.1%, implying a
more extended use of pastures. Declining domestic production in
the EU is likely to lead to higher domestic prices, which would
negatively impact consumers domestically. Exports and imports
are set to follow similar patterns as consumption trends.
Forecasts for decline in crop production and monogastric animal
production, but for increases in products deriving from ruminants,
imply an increase in greenhouse-gas emissions from near-term
climate change if no mitigation takes place (annually by +1.9%
in total by 2035, or by 120 million t of CO; eq.). This would be
driven by both an increase in land area utilised and higher
ruminant numbers. Considering this, worldwide efforts to
mitigate greenhouse-gas emissions and adapt to already
locked-in climate change are critical even in the near term (e.q.
through investments in climate-smart farming).
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SCENARIO ON FARMING PRACTICES

GRAPH 1.38 Change in GHG emissions by gas type (million t CO,
eq)
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GRAPH 1.39 N surplus change (kg N/ha UAA)
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GRAPH 1.40 Farm income change in the EU
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Scenarios and modelling assumptions

This scenario seeks to analyse the environmental and economic
impact of different farming practices. The farming practices
considered are conservation tillage, no tillage, winter cover crops
(with 50% nitrogen-fixing crops), and peatland restoration
(rewetting of agricultural organic soils). The reference scenario
(S0) is a CAPRI projection for 2030 aligned with the 2020
Medium-term Outlook. In SO, the shares of winter cover crops and
tillage practices on arable land match the 2016 Survey on
Agricultural Production Methods and no restored peatland is
assumed. In scenario 1 (S1), a moderate increase in the uptake
of the considered practices is simulated. In scenario 2 (S2), the
total potential of the farm practices is assessed, assuming their
adoption on the maximum area possible for cover crops and
peatland restoration and increases of up to a maximum of 80%
of arable land for both of the two tillage practices.

Effects on climate and environmental indicators

Peatland restoration is expected to significantly reduce N.O and
COz2 emissions from organic soils, while soil management
practices increase carbon stocks in agricultural soils. The
potential additional GHG mitigation (52 compared to SO) is
74-91 million t of CO2 eg. Most of the reductions can be
attributed to the LULUCF sector (26-34% of 2020 net removals
in S2), while only a smaller part can be attributed to the
Agriculture sector (4% of the 2020 emissions in S2). The total
emission reduction is equivalent to 24-30% of the target in the
LULUCF Regulation. The mitigation potential of soil management
practices is expected to last for about 20 years, so their long-
term cost-efficiency of GHG mitigation remains uncertain.
Although there is a small increase in the average N surplus in the
EU (+0.6% in S2), peatland restoration decreases the N surplus
in some hotspot regions. Moreover, nitrate leaching and runoff
are estimated to decrease due to lower mineral fertilisation and
decreased loss rates, reaching in hotspots -3% in S1 and up to -
12% in S2. There are only minor effects on NHs emissions in S1,
but in S2 there is an overall reduction of -3% for the EU and up
to -10% in hotspot regions. Reductions in average EU soil erosion
(-2% in S1, -18% in S2) take place mostly in Mediterranean
regions.

Effects on area and income

S1 has almost no effects on UAA, while in S2, peatland
restoration leads to a decrease in permanent grasslands (-5%),
set-aside and fallow land, and some conversion of other land to
UAA. These compensation mechanisms might not always be
realistic due to natural conditions, and so the effects on overall
UAA might be underestimated. Changes in farm income are
negligible in S1; while in 52, decreases in farm income between
1% and 1.5% are projected, mostly due to higher production
costs.
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This chapter provides an outlook
for arable crops, presenting
production, consumption and trade
trends for: (i) cereals (common
wheat, durum wheat, barley,
maize, rye, oats and other cereals);
(i) oilseeds and protein crops
(rapeseed, sunflower seeds, soya
beans and pulses); and (iii) several
processed  products (sugar,
vegetable oils, protein meals,
biodiesel and ethanol). The chapter
first considers land use
developments across different
types of agricultural land and
forest.

The projections consider the
counteracting trends in yields
driven, on the one hand, by the
growing impact of climate change
and economic constraints on the
use of agricultural inputs and, on
the other hand, by yield-enhancing
factors (such as precision farming
or soil improvernent). The use of
arable crops and their products for
food is being driven by changing

consumer preferences towards
healthy diets and more plant
proteins. The reduction in demand
for animal proteins is also leading
to lower demand for arable crops
for feed.

The progressive substitution of
crop-based biofuels with
advanced biofuels is expected to
lead to reduced demand for
oilseed oils. However, greater EU
production of oilseed and protein
crops is driven not only by
changing consumer demand, but
also by decoupled payments,
policy incentives to change
farming practices (crop rotation)
and strategies promoting EU
self-sufficiency in protein crops.
Trade in arable crops follows
production and use patterns, with
the EU set to maintain its leading
role as the world’s largest net
global wheat exporter, while
reduce imports of oilseeds.




ARABLE CROPS

LAND USE

GRAPH 2.1 EU agricultural and forest area (million ha) Arable land and pastures set to decline marginally

The overall amount of agricultural and forest land in the EU is

320 1 forecast to remain stable at 322.4 million ha in 2035. The
300 1 stability in the land area covered with income support in the
250 - L“ current  CAP  (2023-2027) compared with the previous
200 A programming period does not trigger any shifts in land use.
<o ] 485 S 20 Despite this overall stability, relative changes could occur in the
share of land under different types of land use. The area given

100 - to arable crops and permanent grassland is expected to decline
50 A (by -1 and -0.7 million ha respectively between 2023 and 2035),
0 A i i X while the area given to permanent crops and fodder (e.g. silage
2013 2023 2035 maize and temporary grassland) will be roughly stable (growing

m Forest Pasture m Fodder by only +0.1 million ha each). The relative lack of change in land

m Arable crops Permanent crops  m Fallow land dedicated to permanent crops is expected to be driven by new

Other ag land plantations with more efficient production systems replacing

older plantations. The volatile competitiveness of EU arable
crops and growing water scarcity both act to disincentivise any

GRAPH 2.2 EU cereal area (million ha) extension of the area. Permanent grassland and fodder areas
could decline only marginally between now and 2035 as an
60 expected extensification of animal production may somewhat
50 94 T I counteract the reduction in dairy and beef herds across the EU.
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Within arable crops, a relative shift in land use is forecast from
20 cereals to soya beans and pulses. This is due to some EU policy
incentives to support an increase of plant proteins and through

10 the coupled income support to protein crops. As a result, the area
0 given to cereals is forecast to slightly decline below 51 million
2013 2023 2035 ha in 2035 (compared with 51.1 million ha in 2023), with a

declining barley area (down 0.6 million ha from 2023 to 2035)

mWheat ®Barley mMaize © other cereals counterbalanced by an increasing area of both wheat (up

+0.2 million ha) and maize (up +0.3 million ha). There could be a
shift in the cultivated areas of barley and maize from southemn

GRAPH 2.3 EU oilseeds and pulses area (million ha) to northern EU countries to adjust to changes in climatic
conditions. The area given to pulses is set to increase to
16 - 2.7 million ha in 2035 (up from 2.1 million ha in 2023) while the
14 | area given to soya beans is forecast to increase to 1.3 million ha
L in 2035 (compared with 1 million ha in 2023). The area
cultivated with rapeseed is forecast to decline to 5.7 million ha
10 1 in 2035 (from 6.2 million ha in 2023), mainly due to a decline in
8 1 the use of biofuels, while the area given to sunflower is expected
6 A to return to historical levels of 4.6 million ha in 2035.
j ] 60 6.2 57 Both set-aside areas and forests are set to increase
0

Given the stronger regulatory requirements, fallow land is
expected to increase to 7 million ha by 2035. At the same time,
Rapeseed MSoyabean mSunflower mPulses the proportion of forest area could increase to 160.7 million ha
in 2035. Forests have a crucial carbon-storing role and a growing
need for renewable materials and increasing prices for wood and
paper may also boost their economic value.

2013 2023 2035
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GRAPH 2.4 Cereal yields in the EU (t/ha)
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ARABLE CROPS

CEREALS

Stable yields despite climate change and fewer inputs

EU cereal yields are forecast to remain stable between now and
2035. Any negative effects on yields are expected to come from
climate change and constraints on the availability and
affordability of some agricultural inputs (e.g. plant protection
products). In parallel, the share of lower-yielding production
systems is expected to increase. These factors are likely to be
counterbalanced by positive developments applicable within a
short time that could boost yields and improve sustainability (e.q.
precision farming, crop rotation, improved soil health). This could
also be further supported by technological improvements.
Compared with the 2021-2023 average, wheat yields could
slightly decline by 2035 (-0.1 %), while yields are due to increase
for maize (+4.5%) and barley (+1.4%), as yields were unusually
low in 2022 and 2023. The yield gap in wheat and maize
between EU countries is forecast to decrease, with wheat vyields
reaching almost parity between the EU countries entering the EU
in 2004 and after, and the rest of the EU by 2035.

Cereal production driven by wheat and maize

In 2035, overall EU cereal production is expected to be
281.2 million t (1.4 million t above 2021-2023). Production of
both soft and durum wheat could increase slightly to
128.5 million t and 7.5 million t in 2035, respectively (as against
127.7 million t and 7.4 million t in 2021-2023), mostly because
of a small increase in the area under wheat cultivation. Maize
production is forecast to increase by 3% to 64 million t in 2035
(compared with 62.1 million t in 2021-2023), reflecting both a
slight increase in the area dedicated to maize and an increase in
yields. However, barley production could decline by -3.4% to
49.1 million t in 2035 (compared with 50.9 million t in
2021-2023), as the reduction in area is unlikely to be offset by
yield improvements.

Decreasing use of feed, higher food demand and trade

The EU’s use of cereals in animal feed is expected to drop to
152.1 million tin 2035 (-3 % compared with 2021-2023). At the
same time, human consumption of cereals is expected to reach
61.5 million t in 2035 (+1.4% compared with 2021-2023), in
part due to shifts towards more plant-based diets. On the trade
side, traded volumes of wheat, barley and maize could increase
to 60.5 million t in 2035 (+14.6% compared with 2021-2023).
Net imports of maize are forecast to decline to 13.5 million t in
2035 (-13.6% compared with 2021-2023), while imports of
durum wheat are expected to decline to 1.7 million t in 2035
(-16.8%). On the more positive side, growth in net exports is
forecast for soft wheat and barley, to 33.5 million t and
10.2 million t in 2035, respectively (both up +21% compared
with 2021-2023).
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ARABLE CROPS

OILSEEDS and PROTEIN CROPS

GRAPH 2.7 EU oilseed and protein crop yields (tha) Stable yields despite climate change and fewer inputs

EU oilseed yields are forecast to remain stable. As for cereals, it
is forecast that the negative effects (in particular from climate
change, the expansion of organic production, and constraints on
the availability and affordability of some inputs) will be partially
offset by yields increasing thanks to sustainable practices such
as precision farming, crop rotation and improved soil health.
5 /\/\/\/ Some new technological improvements will also be made

available by 2035. The yield gap in rapeseed and soya beans
between EU countries is forecast to decrease, while sunflower
yields in the countries entering into the EU in 2004 and after, are
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Production of oilseeds and protein crops is expected to increase
to 31.8 million t in 2035 (+0.4 million t compared with

GRAPH 2.8 EU oilseed and protein crop production (million t) 2021-2023 average). The reasons for this expansion include
supportive EU policies for protein crops, changing agricultural
25 1 practices (crop rotation), the EU’s agricultural research and

innovation programmes and increasing demand for plant
proteins which will be especially positive in boosting demand for
pulses. Although rapeseed production is forecast to decline by
3.2% by 2035 (from 18.7 million t in 2021-2023), sunflower

10 + ._.\/VW production is forecast to increase by 3% (from 10 million t in

2021-2023). The expansion of oilseed production is expected to
5 1 _/-/\, be driven by 30% increase in soya bean production (from
— 2.7 million t in 2021-2023), driven by expectations of an
increase in labelled products (GM-free) and a push for
deforestation-free soya beans, and by 42.2% increase in the
production of pulses (from 4.5 million t in 2021-2023). Producer
Sunflower === —Pulses prices of oilseed and protein crops are forecast to decline after
reaching a peak in 2021-2023. They are then expected to start

growing again albeit at a much slower pace (0.9% per year).
GRAPH 2.9 EU net trade of oilseeds (million t, exports-imports)
Imports of oilseeds and protein crops are set to decline
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2021-2023 to 18.3 million t in 2035. This is due to increased
139 | production and lower domestic demand. Over the same period,
~16 1= | 'R LERLE imports into the EU of pulses are expected to decline from an
-19 1 " i l- average of 1.3 million t in 2021-2023 to small exports of
S22 - R 0.1 million t in 2035, driven by increased domestic production.
qs)xﬁ" q/gx(” %Qx/\ ”199 %@/” %Qf’ »@i') qs)ﬁ? q/@?’ %Q%x @4;7 q/gé” Human consumption of pulses in the EU is also expected to
increase (by 61 % between 2021-2023 and 2035), but feed will
mSoyabean mSunflower mRapeseed M Pulses remain the main use of pulses with 3.5 million t used for feed in

2035 compared to 2.8 million t used for food.
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GRAPH 2.10 EU oilseed crushing (million t)
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GRAPH 2.11 EU food use of oilseed oils (million t)
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GRAPH 2.12 EU feed use of meals (million t)
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Crushing rates are set to remain stable but composition
changes

When crushing oilseeds, two products are obtained: oilmeals
(plant proteins mostly for animal consumption) and vegetable
oils (which can be used for food, feed or industrial uses). EU
oilseed crushing volumes are forecast to decrease to 44.4 million
t in 2035 (-2.8 million t compared with the histarically high
2021-2023 average). However, within the oilseeds category, the
crushing composition will change as the crushing of sunflower
seeds and soya beans is expected to decline by -12.4 %
and -2.5 %, respectively between now and 2035, while the
crushing of rapeseed is expected to increase by 2%. Lower
imports could lead to more crushing of domestically produced
oilseeds. The forecast decline of sunflower seed crushing is due
to expectations of lower imports driven by less demand for
biofuels, feed and vegetable oil.

Use of oilseed oils for food and biofuel is set to decline

The use of oilseed oils in the EU is expected to decline from an
average of 16.5 million tin 2021-2023, to 15.4 million t in 2035.
The use of oilseed oils for food (which accounts for about 53%
of all uses) is forecast to decline by less (-0.25% per year from
2023) than the use for biofuels (-1.2% per year from 2023). This
trend will be driven by a growing consumer preference for other
types of oil (e.g. olive oil) and by diminishing demand for
biodiesel. Within the oilseeds category, food use of sunflower oil
is forecast to decrease the most (by -0.3 million t), followed by
rapeseed oil (-0.2 million t) and soya oil (-0.1 million t). Further
reduction in the use of palm oil is expected, both for food
(-19.2%) and for biofuel (-72%).

Feed use of oilmeals to decline, with the exception of
sunflower meal

Because of lower demand for animal feed, the use of oilseed
meals in the EU is expected to decrease to 46.1 million tin 2035
(-2.4% compared with 2021-2023). In addition to forecasts for
fewer animals, this decline is also expected to be caused by
improved feed conversion (especially in pigmeat production),
advances in animal breeding, and reduced demand for
high-protein feed in cases where organic livestock production
replaces the conventional livestock production. The biggest
reduction is expected for soya meal (-5.4 %), followed by
rapeseed meal (-1.7% between now and 2035) while demand
for sunflower meal will increase (+8.7%).
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GRAPH 2.13 EU sugar beet area (million ha) and beet yield (t/ha)
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GRAPH 2.15 EU sugar exports and imports (million t)
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Pressure on beet area and vyields is set to limit sugar
production

The total agricultural area in the EU given to sugar beet is
expected to stabilise at around 1.48 million ha at the beginning
of the Outlook period, supported by historically high sugar prices.
These prices are expected to subsequently recede from these
levels, and competition for land use by other crops is expected to
increase, so the area given sugar beet is expected to slowly
decrease to 1.43 million ha by 2035. Sugar beet yields are
expected to slowly decline due to more frequent negative
weather events and the reduced availability of plant-protection
products. Later in the 2023-2035 period, as alternatives to the
banned neonicotinoid substances are expected to be made
available on the market, the decline in sugar beet yields is
expected to slow down. By 2035, the EU’'s average sugar beet
yield is projected to stabilise at 72 t/ha. As a result of changes in
area and vyields, EU sugar production is expected to slowly
decrease, from an average of 15.7 million t in 2024-2026 to
15.3 million tin 2035.

The decline in EU sugar production is expected to be partially
offset by an increase in isoglucose production, which is projected
to increase from under 0.6 million t currently to 0.8 million t in
2035. Nevertheless, the growth in demand for isoglucose could
be limited by reduced food demand and greater competition
from other sweeteners.

Consumption declines will be driven by changing
consumer preferences and declining population

EU sugar consumption has been decreasing steadily for many
years, largely because of consumers shifting to diets with lower
sugar intake, especially through reducing consumption of high
sugar content products. Given the expected decline in the EU
population and the sustained trend of declining per capita sugar
consumption, the downward trend for EU sugar consumption is
expected to continue between now and 2035. Therefore, EU
sugar consumption is expected to decrease annually by 0.7 %
(0.6% per capita) and reach 15.3 million t in 2035.

The EU remains a net importer of sugar

Soon after the decline in EU sugar production that followed the
end of the production quota system, the EU became a net
importer of sugar. By 2035, this position is expected to continue,
but the EU’s reliance on imports could decline. EU sugar exports
have hit a record low in recent years but are expected to continue
serving demand in the traditional export markets. Imports, on the
other hand, are expected to decrease to under 1.0 million t by the
end of the projection period, as sugar consumption in the EU is
projected to decline faster than production.
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GRAPH 2.16 EU total feed demand (million t of protein

equivalent)
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GRAPH 2.18 EU nominal feed prices (EUR/t
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Lower demand for feed but more efficient use

Overall demand for animal feed in the EU is forecast to fall by -
3.5 9% by 2035 (measured in million t of protein equivalent). This
forecast reduction is mainly due to an expected decline in the
EU’s production of pigmeat, beef and a slower growth of milk
yields. A drop in the production of crop-based feed is also
expected due to both a shift to more grass-based (extensive)
production systems, and more efficient feed-conversion ratios.
These ratios are likely to be improved via genetics, more efficient
and better-targeted feeding systems. The decline in pigmeat,
beef and milk production should be partly offset by projected
growth in the poultry and egg sectors. EU countries with lower
productivity in these sectars are continuing to close the gap with
countries with more efficient - and usually more intensive -
production systems, although these trends are slowing down. At
the same time, there is also an increasing push both for further
extensification of agriculture, and towards other non-
conventional production systems (such as organic and GM-free).

Use of high-protein feed is set to decline the most

Of the different types of feed, demand for high-protein feed is
falling the fastest (demand is set to fall 6% by 2035 compared
with 2021-2023), followed by medium-protein feed (-2%
reduction in demand compared with 2021-2023). High-protein
feed (over 30% protein content), includes oilmeals, fish meals
and skimmed milk powder. The reduction in use of high-protein
feed is motivated by lower demand due to consumer concerns
about both the environment (such as deforestation) and the
climate more generally (such as concerns around imports of soya
meals for use in feed). Demand for low-protein feed (with less
than 15 % protein content; excluding grass) is forecast to decline
-1.3% by 2035 compared with 2021-2023 average. Its for