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Commodity outlook
Sector

Driver

Grains &
Oilseeds

Australian wheat production is expected to decrease by 1% YOY, to 23.3 million tonnes for 2015/16, as
unfavourable weather conditions in September and October have damaged yield prospects across
significant areas of the country.

Dairy

El Niňo, and subsequent dry weather in spring, is negatively impacting growth in Australian milk flows.

Beef

Seasonal rain returns prices to previous high levels, while processors announce earlier shutdowns to
manage the lower supply of cattle

Sheepmeat

After bottoming out, prices have recovered to sit 16% higher than the five-year average. Normal trends
suggest prices should start to improve through December.

Sugar

The Australian sugar crush is fast approaching completion, with more than 90% of the forecast volume
of cane already crushed. Expectations are now building for a crop in excess of 34 million tonnes, which
would make it the largest crop since 2006.

Cotton

Industry forecasts for Australian production have been lifted in recent weeks, up to 2.4 million bales, as
the outlook for dryland cotton improved.

Wool

The Australian EMI recovered through last month to settle at AUc 1,251/kg clean in mid November.

Wine

Increasingly polarised growth in export volumes to China spur on global demand for Australian wine.

Fertiliser

Global market prices remain range-bound amid weak demand.

FX

The AUD gives up ground as commodity prices slide and US jobs growth bounces back.

Oil

Oil stocks have reportedly reached historic highs in key markets, including China and the US.
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Climate
October rainfall was below average for most of Australia. It was
very much below average to lowest on record for Tasmania, central
to western Victoria and southern SA, as well as parts of QLD and
NSW. All states and the Northern Territory were in the top ten
maximum temperature records for October.

El Niño status—Southern Oscillation Index (SOI)

Despite wet weather across much of the country in early November,
the November to January outlook indicates below-average rainfall is
likely across parts of Victoria, NSW and the tropics.
A strong El Niño continues, in combination with a positive Indian
Ocean Dipole (IOD). El Niño's influence on rainfall generally
decreases during summer, although warmer daytime and nighttime temperatures tend to be more likely across the south and east.

Australian rainfall deciles, 1 August to 31 October

Source: BOM, Rabobank 2015

Mean temperature anomaly, October 2015
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Grains & Oilseeds
Global wheat ending stocks—large stocks continue to pressure prices

Market outlook

250000

The bearish outlook for global grains and oilseeds was supported in
the USDA’s 10 November World Agricultural Supply and Demand
Estimates. Stronger US corn yields are expected to drive stocks to
211.9 million tonnes, 3.7 million tonnes higher YOY. Global wheat
stocks are estimated to be 15.6 million tonnes higher YOY, at 227
million tonnes, driven by a 1.4 million tonne reduction in US wheat
exports and larger production in the Black Sea region.

thousand tonnes
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Rabobank forecasts Australian wheat production to decrease by 1%
YOY, to 23.3 million tonnes for 2015/16, as unfavourable weather
conditions in September and October have damaged yield prospects
across significant areas of the country. Australia’s 2015/16 barley
crop is expected to increase 3% YOY to 8.27 million tonnes, as a
result of higher plantings.
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The 2015/16 Australian canola crop is expected to again exceed 3
million tonnes, however, Rabobank expects a 12% YOY decline in
production.

Source: USDA, Rabobank 2015

What to watch:

Global wheat prices

• Crop quality downgrades and widening price
spreads.
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• Prices for feed quality grain are expected to come

825

300

under pressure as harvest progresses. October
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2015 was the warmest on record for both NSW and
USD cents/bushel

AUD/tonne
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Victoria. This has resulted in higher screenings and
smaller test weights.

• Additionally, heavy November rainfalls in some east
coast cropping areas have increased the possibility of

quality downgrades.
ASX Jan 16 wheat contract (LHS)
Source: Bloomberg, Rabobank 2015

CBOT Dec 15 wheat contract (RHS)
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Dairy
Market outlook

Margin pressure continues to build for dairy producers, given recent
movements in feed wheat prices and temporary water prices. While
farmgate milk prices are down YOY, there is still some expectation of
increases before the season ends.

5,500

USD/tonne FOB

The rate of milk production growth in Australia slowed in September,
as seasonal conditions started to bite. October was also hot and dry,
with milk flows expected to be negatively impacted. It is likely that the
summer months ahead will prove challenging for many dairy
producers.

World dairy prices
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However, any upside to local farmgate milk prices will still require a
speedy recovery in commodity prices, and a further decline in the
Australian dollar versus the US dollar.
Global dairy commodity markets remain weak, as evidenced by recent
GDT auction results. Rabobank believes it will be a few months yet
before the global market rebalances.

Butter

SMP

WMP

Cheese

Source: USDA, Rabobank, 2015

Production growth in key exporting regions
Latest month

Last 3 months

EU

2.2% (September)

2.3%

US

0.4% (September)

0.8%

Australia

0.8% (September)

3.0%

NZ

-3% (October est)

-3% (season to date)

What to watch:

• Chinese milk powder import volumes returned to growth in recent
months. China is still likely carrying some inventories and will
need to work through these.

• The EU has seen positive growth in milk production in the six
months since the removal of quotas. Markets are expecting the
rate of growth to slow in the coming months.
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Beef
Market outlook

Eastern Young Cattle Indicator (EYCI)

Rainfall across eastern Australia in early November, particularly in
NSW, injected a sense of optimism into the market and resurrected
the EYCI to 593c/kg cwt on 17 November. Prices in other
categories saw similar recoveries with cow prices showing the
strongest recovery—edging above the previous high recorded in
September.
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Exports in October continued the path back towards the 5 year
average, dropping 16% YOY for October, to 102,885 tonne swt.
Exports to the US were down 48% YOY for October at 22,018
tonnes swt, close to the 5 year average. The US export position at
12 November was 411,793 tonnes shipped (98%) of the 418,214
quota.

500

AUD c/kg cwt

Slaughter rates in September continued their decreasing YOY
trend, down 7% YOY at 740,700 head. Production correspondingly
dropped 6% YOY to 206,101 tonnes for September. Female
slaughter decreased 10% YOY for September and has fallen under
the 50% mark for only the third time in 2015. With a number of
plants indicating that they will stop or reduce processing in late
November, 2 to 3 weeks earlier than the normal Christmas
shutdown, slaughter numbers are expected to remain low through
the remainder of 2015.
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5 year monthly average

Source: MLA, Rabobank 2015

What to watch:

• Supplies are tightening with processors closing
plants and dropping shifts early and live export
numbers dropping. Average rainfall is forecast across
much of eastern and northern Australia through
December and January which suggests that any herd
rebuilding process may be a slow journey.

Live exports (dairy included) were down 9% YOY for August to
83,156 head. Indications are that cattle are becoming difficult to
source and prices are reported to have increased above AUD$3/kg,
with some reports of prices at AUD$3.40/kg.
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Sheepmeat
Market outlook
Eastern States Trade Lamb Indicator Price (ESTLI)
After reaching a low of 416c/kg in mid October, the ESTLI has
recovered to average 505c/kg cwt, 16% higher than the five-year
average, for the beginning 3 weeks of November. Prices generally
tend to pick up from mid November into December.
Lamb and sheep slaughter remain relatively stable in terms of YOY
comparisons, at 1.9 million and 804,000 head respectively for the
month of September. Across the states, large increases in sheep
slaughter in Victoria (21% higher YOY for September), reflecting
drier conditions through August and September, were countered by
reductions in NSW and SA (down 24% and 5% YOY respectively).
Lamb exports in October slipped 11% YOY, to 21,621 tonnes swt,
underpinned by ongoing soft demand conditions in China.
Shipments to China declined 26% over the same period to, 2,808
tonnes swt.
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Source: MLA, Rabobank 2015

Shipped weight (tonnes)

Australian sheepmeat exports YTD (Jan – Oct)
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What to watch:
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Normal price trends up through December and
into January. The five year average increases 23%
from the bottom of the cycle in late November to the
top of the cycle in late December.
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Sugar
Market outlook

ICE #11 prices

The Australian sugar crush is fast approaching completion with
more than 90% of the forecast volume of cane already crushed.
Expectations are now building for a crop in excess of 34 million
tonnes which would make it the largest crop since 2006.

ICE #11 forecast revised
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ICE #11 (LHS)

ICE #11 AUD (RHS)

Source: Bloomberg, Rabobank, 2015

What to watch:

26

• Without wanting to sound like a broken record… the

24

USc / pound

480

AUD/tonne

Rain has hampered the crush in Brazil through recent weeks, and
although sugar production remains attractive in local currency
terms, volume will likely be pressured. Low ATR (sugar content)
and cash flow requirements are likely to drive mills toward ethanol
production. Rabobank has maintained an ethanol mix of 58.1%.

20

USD c/lb

Fundamentals and a widening forecast deficit for 2015/16 have
seen prices continue to climb, extending the rally that began in
September. The ICE #11 has averaged just over AUD 450/t during
the last month, with the price more than 40% higher in Australian
dollar terms than the average price in August. Demand growth has
not been considered a factor in this recent price improvement, as
consumption figures have remained steady.

22

BRL/USD will remain an important factor for the ICE

20

#11 in coming months. While there has been minor

18
16

appreciation of the BRL during the last month, the

14

longer term forecast for the BRL maintains a weakening

12

of the currency to 4.5 in 12 months. It is currently close

10

to 3.8.
ICE No. 11 Sugar

Previous forecast

Source: Bloomberg, Rabobank 2015

Rabobank forecast
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Cotton
Market outlook

Global cotton prices

The Australian cotton plant is still underway in some areas as growers
look to take advantage of some late rainfall. Industry forecasts for
production have been lifted in recent weeks, up to 2.4 million bales,
as the outlook for dryland cotton improved.
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Rabobank’s price forecasts for the ICE#2 remain at USc 65/lb through
Q4 2015, edging higher towards 70USc/lb through 1H 2016.

Global cotton still forecast for deficit
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ICE #2 Futures
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Source: Bloomberg, Rabobank, 2015
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What to watch:
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• Australian exports – The Australian basis has
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remained strong in recent months despite coming off
record levels. Lower production of higher-quality cotton

40%

in the US and Australia should help to support this

20%

basis, however with China’s imports significantly

0%

constrained, the strength of alternate markets will
impact the Australian basis moving forward.

Surplus/Deficit
Source: UN Comtrade, Rabobank 2015

Stocks-to-use ratio (RHS)
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The USDA November WASDE was moderately bullish for cotton, with
further production cuts forecast. Notably, US production was tipped at
13.23m bales, a reduction of 57,000. While recent rainfall has arrived
at a critical time for the crop in the US, Rabobank believes this is
likely to have a negative impact on quality, while having a limited
impact on overall production volume. Rabobank maintains a
production forecast of 14 million bales.

Wool
Market outlook

Australian Eastern Market Indicator
1,400

The Australian EMI recovered through the last month to settle at
AUc 1,251/kg clean in mid November. The EMI for 2015/16 has
been at 19% above year ago levels. The weakened Australian dollar
has remained a critical influence on this price strength, with the EMI
in USD terms at 3% below year ago levels.

The recent price rises have been experienced across most types.
While finer wools remain in a lower percentile than mid micron,
th
crossbred and cardings, at their 70 percentile (17micron), are still
well above their 5 year average. While falling off their highs, merino
cardings, stronger merino and crossbreds remain strong price
performers.
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Wool exports slowed in September YOY, and are now at 4.4%
behind 14/15 season levels (year to date). This is reflective of
auction volumes, which still trail 14/15 year to date levels by
almost 7%, with wool tested to date also down 7.3% YOY. Strong
prices have, however, lifted the value of exports significantly – up
18% YOY.
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Source: Bloomberg, Rabobank, 2015

What to watch:

Australian EMI in USD terms
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• Volumes into the Christmas break. Current forecasts
see volumes well behind last year’s rush into Christmas.
With lower volumes and expected continued weakness
in the AUD, prices should be supported into the break.

AUD

USD

Source: Bloomberg, Rabobank, 2015

USD 5 yr ave

AUD 5 yr ave
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Wine
Global wine supply/demand, 2005-2015(f)

The Chinese market (+58% YoY) led the gains, but growth is
becoming quite polarised, with strongest growth in volume occurring
for bulk wines (+199% YoY) and bottled wines priced below AUD 2.50
per litre (+165% YoY) and above AUD 50 per litre (+151% YoY).
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Australian wine exports increased by 5% in volume and 8% in value in
the 12-month period ending September 2015. Bottled wine exports
increased by 6% in volume, while bulk wine export volumes grew by
5% over the period.

Volume (million HL)

Market outlook

0

Australian wine exports, MAT September 2015
Global Supply

80%

Global Balance (RHS)

Industrial Use (RHS)
58%

60%

Source: OIV, Rabobank, 2015

Volume change
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What to watch:

• Early indications suggest that global wine production

20%
5%

4%

2%

will see a mild increase in 2015. Production increases in
places such as Chile and Italy appear to be enough to

0%

-3%

overcome projected declines in Spain, the US and
Argentina. Even still, the level of increase does not

-20%

appear to be placing significant downward pressure on
-40%

UK

USA

Canada

China

Total

bulk wine prices at present.

Source: AGWA, Rabobank, 2015
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Fertiliser
Global fertiliser prices
550

Market outlook

500

Despite a lift in global urea prices, markets are expected to remain
weak as demand in Europe and the United States seasonally
decelerates.
USD/tonne

Indian import demand for phosphates remains weak. A deficient
monsoon and continued depreciation of the rupee have contributed
to an increase in carryover stocks
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Global potash prices are under pressure on limited demand. There
is potential for further price falls in the coming months on weak
fundamentals.

300
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What to watch:

• Potash market attention turns towards the tender season

Urea

DAP

across South-East Asia. Confirmed deals are putting more
pressure on Chinese contract talks.

Source: Bloomberg, Rabobank, 2015
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FX
AUD/USD: 12-month price movement

Market outlook

1.00

Back home, wage growth has displayed ongoing signs of weakness
despite a relatively strong employment report and a drop in the
unemployment rate in October. Consequently, consumer price
pressures remain well-contained and off the mind of the RBA.

AUS consumer prices and wage growth, 2005-15

0.95
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The Reserve Bank of Australia (RBA) elected to hold the official cash
rate at 2.0% at its meeting on Melbourne Cup Day. The Australian
dollar has given some ground over the past month, with commodity
prices coming under renewed pressure, while US jobs growth bounced
back in November to renew speculation of a December rate rise.
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Source: RBA, Rabobank, 2015
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6

5
4

What to watch:

3

• Forecasts indicate AUD/USD falling towards 0.66

2

on a 12-month view. Subdued domestic economic

1

fundamentals, soft commodity prices, ongoing signs of

0

slower economic growth in China, and our view that
the RBA could still cut interest rates again, against a
backdrop of an improving US economy and stronger
Headline CPI

Source: ABS, Rabobank, 2015

CPI excl. 'volatile items'

Wage price index

US dollar, all factor into the weaker forecast.
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Oil & Freight
Market outlook
Oil stocks have reportedly reached historic highs in key markets, including China and the US, amid an expected pickup in supply from the
Middle East. This has been largely due to the lifting of sanctions on Iran. Consequently, Rabobank remains bearish on oil prices in the
short term.
The Baltic Dry Index is at its lowest November level of all time, and continues to be a strong indicator of where the global economy
stands at this point.

Brent Oil

Baltic Dry Index
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Source: Bloomberg, Rabobank, 2015
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Agri price dashboard
As of 18/11/2015

Unit

MOM

Current

Last month

Last year

Grains & oilseeds
CBOT wheat

USc/bushel

▼

483

491

538

CBOT soybeans

USc/bushel

▼

858

896

1,005

CBOT corn

USc/bushel

▼

362

377

363

Australian ASX EC Wheat

AUD/tonne

▼

281

282

292

Australian Canola

AUD/tonne

▼

535

572

473

Eastern Young Cattle Indicator

AUc/kg cwt

▲

594

518

328

Feeder Steer

AUc/kg lwt

▲

320

290

188

North Island Bull 300kg

NZc/kg cwt

▼

545

580

550

South Island Bull 300kg

NZc/kg cwt

▼

510

600

518

Eastern States Trade Lamb Indicator

AUc/kg cwt

▲

502

469

458

North Island Lamb 17.5kg YX

NZc/kg cwt

▼

605

630

633

South Island Lamb 17.5kg YX

NZc/kg cwt

▼

585

620

606

North Island Stag

NZc/kg cwt

▼

776

845

715

South Island Stag

NZc/kg cwt

▼

797

875

753

Butter

USD/tonne FOB

▼

2,850

3,175

2,900

Skim Milk Powder

USD/tonne FOB

▲

2,500

2,163

2,450

Whole Milk Powder

USD/tonne FOB

▼

2,050

2,763

2,550

Cheddar

USD/tonne FOB

▼

3,150

3,200

3,850

Beef markets

Sheepmeat markets

Venison markets

Dairy markets

Source: Bloomberg, Rabobank, 2015
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Agri price dashboard
As of 18/11/2015

Unit

MOM

Current

Last month

Last year

Cotton markets
Cotlook A Index

USc/lb

▼

69

70

67

ICE No.2 NY Futures (nearby contract)

USc/lb

▼

61.52

63.78

59.11

ICE Sugar No.11

USc/lb

▲

14.5

14.1

15.9

ICE Sugar No.11 (AUD)

AUD/tonne

▲

449

427

406

Australian Eastern Market Indicator

AUc/kg

▲

1,252

1,169

1,048

NZ Coarse Crossbred Indicator

NZc/kg

▼

593

599

525

NZ Fine Crossbred indicator

NZc/kg

▼

628

632

546

Urea

USD/tonne FOB

▲

270

250

375

DAP

USD/tonne FOB

▼

425

450

460

Potash

USD/tonne FOB

▼

292

305

287

Baltic Dry Index

1000=1985

▼

519

762

1,306

Brent Crude Oil

USD/bbl

▼

44

49

79

AUD

vs. USD

▼

0.711

0.726

0.862

NZD

vs. USD

▼

0.647

0.675

0.785

RBA Official Cash Rate

%

•

2.00

2.00

2.50

NZRB Official Cash Rate

%

•

2.75

2.75

3.50

Sugar markets

Wool markets

Fertiliser

Other

Economics/currency

Source: Bloomberg, Rabobank, 2015
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