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Commodity Outlook
Sector

Driver

Grains and
Oilseeds

Strong Chinese demand continues to support Australian feed grain prices, with new crop planting intentions
expected to drive Australian and global prices over the next month

Dairy

While near-term prices are likely to remain under some pressure through Q2, a more sustainable price rally
is likely to eventuate as gradual tightening of the demand and supply balance occurs through 2H 2015

Beef

Prices could ease through April as the lack of summer rains prevent herd rebuilding and continue to support
large numbers of cattle on the market

Sheepmeat

Sheep prices are expected to be a little mixed through April. The ESTLI is expected to trend slightly lower,
while a reduction in mutton production should see mutton prices remain strong

Sugar

The international sugar market has been under significant pressure through March. Currency and surplus
stock continue to limit possible near-term upside

Cotton

Record global stocks still weigh heavy on international cotton prices. However, as some tightening of the
global balance sheet occurs, these price levels are forecast to show steady improvement into late 2015

Wool

The EMI in AUD terms has gained almost 5 percent YOY and remains close to seasonal highs, while the
strengthening of the USD has driven an almost 12 percent decline in USD terms

Wine

Australian wine suppliers lose further share in the US wine market in 2014

Fertiliser

Global urea benchmark prices remained depressed. Buyer activity is cautious globally, and supply
fundamentals look strong with Chinese inventories building. Upside pressure remains limited short term

FX

The RBA held fire in March, but the bias remains towards a further interest rate cut in Q2 2015

Oil

Oil prices remain downbeat, with the outlook for global energy markets to remain bearish due to
persistently high supply and sluggish demand
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Climate
The Bureau's ENSO Tracker has been upgraded to El Niño WATCH
due to warmer-than-average temperatures in the tropical Pacific
Ocean.

ENSO Tracker status

The BOM’s latest outlook suggests that for much of Australia,
temperatures are still likely to be warmer than normal through to
May.
February was quite dry and the latest seasonal outlook is pointing
to ongoing drier-than-normal conditions through autumn across
many parts of the country.

Australian Rainfall Deciles – February 2015

Chance of exceeding median rainfall; March to May 2015
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Grains & Oilseeds

Tonnes/HA

Australian new crop wheat prices could benefit from a forecast drop
in Black Sea wheat yields, a result of suboptimal levels of chemical
and fertiliser application. Recent political unrest has caused the
Russian and Ukrainian currencies to weaken dramatically against
the US dollar (39 percent and 56 percent, respectively, YOY),
subsequently leading to higher crop input prices. As a result
growers in the Black Sea region (26 percent of global wheat
exports) could see lower crop yields in the 2015/16 season.
Strong Chinese demand for feed grains such as sorghum and feed
barley is keeping Australian values well supported. Australian
sorghum prices remain above AUD 300/tonne, driven by the
expectation that China will import a record amount of feed grains
throughout the 2014/15 season (circa 18 million tonnes). Stronger
feed grain prices will likely drive higher planted acreage for wheat
and barley over canola in Australia this year.
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Report is due to be released on 31 March. The March
USDA report traditionally drives significant volatility
through global grains markets. US corn and soybeans will
be planted in April/May and US growers are weighing up
which crop to plant. Estimates of US corn planted acreage
of less than 90 million acres would likely drive bullish
price movements into new crop corn prices and add
support to Australian new crop grain prices.

ASX Jan 15 wheat contract (LHS)
Source: Bloomberg, Rabobank 2015

CBOT Dec 14 wheat contract (RHS)
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Dairy
Market Outlook

World Dairy Prices
6,000

Global dairy commodity prices have provided mixed signals over
the past month as the February price rally proved overcooked.

While the worst of demand and supply fundamentals has passed, it
will take some time for lower prices to unlock consumption growth
and drive stronger buying from markets outside Russia and China
(which remain weak).
A more sustainable price rally is more likely to eventuate as a
gradual tightening of the demand and supply balance occurs
through 2H 2015.
A falling currency, healthy local market pricing, greater exposure to
higher returning streams (notably cheese) and plant flexibility have
all helped to underpin farmgate milk prices.

USD/tonne FOB

Weather concerns in New Zealand were partly moderated through
early March, but any global supply impacts are likely to be more
than compensated by product availability from other export
regions.
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Source: USDA, Rabobank 2015

Production growth in key exporting regions:
Latest month

Last 3 months

EU

-1.1% (January)

0.5%

What to watch:

US

2.0% (January)

2.8%

• The expiry of EU milk production quotas on 31 March

Argentina

-2.0% (January)

-3.4%

Australia

0.6% (January)

0.8%

NZ

+2% (est. nine months to February 2015)

2015 after being in place for more than 30 years. Expect the
brave new world to result in higher EU milk flows from 1
April.
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Beef
Market Outlook

Eastern Young Cattle Indicator (EYCI)
460

Saleyard prices across all categories eased through March, with
trade steers holding up the best. Over the hooks prices were more
stable, particularly for heavy steers and cows. These movements
suggest the seasonal break that would support herd rebuilding has
not occurred.
Cattle slaughter remains high, with January figures showing
slaughter numbers and production up 1 percent YOY. Indications
for February and March show numbers continuing at 2014 levels,
although increases in NSW and Victoria are replacing a decline in
Queensland.
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The EYCI tends to drop through April as the southern weaner sale
season brings numbers on to the market, while other cattle
categories usually remain firm off the back of lower slaughter and
sale numbers. Given the current high levels of prices and the lack
of drought breaking rain in the north, prices are expected to
continue to ease slightly through April.
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Source: MLA, Rabobank 2015

What to watch:

• Domestic processing capacity after cyclone Marcia
February exports picked up to be 6 percent higher YOY. Strong
growth continues in exports to the US, with February exports 60
percent higher YOY. Exports to Japan are also increasing, returning
to five-year average levels.
Live exports for 2014 were 53 percent higher than 2013 at 1.3
million head. While Indonesia remains the dominant market (56
percent of exports), Vietnam continues to increase its share, with
12 percent in 2014.

damaged two processing plants in Rockhampton
causing operations to stop. One plant has been shut
down temporarily for repairs.

• Indonesian live export quotas for Q2 are expected
to be announced shortly. Q2 quotas are generally
bigger than Q1 quotas, but with the Q1 quota down 26
percent on 2014 levels it is unclear if a similar

reduction will be applied to Q2.
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Sheepmeat

Drying conditions in eastern Australia are causing saleyard lamb
prices to decline, despite strong export markets. The ESTLI is likely
to continue to trend lower through April, in line with both the fiveyear average and the dry conditions. Mutton prices could buck the
trend, with declining sheep slaughter and historically strong prices
in April pointing to some potential upside.
2015 saleyard prices, despite starting high, have trended lower
since February. The ESTLI decreased 10 percent through February
and March to be AUD 516c/kg in mid March. Mutton prices have
strayed from the flock, holding firm over this period. Over the
hooks prices have remained firm through the beginning of the year,
indicating strong processing and export demand but lower
restocker demand.

Eastern States Trade Lamb Indicator Price (ESTLI)
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Market Outlook
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Source: MLA, Rabobank 2015

Lamb and sheep slaughter have started 2015 lower than 2014
levels but still above the five-year average. Sheep slaughter in
particular has dropped 22 percent YOY, with large drops recorded
in NSW (28 percent YOY) and Victoria (14 percent YOY). Lamb
slaughter dropped 5 percent YOY.
Lamb exports were up 3 percent YOY, while mutton exports were
down 24 percent YOY. The Middle East, China and the US remained
strong markets for lamb, while exports of mutton to the Middle
East and China dropped 17 percent and 34 percent YOY,
respectively.

What to watch:

• Declining sheep slaughter could be an indicator
that the high levels of the last couple of years
might be about to end. This will have implications for
exports into the mutton markets of China and the
Middle East.
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Sugar
Market Outlook

ICE #11 Prices
20

While lower YOY global prices had been somewhat offset by the fall
in the AUD, this latest price dip will certainly begin to pressure
returns for the Australian grower.
While currency has had a significant impact on prices, production
has not managed to provide much support, with Thailand and
India’s production figures both revised upwards, and ideal
conditions in Brazil as the crush commences. While a small deficit is
maintained for 2014/15 and deepening into 2015/16, the
significance of this on prices so far has been limited.

Sugar market

ICE Sugar No.11
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The international sugar market has been under significant pressure
through March, reaching its lowest point since 2009 of USc 12.7/lb.
The market has tracked the fortunes of the Brazilian real, which is
at its lowest point in more than a decade.

470
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USDc/lb

Projections for the Australian crop in 2015 have been edged higher,
with ABARES forecasting a 5 million tonne crop in 2015/16 based
on increased area planted and improved yields. This would
represent the largest crop since 2006/07. Industry predictions are
a little more modest, with early forecasts between 4.7 million and
4.8 million tonnes.

320

ICE No. 11

ICE No. 11 (AUD)

Source: Bloomberg, Rabobank 2015

What to watch:

• Demand from key importers. The industry continues
to wait for additional import quota to be released in
Indonesia. As Australia’s largest export market in
2013/14, it is hoped that the quota released will at
least maintain last year’s import levels.
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Cotton
Market Outlook

Global Cotton Prices

Global cotton prices have improved from their January lows of USc
57.3/lb and have averaged USc 62.9/lb through the last month,
trading from highs of USc 65.52/lb in late February to currently sit
at just over USc 60/lb. As some tightening of the global balance
sheet occurs, these price levels are forecast to show steady
improvement into late 2015.
Local basis has remained high relative to the steady global prices.
However, the importance of maintaining high-quality levels for
securing end markets and sustaining prices above the AUD
500/bale mark is significant.
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Source: Bloomberg, Rabobank 2015

Global Cotton Stocks-to-use

What to watch:
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The cotton pick is well underway in Queensland where quality and
volume are reportedly positive. While NSW production is forecast to
be down just under 50 percent, growers in the South are
anticipating quite positive yield results.

Stocks to Use %

provide some support to new crop futures prices.

• Rabobank anticipates this will come in between 9.5
million to 9.7 million acres, which is up to 14 percent
below the 2014 projection of 11.1 million acres.
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Wool
Market Outlook

Australian Eastern Market Indicator
1,200

The story of two tales continues in the Australian wool market, with
exceptional demand maintaining the strength across crossbred and
merino carding types, while momentum is continually difficult to
find for merino fleeces.

1,100
AUDc/kg

Supply of superfine wool types appear to be starting a return from
their record highs, with YTD figures indicating a 23 percent
reduction in wool tested 16.5 micron or finer and a 6.2 percent YOY
reduction in 16.5 micron to 17.5 micron.
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While the EMI in AUD terms has gained almost 5 percent YOY and
remains close to seasonal highs, the strengthening of the USD has
driven an almost 12 percent decline in price in USD terms.
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What to watch:

• Strength in the crossbred and carding markets
has been largely driven by strong buyer demand.

• Fashion trends that are favouring woollen textiles as
opposed to the worsted woven and knit fabrics are
underpinning these markets.

AUD

USD

Source: Bloomberg, Rabobank 2015
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Wine
US Bulk Still Wine Imports, 2014

Industry Developments

The all-important US wine market is estimated to have
grown by less than 1 percent in 2014. Domestic wines took
market share from imported wines in the year just gone,
with few countries recording a rise in still wine shipments,
and New Zealand vastly outperforming the market as
premium wines remain in favour.
On the whole, Australian wines had another disappointing
year in the US market. Overall volumes continued their
steady decline despite lower average import prices, but there
are signs that more premium suppliers are beginning to take
advantage of the premiumisation trend that is underway in
the market.
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• The strong appreciation of the US dollar means
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Fertiliser
Global Fertiliser Prices
550

Market Outlook

500

Global phosphate markets will be driven by purchasing
patterns in China and India. Chinese seasonal demand is
now slowing while Indian supply chains remain well stocked,
so there appears limited upside to benchmark prices short
term.
Global potash benchmark prices continue to feel downward
pressure as buyers wait for news on the delayed Chinese
contract negotiations ahead of spring applications.

450
USD/tonne

Global urea benchmark prices remained depressed. Buyer
activity is cautious globally, and supply fundamentals look
strong with Chinese inventories building. Upside pressure
remains limited in the short term.
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Source: Bloomberg, Rabobank 2015

Continued AUD weakness will put upward pressure on
imported fertiliser costs for local buyers.
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FX
AUD/USD – 12-month Price Movement
Market Outlook

The Reserve Bank of Australia (RBA) left the official cash
rate on hold at 2.25 percent at its meeting on 3 March
2015. Despite the growing mood in the markets for another
cut, the minutes to the meeting suggest that the RBA is
looking to hold fire until they get a better feel for the level
of aggregate demand in the economy as well as the impact
of the recent cut in February. The bias remains towards a
further cut in Q2 2015.

Index value
(18-Mar-2014=100)
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The RBA provided further guidance on its prevailing view of
the housing cycle, which continues to attract widespread
attention from the market. Overall, the view is that the level
of house price growth remains subdued in many parts of the
country, and that added prudential measures appear
adequate to contain any excessive risk to the rest of the
economy at this stage.
We forecast AUD/USD falling towards 0.70 on a 12-month
view. This reflects weak domestic economic fundamentals,
ongoing signs of slower economic growth in China, and our
view that the RBA is likely to cut interest rates again this
year against a backdrop of an improving US economy and
stronger USD.

80

Source: RBA, Rabobank 2015

What to watch:
• The timing of the first US interest rate hike.
Questions remain around when the US economy will
be ready to accommodate higher interest rates. If

this is sooner rather than later, the AUD may
depreciate more sharply against the USD in 2015.
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Oil & Freight
Baltic Dry Index

Brent Oil
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Market Outlook
Oil prices remain downbeat, with the outlook for global energy
markets to remain bearish due to persistently high supply and
sluggish demand.
The Baltic Dry Index continues to bounce around at near record
lows under pressure from a sluggish global economy and excess
supply.
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Agri Price Dashboard
As of 18/03/2015

Unit

MOM

Current

Last month

Last year

Grains & oilseeds
CBOT wheat

USc/bushel

▼

511

535

675

CBOT soybeans

USc/bushel

▼

965

1,008

1,392

CBOT corn

USc/bushel

▼

375

390

479

Australian ASX EC Wheat

AUD/tonne

▲

300

299

328

Australian Canola

AUD/tonne

▼

480

496

577

Eastern Young Cattle Indicator

AUc/kg cwt

▼

422

443

308

Feeder Steer

AUc/kg cwt

▼

240

248

176

North Island Bull 300kg

NZc/kg cwt

▼

495

500

375

South Island Bull 300kg

NZc/kg cwt

▲

455

450

379

Eastern States Trade Lamb Indicator

AUc/kg cwt

▼

516

543

567

North Island Lamb 17.5kg YX

NZc/kg cwt

▲

515

500

537

South Island Lamb 17.5kg YX

NZc/kg cwt

▲

500

490

528

North Island Stag

NZc/kg cwt

▲

640

606

613

South Island Stag

NZc/kg cwt

▲

625

599

620

Butter

USD/tonne FOB

▼

3,750

3,850

4,775

Skim Milk Powder

USD/tonne FOB

▲

2,888

2,700

4,975

Whole Milk Powder

USD/tonne FOB

▼

3,125

3,850

4,925

Cheddar

USD/tonne FOB

▼

3,550

3,850

5,100

Beef markets

Sheepmeat markets

Venison markets

Dairy Markets
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Agri Price Dashboard
As of 18/03/2015

Unit

MOM

Current

Last month

Last year

Cotton markets
Cotlook A Index

USc/lb

▼

68

70

98

ICE No.2 NY Futures (nearby contract)

USc/lb

▼

62.48

63.8

92.03

ICE Sugar No.11

USc/lb

▼

12.7

15.1

17.1

ICE Sugar No.11 (AUD)

AUD/tonne

▼

361

427

414

Australian Eastern Market Indicator

AUc/kg

▲

1,094

1,087

1,054

NZ Coarse Crossbred Indicator

NZc/kg

▼

499

502

487

NZ Fine Crossbred indicator

NZc/kg

▼

549

553

498

Urea

USD/tonne FOB

▼

300

375

360

DAP

USD/tonne FOB

•

485

485

500

Potash

USD/tonne FOB

▲

306

287

332

Baltic Dry Index

1,000=1985

▲

568

516

1,481

Brent Crude Oil

USD/bbl

▼

53

62

109

AUD

vs. USD

▼

0.777

0.782

0.909

NZD

vs. USD

▼

0.749

0.754

0.857

RBA Official Cash Rate

%

•

2.25

2.25

2.50

NZRB Official Cash Rate

%

•

3.50
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2.75

Sugar markets

Wool markets

Fertiliser

Other

Economics/currency
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