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Commodity Outlook
Sector

Driver

Grains and
Oilseeds

Neutral outlook for global wheat prices as weather risks balance rising global stocks. Global wheat stocks
are forecast to grow to their largest levels in 4 years but not at the level needed to shield markets from any
potential production failures.

Dairy

A major uplift in global diary prices is not expected in the short term, although dry conditions in New
Zealand have provided some support to prices

Beef

Prices are expected to remain steady through March, driven by continuing strong exports and reduced
domestic supplies

Sheepmeat

Sheep prices are expected to remain steady through March, with rainfall in early 2015 supporting better
quality lambs and continued strength in the US and Middle East markets supporting export demand

Sugar

Sugar prices are expected to stay subdued through the first quarter. Despite a forecast deficit, the market
will be burdened by a persistent low oil price forecast and record sugar stocks.

Cotton

Upside for cotton prices continues to battle rising record global stocks, which are estimated at 109.84
million bales

Wool

Price improvement in early February will be tested, with high bale offerings forecast

Wine

Limited scope for average wine grape prices to rise in 2015, assuming a vintage largely in line with last year

Fertiliser

Global markets are well balanced, although the falling AUD is putting pressure on landed prices in domestic
markets

FX

Further forecast falls in the AUD/USD expected, reflecting weak economic fundamentals, ongoing signs of
slower economic growth in China, and potential for more interest rate cuts

Oil

Oil prices have rebounded somewhat in recent weeks, although building global stockpiles look set to prevent
any major price recovery
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Climate
Many parts of the country received some much needed rainfall
through January. However, large parts of Queensland and Western
Australia remain very dry.

ENSO Tracker status

The BOM’s latest outlook suggests that for much of Australia,
temperatures are likely to be warmer than normal from February to
April.

The latest seasonal outlook is also still suggesting a drier-thannormal end of summer and start to autumn.

Australian Rainfall Deciles – January 2015

Chance of exceeding median rainfall; Feb-April 2015
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Grains & Oilseeds
Market Outlook - Wheat

Million Tonnes

Global wheat stocks are forecast to build to 197.9 million tonnes in
the 2014/2015 season (their largest in 4 years), however, stocks
are still not at the level required to shield prices from crop failures.
As a result, wheat prices will be more responsive to any crop
reductions in 2015 than other grains and oilseed markets such as
corn and soybeans.
With Russian and Ukrainian trade restrictions currently in place,
Australian wheat is more competitive into Middle Eastern markets,
potentially supportive for Australian wheat prices. This is evident by
Australian wheat exporters submitting the cheapest quotes to Iraq
in the latest wheat tender.
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What to watch:

• Softer CBOT prices have dragged Australian
wheat values lower over the past two months.
However, with extremely cold conditions throughout
the US Midwest and Central Plain forecast for the
coming days, there is concern over the possibility for
winterkill damage to winter wheat crops. Continue to
monitor US crop conditions through our Autumn
months as they may prove supportive to Australian

ASX Jan 15 wheat contract (LHS)

CBOT Dec 14 wheat contract (RHS)

wheat prices later in the year.

Source: Bloomberg, Rabobank 2015
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Grains & Oilseeds

Brazil and Argentina are expected to harvest 150 million tonnes of
soybeans as well as 97 million tonnes of corn over the coming
months. Record production is bearish news for soybean prices,
which we anticipate will fall by around 10% over 2015, putting
pressure on feed grain and edible oil values globally.
Global corn stocks are forecast to increase to their highest level
since the 2002/03 season in 2015, and this is the main reason
behind our neutral to bearish outlook on prices. With ample feed
grain supplies throughout the America’s, Australian markets will be
highly dependant on key export markets in Asia to help support
local prices.
Soybean production in Brazil and Argentina
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Market Outlook – Feed Grains
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What to watch:
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• Chinese demand for Australian sorghum is

80

important for price support in 2015 with 85% of
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Australian sorghum exports in 2013/14 going to
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China. A fall in export demand could cause a relatively
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sharp fall in sorghum prices. As a result, feed wheat
and barley prices could also soften due to the increased
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supply of grains for the domestic feed markets.
Brazil
Source: USDA, Rabobank, 2015

Argentina
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Dairy
Market Outlook

World Dairy Prices
6,000

Global dairy commodity prices have seen some signs of life in
recent weeks but remain depressed.

However, a major recovery in global commodity markets is still a
few months away. Global supply is still relatively strong in most
key export regions; albeit production growth is now slowing.

USD/tonne FOB

Mounting concerns about dry conditions in New Zealand have been
the main catalyst for the recent improvement in commodity prices.
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Meanwhile, China—as the world’s largest importer—remains mostly
sidelined from the market as it contends with slowing local demand
growth, and a better-than-expected recovery in local milk supply.

Butter

SMP

WMP

Cheese

Source: USDA, Rabobank 2015

Key Australian dairy regions have benefitted from recent summer
rainfall. However, conditions are difficult and milk production
growth is slowing. Season-to-date (July to December) milk
production is 5.33 billion litres, which is 2.6 percent above the
same time last year.

What to watch:

• Consumption levels following the Chinese New Year
holiday period. With retail discounts currently on offer, sales

will be a leading indicator of the likely strength of the Chinese
market in 2015.

Production growth in key exporting regions:
Latest month

Last 3 months

EU

0.8% (December)

1.9%

US

3.1% (December)

3.1%

Argentina

-5.0% (November)

-3.1%

Australia

-1.6% (December)

2.6%

NZ

+3% (est. eight months to January 2015)
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Beef
Market Outlook

Eastern Young Cattle Indicator (EYCI)
460

Record prices across categories continued to hold through January
and February, although cow prices are showing a tendency to
soften, reflective of the need for follow up rains to cement any herd
rebuilding activity.
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Beef prices through March are expected to remain relatively steady.
Continued strong demand from the US will support a market that
continues to face dry conditions.
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Cattle slaughter numbers at the end of 2014 were up 10.5 percent
on 2013 at 9.2 million head. Early numbers for 2015 show
slaughter continuing above the five-year average, with higher
numbers in Victoria and NSW.
Exports have seen a slower start compared with 2014, but are still
tracking higher than the five-year average. The depreciation of the
AUD has allowed returns to Australian exporters to remain high
despite a softening of US prices.
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EYCI 2014
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Source: MLA, Rabobank 2015

What to watch:

• US beef exports to Hong Kong dropped 24 percent
YOY to the first week of February. China has taken a
stronger line on illegal imports in the lead up to the
Chinese New Year this year, and it is unclear if this
enforcement will continue.

• The possibility of establishing a live export trade with
China is gathering some attention again.
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Sheepmeat
Market Outlook

Eastern States Trade Lamb Indicator Price (ESTLI)
600

2015 sheepmeat prices started the year above the five-year
average and above January 2014 levels, but have dipped in the
early part of February counter to the normal increase through the
first three months of the year. The ESTLI was at AUc 543/kg on 12
February.
Lamb and sheep slaughter finished 2014 above the five-year
average, at 22.2 million and 10 million head, respectively.
Production was also above trend, at 486,465 tonnes for lamb and
233,992 tonnes for mutton. Early indications for 2015 show lamb
slaughter holding steady but sheep slaughter declining, particularly
in Victoria, NSW and SA where above-average rain occurred
through January.
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Sheep prices are expected to remain steady through March. Rainfall
in early 2015 should support better quality lambs, and strong US
and Middle East markets should offset reductions in demand from
China and maintain prices. A softening of Chinese demand in
mutton is likely to be offset by reduced domestic availability.
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What to watch:

• Drier conditions in New Zealand are expected to
lead to an increase in production for Q1 before

Lamb and mutton exports were down 8 percent and 11 percent,
respectively, YOY for the month of January. Both saw reductions in
exports to China, which is experiencing a reduction in economic
activity and a weaker-than-normal peak demand season associated
with Chinese New Year. The US saw increases for both lamb and
mutton exports, reflective of the more favourable exchange rates.

easing throughout the year, potentially creating greater
competition into the Chinese market.
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Sugar
Market Outlook

ICE #11 Prices
20

18
USD c/lb

Rabobank maintains a mild global deficit forecast for 2014/15 of
1.8 million tonnes. This should help to support ICE #11 prices
through the year, which following a brief rally in late January,
dipped below USc 15/lb again during early February.

Index, 100=1/1/2014
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After following Crude lower for much of December, the ICE #11 has
found support, even outpacing the gains in the Brazilian real
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Source: Bloomberg, Rabobank 2015
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• The BRL/USD rate: Sugar prices are expected to
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maintain a close correlation with the BRL, which is
forecast to ease further against the USD to 2.9 in 12
months.
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Headwinds remain for the sugar market, including a persistent low
oil price forecast, and despite the forecast deficit, the market will
be burdened by record sugar stocks.
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Some welcome rainfall has fallen in key sugar growing regions in
early 2015, improving prospects for the 2015 crush.
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Cotton
Market Outlook

Global Cotton Prices
105

After hitting a new five-year low in January 2015 of USc 57.09/lb,
the ICE#2 nearby contract has shown some improvement to close
at USc 63.8/lb at the time of writing. A steady period for cotton
futures is expected to continue.

85
USD c/lb

Upside for cotton prices continues to battle rising record stocks,
which are estimated at 109.84 million bales in the recent USDA
supply and demand release, edging ever closer to the 100 percent
stocks-to-use ratio at 98.7 percent.
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Chinese imports are tracking approximately 45 percent down YOY,
which is in line with Rabobank’s forecast of a 40 percent annual
reduction to 8.56 million bales. This is accompanied by an expected
8 percent reduction in Chinese production in 2014/15.

COTLOOKA Index

ICE #2 Futures

Source: Bloomberg, Rabobank 2015
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What to watch:
million 480lb bales

%

Global Cotton Stocks-to-use

• Strong demand for high-quality cotton grades is driving
elevated basis levels in Australia and the US.

• The US cotton balance sheet is expected to tighten
further over the coming months, providing some
support for the ICE #2.

Stocks to Use %

Source: USDA, Rabobank 2015
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Wool
Market Outlook

Australian Eastern Market Indicator
1,200

The crossbred types continue to shine, as the 28 micron index holds
above AU 800c/kg clean despite the volatility in the finer merino
types.
There is finally a little gap spreading for the premiums for finer type
wools. While the prices have been a little volatile over the month,
some decreases in the mid micron types and solid gains for finer
types have spread the premium for 17m over 21m to its widest
margin since 2013.

28 micron southern wool indicator
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The Australian wool market saw some positive improvement in
early February, pushing the EMI above AU 1,100 c/kg clean for the
first time in 12 months, and positively, there was improvement
across many types to drive up the indicator. However, momentum
has been hard to come by, as the market appears to take two steps
forward and one step back.
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Source: Bloomberg, Rabobank 2015

What to watch:

• Gong Xi Fa Cai – Chinese New Year celebrations are
kicking off as we head into the year of the sheep.
Chinese mill activity will quieten over the period, and
with high bale offerings forecast, recent demand
improvements will be tested.
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Source: Bloomberg, Rabobank 2015
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Wine

Australian wine exports increased by 1.9 percent in volume and
value terms in 2014 versus the prior year. Among Australia’s major
export markets, volume gains to Canada stood out in 2014,
however, this result was driven by increased bulk wine shipments.
Export volumes to the UK and bottled wine exports to China
stabilised over the course of the year.
The Australian wine harvest is underway, with reasonably good
growing conditions prevailing across most of the country, not
withstanding some relatively isolated adverse weather events. Allin-all, there is little evidence to indicate too radical a deviation from
the five-year average at this point in time.

Change in New Zealand wine exports to major
markets, 2014
25%
20%

Volume change

Sector Developments

20%
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11%
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0%
-1%

-5%
-10%

There appears only limited scope for average wine grape prices to
rise in 2015, assuming a vintage largely in line with last year.
Ample existing stocks and the lag-time for the AUD to feed into
earnings should moderate demand, with the possible exception of a
limited subset of premium-focused regions/variety combinations.

UK

Australia

USA

Canada

Total

Source: NZ Winegrowers, Rabobank 2015

What to watch:

• New Zealand wine exports to Australia registered a
Moves are afoot by the Winemakers’ Federation of Australia to
rescind the Wine Equalisation Tax rebate currently extended to New
Zealand wine suppliers in the Australian market. If successful, the
Australian market would become much less attractive to smaller
New Zealand wine producers.

decline in 2014, which comes as some relief to
Australian wine suppliers fighting for domestic market
share. A combination of strong demand from other
major markets, a strong NZD/AUD exchange rate and a
moderation in demand from Australian consumers
appear to be behind the trend.
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Fertiliser
Market Outlook

Global Fertiliser Prices
550

Global phosphate markets remain relatively quiet; but in March, the
buying season will begin for two large import markets—India and
Brazil. This should provide some support for global markets.

The global potash market remains mostly stable. Chinese contract
negotiations remained stalled. The conclusion of these negotiations
will provide guidance to global pricing, but may be a few more
weeks away.
While global pricing remains mostly stable for the key nutrients,
the falling AUD and NZD are putting some upward pressure on
landed prices for end-users.

500
USD/tonne

Global urea markets remain well balanced with few signs of any
major price spike likely. In 2014, China exported a record 13.6
million tonnes of urea. 2015 volumes are likely to surpass that
record.
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Source: Bloomberg, Rabobank 2015
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FX
Market Outlook

AUD/USD – 12 month price movement
110

Data released following the RBA board meeting supports their
decision to loosen policy settings. Growth in retail sales was
relatively weak in December, while the Australian labour market
continues to show signs of deterioration. In short, labour force
participation remains flat, employment growth skewed towards
part-time jobs, and the unemployment rate rose to 6.4% in
January 2015, its highest level since 2002.

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.

105
Index value
(13-Feb-2014=100)

The Reserve Bank of Australia (RBA) cut the cash rate by 25 bps to
2.25% at its meeting on 3 February 2015. While a move was
considered imminent, the minutes to the meeting suggest that it
was a close call as to whether the RBA should act in February or
March.
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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 and Freight
Market Outlook
Oil prices have rebounded somewhat in recent weeks, although
building global stockpiles look set to prevent any major price
recovery.
The Baltic Dry Index is at three-decade lows on back of a sluggish
global economy and excess supply, with little signs of a recovery in
the short term.
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Agri Price Dashboard
As of 18/02/2015

Unit

MOM

Current

Last month

Last year

Grains & oilseeds
CBOT wheat

USD c/bushel

▲

535

533

587

CBOT soybeans

USD c/bushel

▲

1,008

991

1,323

CBOT corn

USD c/bushel

▲

390

380

440

Australian ASX EC Wheat

AUD/tonne

▼

299

301

285

Australian Canola

AUD/tonne

▲

496

488

538

Eastern Young Cattle Indicator

AUD c/kg cwt

▲

443

442

289

Feeder Steer

AUD c/kg lwt

▲

248

239

172

North Island Bull 300kg

NZD c/kg cwt

▼

500

550

385

South Island Bull 300kg

NZD c/kg cwt

▼

450

500

389

Eastern States Trade Lamb Indicator

AUD c/kg cwt

▼

543

548

480

North Island Lamb 17.5kg YX

NZD c/kg cwt

▼

500

557

552

South Island Lamb 17.5kg YX

NZD c/kg cwt

▼

490

520

539

North Island Stag

NZD c/kg cwt

▼

606

640

620

South Island Stag

NZD c/kg cwt

▼

599

640

623

Butter

USD/tonne FOB

▲

3,850

3,475

4,713

Skim Milk Powder

USD/tonne FOB

▲

2,700

2,413

5,000

Whole Milk Powder

USD/tonne FOB

▼

3,200

3,475

5,125

Cheddar

USD/tonne FOB

▲

3,700

3,475

5,250

Beef markets

Sheepmeat markets

Venison markets

Dairy Markets
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Agri Price Dashboard
As of 18/02/2015

Unit

MOM

Current

Last month

Last year

Cotton markets
Cotlook A Index

USD c/lb

▲

70

67

95

ICE No.2 NY Futures (nearby contract)

USD c/lb

▲

63.8

59.49

88.37

ICE Sugar No.11

USD c/lb

▼

15.1

15.4

15.8

ICE Sugar No.11 (AUD)

AUD/tonne

▲

427

412

386

Australian Eastern Market Indicator

AUD c/kg

▲

1,087

1,054

1,098

NZ Coarse Crossbred Indicator

NZD c/kg

▲

502

472

485

NZ Fine Crossbred indicator

NZD c/kg

▲

553

518

502

Urea

USD/tonne FOB

•

375

375

315

DAP

USD/tonne FOB

▼

460

475

357

Potash

USD/tonne FOB

▲

306

287

332

Baltic Dry Index

1000=1985

▼

516

749

1,085

Brent Crude Oil

USD/bbl

▲

62

47

109

AUD

vs. USD

▼

0.782

0.822

0.903

NZD

vs. USD

▼

0.754

0.783

0.832

RBA Official Cash Rate

%

▼

2.25

2.50

2.50

NZRB Official Cash Rate

%

•

3.50

3.50

2.50

Sugar markets

Wool markets

Fertiliser

Other

Economics/currency
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