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Commodity Outlook
Sector

Driver

Grains &
Oilseeds

Recent rains across East Coast Australian cropping regions have been beneficial to crop conditions. Subsoil moisture levels have improved in many areas, and prospects of above-average production in
2015/16, with late-season follow-up rain, have increased.

Dairy

Opening prices for southern producers averaged around AUD 5.60/kgMS.

Beef

While prices are expected to remain strong with continued strong export demand, the rate of growth
eased in the second week of July.

Sheepmeat

Lamb prices continue to follow a similar trend to 2014, with prices well above the five-year average.

Sugar

Despite some improvement in the ICE #11 in July, the near-term outlook remains pressured, with high
stocks and the Brazilian harvest in full swing, seeing no shortage of sugar available in the market.

Cotton

Continued forecasts for a tightening of the world cotton balance sheet should see global prices supported
through the 2H 2015.

Wool

Despite closing 24% higher YOY at the end of the 2014/15 season, the Australian EMI has lost
momentum, with prices retreating some AUc 153/kg clean from the highs recorded in June, as the
market closed for recess.

Wine

Australian wine grape production in 2015 stays flat around the five year average level.

Fertiliser

A depreciating currency continues to put pressure on local farmgate fertiliser prices.

FX

RBA is assuming a wait-and-see stance, keeping its options open as to the future direction of the cash
rate.

Oil

The Iran nuclear deal looks likely to see sanctions lifted and Iranian oil exports resuming, keeping a lid
on global prices.
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Climate
July has seen good rainfall along the coast of Southern Australia,
through south-eastern Australia and parts of the west coast of
Western Australia.

ENSO tracker status

Severe deficiencies (lowest 10% to lowest 5% of records) remain in
areas of North Queensland and the central to western Cape York
Peninsula.
According to the Bureau of Meteorology, the 2015 El Niño is likely to
strengthen in the coming weeks, largely due to recent tropical
cyclone activity.
This means an increased chance of a drier three months over
southern parts of south-eastern Australia, but an increased chance of
a wetter three months over central and northern WA, as well as
adjacent areas over the NT border.

Australian rainfall analysis (mm)
Week ending 14 July 2015

Chance of exceeding the median rainfall
July to September 2015
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Grains & Oilseeds
Cost-competitiveness of global wheat

Market outlook

350
330

Global grains & oilseeds markets have added some risk premium
back into futures prices this month, largely due to weather
concerns across North America, in particular Canada.

310
290

Despite CBOT wheat prices being up 15% MOM, the recent rally
continues to face pressure from large global stocks, uncompetitive
US wheat export prices and very competitive Black Sea wheat
export prices. Russian- and Romanian-origin wheat has been some
USD 5/tonne to USD 10/tonne cheaper than EU wheat and USD
35/tonne cheaper than US gulf wheat.
Canadian canola crops have suffered from poor emergence this
spring, and they are now being stressed by hot and dry conditions
and a lack of significant soil moisture. Crops in Saskatchewan and
Alberta have fared worse than those in Manitoba, where
temperatures are expected to remain above normal, meaning
harvest is likely to start one to two weeks earlier than normal.
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Source: Bloomberg, Rabobank, 2015

Global wheat prices

325

Russian FOB

Weakening of Australian values relative to CBOT and global
prices

•

Domestic wheat and barley prices have been supported
throughout 2015 by strong domestic demand and relatively low

525

carry-in stocks. (See price chart on the left.) With production

450

prospects improving on recent rains, this could see increased
pressure on domestic grain prices over the next three months.

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

CBOT Dec 15 wheat contract (RHS)
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Dairy
Market outlook

World dairy prices
6,000

Australian milk production continues to wind down seasonally. YTD
(Jan-May) milk supply is up 2.8%, at 8.8bn litres. Production remains
on track for its strongest YOY growth in three seasons.

5,500
5,000
4,500

The looming El Niño event will likely put continued pressure on local
feed prices. The cost of supplementary feed remains a potential threat
to dairy farm profitability for the coming season.

4,000
USD/tonne FOB

Farmgate price signals for the 2015/16 season across the southern
region averaged around AUD 5.60/kgMS (AUc 42/litre). Forecasts for
the full-year price provide room for payment step-ups, but weak global
market conditions present clear downside risk.
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3,000
2,500
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1,500

Global dairy markets remain very weak. Given the current conditions, a
recovery phase for international prices will not occur until early 2016.
Inventories have been rebuilt across many key import regions,
meaning buyers are now well-covered. Russia trade bans have been
extended, keeping them out of the market, while China is not expected
to begin significant import programmes until early next year.

Butter

SMP

WMP

Cheese

Source: USDA, Rabobank, 2015

Production growth in key exporting regions
Latest month

Last three months

What to watch

EU

1.0% (April)

-0.7%

• Global milk supply is responding to lower farmgate prices,

US

0.6% (May)

0.7%

Australia

1.1% (May)

2.9%

NZ

12% (final for May)

7%

particularly in the Northern Hemisphere. The focus will
quickly shift to the upcoming spring peak in Oceania and the
impact low payouts will have on New Zealand milk flows.
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Beef

The EYCI continued its upward trend in late June and early July, to
sit at AUc 535/kg cwt on 9 July. Saleyard prices across all
categories followed a similar trend to the EYCI. Interestingly, over
the hooks, prices increased in the second week of July, in contrast
to the easing in the EYCI. Strong global demand and possible
domestic supply shortages suggest that prices could increase
further; however, they may temper slightly through winter, as the
market considers the upcoming season.

Eastern Young Cattle Indicator (EYCI)
550
500
450
AUc/kg cwt

Market outlook

400
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300

May saw an end to the large YOY increases for slaughter and
production, with numbers relatively stable, at 829,600 head and
228,893 tonnes, respectively. Females continue to be a large
proportion of the total slaughter, at 53% in May.
June exports remained high, with shipments up 15% YOY to
118,713 tonnes swt. Exports to the US remain strong, up 36%
YOY, to 40,807 tonnes swt in June. June exports to China increased
YOY, continuing the trend from May, which was the first time in 13
months that exports to China showed YOY growth.
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Source: MLA, Rabobank, 2015

What to watch

• Brazil trade arrangements. On 29 June, the US
announced that exports of Brazilian beef meet US animal
health requirements. This is the first step in Brazil

The Indonesian Q3 live export quota was released on 13 July. The
50,000-head quota is a shock to the industry, which was expecting
something similar to the 2014 Q3 level of 167,000. While this will
impact Northern Territory producers with cattle in the supply chain,
given such a high liquidation of cattle over the last couple of years
and other strong export markets, the effects of a reduced quota
may be mitigated to a certain extent.

gaining full access to the US, with further assessments
required on food safety before full access can be gained.

• Indonesian live cattle quotas. Following the shock Q3
announcement, the possibility remains that additional
quotas could be issued, as was the case in Q1.
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Sheepmeat
Market outlook

Eastern States Trade Lamb Indicator Price (ESTLI)

The ESTLI continues to track at similar levels to 2014, taking a bit
of a downward dip in the first week of July, to end at AUc 578/kg
on 9 July. Saleyard prices in other categories followed similar
trends, with most easing slightly in the first week of July, similar to
the pattern shown in 2014.
Lamb slaughter for May decreased 5% YOY, to 1.91m head,
although it remains 7% above the five-year average. Sheep
slaughter, on the other hand, has dropped below the five-year
average, with a 34% decrease YOY for May, to 521,600 head.

650
600
550
500
450
400
350
300

June lamb exports tracked at similar levels to 2014, with a 4% drop
YOY, to 19,692 tonnes swt. In line with reduced production, mutton
exports in June were 31% down YOY, to 8,987 tonnes swt.
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Australian sheep slaughter
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What to watch
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• Sheep slaughter numbers have now dropped
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below the five-year average, after 2013 and 2014
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being higher-than-average years, suggesting that the
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sheep flock has either reached a new equilibrium or that
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a rebuilding process is underway.
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Source: ABS, Rabobank, 2015
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Sugar
ICE #11 prices

Market outlook

450

The ICE #11’s downward trajectory continued through to the end
of June, testing new seven-year lows, reaching USc 11.12/lb and
averaging USc 11.95/lb through the month. At the time of writing,
the nearby contract picked up to move above USc 12/lb.

420
17

390
AUD/tonne

Rabobank have pushed the 2014/15 global production forecast to a
surplus of 1.8m tonnes, as production in Thailand and India rose
beyond expectations. As Centre/South Brazil moves towards the
peak of its harvest and global stocks sit at persistently-high levels,
downward pressure on nearby futures prices remains.

19

USD c/lb

The Australian sugar harvest is ramping up, with most mills now
operational and volumes progressing ahead of 2014 with over 5mt
crushed to date. While the full extent of the dry conditions in North
Queensland and Yellow Canopy Syndrome are yet to be discovered,
CCS to date appears to be in line with last year’s production.
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ICE #11 (LHS)

ICE #11 AUD (RHS)

Source: Bloomberg, Rabobank, 2015

Global sugar supply/demand balance
20
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What to watch
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• Indian monsoon. Although commencing strongly, the
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monsoon has reportedly started to track below average
in some areas. As an important indicator of El Niño, as
well as critical for the growth of cane in India, how it
progresses from here may be telling for the global sugar

Surplus/deficit (RHS)
Source: FO Licht, Rabobank, 2015

Production (LHS)

market in 2015/16.
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Cotton
Market outlook

Global cotton prices

Despite some small volatility around the unchanged USDA production
forecast, the ICE #2 futures market managed to close at USc
65.98/lb, up 2% MOM. Rabobank’s forecast remains bullish, lifting to
USc 70/lb through 2H 2015.

As Australian growers now look at planting decisions for spring,
ABARES have forecast a 7% increase in planted area in 2015/16,
assuming there is sufficient irrigation water. There are still, however,
very low dam levels in the Gwydir and Namoi valleys, so this will
largely be expected to come from central and southern Queensland,
as well as southern NSW.

75
USc/lb

The tightening of the US and world balance sheets is the major factor
fuelling the bullish view for cotton futures. Rabobank’s US production
forecast sits below the USDA number of 14.5m bales, at 14.3m bales.
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COTLOOKA Index

ICE #2 Futures

Source: Bloomberg, Rabobank, 2015

Global cotton stocks-to-use
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What to watch
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• Markets for cotton in 2015/16. Forecast imports for

25

Million bales

15

80%

10

5

60%

0
40%

-5

China have contracted to 5.75m bales, as China’s mill
Stocks / usage

20

use estimate declined 1.5m bales, to 34.5m bales.
Conversely, Vietnam’s strong growth in demand
continued, with forecast imports increased to 5m bales,
up from 4.4m bales in 2014/15.
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Wool
Market outlook

Australian Eastern Market Indicator (EMI)
1,400

The 2014/15 season closed with the Australian Eastern Market
Indicator up 24% YOY, at AUc 1,263/kg clean. The EMI did,
however, continue its slide into the recess, from the season high of
AUc 1,374/kg clean.

1,300
1,250
1,200
AUc/kg

The nine-day correction in the market stalled as the market broke
for recess on 9 July, with the EMI falling another AUc 22 in the first
two weeks of selling for 2015/16, to break at AUc 1,221/kg clean.
With the weakening of the Australian dollar, however, in USD
terms, the EMI is now AUc 65/kg cheaper than at the close of the
2014/15 season.

1,350

1,150
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1,050
1,000

Exports to China have lifted in 2014/15, with exports for the month
of May up some 56% on the same month last year. July 2014 to the
end of May volumes to China are up 10.7% on last year and are
nearing 77% of Australia’s total exports.
The top-performing types for the season remained the merino
carding and cross-bred types. The cardings indicator closed out
39% above the ten-year average, at just under AUc 1100/kg clean.

AUD/USD EMI
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Source: Bloomberg, Rabobank, 2015

What to watch

• The wool selling system review discussion paper

1,600

has been released, and the committee is consulting
1,400

with industry through July.
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Wine
Australian wine grape production

Australian wine grape production is estimated at 1.670 million tonnes
in 2015, roughly in line with the average over the past five years.
Production of shiraz (-6%), cabernet sauvignon (-7%) and merlot
(-6%) all recorded volume declines, while chardonnay rose by 8%,
and pinot noir (+44%) and pinot gris/grigio (+24%) recorded some of
the largest increases amongst the major varieties. Weighted average
wine grape prices across the country rose marginally by 5% to $463
per tonne in 2015, with prices in cool / temperate climate regions
(+0.7% YOY) faring better than those in warm inland areas (-3.7%
YOY).
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2,000
Winegrape production
('000 tonnes)

Market outlook
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Australian wine grape prices
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Weighted avg. price
(AUD per tonne)
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$1,148
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Source: WFA, Rabobank, 2015

1,000

What to watch:

750

• The wine grape market remained largely depressed in
500

$289

250

2015, however some region/variety combinations
continue to buck the general trend. Rising demand in the
domestic and international market for some premium
(typically red) wines continues to feed through into some

0

pockets, such as red wine varieties from the Barossa
Valley where shiraz (+9%), cabernet sauvignon (+7%)
Cool/temperate climate

Warm climate

and merlot (+23%) recorded solid gains in 2015.

Source: AWGA, Rabobank, 2015
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Fertiliser
Market outlook

Global fertiliser prices
550

There has been a small rally in global benchmark prices for urea in
recent weeks. In the short term, global prices are likely to remain
contained by limited demand from key import markets.

Global benchmark prices for potash remain subdued. Upcoming
contact negotiations will drive future price direction in the spot
market, but sluggish demand will likely limit any upswings.

450

USD/tonne

Global benchmark prices for phosphate remain mostly flat. Supply
disruptions in North Africa (Tunisia) could impact markets, but
cautious demand in Brazil will keep a lid on prices. Demand in
Brazil is expected to strengthen in Q3 2015.
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Urea
What to watch

DAP

Source: Bloomberg, Rabobank, 2015

• A fallout of the Greek economic woes has been a drop in
the local currency against the US dollar. Ongoing weakness
in the currency will potentially put some upwards pressure
on farmgate prices.
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FX
Market outlook

AUD/USD: 12-month price movement
1.00

Domestic economic data remains soft, although there are
encouraging signs that the low interest rate environment is
beginning to support increased investment beyond the residential
sector in stimulating business borrowing.

Bank lending to business, 2005-2015

0.95
0.90
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The Reserve Bank of Australia (RBA) elected to keep the official
cash rate on hold at 2.0% at its meeting on 7 July 2015. The
prevailing view of financial markets is that the RBA is at the bottom
of the interest rate-cutting cycle; however, in our view, it is too
soon to write off the prospect of further rate cuts from the RBA.
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What to watch

• We forecast AUD/USD falling towards 0.71 on a
12-month view. This reflects subdued domestic
economic fundamentals, soft commodity prices,

ongoing signs of slower economic growth in China and
our view that the RBA could still cut interest rates
again this year, against a backdrop of an improving
US economy and stronger US dollar.

Source: RBA, Rabobank, 2015
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Oil & Freight
Market outlook
The Iran nuclear deal looks likely to see sanctions lifted and Iranian oil exports resuming, keeping a lid on global prices.
The Baltic Dry Index reached its highest level in 12 months, but remains low by historical standards.

Baltic Dry Index

Brent Oil
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Source: Bloomberg, Rabobank, 2015
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Agri Price Dashboard
As of 15 July 2015

Unit

MOM

Current

Last month

Last year

Grains & oilseeds
CBOT wheat

USc/bushel

▲

584

489

538

CBOT soybeans

USc/bushel

▲

1,039

938

1,181

CBOT corn

USc/bushel

▲

424

348

374

Australian ASX EC Wheat

AUD/tonne

▲

331

302

281

Australian Canola

AUD/tonne

▲

558

520

491

Eastern Young Cattle Indicator

AUc/kg cwt

▲

538

487

330

Feeder Steer

AUc/kg lwt

▲

302

265

188

North Island Bull 300kg

NZc/kg cwt

▲

558

540

419

South Island Bull 300kg

NZc/kg cwt

▲

535

510

374

Eastern States Trade Lamb Indicator

AUc/kg cwt

▲

578

573

552

North Island Lamb 17.5kg YX

NZc/kg cwt

•

525

525

582

South Island Lamb 17.5kg YX

NZc/kg cwt

▲

510

480

577

North Island Stag

NZc/kg cwt

▲

660

650

613

South Island Stag

NZc/kg cwt

▲

650

628

620

Butter

USD/tonne FOB

▼

2,913

2,925

3,600

Skim Milk Powder

USD/tonne FOB

▼

1,938

2,150

3,713

Whole Milk Powder

USD/tonne FOB

▼

2,138

2,925

3,500

Cheddar

USD/tonne FOB

▲

3,225

2,925

4,475

Beef markets

Sheepmeat markets

Venison markets

Dairy markets
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Agri Price Dashboard
As of 15 July 2015

Unit

MOM

Current

Last month

Last year

Cotton markets
Cotlook A Index

USc/lb

▲

73

72

84

ICE #2 NY Futures (nearby contract)

USc/lb

▲

66.17

63.21

68.25

ICE Sugar #11

USc/lb

▲

12.6

11.5

17.2

ICE Sugar #11 (AUD)

AUD/tonne

▲

374

325

405

Australian Eastern Market Indicator

AUc/kg

▼

1,221

1,367

1,026

NZ Coarse Crossbred Indicator

NZc/kg

▼

551

554

509

NZ Fine Crossbred indicator

NZc/kg

▼

625

653

539

Urea

USD/tonne FOB

▼

305

315

320

DAP

USD/tonne FOB

▼

470

474

511

Potash

USD/tonne FOB

▲

307

305

287

Baltic Dry Index

1000=1985

▲

915

656

782

Brent Crude Oil

USD/bbl

▼

57

64

107

AUD

vs. USD

▼

0.745

0.777

0.937

NZD

vs. USD

▼

0.672

0.700

0.877

RBA Official Cash Rate

%

•

2.00

2.00

2.50

NZRB Official Cash Rate

%

•

3.25

3.25

3.25

Sugar markets

Wool markets

Fertiliser

Other

Economics/currency
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