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Commodity Outlook
Sector

Driver

Grains &
Oilseeds

The threat of an unfavourable El Niño continues to support Australian grain prices despite exports being
globally uncompetitive. Relative to global prices, domestic grains markets are expected to stay well
supported throughout 2015.

Dairy

The mechanics for a global dairy market rebound are building, but any significant price turn-around is
not expected until early 2016.

Beef

Australian slaughter and production continues at record levels, but prices are staying strong.

Sheepmeat

Strong demand for Australian lamb in the US and Middle East is compensating for a drop in Chinese
demand, helping to stabilise prices.

Sugar

The ICE #11 has continued its downward path, pushing to its lowest level since 2008. Global supply
pressures are contributing to the bearish sentiment and negatively impacting on prices.

Cotton

The ICE #2 tracked sideways over the past month, with continued pressure from high global stocks. The
medium-term price outlook is supported, with some tightening of the world balance sheet expected.

Wool

The Eastern Market Indicator (EMI) pushed to a four-year high, gaining 11 percent through the month.
While the rally corrected in mid-June, prices remain AUc 300 higher than at the beginning of the season
(July 2014).

Wine

Champagne consumption in Australia went from strength to strength in 2014.

Fertiliser

The outlook for global nutrient benchmark prices remains mostly subdued.

FX

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

Oil

Oil prices have been subdued as the market's focus has shifted back to the global oversupply of crude.
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Climate
The 2015 El Niño continues to develop. El Niño is often associated
with below-average winter and spring rainfall over eastern
Australia.

ENSO Tracker Status

ABARES has cut forecast production levels for wheat, cotton and
other agricultural commodities in 2015/16, with the anticipation of
drier weather impacting production.
The latest rainfall outlook still suggests winter is more likely to be
drier than normal in southern and inland Queensland, northern and
eastern NSW, eastern Victoria and western Tasmania. A wetterthan-normal winter is likely for the southern half of WA.

Australian Rainfall Deciles: May 2015

Rain Outlook June to August 2015
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Grains & Oilseeds
Global Wheat Production to Top 726 Million Tonnes in 2014/15

Market Outlook

750

The threat of an unfavourable El Niño continues to support
Australian grain prices, despite exports being globally
uncompetitive. Some markets have been up to AUD 30/tonne above
import parity over the past month, driven by a lack of selling and
concerns over the size of the 2015/16 winter crop. Relative to
global prices, domestic grains markets are expected to stay well
supported throughout 2015.

Source: Bloomberg, Rabobank, 2015

Weather conditions across US winter wheat, Black
drive volatility over the next month. While still early,
there might be opportunities in higher protein wheat this

CBOT Dec 15 wheat contract (RHS)
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ASX Jan 16 wheat contract (LHS)
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What to watch:

Global Wheat Prices
325

700

Million tonnes

US winter wheat production has been revised up to almost 41
million tonnes by the USDA, due to recent rains which have lifted
yield prospects across US winter wheat areas. Similarly, Russian
wheat crop expectations have been revised up slightly (1.5 million
tonnes) on favourable conditions. However, as the Russian crop is
predominantly spring wheat, it is still too early in the season for any
production certainty. Global wheat production for 2014/15 is
expected to top 726 million tonnes.

season, with concerns over the quality of the US hard red
winter wheat crop already evident.
•

30 June will see the next USDA acreage and stocks
report, which also has potential to move prices.
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Dairy
Market Outlook

World Dairy Prices
6,000

Global dairy commodity prices remain weak in an environment of excess
supply and sluggish import demand.

5,500
5,000

In the face of ongoing weakness in China and Russia, other buyers
stepped in to take most of this additional production, though buy-side
stocks are now large.

4,500

USD/tonne FOB

Dairy production in key export regions rose above year ago levels in
April, as weather improved and EU quotas were removed, enabling
producers to respond to what remained profitable prices in many
regions.

4,000
3,500
3,000
2,500
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Rabobank expects that the deterioration of market fundamentals will
push back the recovery phase for international dairy prices, at least until
early 2016.
Farmgate milk price signals for 2015/16 remain stable for southern
Australian producers. Any upside to current prices will be reliant on a
weaker Australian dollar and/or a uplift in global commodity markets.

What to watch:

• Retail dairy prices are falling in many economies in line
with lower global prices. Markets will be paying close
attention to the impact this has on consumer demand.

Butter

SMP

WMP

Cheese

Source: USDA, Rabobank, 2015

Production Growth in Key Exporting Regions:
Latest month

Last 3 months

EU

0.8% (April)

-0.8%

US

1.8% (April)

1.5%

Argentina

5.5% (April)

0.8%

Australia

2.9% (April)

4.6%

NZ

12% (est. month of May 2015)
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Beef
Market Outlook

Eastern Young Cattle Indicator (EYCI)
550.00

After dipping for the first two weeks of June, the EYCI returned to
its upward trend in mid-June to sit at 501c/kg cwt on 18 June.
Saleyard prices across all categories followed a similar trend to the
EYCI, dipping slightly in early June before rebounding.

450.00

AUD c/kg cwt

Australian slaughter and production increased in April, up 7 percent
to 733,000 head and 9 percent to 201,839 tonnes, respectively,
YOY. Females as a proportion of the total slaughter jumped from
the average of 49 percent for the first three months of 2015 to 53
percent for the month of April.

500.00

400.00
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Exports continue to soak up the additional supply, with May exports
9 percent up YOY to 117,487 tonnes swt. Exports to the US for the
first five months of 2015 are up 50 percent YOY at 185,279 tonnes
swt. If they continue at the same rate as 2014, Australia will fill the
418,000 tonne US quota in about November.

EYCI 2014

EYCI 2015

5 year average

Source: MLA, Rabobank, 2015

What to watch:

Australian Exports to US
exports tonnes swt

EYCI 2013

500000

• Brazil trade arrangements – Brazil is expecting to

400000

hear if it will obtain access into the US market in the

300000

near future.

• NZ beef production drop through winter – this may

200000

place upward pressure on US imported 90cl prices.
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Sheepmeat
Market Outlook
The ESTLI continues to track at similar levels to 2014. On 18 June
it was sitting at 573c/kg, 66c above the five-year average.
Saleyard prices tracked very close to 2014 prices for all categories
of lamb and mutton.

Eastern States Trade Lamb Indicator Price (ESTLI)
650
600
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500

After tracking higher through March and April, lamb exports for
May returned to levels similar to previous years at 19,845 tonnes
swt. Exports to China were down 35 percent YOY. However, the
Middle East and US market increased 13 percent and 20 percent
YOY to 5,933 tonnes swt and 4,421 tonnes swt, respectively.
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Lamb slaughter was high in April, up 16 percent YOY to 1.9 million
head. Similarly, April lamb production was also higher, up 20
percent YOY to 45,111 tonnes. Year-to-date (January to April) lamb
production is up 12 percent YOY at 174,901 tonnes cwt. On the
other hand, sheep slaughter for April decreased 13 percent YOY to
620,000 head and production decreased 8.5 percent YOY to 13,927
tonnes.

5 year average

Source: MLA, Rabobank, 2015

What to watch:

• While sheep slaughter and mutton exports tend to
Following reduced production, mutton exports in May were 17
percent down YOY to 10,808 tonnes swt. Notably, exports to China
were down 53 percent YOY to 1,535 tonnes swt. Exports to China
for the year (January to May) were down 50 percent to 14,154
tonnes swt.

decrease through May and June, the normal seasonal
increase in production in August will require strong
demand from other export markets if China
continues to reduce imports of Australian product.
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Sugar
Market Outlook

ICE #11 prices
450

Rain delays have stalled the early stages of the Australian cane
crush. Despite the delays, the rain has been largely welcomed due to
recent dry conditions across much of central and north Queensland.

19
420
17

Rabobank has revised the Q3 2015 ICE #11 forecast lower to
USc11.3c/lb. The latest dip is occurring as destinations are sought
for the July delivery. While cane production in centre-south Brazil
in comparison to 2014 is up 5.5% season to date, Brazilian sugar
expectations for the season remain flat, nearing 32mt, as the sugar
to ethanol mix is expected to decline to its lowest level since
2008/09, to 42.4%.
Effects of an El Niño have not yet impacted the Indian monsoon to
date which appears to progressing well, limiting scope for a
contraction in plantings.

Forecast Australian Sugar Production 2015
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ICE #11

AUD/tonne

15

ICE #11 (AUD)

Source: Bloomberg, Rabobank, 2015

What to watch:

• The Australian government is due to release the

12

million tonnes

390

USD c/lb

The ICE #11 has come under further pressure over the last month,
averaging USc 12.06/lb and closing at USc 11.31/lb at the time of
writing. This marks the lowest point since 2008.

senate inquiry into marketing in the sugar

10

industry towards the end of June.
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Cotton
Market Outlook

Global Cotton Prices

The Australian cotton harvest is all but complete for 2015, with positive
reports on yields boosting sentiment. Exports have been considerably
lower YOY, in line with reduced production. Year-to-date shipments (July
to June) have seen a strong increase in shipments to Vietnam and
Indonesia, each representing 10 percent of Australian exports.

The USDA June WASDE report provided few surprises, but Rabobank’s
view is there will be continued tightening of US and world balance sheets
into 2015/16, supporting new crop futures. The US production forecast
remains at 14.7 million bales, and the USDA has revised China’s import
target higher by 300,000 bales, in line with our long-held expectation of 8
million bales.

Global Cotton Stocks-to-use
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ICE #2 Futures

Source: Bloomberg, Rabobank, 2015

What to watch:

• Rainfall in Australia. The recent rain has certainly
been welcomed across Eastern Australia, particularly in

cropping regions. While dam levels, particularly in
%

million bales

120

95

USc/lb

The ICE #2 has traded sideways for much of the last month, closing at
USc 64.35/lb at the time of writing, just below the 12-month average of
USc 64.78/lb. Australian basis has weakened from its highs earlier in
2015 but still remains historically high and vulnerable to lifts in
production forecasts for the 2016 crop.

105

Northern NSW remain low (Keepit at 4 percent, Copeton
at 17 percent), increases in Australian production
forecasts for 2016 have the potential to erode the high
Australian basis held through 2015.

Stock to Use % (PERCENT)
Source: USDA, Rabobank, 2015

Ending Stocks 1000 480 lb. Bales

Agribusiness Monthly June 2015 – Australia

9

Wool
Market Outlook

Australian Eastern Market Indicator
1,400

On the back of last month’s gains, the EMI continued its ascent to a
high of AUc 1,374/kg clean in early June, 11 percent higher MOM
and a four-year high. The indicator has lifted 35 percent since the
beginning of the season, up some AUc 300/kg. The last couple of
weeks have seen some correction to this rally as the season draws
to a close.

Merino fleece wools have lifted with the market. However, there
have been stronger gains in the mid-micron (19.5 to 24) types,
with 23 micron wool also at record highs.
Australian Exports recorded to April 2015 show a 6 percent increase
in volume to China. Australian exports to India have slowed, with a
10 percent decline in volumes season to date compared with last
season.

AUD/USD EMI
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Source: Bloomberg, Rabobank, 2015

What to watch:

• The sustained heat in parts of the wool market,

1600

such as the merino cardings and crossbred types,

1400

has reputedly been driven by some strong pull through

1200

demand into specific product segments. While there is

1000

potential for continued strength on the back of this
demand and historical trading performance, holding and

800
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1,300
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The merino carding and crossbred markets remain at record highs,
with demand failing to slow for these bulkier types feeding into the
woollen processing system. Cardings indicators are pushing AUc
1,100/kg clean, some 47 percent above the five-year average.

1,350

improving the record levels will become tougher when
May/2011

May/2012

May/2013

May/2014

Australian Eastern Market Indicator
Australian Eastern Market Indicator (USD)
Source: Bloomberg, Rabobank, 2015

May/2015

Northern Hemisphere winter orders are complete.
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Wine
Market Outlook

Largest Export Markets for Champagne, 2014

Volumes of Champagne consumed in Australia have more than
doubled over the past five years following the global economic crisis.
Difficult trading conditions for Champagne producers in the French
market as well as in other key export markets, such as the UK, US and
many parts of the EU, have motivated Champagne producers to look
elsewhere for growth opportunities.
Added focus on the Australian market by suppliers, in addition to the
impact of the high Australian dollar in significantly reducing the price
of Champagne in recent years, has spurred on consumption.
Australian premium sparkling wine producers have in turn faced
significant pressure to discount their own products to remain
competitive in the market, or suffer a significant fall in demand.
Unfortunately for Australian premium sparkling wine producers, the
Australian dollar has not depreciated against the euro to anywhere
near the same extent as it has against the US dollar. What’s more,
there are a growing number of smaller, second-tier Champagne
producers now beginning to enter into the Australian market who
typically price at a discount to the Grandes Marques, ensuring that
Australian consumers will have little trouble whetting their appetite for
affordable Champagne into the future.

Volume (million bottles)

35

Australian consumers continue to display a growing appetite for
Champagne. In 2014, Australia rose to become the sixth-largest
market for Champagne outside of France, consuming over 6.5 million
bottles, an 8.3 percent increase on the prior year.
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Source: CIVC, Rabobank, 2015

What to watch:

• Champagne has found great success of late in the
Australian market, but not so much in other larger export
markets. Prosecco has become the flavour of the day in
markets such as the UK and the US, stealing significant

market share from under the noses of Champagne
suppliers. Prosecco is also growing strongly in
Australia, but it remains to be seen to what extent it can
undermine Australians’ love affair with Champagne.
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Fertiliser
Market Outlook

Global Fertiliser Prices
550

Global urea markets remain subdued, with minimal upside to
prices likely. High global inventories are the main reason.

500

450

Weak demand across key import markets is sluggish. This will
likely keep global benchmark prices in check.

The conclusion of contract negotiations in India and China mean
the world market price is now mostly settled for the time being.
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Source: Bloomberg, Rabobank, 2015

What to watch:

• Indian demand is subdued as buyers wait for direction of
their currency and for monsoon rains.

• Brazilian demand is also subdued as inventories are high.
An increase in buying activity across India and Brazil
will impact global markets.

• With subdued global prices, movements in currency will
drive the price for local buyers.
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FX
Market Outlook

AUD/USD: 12-month Price Movement

The Reserve Bank of Australia (RBA) elected to keep the official
cash rate on hold at 2.0 percent at its meeting on 2 June 2015.
The prevailing view of financial markets is that the RBA is at the
bottom of the interest rate cutting cycle. However, it is too soon to
write-off rate cut risk from the RBA in our view.

The hiatus in the fall of the Australian dollar versus the US dollar
remains of concern to the RBA, not to mention the lack of
depreciation against other major currencies. Together with the
slow down in business investment, this seems reason enough for
them to keep all policy options on the table given the benign
outlook for employment growth, wage growth and inflation in the
domestic economy.
The recent reversal in the fortunes of the US dollar are believed to
be relatively short-lived. The mood in financial markets around the
exact timing of the anticipated move by the US Federal Reserve to
raise interest rates remains fickle. This is likely to continue to
translate into heightened volatility in currency markets until such
time as more confidence can be gained in the strength of US
economic data.
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What to watch:

• We forecast AUD/USD falling towards 0.72 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.
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Oil & Freight
Market Outlook
Global oil prices have been subdued as the market's focus has shifted back to the global oversupply of crude.
Global freight rates continue to be dragged lower by slowing Chinese economic growth.
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Source: Bloomberg, Rabobank, 2015
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Agri Price Dashboard
As of 22/06/2015

Unit

MOM

Current

Last month

Last year

Grains & oilseeds
CBOT wheat

USc/bushel

▼

488

513

585

CBOT soybeans

USc/bushel

▲

978

941

1,416

CBOT corn

USc/bushel

▼

358

360

453

Australian ASX EC Wheat

AUD/tonne

▲

300

293

297

Australian Canola

AUD/tonne

▲

525

493

486

Eastern Young Cattle Indicator

AUc/kg cwt

▲

501

489

332

Feeder Steer

AUc/kg lwt

▼

260

266

182

North Island Bull 300kg

NZc/kg cwt

▲

540

535

419

South Island Bull 300kg

NZc/kg cwt

•

510

510

374

Eastern States Trade Lamb Indicator

AUc/kg cwt

▼

573

575

577

North Island Lamb 17.5kg YX

NZc/kg cwt

•

525

525

588

South Island Lamb 17.5kg YX

NZc/kg cwt

▼

480

490

573

North Island Stag

NZc/kg cwt

▲

650

645

613

South Island Stag

NZc/kg cwt

▲

628

625

620

Butter

USD/tonne FOB

▼

2,925

3,263

3,875

Skim Milk Powder

USD/tonne FOB

▼

2,150

2,250

3,838

Whole Milk Powder

USD/tonne FOB

▼

2,288

3,263

3,925

Cheddar

USD/tonne FOB

▲

3,450

3,263

4,650

Beef markets

Sheepmeat markets

Venison markets

Dairy Markets
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Agri Price Dashboard
As of 22/06/2015

Unit

MOM

Current

Last month

Last year

Cotton markets
Cotlook A Index

USc/lb

▼

72

72

91

ICE No.2 NY Futures (nearby contract)

USc/lb

▼

64.08

64.15

88.16

ICE Sugar No.11

USc/lb

▼

11.3

12.6

17.9

ICE Sugar No.11 (AUD)

AUD/tonne

▼

318

352

421

Australian Eastern Market Indicator

AUc/kg

▲

1,320

1,240

1,021

NZ Coarse Crossbred Indicator

NZc/kg

▲

554

543

530

NZ Fine Crossbred indicator

NZc/kg

▲

653

619

563

Urea

USD/tonne FOB

▲

315

300

320

DAP

USD/tonne FOB

▲

474

472

455

Potash

USD/tonne FOB

▲

307

305

287

Baltic Dry Index

1000=1985

▲

773

606

904

Brent Crude Oil

USD/bbl

▼

64

65

115

AUD

vs. USD

▼

0.780

0.788

0.939

NZD

vs. USD

▼

0.693

0.731

0.870

RBA Official Cash Rate

%

•

2.00

2.00

2.50

NZRB Official Cash Rate

%

▼

3.25

3.50

3.25

Sugar markets

Wool markets

Fertiliser

Other

Economics/currency
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