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Commodity Outlook
Sector

Driver

Grains &
Oilseeds

Australian grains prices are expected to remain well-supported through 2015, as low carry in stocks—
along with strong demand for feed grains—continues.

Dairy

Global dairy commodity prices continued to ease into May, with prices down 10% over the past month,
as buyers felt no urgency to return to the market. Prices are now 20% to 40% below the same time last
year.

Beef

The EYCI continues to set new records, despite high slaughter numbers continuing.

Sheepmeat

Strong lamb exports to the US and the Middle East are offsetting a drop in Chinese demand and helping
maintain strong lamb prices.

Sugar

Bearish factors continue to restrict any major gains for the ICE #11. Currency, stocks and production
upgrades all continue to pressure the global price.

Cotton

The ICE #2 reached its highest level YTD, at USc 68.12/lb during the month. Rabobank expects global
cotton prices to show further modest improvement through 2015.

Wool

The EMI has strengthened some 6% through the past month, to Auc 1,240/kg clean, its highest level
since 2012. A 15% increase in US dollar terms over the month—and continued strong bale offerings may
find resistance in the market.

Wine

A second consecutive global wine surplus is estimated in 2014, albeit a smaller one than in 2013.

Fertilizer

Global urea prices remain below year-ago levels, despite rebounding somewhat in late April and early
May.

FX

The RBA cut the cash rate again in May, while the recent reversal in the US dollar appears short-lived.

Oil

Oil prices rallied in April and early May, despite persistently high global supply and continued stock
builds.
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Climate
The Bureau of Meteorology has raised the ENSO tracker to El Niño
status. El Niño is often associated with below-average winter and
spring rainfall over eastern Australia, along with above-average
daytime temperatures over the southern half of the country.

ENSO Tracker status

Despite the El Niño alert, the current May-to-July outlook is for
wetter-than-average conditions across Australia. El Niño is expected
to become the dominant influence on the Australian climate during
the second half of the year.
April rainfall was above-average for large parts of NSW, SA and WA.
Much of Tasmania, Queensland and the NT saw below-average
rainfall.

Australian rainfall deciles: April 2015

Chance of exceeding median rainfall: May-July 2015
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Grains & Oilseeds
Global wheat balance sheet to tighten in 2015/16
750

Increasing global stocks for corn, soybeans and wheat throughout
the 2014/15 season continue to weigh heavily on markets. But
expectations of YOY production declines for wheat in the EU and the
Black Sea region for 2015/16 are expected to lend support to prices
in 2H 2015. CBOT Wheat prices are expected to average 540
USc/bu throughout Q4 2015, 5% higher than current market
values.
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Australian grains & oilseeds prices are expected to remain wellsupported through 2015, as low carry in stocks—along with strong
demand for feed grains—continues. Heightened concerns of the
impact of El Niño conditions on the 2015/16 crop, as well as very
limited forward selling of the 2015/16 winter crop, have resulted in
local prices well above international values.
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• The ENSO Tracker has been raised from ALERT to EL
NIÑO status, the highest level possible. Sea surface

525

temperatures are above-normal, the western Pacific trade

450

winds have been persistently weak, and the Southern

Oscillation Index (SOI) continues to be negative.
ASX Jan 16 wheat contract (LHS)
Source: Bloomberg, Rabobank, 2015

CBOT Dec 15 wheat contract (RHS)
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Market outlook

Dairy
Market outlook

World dairy prices

Global dairy commodity prices continued to ease into May, with prices
down 10% over the past month, as buyers felt no urgency to return to
the market. Prices are now 20% to 40% below the same time last year.

Milk production continues at robust levels in most parts of the world. EU
countries such as Ireland and the Netherlands are now significantly
increasing production YOY, unshackled by production quotas.
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Buyers are typically well-stocked or holding off from purchasing further
supplies, as market fundamentals indicate that price tightening is likely
to be some way off.
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Lower prices and improved economic conditions have stimulated
demand growth in some key markets. US cheese and butter demand
growth has moved higher through April, amid firmed dairy fat prices in
that market.

Butter
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WMP

Cheese

Source: USDA, Rabobank, 2015

Murray Goulburn provided early guidance for the 2015/16 milk price, at
AUD 6.05/kgMS (approx. AUc 46/litre). The cooperative also obtained
strong approval for its capital restructure proposal in early May.

What to watch:

• The spring milk production flush is arriving in the EU,
and milk flows are starting to rise in a post-quota removal
marketplace. The strength of domestic EU demand will
determine how much of this milk flows onto an already-weak
global market.

Production growth in key exporting regions:
Latest month

Last 3 months

EU

-1.7% (March)

-1.2%

US

1.7% (April)

1.6%

Argentina

-1.85% (March)

-2.6%

Australia

2.9% (April)

4.6%

NZ

+2.5% (est. 11 months to April 2015)
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Beef
Market outlook

Eastern Young Cattle Indicator (EYCI)
500.00

The EYCI defied the normal trend of declining through April and
continued to rise, breaking all records, to sit at AUc 487/kg cwt on
19 May, about AUc 150 higher than the same time last year.

450.00

Cattle slaughter numbers continue to increase YOY. March figures
show slaughter numbers and production up 6% and 9%,
respectively, YOY. The average carcass weight in March (282 kg) is
returning to pre-drought levels (290 kg in 2012), after dipping to
277 kg and 275 kg in 2013 and 2014, respectively.
April exports were again strong, up 16% YOY, to 113,431 tonnes
swt, with strong growth in the US market continuing. South Korea,
the fourth-largest market at 13,525 tonnes swt in April, also saw
growth for the month up 12% YOY and up 32% on the five-year
average for April.

AUD c/kg cwt

400.00

Saleyard prices across all categories continued to rise. Trade, Jap
Ox and feeder steer categories have all increased (by between 11%
to 23%) since the beginning of April. Cow prices have increased
8% since the beginning of April.
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Source: MLA, Rabobank, 2015

What to watch:

• Brazil trade arrangements: news that Brazil has
regained access to China appears to be official. It
is not expected to have a major impact on Australian
exports to China.

• The final US appeal against the WTO ruling on
country of origin labelling was lost, opening the
way for Canada and Mexico to take retaliatory action.
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Sheepmeat
Market outlook

Lamb slaughter for March dropped from February numbers and is
1.6% lower than 2014 figures, at 1.7m head. Sheep slaughter
numbers for March (at 796,000 head) are down 17% on 2014
numbers, but still above the five-year average. The drop in sheep
slaughter has been most pronounced in Victoria, where slaughter
numbers are 25% down YOY for March.
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The ESTLI picked up through April and May to sit at levels similar to
2014. On 14 May, it was sitting at AUc 575/kg, AUc 70 above the
five-year average. Saleyard prices for all lamb categories picked up
and are running close to 2014 prices. Mutton prices dropped from a
high in late April, but they remain in line with 2014 prices. In all
categories, prices are running close to AUc 100 above the five-year
average.

Eastern States Trade Lamb Indicator Price (ESTLI)

450
400
350
300

ESTLI 2013

ESTLI 2014

ESTLI 2015

5 year average

Source: MLA, Rabobank 2015

Lamb exports remain 12% higher YOY, at 19,860 tonnes swt for
April. A 13% decrease in exports to China (393 tonnes decrease
YOY) has been offset by a 36% increase in the US (1,117 tonnes
increase YOY) and a 17% increase in the Middle East (857 tonnes
increase YOY), which continues to be a strong market. Mutton
exports have declined 17% YOY, to 12,253 tonnes for April, with
drops seen across most markets.

What to watch:

• Sheepmeat production historically declines through the
middle of the year. Given large slaughter numbers
for 2013 and 2014, this normal decline might be
exaggerated this year by tighter supply. Moves by
some processors to scale back operating capacity
recently could reflect their expectations of lower supply
availability.
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Sugar
ICE #11 prices

Market outlook

450
19

The 2015 Australian sugar harvest has commenced, with an
anticipated crush of 33.75 tonnes of cane. If realised, this would be
the largest crush since 2007, when Australia crushed in excess of 34
tonnes.

420

The ICE #11 averaged just over USc 13/lb over the last month.
While there has been an upward trend in place since March, bearish
factors restricted any major gains. Currency, stocks and global
production upgrades all continue to pressure the global price.
Rabobank’s forecast through 2015 sees prices remaining subdued,
at an average USc 12.6/lb in Q4 2015. This reflects the strongerthan-anticipated production numbers in India and Brazil, as the
deficit for 2014/15 has been revised to surplus, and production
estimates for 2015/16 continue to increase.
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Source: Bloomberg, Rabobank, 2015

Local currency returns – Australia and Brazil
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• Monsoon is due to begin in India shortly, as is the
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wet season in Thailand. During an El Niño event, these
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BRL Sugar (RHS)
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What to watch:

tend to be weaker, which if realised, may see some
reductions in cane production for the 2015/16 season.
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Cotton
Market outlook

Global cotton prices

The Australian harvest has had some rain interruptions through the
past month, but quality and yield continue to lift expectations for
production to be comfortably above 2m bales. Although Australian basis
is reported to have retreated as the new crop comes off and the dollar
strengthened, cash prices still hover around the AUD 500/bale mark.

The heavy cotton stocks that have been weighing on the market are
showing some signs of contraction, with the USDA WASDE forecasting
a combined reduction in production and increased consumption in
2015/16. Rabobank’s forecast has global production down 7% YOY, to
110.3m bales and consumption up 4.7% YOY, to 117m bales, which
would draw down the stocks-to-use ratio to around 88%.
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100
90
80
70
60
50
40
30
20

100
80
60

%

million bales

120

40
20
0

Stock to Use % (PERCENT)
Source: USDA, Rabobank, 2015
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The ICE #2 reached its highest level YTD, at USc 68.12/lb during the
month. They then retreated to close, at the time of writing, closer to
USc 65/lb, just under the 12-month average of USc 66.27/lb.
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ICE #2 Futures

Source: Bloomberg, Rabobank, 2015

What to watch:

• Production forecasts in Australia. With strong yields
being recorded across the reduced planting this year,
some upward revisions on Australian production are
likely.

Ending Stocks 1000 480 lb. Bales
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Wool
Market outlook

Australian Eastern Market Indicator
1,300

The EMI has strengthened some 6% through the past month. This
has propelled the indicator to AUc 1,240/kg clean, its highest level
since 2012.
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The EMI in US dollar terms, which had been trending downwards
since 2013, showed significant improvement. Despite a slight
correction in the market in mid-May, it still increased 15% MOM,
from USc 849/kg to USc 978/kg. This lift may provide some
resistance to price improvements as we approach the recess, with
just five weeks of selling left.
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A month of records were being pushed as pass in rates fell to 1.1%.
This is as bale offerings exceed seasonal expectations, up 7% YOY
to date, indicating strong buyer demand.
This month the market saw gains across all types. Merino cardings
and crossbred types have continued their rise, remaining at record
highs.

2013/14

2014/15

Source: Bloomberg, Rabobank, 2015

What to watch:

AUD/USD EMI

• Trade and processor sentiment following the
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• The Wool Selling Systems Review is due to release
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its discussion paper in June. The review has received
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submissions from all areas of the industry and is
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addressing the process from farmgate to port in

Australia.
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Source: Bloomberg, Rabobank, 2015
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Wine

The strongest growth in bottled wine export volumes at higher price
points (i.e. > AUD 7.50 FOB/litre) came from Asia—most notably
China/Hong Kong, but also Singapore and Malaysia. Of the other
major destinations for premium bottled wine exports, Canada and the
UK also saw growth, while shipments to the US market fell back.
An estimate of the global wine supply-and-demand balance in 2014
was recently released by the International Organisation of Vine and
Wine (OIV). Constructed at a very high level, the data still provides
valuable background to global industry dynamics and the broader
competitive landscape at a time when surplus supply exists in the
global market.
All in all, a second consecutive surplus was recorded in 2014, albeit a
smaller surplus than in the preceding year. Global wine consumption is
estimated to have fallen modestly by 1%, while global wine supply is
estimated to have fallen by nearly 5%. The countries largely behind
the fall in supply were Italy (-17%), Spain (-6%) and Chile (-18%).
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Australian wine export volumes increased by 3.6%, to 711m litres in
the year to March 2015, rising to their highest level since early 2013.
Annual bottled wine export volumes remained flat on the whole, while
bulk wine export volumes grew by 6% over the course of the past 12
months.

Global wine supply/demand, 2004-2014

volume (million hl)

Market outlook

Industrial Use (RHS)

Source: OIV, Rabobank, 2015

What to watch:

• After two consecutive surpluses in the global wine
market, Australian wine producers will be looking
intently at the size of the global harvest in 2015. At
this stage, hopes for a lighter harvest have been buoyed,
with early indications of a smaller crop in aggregate from
the Southern Hemisphere and only Chile recording a
significant increase, albeit from a short crop in 2014.
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Fertilizer
Market outlook

Global fertiliser prices
550

Global urea prices remain below year-ago levels, despite
rebounding somewhat in late April and early May.

500
450

Global potash benchmark prices remain stable. The potash
market looks set for firming prices towards the end of Q2,
as demand from India and China will likely push prices
higher.

400
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India recently announced changes to their urea subsidy
policy, with the focus shifting to replacing urea imports with
higher domestic production.
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Phosphate prices remain largely steady and are similar to
year-ago levels.

Urea

DAP

Source: Bloomberg, Rabobank, 2015

What to watch:

• Brazilian farmers appear to be delaying fertilizer purchases
as a result of currency rate fluctuations. How much the
currency continues to fluctuate and how quickly they enter
the market will impact fertilizer prices.

• Attention is on the Indian monsoon, as it will impact
demand levels for fertilizer.
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FX
Market outlook

AUD/USD: 12-month price movement

The Reserve Bank of Australia (RBA) lowered the official
cash rate by 25bps, to 2.00%, at its meeting on 5 May, the
second cut in four months. The prevailing view of financial
markets is that the RBA is at the bottom of the interest
rate-cutting cycle, but it is too soon to write off rate-cut risk
from the RBA in our view.
We doubt if the moderate rise in Australia’s effective
exchange rate this year will be welcomed by the central
bank. In view of the loss of bullish US dollar momentum,
there is arguably even more reason for the RBA to reassert
a dovish position in the coming weeks. Counter to the
prevailing market consensus, we see risk that the RBA could
squeeze in a further rate cut this year.
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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Source: RBA, Rabobank, 2015

What to watch:

• We forecast AUD/USD falling towards 0.70 on a
12-month view. This reflects weak 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

Oil prices rallied through April and early May, despite persistently high global supply and continued stock builds.
Interestingly, US shale oil production showed its first sign of slowing in response to the softer pricing environment,
although OPEC production lifted.
The Baltic Dry Index remains at near-record low levels, despite lifting slightly through the early stages of May.
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Source: Bloomberg, Rabobank, 2015
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Agri Price Dashboard
As of 21/05/2015

Unit

MOM

Current

Last month

Last year

Grains & Oilseeds
CBOT Wheat

USc/bu

▲

513

499

671

CBOT Soybeans

USc/bu

▼

941

978

1,470

CBOT Corn

USc/bu

▼

360

378

474

Australian ASX EC Wheat

AUD/tonne

▲

293

291

318

Australian Canola

AUD/tonne

▲

493

490

504

Eastern Young Cattle Indicator

AUc/kg cwt

▲

489

440

329

Feeder Steer

AUc/kg lwt

▲

266

242

182

North Island Bull 300kg

NZc/kg cwt

▼

535

555

403

South Island Bull 300kg

NZc/kg cwt

▲

510

495

364

Eastern States Trade Lamb Indicator

AUc/kg cwt

▲

543

516

572

North Island Lamb 17.5kg YX

NZc/kg cwt

▲

525

515

566

South Island Lamb 17.5kg YX

NZc/kg cwt

▼

490

505

550

North Island Stag

NZc/kg cwt

▲

645

635

613

South Island Stag

NZc/kg cwt

▲

625

623

620

Butter

USD/tonne FOB

▼

3,263

3,350

3,925

Skim Milk Powder

USD/tonne FOB

▼

2,250

2,425

3,938

Whole Milk Powder

USD/tonne FOB

▼

2,450

3,350

4,113

Cheddar

USD/tonne FOB

▲

3,500

3,350

4,600

Beef markets

Sheepmeat markets

Venison markets

Dairy markets
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Agri Price Dashboard
As of 21/05/2015

Unit

MOM

Current

Last month

Last year

Cotton markets
Cotlook A Index

USc/lb

▲

73

70

92

ICE #2 NY Futures (nearby contract)

USc/lb

▲

64.15

63.04

89

ICE Sugar #11

USc/lb

▼

12.6

12.7

17.6

ICE Sugar #11 (AUD)

AUD/tonne

▼

352

362

419

Australian Eastern Market Indicator

AUc/kg

▲

1,240

1,130

1,020

NZ Coarse Crossbred Indicator

NZc/kg

▲

559

503

514

NZ Fine Crossbred indicator

NZc/kg

▲

631

570

542

Urea

USD/tonne FOB

▲

300

275

315

DAP

USD/tonne FOB

▲

472

463

441

Potash

USD/tonne FOB

▲

307

305

287

Baltic Dry Index

1000=1985

▲

606

598

1,010

Brent Crude Oil

USD/bbl

▲

65

63

110

AUD

vs. USD

▲

0.788

0.773

0.924

NZD

vs. USD

▼

0.731

0.766

0.857

RBA Official Cash Rate

%

▼

2.00

2.25

2.50

NZRB Official Cash Rate

%

•

3.50

3.50

3.00

Sugar markets

Wool markets

Fertiliser

Other

Economics/currency
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