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Pressure on global wheat prices remains, with global cash prices remaining at subdued levels. This is despite a
recent bounce in CBOT Wheat prices, which have followed soybeans and corn higher in recent weeks.
Farmgate margins remain under pressure, and recent milk price adjustments add further pressure.
A combination of a slower US market and poor autumn rains has taken some of the heat out of the cattle
market. Without good autumn rains, a further softening in prices could be expected as we head into winter.
Lamb prices have started to trend upwards, in line with the recent seasonal pattern.

Sugar

Global sugar markets have been volatile through the last month, as funds, currency and fundamentals battle to
control the market.

Cotton

The ICE #2 Cotton price lifted in April and edged back over USc 60/lb for the first time since mid-February. The
strong Australian dollar, however, has not helped local cash prices, which remain sub-AUD 450/bale.

Wool

The Australian Eastern Market Indicator, although pushed to a high of AUc 1,270/kg clean during the month, has
retreated to AUc 1,241/kg, up AUc 16 from month-ago levels.

Wine

Wine imports continue to appeal to Australian wine consumers and fuel competition in a crowded market.

Fertiliser

Despite a recent bounce in prices, Rabobank still believes the outlook for ongoing weakness across the global
fertiliser complex, mostly due to below-trend demand.

FX

We forecast AUD/USD falling towards 0.69 on a 12-month view. Central to this view, Rabobank is sticking to its call
of two US rate hikes in 2016, most likely in June and December.

Oil

Evidence of accelerating declines in US output contributed to a rally in crude oil prices, to their highest level in
four months in mid-April. Despite the increase, volatility remains in the market.
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March 2016 was the hottest on record for Australia,
with the national mean temperature 1.70°C above
the historical average. Good rainfall was seen in
WA and SA, while the East Coast saw average to
below-average rainfall.
According to the Bureau of Meteorology, aboveaverage rainfall is likely for parts of Southern
Australia, but it’s drier-than-average in the tropical
north for the April-to-June period.
El Niño continues its slow, but steady decline.
International climate models suggest El Niño will
continue to weaken during the southern autumn,
returning to neutral levels by the middle of the year.
Interestingly, there is an increasing likelihood that
we will see a La Niña event in late 2016.

What to watch
•

Likelihood of La Niña developing in late 2016. The Australian BOM has indicated that the likelihood of La Niña occurring in 2016 has increased
to around 50%. Consequently, the ENSO Outlook status has been moved to La Niña WATCH.

•

Significant La Niña events historically tend to be linked to increased levels of volatility on agricultural markets. La Niña is often (although not
always) associated with above-average winter and spring rainfall over eastern, central and northern parts of Australia. Outside of Australia, a La
Niña event can cause dry and warm temperatures in the US and parts of South America, impacting corn and soybean crops.

Climate
Southern Oscillation Index,
Jan 2014-Apr 2016
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Market Outlook
Favourable weather conditions in the northern hemisphere are leading to expectations of
another large wheat crop in the EU and the Black Sea Region, with the USDA forecasting
increased production across both regions. The US wheat crop—although estimated to be
smaller in acreage than previous years—is reportedly in good condition and has recently
benefited from good soaking rains.
Consequently, pressure remains on global cash wheat prices. French and Black Sea wheat is
currently being offered at USD 178/tonne to USD 182/tonne FOB, while US Gulf SRW wheat is at
USD 200/tonne. In contrast, Australian wheat is currently trading at around USD 215/tonne FOB,
illustrating the competitive pressures that remain for Australian wheat. This is despite a recent
bounce in CBOT Wheat prices, which have followed soybeans and corn higher.
Recent changes to Chinese government policy remain particularly relevant to the Australian
feed grain complex. The Chinese government officially announced that it will end the state corn
procurement program for the 2016/17 crop, with the corn price now being set by the market.
The state procurement price was previously set at CNY 2,200/tonne, while the market is now
pricing January 2017 corn at CNY 1,441/tonne. This will cause the price gap between domestic
corn and imported feed grains to close, and it will decrease the incentive for Chinese buyers to
import feed grains, including Australian sorghum and barley.

Grains &
Oilseeds

What to watch
•

•

South American weather. Concerns abound about the state of the Brazilian safrinha corn
crop (dry conditions) and the pace of harvest of Argentine soybeans (too wet). Any further
deterioration in weather conditions will positively impact soybean and corn prices, with
potential pull-through to wheat.
Indian import demand. Poor weather in India looks set to negatively impact domestic
wheat production, leading to an increased likelihood of the need for imports in 2016.

Wheat Price Rebounds Slightly, Remains Low
Global wheat prices, Apr 2015-Apr 2016

Canola price, Nov 2014-Apr 2016
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Market Outlook
Australian milk production was down 1.5% in February, meaning season-to-date
production is 0.7% behind 2014/15. However, adjusted for the additional leap year
day in 2016 , the fall in February was actually 5% on the same period last year.
The El Niño remains at weak to moderate levels with an increasingly likelihood of a La
Niña, which has the potential to lead to above-average winter/spring rainfall. Most
dairying regions in Australia are in desperate need of a good autumn break to set up
the season.
Global commodity markets remain at depressed levels. Given the extent of the
weakness, with a cautious expectation of a recovery in the coming year, farmers are
preparing for conservative farmgate milk price signals for 2016/17.
Following growth of more than 2% in 2016 (up 3.2% from April, when quotas were
abolished), the EU post-quota surge in milk production has continued into 2016, with
January volumes up 4.4%.

What to watch

Dairy

•

EU milk flows remain the biggest watch in global markets, one year on from milk quota
removal. Further falls in farmgate prices have pushed them near or below cash costs for
most EU farmers.

•

Intervention stocks continue to build rapidly in Europe. The regular ceiling has been
reached and is likely to be extended to help handle seasonal milk flow peaks.

Dairy
Global dairy prices, Mar 2012-Apr 2016
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Market Outlook
A combination of a slower US market and poor autumn rains has taken some of the
heat out of the cattle market. On 14 April, the EYCI was at AUc 555.25/kg cwt, down
6% on the March average price. Cow prices were more heavily affected, with national
saleyard prices for medium cows dropping to AUc 194.5/kg lwt, 11.5% down on the
March average. US import prices are showing some signs of improving, despite still
sitting below USD 2/lb. Without good autumn rains across cattle regions in Australia, a
further softening of prices could be expected as we head into winter.
Slaughter numbers continue to be down on the five-year average, reflecting the
shortage in supply. February numbers of 648,000 head were down 16% YOY. Calf
slaughter, in particular, was down 37% YOY.
While exports were down 22% YOY for the month of March, at 96,967 tonnes swt, they
remained close to the five-year average. Exports to the US, China and South Korea were
all above the five-year average. The South Korean market was particularly strong, with
March exports up 10% YOY.
Live cattle exports to Indonesia for the first three months of the year were 147,388
head, 51% higher than the corresponding three months in 2015. Meanwhile, exports to
Vietnam for the first three months dropped 80% YOY, to 18,946 head.

What to watch

Beef

•

The US market is showing signs of improvement, with temperatures starting to rise and
grilling season commencing. Retail demand is starting to increase—and with it the increase in
demand for grinding beef. However, the US still saw record-high stocks at the end of February,
so increases in US domestic prices will take time to flow through to import prices.

Cattle Prices Ease, but Remain at Elevated Levels
Eastern Young Cattle Indicator,
Jan 2014-Apr 2016
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Market Outlook
Lamb prices have started to trend upwards, in line with the recent seasonal pattern. The ESTLI
rose to AUc 555.25/kg cwt in mid-April, after dipping below AUc 500/kg in early March, although
these indicator prices are more reflective of stronger prices in Victoria. Saleyard prices for lambs
in other states are tending to hover around the AUc 500/kg mark.
Lamb slaughter for February was up 7% YOY, at 2.0m head, while sheep slaughter was down 10%
YOY, at 767,000 head. Lamb slaughter continues to track above the five-year average: for
February, it was 20% above the five-year average. However, sheep slaughter is very close to the
five-year average. NSW and Victoria saw the greatest reductions in sheep slaughter, with 16% and
13% drops, respectively.
Lamb exports for March fell 4% YOY, to 22,588 tonnes swt, although they remain 30% above the
five-year average. Strong markets included the US (up 25%, to15,322 tonnes) and China (up 7%,
to 9,354 tonnes). Lamb exports are forecast by MLA to be at similar levels to last year, although
returns to exporters are being impacted by the appreciating currency.
Mutton exports contracted 3% YOY in March, to 15,144 tonnes swt. Exports to the US and the
UAE increased 6% and 10%, respectively, while exports to China and Saudi Arabia fell 41% and
43%, respectively. Mutton exports for 2016 are expected to be lower than 2015, given the forecast
drop in sheep production, following a number of years of high production.

What to watch

Sheepmeat

•

•

An upward revision of lamb production for the 2016 year, to 488,400 tonnes cwt, according
to MLA sheepmeat projections released in April. This was revised due to a 3% YOY increase in the
total number of breeding ewes on hand, to 42m.
New Zealand supplies to tighten significantly. Forecasts suggest that lamb slaughter will
contract upwards of 500,000 head out to October, which will ensure a lot less competition for AU
product on the export markets.

ESTLI Showing Signs of the Seasonal Uplift
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Lamb prices have started to trend upwards, in line with the recent seasonal pattern. The ESTLI rose to AUc 555.25/kg cwt on
14 April, after dipping below AUc 500/kg in early March. These prices are still almost 10% higher than the five- year average.

Market Outlook
Global sugar markets have been volatile through the last month, as funds, currency and
fundamentals battle to control the market. After hitting a 14-month high of over USc 16.5/lb
at the end of March, prices are sitting more than USc 2/lb lower in the middle of April. In
Australian dollar terms, this drop combined with the stronger Australian dollar has seen the
#11 fall 17%, from the high of AUD 489/tonne to a low of AUD 403/tonne in mid-April.
The sting in El Niño’s tail continues to impact production in Asia, with expectations for Thailand’s
crop continuing to fall as harvest wraps up.
At the same time, forecasts for Brazilian production are increasing as harvest kicks off in the
Centre-South of the country. While sugar output is forecast to increase in Brazil in 2016, on the
back of a larger cane crop (comfortably in excess of 600m tonnes in the Centre-South), the key
questions will be the ability to get it all off and processed, and what the ATR levels will be.
Currency continues to impact the NY #11, with the Brazilian real appreciating 11% since the
beginning of March. The sustainability of this currency rally is the key question, particularly given
the political and economic uncertainty that is present in Brazil.

What to watch

Sugar

•

A recent Rabobank report looks at the impact a sustained low oil price might have on
the Brazilian ethanol sector, along with the implications for the global sugar market.
The gasoline price acts as a soft ceiling for the price of hydrous ethanol and thus impacts
the sugar/ethanol mix in Brazil. For more information, visit far.rabobank.com.
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Sugar prices have been volatile through the last month. After reaching 14-month highs in March, prices have retreated
some 17% in Australian dollar terms.

Market Outlook
The ICE #2 Cotton price lifted in April, edging back over USc 60/lb for the first time since midFebruary. However, the appreciation of the Australian dollar kept local cash prices sub-AUD
450/bale.
The USDA plantings report released at the end of March held few surprises for cotton. Their
9.56m-acre estimate for cotton planting, up 2% from the previous outlook, will require dry
weather through the plantings window in order to be realised. Rabobank’s estimate has been
maintained at 8.8m acres. Further to this, the April USDA WASDE recognised a further
tightening of freely available cotton stocks, with a 612,000-bale reduction in stocks outside of
China.
The much-awaited Chinese cotton policy announcement indicated that the National
Development and Reform Commission will auction 2m tonnes (9.2m bales) of cotton from
government reserve stocks between May and August this year. This volume is slightly below
trade expectations.
As a result, Rabobank maintains the view that there will be improvement in the ICE #2 price over
the next 12 months. This price improvement—combined with our forecast for further
depreciation of the Australian dollar—should be constructive for Australian growers.

What to watch

Cotton

•

The Australian cotton pick is estimated to be nearly 40% complete, according to Cotton
Compass in mid-April. Expectations for the crop have lifted, with reports of some strong,
but varied yields for both irrigated and dryland, leading to potential upside to Rabobank’s
estimate of 2.35m to 2.4m bales.

Cotton Prices Gain Ground
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After reaching 14-month lows in March, AUD/bale prices rebounded through April, tracking an increase in global futures
prices.

Market Outlook
The Australian Eastern Market Indicator, although pushed to a high of AUc 1,270/kg clean
during the month, has retreated to AUc 1,241/kg, up AUc 16 from month-ago levels. The
strong auction results in the first week of April reflected strong demand at a special sale week
held during the International Wool Textile Organisation congress in Sydney.
Fluctuations in the Australian dollar (mainly appreciation) contributed to volatility in the wool
price through April. Despite the volatility, the EMI has traded above AUc 1,200/kg since October 2015,
and, as at the end of week 42 of sales, the EMI in US dollar terms had still appreciated 8.5% YOY.
Crossbred types have softened in recent months, retracing much of the ground that saw them at
record highs in mid-2015.
The April Australian wool production forecast reaffirmed an expected 7% decline in wool
production in 2015/16, to 322m kg of wool. Lower sheep numbers and seasonal conditions are
both contributing to this forecast decline.
Exports season-to-date are down by 8% YOY; however, the increased prices have seen the value
of those exports up 8%. Exports to China are down 9% YOY season-to-date, while exports to India
are up by more than 11%. Interestingly, over 65% of wool sent to India is between 20 micron to
23 micron.

What to watch

Wool

•

Low oil prices have pressured competing synthetic fibre prices during the past year, and
the polyester industry is also experiencing significant excess capacity. Substantial capacity
growth in China has come online in recent years, and production is now operating at just
below 70% utilisation, according to PCI Fibres analyst Bruna Angel, visiting Australia for the
IWTO congress.

Wool Prices Hold Steady
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The Australian Eastern Market Indicator—although pushed to a high of AUc 1,270/kg clean during the month—has
retreated to AUc 1,241/kg, up AUc 16 from month-ago levels.

Market Outlook
Australian wine consumers continue to be drawn towards imports, as new and old
generations of consumers alike look for a more diverse offering.
European wine producers continue to view the Australian market with interest, and
the weak euro has meant that they’ve been able to remain price-competitive. By way
of example, shipments of champagne to Australia continued to grow strongly in 2015,
rising by 24.3% in volume, consolidating Australia’s rank as the sixth-largest market
outside of France.

What to watch

Wine

•

Australian wine grape production. Preliminary indications suggest Australian wine grape
production is likely to test last year’s level, which landed right on the five-year average.
The growing season has been conducive to good yields and ripening across much of the
country, with more testing conditions in some isolated pockets. Grape markets have been
most active for more premium red wine varieties.

Australian Wine Grape Production Near Average
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Market Outlook
Despite a recent bounce in prices, Rabobank still believes the outlook for ongoing weakness
across the global fertiliser complex, mostly due to below-trend demand.
On the supply side, global production continues to outpace sluggish global demand. In particular,
production growth in the Middle East and North Africa is increasing, leading to plentiful supply.
In many regions around the world, farmer margins are very tight. As a result, crop farmers remain
cautious with their spending and application rates. Weak demand is particularly evident in key
regions such as the US, India and China.
For local farmers, currency movements appear to be the major influence on local price settings.
While the Australian dollar has appreciated of late, there are expectations it could lower in the
coming months, which could put some pressure on retail prices.

What to watch

Fertiliser

•

Markets will be watching China and the United States purchasing patterns as key drivers
for prices, with weak fundamentals.

Weakness to Remain in Fertiliser Prices
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Urea and DAP prices are close to their lowest levels in years. Plentiful global supply is combining with sluggish demand to
keep prices subdued.

Market Outlook
The Australian dollar has risen by 2.3% against the US dollar in the last month, closing at 78.15
on 19 April. This marks the third straight month of local currency appreciation.
The recent rebound in the Australian dollar has been largely due to some improvement in
commodity prices and rising global investor risk appetite, along with the US Federal Reserve
distancing itself from the aggressive interest rate-tightening path that it had previously outlined.
At its meeting on 5 April 2016, the Reserve Bank of Australia (RBA) again elected to keep the
official cash rate on hold at 2.0%. The board judged that current monetary policy settings
were appropriate, based on “reasonable prospects for continued growth in the economy, with
inflation close to target”. The April minutes suggested that, if we get a weak CPI print at the end
of the month, we might finally get a little more easing to prevent the much-vaunted resourcesto-services transition from stalling.
The US Federal Reserve next meets to set its rates on 26 and 27 April. At its March meeting, most
FOMC participants saw foreign economic growth as likely to run at a somewhat slower pace
than previously expected, a development that probably would further restrain growth in US
exports and tend to dampen overall demand.

What to watch

FX

•

We forecast AUD/USD falling towards 0.69 on a 12-month view. Central to this view,
Rabobank is sticking to its call of two US rate hikes in 2016, most likely in June and December.
From this point on, it would require a significant deterioration in the US economic outlook in
order for FOMC participants to remove more hikes from their anticipated trajectory for 2016.

Australian Dollar Lifts to 10-Month Highs
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Market Outlook
Evidence of accelerating declines in US output contributed to a rally in crude oil prices, to
their highest level in four months in mid-April. Despite the increase, volatility remains in the
market, as OPEC continues to discuss potential production freezes (albeit without any success to
date).
Oil markets remain well supplied; however, there are signs that the much talked-about decline
in US shale oil production is picking up pace. By mid-April, the rig count in the US had fallen 80%
from the peak seen in October 2014, while more anecdotal evidence points to financial
problems starting to bite shale oil producers.
Turning to sea freight rates, the Baltic Dry Index has rebounded off record lows, climbing 127%
since bottoming out in February. Renewed optimism in the health of the global economy has
combined with an increase in demand for shipping to drive the index higher. Strong demand for
iron ore, which makes up roughly one-third of the commodities moved by ‘Baltic Dry’ vessels, has
been a contributing factor in driving the index higher.

Oil &
Freight

What to watch
•

OPEC oil production freezes. Discussions around production freezes have so far failed, as
Iran has refused to cap production increases. If any freeze were to be agreed on, it is
expected that oil markets would respond with higher crude prices.

•

Commodity prices. Commodity prices have lifted recently, contributing to an increase
in global sea freight rates. Any extended rally in commodity prices would likely drive
freight rates higher.

Oil Remains Volatile, Freight Rates Lift
Brent Crude oil price, Apr 2015-Apr 2016
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Agri Price Dashboard
As of 21 April 2016
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Agri Price Dashboard
As of 21 April 2016
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