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Commodity Outlook
Grains & Oilseeds

While global wheat prices over-responded to weather news, and then reverted, local prices continued to mark
time in the wait for general rains during March and into April.

Dairy

Global dairy fundamentals continue to point to a sustained rally in commodities through 2019.

Beef

Prices lift but expected to stabilise as producers gain confidence before restocking.

Sheepmeat

Rainfall stimulates price rise but average rainfall outlook likely to cause the market to cool.

Sugar

Rabobank expects stock erosion in 2019/20 to push prices break above their current range.

Cotton

Picking ramps up through NSW amid strong prices. However, without water, prospects for 2019/20 look worrying.

Wool

Flock composition and seasons driving low premiums for finer wools.

Wine

Rabobank expects a hard Brexit to accelerate recent declines in UK wine consumption, but may present
opportunity in value segment.

Horticulture

Rabobank expects China to continue to grow the value of imports of fresh fruit and nuts over 2019.

Fertiliser

We expect global urea and phosphate markets to decline further toward Q3 2019.

FX

Rabobank forecasts the AUD to hit USc 68 US by March 2020.

Oil

Rabobank lifts 12-month Brent Crude forecast.

Rain, Rain Come Again
Rain has finally reached some drought-affected regions of the eastern seaboard
during March. Widespread, although patchy, falls of 100mm-200mm were
recorded across eastern NT and central & western QLD. Despite this rain, a majority
of the NT and SE Qld has recorded below decile 3 rainfall this northern wet season.

Soil moisture deciles, Mar ‘19

Drought-affected cropping regions enjoyed smaller falls. 38.2mm of rain fell at
Moree last month, and even more in Dubbo (46.8mm), where the YTD rainfall is
now 129.6mm.
Isolated falls were recorded across Vic, SA and WA during March. Remarkably,
regions surrounding Geraldton (0.6mm), Port Lincoln (4mm) and Clare (4mm) are
yet to reach double-digit rainfall figures for the year.
Source: BOM, 2019
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Parked in Neutral
The most recent forecast from the Bureau of Metrology (BOM) favours neither
drier or wetter conditions for the next three months. The majority of Australia is
rated as having a 50 percent chance of exceeding median rainfall over the next
three-month period.

Three-month outlook, April-June 2019

Australia’s main climate drivers, El Niño-Southern Oscillation (ENSO) & Indian
Ocean Dipole (IOD) are both neutral. BOM’s ENSO Outlook remains ‘El Niño Alert’,
after it was upgraded from ‘El Niño Watch’ in March. Water in the Pacific ocean
has been warming for some weeks, and remains near El Niño thresholds.
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Marking Time a Step Lower
While Australian winter crop 2019 prospects gained marginally during March, prices have continued to
mark time at the lower levels reached in February. Significant general rains are required over the coming
four weeks before we can consider putting a return to average seasonal conditions, and further price falls,
on the table for Australia in 2019/20.
APW wheat moved mostly sideways through the month, to remain between 8% (BNE) and 16% (ADL) down
for the year, but these prices also remain well-above five-year average prices and still between 8% (KWI) and
23% (NWC) up YOY. Sideway movement is expected until we see a categorical break in the season or we pass
the planting window and it becomes clear that Australia is again heading to a below-average production
season in 2019. Only limited areas of the cropping belt have average soil moisture levels, and only one small
patch of WA has above-average soil moisture for this time of the year – above-average opening and growing
season rainfall is required to get on track.

Cheryl Kalisch Gordon
Senior Analyst
Grains & Oilseeds
+61 2 6363 5900
cheryl.kalisch-gordon@rabobank.com

Grains &
Oilseeds

An announcement from China on its investigation of Australian barley dumping would move barley prices out
of the marking time position, but is otherwise expected to continue sideways with wheat. No news has been
received during the last month, which has helped barley prices to continue making time at between 5%
(NWC) and 14% (BNE) down for the year.
Globally, outside of the US where flooding and wet spring conditions are hampering planting, conditions are
positive so that we do not expect any significant rally in new crop prices. Our outlook remains for CBOT wheat
pricing to trade around USc 470/bu through the balance of 2019, and down to USc 460/bu in Q1 and Q2
2020.
Global influences have increasingly weighed on local canola values. With local demand requirements
temporarily satisfied, prices have moved down with the heavy global edible oil complex (low soybean prices
and high palm oil as well as very high Canadian canola stocks (USDA forecasts 2018/19 ending stocks up 78%
YOY). This was compounded during March when China rejected Canadian canola shipments and
subsequently banned prominent Canadian export traders. The option to replace supply with Black Sea origin
oilseeds means that this does not necessarily translate to upside for Australian canola demand.

What to Watch
•
•

The heavens, still – the next four weeks will determine the direction of Australian grain prices in 2019/20.
Reduced planting of canola will be the first casualty of a later break in the season.
Indian National election – Voting is set to begin on 11 April and support for rural workers and farmers is
front and centre, despite tensions with Pakistan proving to be a distraction. Opposition party proposals
aimed at winning agricultural votes (e.g. farm loan waivers and further increases in minimum price
supports) do not suggest they will open pulse markets if they win government. Meanwhile the incumbent
Modi government was originally voted in on a platform of reform, despite actions to protect markets over
the past 18 months.

Anchored Ships Further Weigh Down
Canola Prices
Already burdened canola prices have moved lower
with China’s banning of Canadian canola traders
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The Margin Squeeze Continues
Australian milk production numbers make ugly reading and will likely get worse before they get
better. National production was down 12.6% for the month of February, bringing the season-to-date
volume to 6.240bn litres (down 6.4%). Every dairy region witnessed a fall in production. However, there were
double-digit falls in NSW, Queensland, Gippsland, and Northern Victoria. RaboResearch is forecasting milk
production to finish the season down 8%, meaning that milk production numbers will get worse before they
get better. The rapid decline in milk production leaves Australian dairy supply chains short of milk solids.
Meanwhile, commodity prices continue to rally as global supply also takes a hit. Combined YOY milk
supply growth from the major dairy exporters has completely stalled in Q1 2019. The outlook for milk supply
for the Big 7 will remain tight across the remainder of 2019. This slowdown of the export engine has
supported a price rally. The outlook for global dairy demand is somewhat uncertain as the global economy
has lost momentum.
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Farmgate milk prices have improved, with more upside to come in 2019/20. Already there are baseline
price signals for 2019/20. However, without relief from feed bills, farmgate margins will remain under
pressure in the near term. A timely autumn break in April could quickly shift sentiment across the sector.
Dairy processing margins for most Australian companies will remain squeezed for now. Raw material
costs are rising, overheads are high, and there’s a competitive market for milk supply. The operating
environment is unlikely to improve in the short term, but exporters will be happy with a more buoyant skim
milk powder (SMP) price.

What to watch

Dairy

The dairying regions across the Southern Murray Darling Basin. The severity of milk production
losses in the Murray Dairy region has put significant pressure on supply chains. A clear risk for dairy
farm operators in this region is that high irrigation water prices continue in the next season and lead
to further milk production losses.

Commodity Prices Still on the Up
Global dairy prices, 2014-2019
Production growth key exporting regions
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Rain Lifts Prices but More Is Needed
Average to above-average rainfalls through eastern states, particularly Queensland, during the month
of March have buoyed producers hopes, allowing them to hold cattle rather than send them to
market. The more limited supply of stock has pushed prices higher. The EYCI lifted AUD 1.12/kg in
three weeks to break the AUD 5 mark and be AUD 5.05/kg on 4 April. All cattle classes lifted, with
restocker and cow prices rising the most. While rains are welcome and have allowed people to hold
on to cattle, more is needed to generate the confidence producers need to restock. With weaner
sales through April and May bringing additional young cattle to the market, and with seasonal
conditions forecast to be average, we expect prices to level out at current levels as producers wait
for rain before committing to restocking. April and May rainfall will be critical, particularly for
southern states, to build a feed base and generate any restocking demand that would sustain prices
into winter.
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February cattle slaughter (692,300 head) was up 14% YOY. Female slaughter was up 30% YOY at
375,600 head making up 54% of the total slaughter numbers. The higher female component has
caused carcass weights to drop in February, from 292kg to 285kg. As a result, despite overall slaughter
numbers being 14% higher, production was only 8% higher at 197,640kg. With rainfall through March,
slaughter numbers are expected to ease through April as producers are able to hold cattle on farm.
Exports continue to increase in light of higher production. Beef exports for March were 102,429 tonnes
swt, up 13% YOY, brining the year-to-date volume up 11%. China continues to be the standout
market. Volumes to China were up 79% YOY for March and year-to-date volumes are up 67%. These
volumes mean China pushes past South Korea to become our third-biggest market.

What to watch

Beef

•

Ongoing herd reduction – Male slaughter has declined year-on-year for ten of the last 12 months.
Presuming that all male cattle are sold, these declining male slaughter numbers reflect a
reduction in cow herd and reduced calving rates in previous years. The severity of the reduction
will likely mean producers will be looking for large numbers for restocking when seasons improve.

Prices Lift but More Rain Is Needed Before
Restocking Takes Place
EYCI lifts following rain
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Is this a déjà vu? Lamb prices
tracking close to 2017 trend
Lamb prices are following a remarkably similar trend to 2017. After bouncing along for the first
couple of months, the ESTLI lifted in March to sit just under AUD 7/kg on 4 April – tracing almost
the exact same path it did in 2017. Prices for all classes of sheep rose through March, with
restocker lambs and mutton prices rising the most, reflecting improved seasonal conditions and
producers’ willingness to hold on to sheep. With average rainfall forecast for many areas on the
east coast, we expect prices to ease over the coming month, as additional demand to restock
will be limited as producers head into winter.
February lamb slaughter was similar to 2018 volumes and close to the five-year average at 1.88m
head. Sheep slaughter was up 27% at 930,000 head, reflecting ongoing dry conditions and the
forced sale of sheep. Despite the drier conditions and high grain prices, strong lamb prices are
providing an incentive for producers to finish lambs and maintain slaughter weights. Lamb
slaughter weights increased in February to average 23.3kg.
Angus Gidley-Baird
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Lamb exports at 26,522 for the month of March are up 9% YOY, adding to the already large export
months of January and February and increasing year-to-date exports by 12%. This is almost
10,000 tonnes swt higher than 2018, and is the highest volume of lamb exported for Q1. Exports
to China declined in February but have increased again in March, up 41% YOY. Mutton exports for
March (15,722 tonnes swt) were also high, up 8% on March 2017, bringing the year-to-date
volumes to 48,444 tonnes swt up 19%.

What to watch

Sheepmeat

•

Rainfall – In 2017, after average to below-average rainfall from December 2016 to February
2017, March rainfall was above-average and lamb prices jumped almost AUD 1/kg in the
space of a month. A similar pattern occurred in 2019, with a drier January and February
followed by a wetter March pushing prices higher. In 2017, when April was again dry, prices
lost much of their gains. 2019 is likely to follow the same trend down if rain is not forthcoming.

Lamb Prices Lift off the Back of Rain, Exports
Continue to Grow
Eastern States Trade Lamb Indicator rises – just as
it did in 2017

Q1 lamb exports jump to new record and
continue the upwards trend
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Mixed Signals
Raw sugar prices have traded within a USc 0.7/lb range through March, staying close to the
USc 12.6 /lb level. With a quiet month on the news side, markets have been taking stock of
fundamentals. Rabobank continues to forecast price upside, with Q4 2019 expected to average
AUD 425/tonne – a combination of ICE #11 upside and AUD/USD depreciation. However, with a
sharp drop in Brazil’s ethanol parity through March (and therefore a greater incentive for mills to
produce sugar, over ethanol) we caution against short-term volatility.
Rabobank’s latest Q1 2019 Sugar Quarterly forecasts a global supply deficit in the 2019/20
season, of 4.3m tonnes, raw value. This follows a small 1.1m tonne global surplus in 2018/19.
Stock erosion next season, if realised, should remove the global oversupply and drive stocks-touse ratios back towards the ten-year average. This is supportive for prices in the medium-term,
but the path to higher prices will be slow – expect short-term prices to be dictated by Indian
exports and the incoming Brazilian harvest.

Charles Clack
Commodity Analyst
Sugar and Cotton

India could be set for another record crop this season. India’s pace of harvest has been a huge
surprise, and, after lower production being forecast YOY, could be set for a record crop. Our
concern is that these supplies may find themselves on the global market, pressuring export prices
– including shipments originating from Australia. Furthermore, additional Indian exports are likely
to be whites – a factor which could maintain pressure on the white premium (currently USD
49/tonne on May 2019, down 30% in January) and, subsequently, refinery margins.

charles.clack01@rabobank.com

What to watch

Sugar

•

The Australian crop is getting closer to harvest, with millers set to fire up late next month.
Weather will be important in the coming few weeks – excessive precipitation and/or high
winds would be a risk to the cane.

•

Aside from the WTO dispute, India still holds significant volumes of sugar earmarked for
export this season. These supplies will likely pressure international prices when they come
online, limiting major price upside to the USc 12.5-Usc 13.5/lb range in the coming 3 to 6
months.

Rabobank Forecasts a 4.3m Tonne Global
Supply Deficit in 2019/20
ICE #11 raw sugar prices trade in a tight sideways
range through March
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Rabobank forecasts Q4 2019 prices to average AUD 425/tonne, driven by a combination of ICE #11 upside and AUD/USD
depreciation.

Picking Underway in NSW
Cotton picking gets underway in earnest across Northern NSW, after a difficult season for
irrigation. Picking has reached down into the regions around Tamworth & Dubbo, with irrigated
crops reporting ~12 bale/ha yields. Dryland quality, namely strength and staple length, appears to
be suffering this season, with yields reported at between 1-2 bale/ha.
Price strength remains, with 2019 cash prices touching AUD 630/bale and 2020 prices at AUD
600/bale. The ICE #2 futures bounced back 6% MOM, to USc 78.3/lb, as optimism over US-China
trade raised prospects for US demand. Local basis levels softened as a result, keeping Australian
prices relatively steady – 2019 basis dipped back to 1100 points for the first time since January.
Rabobank maintains a constructive view on near-term futures, forecasting USc 80/lb in Q2 2019,
before prices soften, as larger Brazilian and US crops become available.
For India, active import inquiry is being noted by Southern mills. This demand is looking to US and
West African origins, suggesting a domestic tightening of high grade fibre. This is early in the season
for such business, especially as new crop stocks will only come available in Q3 2019 at the earliest.
Charles Clack
Commodity Analyst
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Early projections for 2019 US cotton area was surprisingly low, as the USDA reported prospective
plantings of 13.8m acres – down 0.3m acres YOY. Market expectations are for US growers to
expand cotton acres this season, following good margins – relative to corn and soybeans – and
ample soil moisture in the South. Rabobank still sees US planted area exceeding 14m this season.
Once again, the state of Texas – where some 40% of US cotton is grown – will be key to new crop
production and, ultimately, prices on the ICE #11 futures. Drought cut Texas yields significantly last
season, while conditions this season look much more positive for cotton.

What to watch

Cotton

•

A resolution of the US-China trade dispute, allowing cotton flows to resume freely, is the
largest single upside risk for global cotton prices (ICE #2). Still, there is little concrete evidence
that trade talks are progressing – just rumours. Any trade deal would strength ICE Cotton futures,
but also likely weaken Australian basis.

•

The heavens will almost solely dictate the size of the 2019/20 Australian crop. Without an
autumn break, water availability in the MDB will be particularly tight and cotton acres will suffer
for a second consecutive year.

ICE Futures Bounce Back, With Optimism of a
US-China Trade Deal Shining Through
ICE #2 futures bounce back in March
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Price strength remains as cotton picking moves down through NSW – 2019 cash prices touched AUD 630/bale this week, with
2020 prices at AUD 600/bale

China Import Growth To Continue
Subject to any further economic downside in China related to current US-China trade war,
Rabobank continues to expect growth in import demand for imported fruit and nuts from China
across 2019. This will be positive news for Australian exporters of key permanent crops such as table
grapes and almonds. Both have enjoyed strong export growth to China over the past 12 months.
Rabobank expects that the opportunity to capitalise on the US-China trade tensions for horticultural
products will continue for up to another 12 months, even if a trade deal is struck in the interim.
During the final six months of 2018, China’s total import value for fruit and nuts from all countries grew
by over a third YOY, even amid an economic downturn. This highlights the importance China’s
consumers place on imported fresh foods. Over the same period, China’s imports of Australian fruit and
nuts grew by around two-thirds in value. The only key supplier showing negative import growth was,
unsurprisingly, the US.
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Australian table grapes have capitalised on these market dynamics. Australia picked up around half of
the total value and a quarter of the total volume reduction of China’s imports of US table grapes over
2018. Chile, by far the largest table grape supplier to China in 2018, captured the balance of the reduced
US market share as well as, surprisingly, a significant share of volume from Peru.
Almond exporters continue to realise benefits borne out of the US-China trade issues. Australian almond
exports to China are up by over 10,000 tonnes at the end of January 2019 (compared to the same time
in the previous marketing year). A resultant significant increase in revenue from the China market has
also occurred. Total export volume and value for Australian almond exports is also up for the marketing
year to date.

What to watch

Horticulture

•

US-China trade agreement, when it occurs - Rabobank expects a deal to be signed. Of importance
to horticulturalists will be what the agreement includes insofar as China’s imports of US agricultural
products is concerned, and what this could mean for key Australian horticultural exports, as
production growth grows.

Table Grape Exports Return To Growth
Australian table grape exports by key markets, value
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China (including Honk Kong and Taipei) continues to dominate as Australia’s key export market for table grapes. After a drop off in 2017, the
US-China trade war created a volume and value growth opportunity for Australia in China across 2018.

Prices Dip and Finer Wool Premiums
Disappear
Wool prices fell in early March after increasing for most of 2019. The EMI fell to AUc 1946/kg on 3 April
after reaching AUc 2036/kg on 20 February. The drop in price is a little surprising given that South
African wool remains suspended from the Chinese market. This suspension could result in increased
demand by China for Australian wool. However, the Australian Bureau of Statistics figures are showing
a different story. Australian wool exports to China fell by 18% in February, compared to February 2017.
Meanwhile, exports to European countries such as Italy and Czech Republic – other destinations for
South African wool - picked up. Export volumes will have to be watched to determine if these shifts
are more permanent and are influencing the price.
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Domestically, we have seen the premiums for finer wool narrow to some of their lowest levels since
late 2016. This is reflective of the increased volumes of finer wool production and reductions in the
coarser wools as a result of seasonal and flock composition. For the 2018/19 season-to-date
production (greasey weight) of 19.6-20.5 micron, 20.6-21.5 micron, and 21.6-22.5 micron decreased by
26.3%, 41.4% and 40.9%, respectively, while finer wools of 16.6-17.5 micron and 17.6-18.5 increased by
23% and 8.7% respectively.
Total bales tested in March were down 3.7% on 2018 at 179,900 with total greasey weight also down
3.7% for the month of March. This continues the trend for the season with each month being lower
than the respective one in the previous season. Total bales for the season to March is down 10.3% at
1.4m, with a 10.3% reduction in greasey weight to 250,374 tonnes.

angus.gidley-baird@rabobank.com

What to watch
•

Wool

Sheep slaughter numbers continue to remain high. Mutton slaughter is up 22% for the first two
months of 2019 compared to 2018,. This follows a 26% increase in slaughter in 2018, suggesting a
reduction in wool producing sheep. Stronger prices for restocker lambs and mutton in March
suggest that, with rain, producers are looking to rebuild numbers but merino lambs did not see
the same gains as mutton and other restocker lambs, suggesting wool producers may not be
looking to rebuild just yet.

Wool Prices Dip and Premiums for Finer
Wools Disappear
EMI eases after rising for much of 2019

Fine wool premiums at lowest levels since late 2016
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Definitely, Maybe,…
After much fanfare, 29 March 2019 came and went, and at the time of writing the Brexit outcome is
no clearer. And much like the lyrics to Rock’n’Roll Star, there’s no easy way out.
The case for a no deal Brexit becomes more real by the day. With wine consumption already in
slight decline in the UK, Rabobank’s expectation is that while the UK will remain an important
market, wine consumption will continue to fall under a no-deal or hard Brexit scenario.
Rabobank does not expect wine consumption to fall away completely but a recession would bring a
further slowdown in UK wine consumption. To what degree this affects exporters from across New
Zealand, Australia, Latin America or Europe is currently difficult to forecast. What Rabobank considers
likely in this scenario is a trading down across the value segments. Therefore bringing a greater
downside potential for premium wines with perhaps some short-term upside for value or private label
segments.
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Of course it is not just antipodean producers who place significant weighting on the UK market. In
calendar year 2018, collectively, the ‘big five’ EU countries of France, Italy, Spain, Germany and Portugal
accounted for around two-thirds of the 3.1bn GBP value of UK wine imports. The outcomes of Brexit
will have meaningful impacts on these countries as well, not only from the potential for continued
consumption slowdown, but also cross-border trade implications.
This big five also hold a meaningful market share in Australia's other prominent wine market, China.
For the 12 months to September 2018, these countries accounted for around 40 percent of China’s
imported wine by volume, with Australia sitting at around 20 percent.

What to watch

Wine

•

Focus of the EU ‘big five’ – Australian wine exporters to China should monitor how the EU and UK
trade platform plays out over 2019. Given the volumes that the big five also ship to China,
increased complexity at the border and possible further UK consumption slowdown could see
these producers look further afield to other already developed markets.

Wines Of EU Origin Remain Dominant In UK
UK wine imports’ share of market by country of origin, value
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UK wine imports of an EU origin have consistently sat at close to two-thirds of total value for a sustained period.

Global Price Decline to Continue
On the basis of expectations for continuing low demand and reduced production costs across
the global fertiliser complex, we expect global urea and phosphate markets to decline further
toward Q3 2019.
Several factors within the global agri-commodity markets point to lower demand for all nutrients
this season. Our forecast for CBOT wheat is for lower values this season, which in-turn will
discourage high rates of crop investment.
The second major factor is the ongoing trade discussions between the US and China, who are
reportedly inching towards a deal. The largest implications are for CBOT Soybean prices, and
subsequently soy and corn planted area. While the soy/corn ratio has recovered slightly in favour
of soy, a large expansion of planted corn area, at the expense of soybean would support nitrogen
demand. Demand also hinges on farmers in the US Midwest being able to plant crops on flood
affected fields.
Wes Lefroy
Agricultural Analyst

+61 2 8115 2008
wesley.lefroy@rabobank.com

To some extent, lower production costs, particularly for phosphate, will enable processors to
reduce prices to stimulate demand.
Since AUD-adjusted global benchmarks reached seasonal highs in Oct 2018, both nitrogen and
phosphate have been in decline. AUD-adjusted Urea (FOB Middle East) has fallen 25 percent,
while DAP (FOB US Gulf) has fallen 11 percent.

What to Watch
•

Farm Inputs

Rain, Rain, Rain – Following a year of low crop production in the eastern states, the majority of farmers
are opting for a hand-to-mouth fertiliser purchasing strategy for this years crop. If opening rains are
received, a sharp increase in demand may overwhelm local supplies, leaving farmers paying above
market prices, and/or experiencing delayed deliveries. Local supplies are already under some pressure,
after the rail between Incitec Pivot’s (IPL) distribution point and processing plant was closed after major
flooding in February. IPL expects it will have no issues meeting demand, given that the company has
leveraged its global supply network. For farmers with no purchases locked in, we think assessing regional
availability is important to avoid any seeding delays if the season breaks.

Low Demand Pulled Global Prices Lower MOM
AUD-adjusted global prices
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AUD Headed South as the Prospect
of a Rate Cut Rises
We maintain our forecast that the AUD will fall to USc 68 within 12 months, as monetary policy in
the US and Australia diverges.
In the US, we still see no further monetary policy tightening this year, with the OCR set to stay put
at 2.5%. The Fed itself now also holds this view. We believe that the prolonged US economic
expansion, the longest on record, is coming to an end as recent rate hikes start to bite. Inflation will
ease to 1.4% this year, removing any case for tighter monetary policy.

Tim Hunt

As we have been writing for some time, we believe the next rate move in Australia is down. We
think 50bps of combined cuts is likely. In the short term, the Australian economy will receive some
assistance. China has again turned on the credit taps, and the Australian federal election will bring a
domestic fiscal stimulus. But as the year progresses, Australia will face the dual headwinds of a
synchronised global slowdown and a housing market collapse, encouraging a looser monetary
policy.

Head of Food &
Agribusiness Research,
Australia & New Zealand

At just below USc 71 on the eighth day of April, the AUD is already below its five-year average. It likely
has further to fall.

+61 3 9940 8406

Rabobank forecasts the AUD to hit USc 68 by March 2020.

tim.hunt@rabobank.com

What to watch

FX

•

The US bond yield curve – At the moment, the yield on short-term US treasury bonds is higher
than the yield on long-term treasury bonds. This is a rare situation, and historically it has been a
useful indicator that a recession is coming. Rabobank is taking the warning signs of the inverted
yield curve seriously. We expect the US economy to slide into recession in 2H 2020.

Australian Dollar Holds its Ground… For Now
Australian/US dollar Cross Rate
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Oil & Freight – Rabobank Lifts 12-month Brent
Crude Forecast
Rabobank expects US sanctions on Venezuela and production cuts from OPEC+ members to drive prices above our base case Brent Crude
forecast of USD 67.5/bbl set at the beginning of the year, to 71 USD/bbl at Q1 2020. We also see further considerable upside on prices, if
Venezuelan production completely collapses or other geo-political risks arise.
Ocean Freight rates remain near three-year lows. The collapse of a major iron ore mine in Brazil is continuing to cause low demand for ocean
freight. Typically, the beginning of the second quarter signals an increase in shipping rates, due to a seasonal increase in demand.

Baltic Dry Index,
April 2015 to April 2019
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