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Dairy
Global commodity prices continue to stumble along a market floor largely determined by the level of EU 
intervention support—and the ceiling for this support has just been approved higher. 

Beef
New Zealand farmgate prices have remained relatively stable so far in 2016, particularly in light of a volatile 
currency, slow demand from the US and a spike in dairy-related cattle slaughter.

Sheepmeat
South Island lamb prices have flatlined over the past four weeks, with prices as at the middle of April averaging 
NZD 4.65/kg cwt, while prices in the North Island averaged NZD 4.95/kg cwt : 8% and 4% lower YOY, respectively.

Wool
New Zealand wool prices remain strong, despite coming off the peaks seen earlier in the season. The coarse 
crossbred indicator sits 13% above the five-year April average. 

Wine
New Zealand wine exports increased by 8.2% in volume, to 213.7m litres, and 13.9% in value, to NZD 1.561bn FOB, 
in the 12 months to February. 

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 0.61 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. 

Commodity Outlook



According to NIWA, there is a 50% to 60% chance that temperatures will 
be above-average for the country through to June 2016. 

Above-average rainfall is likely on the West Coast of New Zealand, while 
the top of the South Island is likely to receive average rainfall levels from 
April to June 2016. The remainder of the country has an equal change of 
average or below-average rainfalls over the same period. 

As we head into winter 2016, there is a risk of below-normal soil 
moisture levels for the North Island and the east of the South Island. The 
top of the South is most likely to have normal soil moisture levels, while 
the West Coast has a chance of above-average soil moisture levels.

Climate

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 can cause dry and 
warm temperatures in the US, along with adverse weather conditions in parts of South America.

Source: NIWA, Rabobank, 2016 
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Dairy

Market Outlook 
Favourable weather conditions, particularly in the upper half of the North Island, 
have contributed to sound milk production for March 2016. Yet while supply for the 
month of March is on par with last year, New Zealand milk flows continue to track 
lower for the season-to-date by around -2%.

Dry conditions continue to plague the lower North and parts of the South Island. This, 
combined with a low milk price, will dampen the ability for strong late-season 
production, and the prospect of a sharp, early end to the season remains.

Global commodity prices continue to stumble along a market floor largely determined 
by the level of EU intervention support—and the ceiling for this support has just been 
approved higher. 

Global commodity prices will likely remain challenged for much of the 2016 calendar 
year, reflecting the imbalance in market dynamics and burgeoning stockpiles. 

Pricing is expected to improve moving into 2017, as the market tightens, with 
consumption in Asia, the US and the EU continuing, while production growth 
moderates.

What to watch

• European farmgate prices are under pressure. The largest Irish coop, Glanbia, has 
dropped its base milk price for March 2016 by 8%, while Dutch giant FrieslandCampina has 
lowered its guaranteed milk price for April 2016 by 3.5%—the third consecutive milk price 
cut for 2016—reflecting the challenging market conditions. 



Dairy 

Source: USDA, Rabobank, 2016 Source: Rabobank, 2016

Latest month Last three months

EU 5.3% (Feb) 5.4%

US 1% (Feb) 0.3%

Australia -1.5% (Feb) -3.3%

NZ -2% (est. season to Mar 2016)

Global dairy prices, Mar 2012-Mar 2016 Production growth in key export markets
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Beef

Market Outlook 
New Zealand farmgate prices have remained relatively stable so far in 2016, particularly in 
light of a volatile currency, slow demand from the US and a spike in dairy-related cattle 
slaughter. 

The North Island bull price as at the middle of April reached NZD 5.15 kg/cwt, 2% lower YOY. 
Prices for other categories were mixed, with returns for steers slightly higher than year-ago prices, 
while cow prices are lower, given the recent rise in cow volumes sent to slaughter.

Total cattle slaughter for the 2015/16 season remains well below last year’s volumes, with 
processing between October and February 10% lower YOY, with cow slaughter levels falling the 
most (14%) over this period. There was a spike in cow processing volumes through March and 
into April as a result of the revised lower milk prices. Nonetheless, given record slaughter last year, 
volumes will remain constrained this year. 

Exports for January (36,336 tonnes swt) and February (38,755 tonnes swt) fell 7% and 8%, 
respectively, on the back of lower supply. Average export returns to China (NZD 7/kg FOB) in 
February were above that of the US (NZD 6.35/kg FOB), given weak demand from the US due to 
high inventory levels and weak end-user demand.

What to watch

• Brazil accessing the US market. While US sources believe that access will not be granted until 
the second half of the year, Brazilian authorities believe it will occur in the first half of the year.

• US demand. The large inventories carried into 2016, as well as strong competition from other 
cheaper proteins, has seen demand from the US market remain weak so far in 2016. With 
grilling season approaching, we are likely to see demand pick-up from the US, which should 
filter through to higher imported beef prices.
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Sheepmeat

Market Outlook
Lamb prices appear to have finally reached the seasonal low point. South Island lamb prices 
have flatlined over the past four weeks, with prices as at the middle of April averaging NZD 
4.65/kg cwt, while prices in the North Island averaged NZD 4.95/kg cwt: 8% and 4% lower YOY, 
respectively.

Given the expectation of a severe reduction in lamb slaughter for the 2015/16 season and given 
that lamb slaughter so far this year is only marginally lower, this tighter supply environment will 
underpin higher prices for the remainder of the year. Between October and February, lamb 
slaughter was 1%, or 156,430 head, lower then last season, at just over 12m head.

With North Island (total 10.1m head) and South Island (total 9.5m head) lamb slaughter expected 
to decline 5.4% and 10% YOY, respectively, according to B&L NZ forecasts, there will be a large 
shortfall in lamb availability as total slaughter declines approximately 8%, or 700,000 head, for the 
season. 

Exports for the first two months of 2016 have increased in comparison to the same time last year, 
with shipments in both January (36,427 tonnes swt) and February (48,350 tonnes swt) increasing 
4% YOY. However, average export returns in February declined 10% YOY, to average NZD 7.03/kg 
FOB. The main driver of the decline was a 26% fall in returns to China (NZD 3.81/kg FOB), which 
was the lowest export price in over five years. High domestic Chinese production continues to 
underpin oversupply in that market. 

What to watch

• Tightening supply. Given the high processing volumes so far in the 2015/16 season, there 
will likely be a significant contraction in supplies for the remainder of the year.

• Export demand. Given this reduction in supply, caution will need to be given in 
aligning procurement prices and consumer demand, given end market demand still 
remains sluggish—although signs are starting to point to a recovery in demand from 
some key markets. 



-100

-50

0

50

100

150

200

250

2008 2009 2010 2011 2012 2013 2014 2015

To
n

n
es

NZ sheepmeat exports to China YOY change in Chinese production

400

450

500

550

600

650

N
Zc

/k
g 

cw
t

2015 2016 Five year ave

Chinese Market Remains Oversupplied

New Zealand South Island lamb price,
Jan 2015-Apr 2016

New Zealand sheepmeat exports to China,
2008-2015

Source: NZX Agrifax, Rabobank, 2016
Source: Stats NZ, China Statistics NZ, Rabobank, 2016 



Market Outlook
New Zealand wool prices remain strong, despite coming off the peaks seen earlier in the 
season. The coarse crossbred indicator sits 13% above the five-year April average. While the fine 
crossbred indicator has also lost ground this month, it too sits above the five-year April average. 

As the larger volumes of the first quarter start to retreat, the bales offered to date at auction sit 
some 10% below this time last year. The season’s clearance rate sits at 89%, slightly higher than 
that of 2014/15. Wool exported to date is also down; however, only by 6%. 

The stronger New Zealand currency has also contributed to the recent softening in prices. The 
trade-weighted indicator now sits above 0.69 for the first time this season. Despite the 
strengthening in the first quarter, the weaker NZ dollar during the period July-February has seen 
the price per tonne clean of all wool exported sit 11% up, compared with the same period in 
2014/15.

Currency is also impacting the market in Australia, where the Australian dollar has also 
appreciated against the US dollar, to sit at around AUc 77 to AUc 78 at the time of writing. The 
EMI is currently at AUc 1,241/kg. 

What to watch

• 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



NZ Coarse Crossbred Wool Indicator 

Despite softening on the back of a strong NZ dollar, New Zealand wool prices are still performing well for April, when 
compared with the last few seasons. 

Source: NZ Wool Services International, Rabobank 2016
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Wine

Market Outlook
New Zealand wine exports increased by 8.2% in volume, to 213.7ML, and 13.9% in value, to 

NZD 1.561bn FOB, in the 12 months to February. 

The North American markets continue to lead growth among New Zealand’s major markets, while 
the Australian market is exhibiting much more mature characteristics, with volumes to the 
Australian market falling back 6% over the past year. While sauvignon blanc still has significant 
upside in North America, it is now the turn of New Zealand’s other leading varieties and regions to 
carry the Australian market forward.

What to watch

• The 2016 harvest is well underway, and early expectations are for a larger harvest than 
the very short 2015 crop—but not as large as the record 2014 crop. Vineyard yields 
appear mixed in Marlborough, with earlier ripening subregions such as the Wairau 
reporting strong production, while vineyards located in the southern valleys appear to be 
carrying lighter crops. 
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Fertiliser

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 output 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 NZ dollar has appreciated of late, there are general expectations it could lower in the 
coming months, which could put some pressure on retail prices.

What to watch

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



150

200

250

300

350

400

450

500

550

U
SD

/t
on

n
e

Urea DAP

Weakness Likely to Remain in Fertiliser Prices 

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

Source: Bloomberg , Rabobank, 2016



FX

Market Outlook 
New Zealand’s household economy remains in reasonable shape, but uncertainties in the 
global economy and financial markets have taken a toll. 

Consumer confidence moved back below its ten-year average level in the March quarter, 

providing a slight headwind for retail sales. The Reserve Bank of New Zealand (RBNZ) is due to 

next meet on 28 April, when it will undoubtedly be paying especially close attention to the 

upcoming consumer price inflation and labour force surveys for the March quarter—not to 

mention the NZ dollar, which is now trading over USc 2 higher since the RBNZ cut rates last 

month. 

What to watch

• We forecast NZD/USD falling towards 0.61 on a 12-month view. The recent rebound in 
the NZ dollar has been largely due to some improvement in global investor risk appetite, with 
the US Federal Reserve distancing itself from the aggressive interest rate-tightening path that it 
had previously outlined. 
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Oil & 
Freight

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. 

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. 
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Agri Price Dashboard
As of 21 April 2016 Unit MOM Current Last month Last year 

Grains & Oilseeds

CBOT Wheat USc/bu ▲ 504 467 501

CBOT Soybeans USc/bu ▲ 1,010 902 975

CBOT Corn USc/bu ▲ 395 370 373

Australian ASX EC Wheat AUD/tonne ▲ 275 273 301

Australian Canola AUD/tonne ▲ 513 497 494

Beef markets

Eastern Young Cattle Indicator AUc/kg cwt ▼ 547 586 439

Feeder Steer AUc/kg lwt ▼ 299 317 242

North Island Bull 300kg NZc/kg cwt ▼ 515 540 555

South Island Bull 300kg NZc/kg cwt ▼ 450 490 495

Sheepmeat markets

Eastern States Trade Lamb Indicator AUc/kg cwt ▲ 555 522 524

North Island Lamb 17.5kg YX NZc/kg cwt ▲ 495 485 515

South Island Lamb 17.5kg YX NZc/kg cwt ▼ 465 470 505

Venison markets

North Island Stag NZc/kg cwt ▲ 750 745 635

South Island Stag NZc/kg cwt ▲ 745 735 623

Dairy markets

Butter USD/tonne FOB ▼ 2,700 2,750 3,350

Skim Milk Powder USD/tonne FOB ▼ 1,725 1,738 2,425

Whole Milk Powder USD/tonne FOB ▼ 2,025 2,063 2,688

Cheddar USD/tonne FOB ▲ 2,600 2,550 3,500

Source: Bloomberg, Rabobank, 2016



Agri Price Dashboard
As of 21 April 2016 Unit MOM Current Last month Last year 

Cotton markets

Cotlook A Index USc/lb ▲ 70 65 70

ICE #2 NY Futures (nearby contract) USc/lb ▲ 63.8 58.17 62.62

Sugar markets

ICE Sugar #11 USc/lb ▼ 15.6 16.3 12.4

ICE Sugar #11 (AUD) AUc/tonne ▼ 440 474 355

Wool markets
Australian Eastern Market Indicator AUc/kg ▼ 1,220 1,225 1,130

NZ Coarse Crossbred Indicator NZc/kg ▼ 564 579 493

NZ Fine Crossbred indicator NZc/kg ▼ 573 590 560

Fertiliser
Urea USD/tonne FOB ▼ 208 215 275

DAP USD/tonne FOB • 360 360 463

Potash USD/tonne FOB ▲ 241 238 315

Other
Baltic Dry Index 1000=1985 ▲ 669 398 601

Brent Crude Oil USD/bbl ▲ 44 42 63

Economy/currency
AUD vs. USD ▲ 0.779 0.758 0.771

NZD vs. USD ▲ 0.698 0.676 0.767

RBA Official Cash Rate % • 2.00 2.00 2.25

NZRB Official Cash Rate % • 2.25 2.25 3.50

Source: Bloomberg, Rabobank, 2016
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