
 

 

 

 

 

 

 

MOROSE CLIMATE FOR AGRICULTURAL COMMODITIES 
 

STUDY SYNTHESIS - OCTOBER 2015 
 

 

The FAO food price index shows an overall decrease of 17% between 2014 and 2015, with a decline 

in all components (meat, cereals, oils, milk and sugar). After a ten-year cycle of steady increase, are 

agricultural commodity prices embarking on a new cycle?  

We present here a synthesis of the recent study: “Economic outlook on main agricultural 

commodities”, available for our partners on our website www.unigrains.fr 

 

 

With a few exceptions, prices for commodity crops are in a cycle trough 

 

Grain market fundamentals are heavy, with abundant supply from cereal and soy-producing 

countries in the northern hemisphere, fierce competition among exporters in international markets 

and international demand tending to slow down. Prices are bottoming out. The one exception is 

durum wheat, for which supply is still struggling to meet demand. 

 

Coffee prices have also dropped significantly in the last 18 months, returning to more normal levels 

after the drought that plagued Latin America in 2014.  

 

On the other hand, cocoa remains at all-time highs and its balance is tending towards a second 

consecutive season of deficit. 

 

Among the products in a cycle reversal after having bottomed out in the previous season, sugar and 

potato, whose balance argues in favour of a moderate improvement. 

 

Economic turnaround and mixed trends in the livestock sectors 

 

Recent events highlighted the difficulties faced by some livestock sectors in France and in Europe, 

notably milk and pork, difficulties of a magnitude such that they prompted farmers to take action 

and political actors to step in. Overproduction in these two sectors resulted on the one hand from 

the contraction of some outlets (Russian embargo against several countries, notably EU Members, 

decline in Chinese purchases of dairy products), and on the other hand from an increase in supply 

(swine production in the EU, milk collection worldwide and in particular in some EU countries 

following the removal of quotas). in France, measures were taken to support the prices paid to 

producers, but with still heavy market fundamentals and intense competition between EU countries, 

pork prices were readjusted and started to fall again. 

 

Conversely, the egg sector recorded an upturn, with a sharp increase since June after two years of 

low prices. This increase is linked to the outbreak of bird flu in the United States, opening up new 



 

 

business opportunities for European exporters. Salmon, by contrast, retreated from its record highs 

of H1 2014, the Russian embargo against Norway contributing to rebalance the market. Dairy cow 

meat prices entered a period of seasonal decline and will come under pressure as the number of 

culled dairy cows in Europe gathers pace. 

 

The animal health context (with questions about the United States’ resumption of egg production 

and the impact of sheep bluetongue disease on the ruminant sector in France) and climate context 

(impact of El Niño on milk production in Oceania) are factors to keep an eye on as they will also play 

on market balance. 

 

A lacklustre macroeconomic backdrop for commodities, agricultural or otherwise? 

 

Macroeconomic conditions are currently not met for commodities to stage a sharp increase and no 

turnaround scenario seems to be emerging in the short term. 

 

Among the main exogenous factors influencing the prices of agricultural commodities, four elements 

should be closely watched: 

 

1. Global economic growth. Global growth is struggling to regain pre-crisis (2007-2008) levels. 

The main concerns are centred on emerging countries, primarily Brazil and Russia. Meanwhile, China 

has been recording its lowest growth levels in 25 years, bearing in mind the country accounts for 

more than 60% of global purchases of soybeans and is a big buyer of feed grains such as barley and 

sorghum, vegetable oils, milk powder and pig meat.  

 

2. Currency fluctuations. The depreciation of a large number of currencies against the dollar is 

boosting the export competitiveness of agricultural commodity-producing countries, putting 

pressure on international prices. 

 

3. Oil prices. Experts agree that oil prices will remain depressed for the long term due to supply 

pressure. There is a strong correlation between oil prices and agricultural commodity prices: directly, 

on the one hand, since some of them compete with diesel and petrol, via vegetable oils and ethanol; 

indirectly, on the other hand, as countries depending on oil wealth are finding it increasingly difficult 

to bring in foreign currencies. This can affect their international purchases of agricultural 

commodities.  

 

4. The behaviour of investment funds. Their general risk aversion triggers massive selloffs of 

the riskiest assets, i.e. equities and commodities, agricultural or otherwise.  

 

 

Agricultural commodity prices are subject to high volatility due to weather conditions 

 

Despite a combination of exogenous and endogenous factors that were rather bearish for 

commodity prices, volatility has risen significantly since the summer of 2015, with growing concerns 

about the negative impact of El Niño on agricultural production. This phenomenon is warming the 

tropical Pacific Ocean, resulting in a disruption of precipitation patterns. Schematically, it causes 

drought in South East Asia, Oceania and Africa and floods in America. Meteorologists expect a more 

pronounced episode than usual, with a peak between October 2015 and January 2016.   

 

Some products such as palm oil, rice, cocoa, sugar cane and coffee are potentially more at risk. But it 

is not so much the intensity of the phenomenon that counts as its actual timing. 
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