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World raw sugar prices have risen by 30% since mid-April, from 14.3 US c/lb to 18.8 US 

c/lb (basis July futures), reflecting perceptions of a tightening global supply/demand balance. 

The net long position of funds in New York sugar futures has reached a record level. As 

of the most recent Commitment of Traders report, the net long position of funds stands at 

243,310 lots (equivalent to 12 million tonnes of sugar). 

Looking ahead, the next few months will be all about weather—the extent to which 

it helps or hinders the current harvest in Centre/South Brazil, and the extent to which it 

changes 2016/17 crop prospects in the Asian powerhouses of China, India and Thailand. 

Regional outlook 

India 

The 2015/16 season is ending with output at an 
estimated 26.6 million tonnes, raw value, and 
the country´s sugar balance is expected to tighten further 
with a lower crop prospect for 2016/17. Imports in 2016/17 
are pencilled in at 2.0 million tonnes, marking a return to 
net importer status.  

Brazil 

The 2016/17 harvest in the Centre/South 
got off to a flying start, but rains in the 
second half of May and early June have slowed the pace 
of harvesting and of exports 

EU 

For the 2016/17 season—the last year of the 
quota regime—a beet area of below the 5-year average 
has reportedly been sown by EU beet growers. 

US 

The USDA announced an increase of 
500,000 STRV in the Overall Allotment Quantity (OAQ) 
for domestic sugar and reassigned some of the 
projected surplus sugar marketing allotments to raw 
cane sugar imports. 

China 

Output is expected to rise to 10 million tonnes 
raw value in 2016/17—versus 9.2 million tonnes in 
2015/16—on the back of an expansion in acreage 
resulting from an increase in cane prices. 

Australia 

The 2016 harvest is underway, with forecasts 
suggesting a cane crop similar to the 34.8 million tonnes 
crushed in 2015 and raw sugar production  at 4.7 to 4.8 
million tonnes.  
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Global summary 
New York No. 11 futures prices have risen rapidly over the 

last couple of months. The July 2016 contract has surged 

from 14.3 US c/lb in mid-April to 18.8 c/lb at the beginning 

of June, an impressive 30% increase in less than two months 

(see Figure 1). 

 

Fundamentals have certainly provided considerable support 

for price developments. The tail-end of major Asian region 

harvests was generally weaker than expected, prompting 

further downward revisions to 2015/16 production 

estimates for major players such as India, Thailand and 

China. Furthermore, for the Asian region as a whole, we 

currently expect a modest decline in output in 2016/17 

versus 2015/16. A similar pattern can be seen for another 

major sugar player, the EU, with a modest downward 

revision to 2015/16 production estimates, plus expectations 

of only a limited rebound in output in 2016/17. Meanwhile, 

even Centre/South Brazil—which is expected to maximise 

sugar production in the current season—has contributed to 

the short-term bullish sentiment, owing to wetter weather 

in May and early June, which has slowed the pace of the 

harvest and of exports, following a flying start to the new 

harvest.  

 

As a result of revisions, our projected deficit for 2015/16 

(Oct/Sept) has deepened to 8.5 million tonnes, raw value, and 

our preliminary view for 2016/17 points to another deficit of 

5.5 million tonnes (see Figure 2). Naturally, this implies 

significant reductions in global stocks and a corresponding 

tightening of the stocks/consumption ratio (see Figure 3).  

 

The fact that funds currently have a record net long position 

in sugar futures may also help to explain the robustness of 

prices. The funds already had a historically large net long 

position in April, and have ridden the market all the way up 

since then, so many should be sitting on some very tidy paper 

profits. 

  

Figure 1: International raw and refined sugar prices, 2011-2016 

 
Source: Bloomberg, 2016 
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Regional outlooks 

Thailand  

With El Niño taking its toll, 2015/16 sugar production came 

down to 10.4 million tonnes in raw value, decreasing close to 

1 million tonnes from 11.4 million tonnes a year ago. Sugar 

output registered is the lowest seen since 2010/11. Total cane 

crushed for this year, came in at 94.1 million tonnes, 

compared to 100.8 million tonnes in 14/15.  

Meanwhile, looking at the 2016/17 crop, Rabobank is 

expecting sugar production to increase slightly to 10.8 million 

tonnes, should a La-Niña event bring more moisture to the 

cane fields. Thailand is still suffering from the dryness and this 

will impact sugar production. While the rainy season started 

in late May, there is still insufficient water for farming. Water 

available for farming is down 29 percent from a year ago, 

according to the Royal Irrigation Department. The production 

picture should get clearer by the next quarterly update.   

On the export front, the domestic allocated quota is looking 

to be higher than last year as the Office of Cane and Sugar 

Board (OCSB) is seeking approval to increase local quota to 

2.75 million tonnes, from 2.6 million tonnes a year ago. 

Rabobank is forecasting exports for 2016/17 to decrease to 

7.8 million tonnes, down from the 8.8 million tonnes 

expected in 2015, as a combination of lower opening stocks 

and higher domestic consumption dampen export 

availability. 

In the meantime, the Ministry of Industry announced in Q1 

that it is planning a 10 year expansion strategy, by building 

new sugar mills and expanding existing facilities. If the 

strategy were to come to fruition, Thailand could be looking 

at a 180 million tonnes sugarcane crop come 2026.   

China 

Chinese sugar production for 2015/16 saw a decrease of 

about 18% to 9.2 million tonnes raw value, from 11.2 million 

tonnes recorded a year ago. Beet sugar saw an increment in 

production on year to 890 thousand tonnes, from 782 

thousand tonnes, but cane sugar witnessed a decline to 8.3 

million tonnes, from the 10.4 million tonnes produced a year 

ago. This drop in production is a result of falling cane prices 

and rising labour costs over the past few years, which are 

prompting farmers to go for crops with a higher value such as 

tobacco and bananas.  

On the other hand, with domestic consumption likely to 

increase marginally to around 17 million tonnes, imports are 

expected to increase to cover the deficit. Rabobank is 

expecting official imports to be at 4.9 million tonnes, with the 

remainder of the gap between production and consumption 

being met by stock drawdowns and smuggled sugar.  

As for the Chinese sugar outlook into 2016/17, production is 

expected to improve to 10 million tonnes, on the back of 

expansion in acreage, due to better cane prices. For 2015/16, 

the cane purchase price was set at CNY 440/tonne, up 10% 

from CNY 400/tonne in 2014/15.  

Meanwhile, it has been reported that the Guangxi local 

government has started providing sugarcane farmers with 

subsidies for farm inputs which could boost cane production. 

Guangxi is the largest producer of Chinese sugarcane. In 

addition, beet farmers are expected to continue to plant beet 

as its purchase price remains attractive when compared to its 

competitors. Henceforth, we are hopeful that 2016/17 sugar 

production in China will see better results year-on-year, 

excluding any weather exigencies. 

Figure 4: Chinese white sugar prices (Guangxi) Jun 2011-Jun 2016 

CNY/tonne 

 
Source: Bloomberg, 2016 
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Indonesia 

Production of sugar for 2015/16 is slightly higher on year at 

2.4 million tonnes in raw value, versus the 2.2 million tonnes 

recorded in 2014/15. With the marginal increase in 

production, Indonesia continues to import its sugar 

requirements, as consumption is still expected to grow at a 

normal rate of 3-4%. Indonesia is expected to import close to 

3.5 million tonnes of sugar in 2016, based on the total import 

quota projected by the government. So far, permits 

amounting up to 1.94 million tonnes have been announced 

for the first and second quarters of 2016. Compared to a 

similar period a year ago, total permits allocated were at 1.3 

million tonnes. The total import quota permits for 2016 are at 

3.22 million tonnes, down from 3.55 million tonnes a year ago.  

Looking ahead, with production expecting to stay stagnant 

and consumption still growing, Indonesia is expected to see a 

slight increase in imports to 3.7 million tonnes in 2016/17.  

India 

The world’s second largest producer is expected to see sugar 

production for 2015/16 at 26.6 million tonnes in raw value 

terms, according to latest official statistics from the Ministry of 

Agriculture. This is up marginally from the 26.5 million tonnes 

produced in 2014/15. Domestic consumption for 2015/16 is at 

25 million tonnes, down slightly from 26.2 million tonnes a 

year ago, while exports stayed stagnant at 2.65 million tonnes 

on year. Ending stocks are expected to be drawn down from 

6.2 million tonnes to 5.8 million tonnes.  

As a result, India’s balance sheet for the current year is tighter 

than before, as demonstrated through its domestic prices. The 

Indian government, in anticipation of a sugar deficit situation, 

has revoked an order to export excess sugar from the mills to 

curb any widening deficit. In addition, the government has 

also imposed restrictions on how much sugar the big 

industrial users can keep. 

For 2016/17, India’s sugar production is likely to decrease to 

23 million tonnes (25.0 million tonnes raw value) as drought 

hit main growing regions such as Maharashtra and Uttar 

Pradesh, leaving farmers unable to plant cane. As such, with 

consumption forecasted to grow marginally to 25.5 million 

tonnes, India is looking to import 2.0 or more million tonnes 

to cover the deficit. 

Brazil 

The 2016/17 harvest in the Centre/South got off to a flying 

start, with the latest data from UNICA showing that cane 

milled by mid-May was 109 million tonnes, versus 69 million 

tonnes at the same date in 2015/16. Meanwhile, sugar 

production to mid-May 2016 was 5.3 million tonnes, double 

the 2.7 million tonnes produced to mid-May last season. This 

tremendous difference in performance was made possible by 

a combination of an early start to the campaign plus very dry 

weather in April and the first ten days of May. 

The second half of May and the first few days of June have 

seen above-average rainfall in many important cane-

producing regions. In the short term, this has slowed the 

Figure 5: Indian white sugar (USD 30) wholesale prices (Mumbai), Jun 2011-Jun 2016 Figure 6: Brazil sugar and ethanol prices 

INR/tonne BRL/50 kg BRL/litre 

  

Source: Bloomberg, 2016 Source: CEPEA, 2016 
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progress of field operations, of production, and of exports, 

providing additional fuel to propel New York sugar futures 

(basis July) higher. However, these rains also have 

consequences for the longer term perspective. Until their 

arrival, there was concern that the dry conditions to date, 

and their possible extension if the region were to 

experience a significant La Niña effect, could reduce cane 

yields at the tail-end of the current 2016/17 campaign and 

limit the yield potential of the 2017/18 crop. These concerns 

have now eased, at least for the time being.  

As is normal at this stage of the campaign, there are a range 

of opinions regarding the various factors that will ultimately 

determine Centre/South sugar production in 2016/17. Given 

current and expected values for sugar, ethanol and the 

exchange rate, sugar production is by far more attractive for 

mills than ethanol production. So everyone expects the 

industry to maximise sugar production this season—but 

estimates of what this means in terms of production vary 

depending on assumptions about cane milled, cane quality, 

the extent to which weaker players will still need to focus on 

ethanol in order to maintain liquidity, and the industry´s 

installed crystallisation capacity.  

In practice, this means that current projections of the 

region´s sugar production vary from a little above 34.0 

million tonnes to as much as 36.5 million tonnes. The 

difference is small in percentage terms, at around 7%, 

especially given that the campaign has only recently started. 

However, the difference is significant—as much as two and 

a half million tonnes of sugar—in relation to the projected 

global deficit and in its implication for the volume of sugar 

trade flows. 

Rabobank´s current projection of 2016/17 Centre/South 

sugar production is 34.6 million tonnes. We believe that the 

tightening of credit conditions over the past year, associated 

with the deterioration of Brazil´s economy, will prevent 

weaker mills from maximising sugar production, despite the 

attractive sugar/ethanol arbitrage. As was the case last year, 

for such players maintaining liquidity will be of paramount 

importance. 

EU 

Total EU sugar production for the 2015/16 season is estimated at 

15.1 million tonnes raw value, which is 0.2 million tonnes lower 

than our previous number, due to final numbers in some 

countries turning out lower than previously anticipated. The 

bloc’s total production is 20 percent lower than the 2014/15 

season, chiefly due to a decrease in beet area and average beet 

yields. Most notable anomalies were reported in the UK and 

Germany with output of 1.0 million tonnes and 3.2 million 

tonnes, respectively—some of the lowest figures these countries 

have seen over the past decades. 

Whereas the domestic beet sugar supply is still controlled by the 

quota regime, imports from third countries are key in order to 

have adequate supply on the EU sugar market. With the 

premium between the EU and world price becoming tighter, 

the interest for exports to the EU seems lower than in previous 

years. The strongest decrease can be seen in the EPA/EBA 

supply, which generally accounts for 65-75 percent of EU 

imports. Supply from these developing countries has been 

lagging behind average volumes, with 25 percent, or 350,000 

tonnes, less in the period October 2015 – April 2016 when 

compared to last year. Imports from other origins, including 

those under the CXL quotas, have been higher than last year, 

but up until now not enough to compensate for the drop in 

EPA/EBA supply, therewith keeping supply in the bloc tight.  

Looking at the forecast for ending stocks by September 2016, 

the level is considerably below the 5-year-average with 1.2 

million tonnes white value, if one were to combine quota and 

Figure 7: EU refined sugar prices, Jan 2012-May 2016 

Index, Q1 2007=100 

 
Source: Bloomberg, European Commission, 2016 
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out-of-quota stocks together. While some stakeholders have 

been pushing the European authorities to take action in order to 

boost supply through additional imports or through conversion 

of out-of-quota to quota sugar, the majority of EU countries 

seem to be confident with supply in the bloc to bridge across to 

the next season. In view of uncertainty regarding the 

development of EU sugar consumption, as well as the limited 

increase in EU sugar prices over the past months, the European 

Commission will not be introducing any market measures at this 

point. When moving closer to the final year of the quota regime, 

expectations for the authorities to intervene in the market will 

be tempered as the bloc moves toward liberalisation.  

The current supply situation and foreseen ending stocks seem to 

have a limited effect on the EU average price so far. Over the 

past 18 months, the reported EU sugar price has remained fairly 

stable hovering around EUR 415-435 per tonne. The latest 

reported average price by the European Commission was EUR 

433 in the month of March 2016. On the other side, in the period 

between September 2015 and May 2016, the global white sugar 

price increased by more than 40 percent, therewith decimating 

the premium between EU and global prices. Whereas the 

premium was at EUR 80/tonne by February 2016, by the end of 

May 2016 the difference might be approaching nil. This 

development of the past quarter may affect import flows during 

the tail of the 2015/16 season, therewith impacting stock levels 

and supply in the bloc, subsequently pushing prices up.  

During the past weeks, several sugar producers published their 

results, giving an impression of how the industry is performing 

in the current market environment. Revenues and margins 

remain under pressure, but companies indicate that the market 

recovery will positively impact their future earnings as prices are 

picking up. The consensus seems to be that the markets are 

recovering further, leaving room for earnings improvement 

ahead of the uncertain situation that the bloc will face in less 

than 500 days from now, when the quota regime is terminated.  

Looking ahead to the 2016/17 season—the last year of the 

quota regime—a beet area of below the 5-year average has 

reportedly been sown by EU beet growers. Industry sources 

indicate that the beet area, when excluding sugar beet for 

ethanol, will be between 1.35 and 1.4 million hectares. The final 

sugar output will, apart from the beet area, depend on the 

weather and subsequent yields, campaign progress and share of 

beets transferred into ethanol, which are all factors that are 

difficult to forecast. Assuming average yields and other factors 

remain constant, a sugar production of between 16.5 million 

tonnes and 17 million tonnes seems credible. All in all, the 

coming period will be see plenty of uncertainty for stakeholders.  

US 

In early May, the USDA began the balancing act of managing 

the US sugar supply and demand. On 5 May, the USDA 

announced an increase in the fiscal year (FY) 2016 tariff-rate 

quota (TRQ) for speciality sugars and set the FY 2017 TRQ raw 

and refined sugar. The 22,046 short ton raw value (STRV) increase 

in the 2016 TRQ is the result of increased domestic demand for 

organic sugar and other speciality sugars. This increase did little 

to satisfy the desire for an increase in the raw sugar TRQ that 

domestic sugar users and some refiners had. Also, the USDA 

established the FY 2017 TRQ at 1,231,497 STRV. This the 

minimum required of the US under the Uruguay Round of the 

WTO. 

Then, on 17 May, the USDA announced an increase of 500,000 

STRV in the Overall Allotment Quantity (OAQ) for domestic sugar 

and reassigned some of the projected surplus sugar marketing 

allotments to raw cane sugar imports. This action was taken 

according to the USDA; “to maintain an adequate sugar supply 

in an uncertain market…the uncertainty is in part due to 

legislative inaction on GE labelling legislation and lack of 

consumer information about genetic technology”. Of the 

500,000 STRV domestic cane sugar supply reassigned; 300,000 

STRV is reassigned to imports already expected to enter the US, 

140,000 STRV is designated for an increase for WTO quota 

holders and 60,000 STRV to sugar is expected to be imported 

from Mexico pending approval of the Department of 

Commerce. 

No one was particularly cheering the USDA’s action. End users 

believe the TRQ should be increased more to assure adequate 

supplies. Cane refiners who depend heavily on imports did not 

feel the changes were adequate, while cane refiners who 

depend on domestic cane thought it was too much. Likewise, 
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beet processors are concerned the market could potentially be 

oversupplied, pushing prices lower.  

Cane refiners have been talking about shortages over the past 

several months and recent sugar price action is supporting their 

contention. Published sugar prices indicate that cane sugar 

prices are trading at around USD 0.35 per lb. (highest levels since 

October 2015) while beet sugar prices are just hovering above 

USD 0.30 per lb. FOB Midwest. Add to this, the action by some 

food companies to remove GMO beet sugar from their products 

thereby increasing the demand for, and price of cane sugar, and 

the spread between cane and beet sugar continues to widen. In 

just the past 30 days, the spread has widened USD 0.02 per lb. to 

USD 0.04 per lb.  Many in the trade believe this spread will begin 

to narrow and historically USD 0.04 has been the upper limit.   

However, this is different from just a supply-driven price move. 

Cane sugar price action is driven by the demand for cane sugar 

and in this case, one sugar is preferred over another and price 

becomes a non-issue. The delivery of cane sugar for human use 

has always been greater than beet sugar and beet sugar use 

does change with prices. However, when looking at current 

deliveries for human consumption for the first six months of the 

crop year, cane sugar deliveries are up 4.7%, while beet sugar 

deliveries are down 6.9%. As Figure 9 shows, cane sugar use 

continues to show growth, while beet sugar consumption is at 

best flat to declining. The growing preference for cane is likely 

being driven by consumer perception that cane sugar is more 

‘natural’ than beet sugar, plus certain end users (most notably 

Hershey) are moving away from GMO beet sugar. In the short 

term, we expect the cane/beet spread to stay wide and cane 

prices to remain strong.  

Australia 

The 2016 Australian cane harvest is underway with mills 

progressively commencing crushing from the end of May 

through early June. Season open forecasts suggest a cane crop 

similar to the 34.8 million tonnes crushed in 2015. If sugar 

content remains near average levels, this would see raw sugar 

production reach between 4.7-4.8 million tonnes this season.  

While the wet season failed to bring average rainfall, some 

welcome late summer rain has assisted crop development and 

supported yield expectations for the 2016 crush. The Burdekin 

region, expected to produce almost a quarter of the cane crop 

has forecasted average yield to increase by 3% YOY. 

Weather will remain a risk through the next few months with 

smooth processing of such a large crop requiring dry conditions. 

As the El Niño pattern transitions to neutral or potentially La 

Niña, so too increases the potential for wet harvest conditions. 

According to the Bureau of Meteorology, forecast rainfall in 

Central and North Queensland has a 60-70% chance of 

exceeding median rainfall June – August.  

As production levels rose in 2015, exports are also 

expected to increase to over 3.5 million tonnes in 2015/16. 

Korea returned to the top of Australian export markets in 

2014/15 with more than 1 million tonnes shipped and this 

strength is expected to continue in 2015/16. There is an 

expected decline in expected volumes to be sent to 

Indonesia, Australia’s second largest market in 2014/15 

(Jul-Jun) with the preferential access of Thai sugar under 

the ASEAN AEC.  

Figure 8: US Cash Cane & Beet Sugar Prices Figure 9: US Sugar, Human Use Deliveries Year-to-Date, Oct-Mar 

USD/lb Million short tons, raw value 

 

 
Source: Milling & Baking News and Food Business News, 2016 Source: USDA, 2016 

 

0.23

0.25

0.27

0.29

0.31

0.33

0.35

0.37

0.39

0.41

03
/2

2/
13

05
/2

2/
13

07
/2

2/
13

09
/2

2/
13

11
/2

2/
13

01
/2

2/
14

03
/2

2/
14

05
/2

2/
14

07
/2

2/
14

09
/2

2/
14

11
/2

2/
14

01
/2

2/
15

03
/2

2/
15

05
/2

2/
15

07
/2

2/
15

09
/2

2/
15

11
/2

2/
15

01
/2

2/
16

03
/2

2/
16

Midwest beet Cane

0.0

0.5

1.0

1.5

2.0

2.5

3.0

3.5

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16

Beet sugar Cane sugar



 
 

Rabobank Sugar Quarterly Q2 2016 – June 2016            Page 8 of 9 

Marketing arrangements for the 2017 season remain 

uncertain across a number of key sugar growing regions, 

however with the improved prices in May, both with the 

increase in the NY No. 11 and depreciation of the 

Australian dollar, pressure is mounting for cane supply 

agreements to be reached between cane farmers and 

those mills who have exited their QSL Raw Sugar Supply 

Agreements. There has been some progress in May with 

MSF signing agreements with growers in the 

Maryborough region in central QLD.  Discussions remain 

ongoing between QSL and the mills to finalise supply 

agreements for the portion of Grower Economic Interest 

raw sugar that is allocated to QSL for marketing.  

Global outlook 

Rabobank expectations 

 

Arrived ahead of schedule? 

Our (simple) model of global prices indicates that a price of 18 

US c/lb is perfectly reasonable for 2016/17 given our current 

view of global fundamentals—a deficit of 8.5 million tonnes raw 

value in 2015/16 (Oct/Sept), followed by another deficit of 5.5 

million tonnes raw value in 2016/17. 

 

With nearby sugar futures at 18.8 US c/lb at the time of writing, it 

appears we´ve arrived early. So what´s going on? Of course, it 

could be that our numbers and/or our model are simply wrong, 

or too crude, and the market reflects a different or more 

nuanced view of the future. Alternatively, it could be that 

sentiment has moved way ahead of the fundamentals, either 

anticipating them or overshooting them—it would hardly be 

the first time. 

 

So where to from here? 

It is obvious that for many of the ‘big’ numbers that contribute 

to expectations for the 2016/17 global balance, projections are 

very preliminary. Centre/South Brazil´s 2016/17 harvest still has 6 

months or more to run; the Indian, Thai and Chinese 2016/17 

harvests will only begin towards the end of this year. In the 

section above, we mention that our preliminary forecast of the 

global supply/demand balance in 2016/17 is a deficit of 5.5 

million tonnes. It is worth highlighting that our current 

projection of global production for 2016/17 is 180.6 million 

tonnes raw value. Thus, if we were to revise our global 

production forecast up by 3%, our current projected deficit for 

2016/17 would disappear, and if we were to revise the 

production forecast down by 3%, our current projected deficit 

would double. 

Upside influences 

With the current sentiment, the market is one shock away from 

breaking through the 20 US c/lb. level. As implied above, 

weather influences on the development of key crops will be 

Figure 10: Australian cane and raw sugar production 

million tonnes 

 
Source: ABARES, Rabobank 2016 
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followed closely. Meanwhile, in Centre/South Brazil, there are 

concerns that a heavy flow of grains for export, encouraged 

recently by higher world prices, could cramp logistics on roads, 

on rails and in the ports. Extra costs and/or short-term dips in 

export availability would have a knock-on impact on prices. 

Downside influences 

Many fund players must be delirious with the returns that sugar 

has generated over the last two months. But while these returns 

look good on paper, they remain vulnerable to the volatility of 

markets. In this sense, we believe that today´s record fund net 

long position makes the sugar market vulnerable to any kind of 

macroeconomic shock that could sour general sentiment with 

regard to commodities. Prices would certainly come under 

pressure in the event of any collective rush for the exit. 

 

A stronger US dollar could also pressure dollar-denominated 

commodity prices, and for this reason the evolution of US 

interest rates in the coming months – Rabobank currently 

expects a rise in US interest rates during Q3 2016 – could also 

have some influence on commodity price levels via any knock-

on impacts on the value of the dollar versus other currencies. 
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