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Market Commentary  
 
Sugar  
 
The past fortnight has been fairly up and down in the raw sugar market as the OCT14 contract rolled off the board 
and prices finally halted the seemingly endless slide they had been on. Week one saw a stunning rally in the prompt 
month, OCT14 climbing from the canvas and adding 191 points, while MAR15 and MAY15 gains were a little more 
modest owing to a significant strengthening of the Oct/Mar spread. The final couple of days were a little quieter for 
OCT14 which eventually rolled off the board at 15.48 c/lb. With the expiry now out of the way the new prompt 
contract has struggled to hold ground over the last few days and ends the fortnight near to where it began, with 
downside risk certainly more prominent than upside. 

As mentioned, spreads narrowed significantly as they approached expiry.ith much of the tonnage already rolled 
down the board market chatter of some Chinese offtake of the ‘low quality’ Thai Raws buoyed market sentiment 
somewhat. However, once expiry had occurred and the volume that had been delivered to the October tape was 
more apparent the bearish momentum descended once again.  

UNICA figures released in the first week finally started to show signs that the Brazil crush was slowing as 
anticipated. Figures showed the first half of September down to 39.9 million tonnes of cane processed compared to 
47.4 for second half of August,  translating to half a million tonnes less of sugar (2.5 million). Production is, of 
course, expected to wind down now we are past the peak of crushing, but next fortnight’s figures will provide more 
insight into whether this is the beginning of the ‘production cliff’ many are expecting Brazil to fall off. 

Sugar has endured a tough couple of months, with market sentiment at rock bottom as we struggle to battle over 
supply and weak demand. Unfortunately with a weakening real and continuing hangover of Thai Raws (an 
estimated 500,000 tonnes still to find homes) the negative sentiment looks set to remain for the short term. 

Currency 
 
The move lower in the currency seen over the last month has finally started to abate. This was inevitable given the 
rapid pace of the A$ sell-off (down over 600 points since the beginning of September). 

US data continues to print strongly, providing the USD index plenty of support in moving up to the 85.75 cent level. 
Commodity currencies really have been struggling to find a stable footing recently but it does appear at least for 
now that the Aussie has bounced off a key support level around 0.8660. Whether this is a temporary pause or the 
market finding a bottom remains to be seen. 

Medium term, the market will continue to follow general US$ strength in anticipation of the Fed raising rates 
potentially early in 2015. Downside risk for the A$ remains with only small positives in local and Chinese data able 
to stem the momentum. For the short term we expect to see some consolidation around these levels with many 
happy to take profits and continuing appetite for Aussie buyers keen to take advantage of still present yield 
differentials. 
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