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‘Sustainable	  Cocoa’	  -‐	  £1,800	  to	  £2,200	  per	  MT	  
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The	  Cocoa	  Market	  Has	  A	  Short	  Memory…	  
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LIFFE	  2nd	  PosiJon	  Price	  
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‘Peak	  Cocoa’	  –	  2007-‐2010	  
	  

•  ‘West	  African’	  producBon	  in	  structural	  downtrend	  
	  -‐	  	  	  compeBBon	  from	  rubber	  and	  palm	  oil	  
	  -‐	  	  	  urban	  migraBon	  
	   	   	  	  
	  	  

•  Demand	  growth	  at	  or	  above	  long-‐term	  trend	  –	  2.5-‐3.0%	  p.a.	  
	  -‐	  	  	  emerging	  middle	  classes	  
	  -‐	  	  	  cheap	  powder	  

	  
	  
•  Cocoa	  in	  ‘structural	  deficit’	  
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LIFFE	  2nd	  PosiJon	  Price	  
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Long-‐Term	  Price	  Model	  
Jun-‐10	  
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West	  Africa	  Farmer	  Price	  
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Price	  Is	  The	  Best	  FerJliser	  
West	  Africa	  
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Price	  Is	  The	  Best	  FerJliser	  
Brazil/Ecuador/Nigeria/Cameroon	  
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Price	  RaJons	  Demand	  
Powder	  Prices	  Hit	  All	  Time	  (?)	  Highs	  
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‘Peak	  Cocoa’	  Revisited	  –	  2011	  

•  Sizeable	  ‘latent	  producBon	  potenBal’	  in	  West	  Africa	  &	  BENC,	  at	  
the	  right	  price	  

•  ProducBon	  response	  subject	  to	  a	  significant	  Bme	  lag	  
	  
•  Demand	  growth	  driven	  by	  a	  combinaBon	  of	  income	  and	  price	  

•  2010/11	  season	  ends	  with	  a	  350k	  MT	  surplus,	  with	  a	  secondary	  
surplus	  in	  2011/12	  	  
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‘Peak	  Cocoa’	  Revisited	  –	  2011	  

•  Sizeable	  ‘latent	  producBon	  potenBal’	  in	  West	  Africa	  &	  BENC,	  at	  
the	  right	  price	  

•  ProducBon	  response	  subject	  to	  a	  significant	  Bme	  lag	  
	  
•  Demand	  growth	  driven	  by	  a	  combinaBon	  of	  income	  and	  price	  

•  2010/11	  season	  ends	  with	  a	  350k	  MT	  surplus,	  with	  a	  secondary	  
surplus	  in	  2011/12	  

	  
	  
•  Price	  is	  the	  catalyst	  to	  generate	  ‘Sustainable	  Cocoa’	  

	  	  
	  
	  

	  
	  
	  

	  

	  	  



14	  

How	  To	  Kick	  A	  Market	  When	  It’s	  Down…	  
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CCC	  Forward	  Sales	  
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CCC	  Forward	  Sales	  
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CCC	  Forward	  Sales	  
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LIFFE	  2nd	  PosiJon	  Price	  
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Current	  Price	  Outlook	  
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CCC	  Forward	  Sales	  
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Supply/Demand	  Outlook	  
2012/13,	  2013/14,	  and	  2014/15	  
	  	  	  

2012/13e	   	  CCS	  -‐119k	  MT	   	  Consensus	  -‐100/-‐200k	  MT	  
	   	  -‐	  	  	  Are	  main	  crop	  Arrivals	  understated?	  
	   	  -‐	  	  	  Are	  mid	  crop	  Arrivals	  overstated?	  
	   	  -‐	  	  	  Will	  QIII	  Grind	  exceed	  esBmates	  (assume	  +2.5%)? 	  	  
	  	  

2013/14F	   	  CCS	  -‐129k	  MT	   	  Consensus	  -‐25/-‐200k	  MT	  
	   	  -‐	  	  	  Will	  W	  Africa	  main	  crops	  deteriorate	  further	  (assume	  +/-‐	  unch)?
	   	  -‐	  	  	  Will	  W	  Africa	  mid	  crops	  be	  above	  or	  below	  trend?	  
	   	  -‐	  	  	  Can	  ‘BENC’	  really	  produce	  80k	  MT	  more	  in	  2013/14?	  
	   	  -‐	  	  	  Will	  expensive	  buber	  lead	  to	  increased	  CBE	  usage?	  
	   	  -‐	  	  	  Can	  cheap	  powder	  sBmulate	  demand	  growth?	  

	  
2014/15T 	  	  
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What	  Price	  Is	  Needed	  For	  ‘Sustainable	  Cocoa’?	  
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The	  ‘Famous’	  Price	  Model	  
‘Fair	  Value’	  £1,600	  to	  £1,800	  per	  MT	  
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The	  ‘Index-‐Adjusted’	  Price	  Model	  
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The	  ‘Index-‐Adjusted’	  Price	  Model	  
‘Fair	  Value’	  £2,000	  to	  £2,250	  per	  MT	  
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The	  ‘Common	  Sense’	  Price	  Model	  
Target	  900-‐1,000	  CFA/kg	  
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The	  ‘Common	  Sense’	  Price	  Model	  
‘Fair	  Value’	  £1,900-‐2,100	  per	  MT	  
	  

Av	  CIF	  Price 	   	  2012/13 	  1,208	  CFA/kg	  
	  
Farmer	  Price 	   	  2012/13 	  725	  CFA/kg(60%)	  

	   	  	  
Current	  Price 	   	  Mar-‐14	  	  	   	  £1,665	  per	  MT	   	  Terminal	  

	   	   	   	   	  1,319	  CFA/kg 	   	  CIF	  
	   	   	   	   	  791	  CFA/kg 	   	  Farmer	  

	  
Target	  Price 	   	  Dec-‐14	   	  900-‐1,000	  CFA/kg 	  Farmer	  

	   	   	   	   	  1,500-‐1,665	  CFA/kg 	  CIF	  
	   	   	   	   	  £1,900-‐2,100	  per	  MT 	  Terminal	  
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LIFFE	  2nd	  PosiJon	  Price	  
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Conclusions	  

•  ‘Peak	  Cocoa’	  not	  quite	  right	  –	  	  due	  to	  ‘latent	  potenBal’	  in	  W	  Africa	  
	  
•  CCC	  Forward	  Sales	  significantly	  overextended	  downside	  move	  –	  

however,	  the	  QIV	  ‘release	  valve’	  has	  now	  gone	  
	   	   	  	  

•  Current	  725	  CFA/kg	  is	  creaBng	  forward	  ‘structural	  deficit’	  
	  
•  Too	  late	  for	  2013/14	  and	  2014/15	  –	  market	  needs	  to	  provide	  

price	  incenBve	  for	  ‘Sustainable	  Cocoa’	  in	  2015/16	  and	  beyond	  

•  We	  need	  Dec-‐14/Mar-‐15	  prices	  to	  be	  c.	  £1,800-‐2,200	  when	  the	  
CCC	  and	  Cocobod	  sell	  the	  2014/15	  crops	  forward	  

	  	  
	  
	  

	  
	  
	  

	  

	  	  


