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Coffee prices in August fall to 57-month low

International coffee prices have been experiencing a downward trend in the last two years, averaging
102.41 US cents/Ib in August 2018, a 20.1% drop compared to August 2017. The last time the monthly
composite indicator price was lower than 102.41 US cents/Ib was in November 2013, when it recorded
100.99 US cents/Ib. This decline is linked primarily to market fundamentals, though other factors, such
as exchange rate movements and futures markets, are also playing a role. Total exports in July 2018
amounted to 10.11 million bags in July 2018, compared with 9.66 million in July 2017. Exports in the
first 10 months of coffee year 2017/18 (Oct/17 to Jul/18) have increased by 0.9% to 101.2 million bags,
compared to 100.34 million bags in the same period in the last coffee year.

Figure 1: ICO composite indicator daily prices
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Coffee prices continued their downward trend as the monthly average of the ICO composite indicator
fell to 102.41 US cents/lb in August 2018, 4.5% lower than in July 2018 and 20.1% lower than in August
2017. This represents the lowest monthly average composite indicator since November 2013, when it
reached 100.99 US cents/Ib and the lowest monthly average for August since 2006, when the monthly



indicator price was 95.78 US cents/lb. In August 2018 the daily composite indicator moved within a
range of 98.63 US cents/lb and 106.65 US cents/Ib. The fall to 98.63 US cents/Ib on 31 August was the
lowest daily price since 14 November 2013 when it was 98.11 US cents/lb.

Figure 2: ICO group indicator daily prices
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Prices for all group indicators fell for the third consecutive month in August 2018. The largest
decrease occurred in the average price for Brazilian Naturals, which fell by 5.5% to 104.46 US cents/lb,
followed by a decline of 4.4% to 80.74 US cents/Ib for Robusta. Other Milds decreased by 4.1% to
125.21 US cents/lb, while Colombian Milds fell by 2.9% to 129.99 US cents/lb. This increased the
differential between Colombian Milds and Other Milds by 44% to 4.78 US cents/Ib due to the less
marked decrease for Colombian Milds. The average arbitrage in August, as measured on the New York
and London futures markets, fell by 6% to 36.18 US cents/Ib, which is the second consecutive month
of decrease. However, intra-day volatility of the ICO composite indicator price increased by
0.4 percentage points to 5.2% as intra-day volatility for all indicators increased.
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Figure 3:  Arbitrage between New York and Figure 4: Rolling 30-day volatility of the ICO
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After rising near the end of 2016, reaching 145.82 US cents/lb in November 2016, coffee prices have
trended downward, with increases in only five of the last twenty months. It is useful to compare the
development of coffee prices in both real and nominal terms to understand better the current
situation compared to previous cycles of low coffee prices. Figure 5 compares the ICO composite
indicator price in nominal and real terms since 1990, i.e. the period in which coffee has been traded
on the free market, after the end of ICO economic clauses. The longest period of low prices in both
real and nominal terms was between 1999 and 2004. This figure shows that the current price in real
terms is still around 7 US cents/Ib above the most recent drop in the international coffee price in
November 2013 and 32 US cents/lb above the lowest price of September 2001.
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Figure 5: Monthly ICO composite indicator price (base year = 2000%*)
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*Prices deflated using the UN index of manufactured goods exported by developed economies

Market fundamentals are one of the drivers of the current low prices with a number of producing
countries expected to harvest bumper crops. Total world production for crop year 2017/18 is
estimated at 158.6 million bags in 2017/18. Nonetheless, production is expected to increase by 14.2%,
to 78.4 million bags in 2018/19 for countries with an April-March crop year. The 2018/19 production
for this group of countries started in April 2018, and is currently being sold on the world market.
Production in the remaining countries has steadily increased since 2012/13, with production in
2017/18 estimated 7.6% higher at 89.96 million bags following a 1.1% increase to 83.59 million bags
in 2016/17.

In contrast to production, which significantly fluctuates from season to season while following an
overall upward trend, world coffee consumption has steadily grown at an average annual rate of 2%,
increasing from 90.28 million bags in 1990/91 to an estimated 162.12 million bags in 2017/18. The
largest gains are expected to occur in South America, where consumption is estimated at 26.97 million
bags, 3.3% higher than in 2016/17 with much of the growth attributed to Brazil. Consumption in Asia
& Oceania is estimated 3% higher, at 35.8 million bags, while consumption in North America is
estimated 2.6% higher, at 30.34 million bags.
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Figure 6: World coffee production and consumption
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Total exports in July 2018 increased by 4.6% to 10.11 million bags, compared to July 2017. Exports
of Colombian Milds grew by 8%, to 1.18 million bags, and Brazilian Naturals grew by 11.5%, to
2.38 million bags, while Other Milds fell by 2.4%, to 2.57 million bags. Shipments of Robusta increased
4.7%, to 3.99 million bags. Total coffee exports for October 2017 through July 2018 were 0.9% higher
than those in the same period one year ago. This growth was led by increased shipments of Robusta,
which reached 37.81 million bags, 3.6% higher than one year ago, and of Other Milds, which grew by
3.5% to 23.69 million bags. In the first 10 months of coffee year 2017/18, exports of Colombian Milds
and Brazilian Naturals decreased by 4.8% to 11.66 million bags and 2.3% to 28.04 million bags,
respectively.

Brazil’s exports grew 24.2% to 2.33 million bags in July 2018, which greatly contributed to the
increased shipments of Robusta and Brazilian Naturals. In the first 10 months of 2017/18, its exports
were 4% lower than in October 2016 to July 2017. While total exports in May 2018 were much lower
than in previous years due to a nationwide trucking strike, shipments of all forms of coffee recovered
in the following two months reaching 4.9 million bags, which is 19.9% higher than in 2017 and 10.3%
higher than in 2016, encouraged by a sharp depreciation in the Real since the start of the year. In July
2018, green Arabica shipments increased 5.8%, to 1.67 million bags, compared to July 2017, while
green Robusta exports reached 366,663 bags in July 2018, compared with 19,825 bags in July 2017
and 38,238 bags in July 2016. Brazil’s current shipments are coming primarily from its new crop, which
began to be harvested in April 2018 and is expected to be larger than in 2017/18, as Arabica
production is in an on-year of its biennial cycle and Robusta production has recovered from the
drought in previous years.
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In July 2018, Vietnam’s exports reached an estimated 2.22 million bags, 20.7% higher than in July
2017, and is the second largest volume on record for July following July 2014 when shipments reached
2.24 million bags. Further, shipments in the first ten months of coffee year 2017/18 are estimated to
have increased by 19.5% to 24.2 million bags. The growth in exports comes from the estimated 15.5%
increase in production to 29.5 million bags for crop year 2017/18.

Figure 7: July exports
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Colombia’s exports rose by 7.5% to 1.08 million bags in July 2018. However, its total shipments for
October 2017 to July 2018 are 5.4% lower at 10.57 million bags. Total shipments for crop year 2017/18
represent 75.5% of production, which is estimated at 14 million bags. This is behind the pace of last
year’s sales when 76.3% of its 2016/17 crop was exported by July, but slightly ahead of the five-year
average of 74.4%. Colombia’s output for October 2017 to August 2018 reached 12.77 million bags,
which is 4.7% lower than the same period one year ago, according to the National Federation of Coffee
Growers of Colombia.

In July 2018, Honduras shipped 0.69 million bags, 10.8% lower than in July 2017, and total exports
in the first ten months of crop year 2017/18 are 2.8% lower at 6.44 million bags. Poor weather and
labour shortages have greatly contributed to the reduced volume of exports despite a larger crop in
2017/18, which is estimated 12% higher at 8.35 million bags compared to crop year 2016/17.
Honduras’s output has recovered greatly from an outbreak of coffee leaf rust, averaging a growth of
16.4% a year since crop year 2013/14, and surpassing Ethiopia as the third largest Arabica producer in
crop year 2016/17.
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Figure 8: July exports
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Indonesia’s exports are estimated 33.6% lower, at 4.69 million bags for October 2017 through to
July 2018. Indonesia currently has limited availability of coffee for export, as its production is
estimated to decrease for the second consecutive season, reaching 10.9 million bags in 2017/18,5.1%
lower than last season. A prolonged rainy season at the start of coffee year 2017/18 impacted yield
and hampered dry processing of coffee cherries. This has contributed to the decline in output and
exports of coffee.

Ethiopia was the sixth largest exporter in July 2018 with shipments of 0.42 million bags, 15.6% higher
than in July 2017. Further, its exports for October 2017 through to July 2018 grew 8.5% to 3.08 million
bags. Ethiopia’s production is estimated 4.8% higher at a record output of 7.65 million bags in crop
year 2017/18.
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Table 1: ICO indicator prices and futures prices (US cents/Ib)

ICO Colombian Other Brazilian
Composite Milds Milds Naturals Robustas New York* London*

Monthly averages
Aug-17 128.24 155.15 149.88 131.93 104.52 138.11 94.89
Sep-17 124.46 151.47 146.56 129.67 99.18 135.95 89.69
Oct-17 120.01 144.26 140.71 124.55 98.39 131.00 88.38
Nov-17 117.26 144.09 140.90 124.28 91.33 129.96 81.46
Dec-17 114.00 141.62 137.42 121.47 87.59 125.25 78.30
Jan-18 115.60 143.77 138.81 123.67 88.65 127.65 78.90
Feb-18 114.19 141.50 136.28 120.83 89.24 123.82 80.38
Mar-18 112.99 139.45 135.03 119.80 88.18 121.66 79.86
Apr-18 112.56 139.29 134.34 118.76 88.31 120.17 79.36
May-18 113.34 140.26 135.61 119.57 88.74 122.50 79.85
Jun-18 110.44 138.55 134.03 115.10 86.07 120.19 77.40
Jul-18 107.20 133.92 130.60 110.54 84.42 114.06 75.56
Aug-18 102.41 129.99 125.21 104.46 80.74 108.12 71.94
% change between Aug-18 and Jul-18

-4.5% -2.9% -4.1% -5.5% -4.4% -5.2% -4.8%
Volatility (%)
Jul-18 4.8% 5.1% 5.5% 6.5% 4.1% 7.6% 5.1%
Aug-18 5.2% 5.7% 6.0% 6.9% 4.4% 8.5% 5.1%
Variation between Aug-18 and Jul-18

0.4 0.6 0.5 0.4 0.3 0.9 0.0

* Average price for 2" and 3" positions

Table 2: Price differentials (US cents/Ib)

Jul-17
Aug-17
Sep-17
Oct-17
Nov-17
Dec-17
Jan-18
Feb-18
Mar-18
Apr-18
May-18
Jul-18
Aug-18

Colombian
Milds

Other
Milds

5.27
4.91
3.55
3.19
4.20
4.96
5.22
4.42
4.95
4.65
4.52
3.32
4.78

Colombian
Milds

Brazilian
Naturals

23.22
21.80
19.71
19.81
20.15
20.10
20.67
19.65
20.53
20.69
23.45
23.38
25.53

% change between Aug-18 and Jul-18

44.0%

9.2%

Colombian
Milds

Robustas
50.63
52.29
45.87
52.76
54.03
55.12
52.26
51.27
50.98
51.52
52.48
49.50
49.25

-0.5%

Other
Milds

Brazilian
Naturals

17.95
16.89
16.16
16.62
15.95
15.14
15.45
15.23
15.58
16.04
18.93
20.06
20.75

3.4%

Other
Milds

Robustas
45.36
47.38
42.32
49.57
49.83
50.16
47.04
46.85
46.03
46.87
47.96
46.18
44.47

-3.7%

Brazilian
Naturals

Robustas
27.41
30.49
26.16
32.95
33.88
35.02
31.59
31.62
30.45
30.83
29.03
26.12
23.72

-9.2%

New York*

43.22
46.26
42.62
48.50
46.95
48.75
43.44
41.80
40.81
42.65
42.79
38.50
36.18

-6.0%

* Average price for 2" and 3" positions
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Table 3: World supply/demand balance

Crop year commencing % change
2014 2015 2016 2017 2016-17
PRODUCTION 148 559 153 561 159 047 158 560 -0.3%
Arabica 86 180 90 437 103 974 97 161 -6.6%
Robusta 62 379 63 125 55073 61399 11.5%
Africa 15942 15783 16 748 17629 5.3%
Asia & Oceania 45 478 49 538 44913 48 439 7.9%
Mexico & Central America 17 188 17 237 20485 21924 7.0%
South America 69 951 71003 76 902 70 569 -8.2%
CONSUMPTION 151 954 155 876 158 901 162 116 2.0%
Exporting countries 47 197 48 260 49 241 50431 2.4%
Importing countries (Coffee Years) 104 756 107 616 109660 111684 1.8%
Africa 10710 10927 11174 11356 1.6%
Asia & Oceania 32641 33628 34745 35800 3.0%
Mexico & Central America 5236 5301 5230 5319 1.7%
Europe 51043 51 829 52 070 52322 0.5%
North America 27 363 28934 29 564 30 344 2.6%
South America 24 960 25256 26 119 26 974 3.3%
BALANCE -3395 -2315 146 -3 555

In thousand 60-kg bags

Table 4: Total exports by exporting countries

July July October-July

2017 2018 % change 2016/17 2017/18 % change

TOTAL 9 663 10111 4.6% 100 335 101 197 0.9%
Arabicas 5850 6119 4.6% 63 849 63 389 -0.7%
Colombian Milds 1090 1177 8.0% 12 249 11 660 -4.8%
Other Milds 2630 2 566 -2.4% 22 900 23691 3.5%
Brazilian Naturals 2131 2375 11.5% 28 700 28 039 -2.3%
Robustas 3813 3992 4.7% 36 486 37 808 3.6%

In thousand 60-kg bags
Monthly trade statistics are available on the ICO website at www.ico.org/trade_statistics.asp

Table 5: Certified stocks on the New York and London futures markets

Jul-17 Aug-17 Sep-17 Oct-17 Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18

New York 1.73 1.86 2.03 2.15 2.17 2.23 2.24 2.14 221 2.26 2.28 2.33 233
London 2.63 2.52 2.52 2.19 2.20 2.09 1.79 1.52 1.37 1.32 1.34 1.14 1.28

In million 60-kg bags
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