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Cocoa Supply – Demand Outlook and Strategy Update 

Futures Price Update: 

• March futures prices firmed to around $2485 a tonne in early
December, $5 above a month ago, but $150 below a year ago.

• March futures prices have ranged from $2333-2602 a tonne in the past month.

Key Supply – Demand Factors: 

• The International Cocoa Organization (ICCO) last week estimated that there was a
global cocoa surplus of 212 thousand tonnes for the 2020/21 season, down from a
previous projection of 230 thousand tonnes.

• Cocoa arrivals at ports in Ivory Coast reached about 747 thousand tonnes by
December 5, down 10.1 percent from a year earlier, exporters estimated.

• The main cocoa crop harvest has improved in Nigeria from a month ago, officials and
traders said last week.

• Ivory Coast's main cocoa crop is likely to finish low, buyers and farmers said.

• The government of Ivory Coast is in a battle to save cocoa-ravaged forests, European
Union officials say.

Summary of Key Factors: 

• The International Cocoa Organization last week estimated that there was a global
cocoa surplus of 212 thousand tonnes for the 2020/21 season, down from a previous
projection of 230 thousand tonnes. The ICCO forecast 2020/21 global cocoa
production at a record 5,175 thousand tonnes, 34 thousand above its previous
forecast, and 9.3 percent above a year earlier. Production in Africa surged during the
season, with record crops in both Ivory Coast and Ghana. The ICCO increased its
cocoa production estimates slightly for Ivory Coast and Ghana, but lowered its
forecast of Indonesia's cocoa production by 20 thousand tonnes to 180 thousand. Dry
weather and farmers switching to other crops caused the reduction in Indonesia's crop
forecast. The ICCO forecast 2020/21 global cocoa grindings at 4,911 thousand
tonnes, 51 thousand above its previous forecast, and 4.3 percent above the 2019/20
season. The opening of economies worldwide in 2021 boosted global grindings.
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• Cocoa arrivals at ports in Ivory Coast reached about 747 thousand tonnes by 
December 5 since the start of the season on October 1, exporters estimated, down 
10.1 percent from 831 thousand over the same period last season. Arrivals in the 
week ending December 5 of around 80 thousand tonnes were down from 91 thousand 
during the same week last season. Rains were below average in the week ending 
December 5 in most of Ivory Coast's cocoa-growing regions, with more needed to 
ensure the harvest is strong in February and March, farmers said. Ivory Coast is in its 
dry season from mid-November to March, when downpours are scarce. Farmers 
across the country said soil moisture remains high and that leaves are green on the 
cocoa trees, with plenty of pods ready to be harvested in January. In the center-
western region of Daloa and the central region of Bongouanou, where rains were 
below average last week, farmers said that intermittent rainfall this month would help 
to extend the harvest into February and March. We estimate Ivory Coast's 2021/22 
cocoa main crop at 1,650 thousand tonnes, about 110 thousand below a year earlier. 

• The main cocoa crop harvest has improved in Nigeria from a month ago, officials and 
traders said last week. They attributed the higher cocoa production in both the 
southwest and southeast regions to ample rainfall in September through mid-
November which boosted the development of the crop. Favorable weather conditions 
in recent months have bolstered cocoa crop prospects following a delay in rainfall 
earlier in the year, a cocoa trader said. The peak harvest of the main crop normally 
seen in November/December is shifting to December/January in the key southwest 
region and may continue into March. Nigeria's cocoa production in the 2021/22 season 
is forecast at 275 thousand tonnes, according to the president of the Cocoa 
Association of Nigeria. A cocoa processing factory has begun operations in Nigeria's 
Ondo state, the country's largest cocoa producer, a senior official said. The factory 
has a production capacity of 15 thousand tonnes per year. Around 80 percent of 
Nigeria's annual cocoa production is exported as raw beans due to low processing 
capacity in the country. 

• Cocoa production in Ivory Coast is down 10 percent from the same period last season, 
port arrival figures show, and farmers and buyers worry the trend could continue 
through the end of the main crop harvest. More than two dozen farmers and buyers 
interviewed by Reuters in Ivory Coast's primary cocoa-producing regions said output is 
already declining. What was thought to be a slow start to the season could persist 
through March, with pods and flowers developing much slower than in previous years, 
they said. One farmer said he harvested seven bags of cocoa in October, down from 
15 during the same period in 2020. In November, he filled five bags after harvesting 
13 last year. November's weak production performance has left buyers and 
middlemen at the country's main ports pessimistic for the rest of the season. 
December cocoa production may not recover significantly as farmers have just a few 
beans drying and few pods in the field. 

• The government of Ivory Coast has been cracking down on cocoa cultivators after 
decades of intensive and often illicit farming which has decimated its tropical forests. 
Leading chocolate and cocoa companies are meanwhile monitoring their own supply 
chains for illicitly grown cocoa. However, conservation efforts are falling short, 
European Union officials say. The bloc's executive arm has proposed legislation that 
would compel companies to find and fix environmental and human rights risks in their 
international supply chains -- or face penalties. Companies would be restricted from 
sourcing beans on land deforested after a certain date. The legislation is expected to 
pass in some form as soon as 2022. Chocolate and cocoa companies say they 
support new regulations, but dispute that their efforts have failed. The companies told 
Reuters that their supply chain monitoring systems, satellite surveillance, and third-
party certification give them assurance that the beans they source do not come from 
protected forests or other illegal farming operations. Tracing the origin of cocoa beans 
is extremely difficult, in part because co-ops regularly buy from growers who are not 
members. 
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Price Risk: 

• Ivory Coast's 2021/22 main crop cocoa arrivals remain well below a year earlier. Ideas
Ivory Coast's cocoa production may fall below expectations will support cocoa futures
prices in upcoming months.

• The new Omicron coronavirus variant has raised concerns about a possible slowdown
in global economic growth. Worries about weakening global economic activity will
weigh on cocoa futures prices in the months ahead.

Historical Price Action: 

• Nearby cocoa futures prices in November averaged $2453 a tonne, down $180 from a
month earlier, and $172 below the November, 2020 average.

• In 6 of the past 10 years, nearby cocoa futures have decreased from December
through April.

Price Outlook: 

• Nearby cocoa futures prices in December-March are forecast to average $2435-2510
a tonne compared with $2549 a year earlier.

• For April-June, nearby futures prices are forecast to average $2425-2500 a tonne
compared with $2401 a year earlier.

Coverage Recommendations: Cocoa, Cocoa Powder, and Cocoa Butter 

Cocoa Futures: 

Upper Tier: > $2500 a tonne -- add coverage two weeks at a time to keep 4 weeks out 

Middle Tier: $2425-2500 a tonne -- add coverage to keep 8-12 weeks out 

Lower Tier: $2350-2425 a tonne -- add coverage for an additional 4-6 weeks 

Cocoa Products Price Outlook: 

• 10/12 natural powder prices averaged 135 cents a pound in November, up 1 cent from
a month earlier, and 40 cents above a year earlier. Prices in early December were
about 135 cents a pound. Powder prices are forecast to average 133-140 cents a
pound in December-March compared with 95 cents a year earlier. Powder ratios in
December-March may average 1.18-1.23 times nearby futures.

• Cocoa butter prices averaged 247 cents a pound in November, down 22 cents from
the October average, and 31 cents below the November, 2020 average. Prices in
early December were around 239 cents a pound. Cocoa butter prices are likely to
average 247-257 cents a pound in December-March compared with 261 cents a year
earlier. Butter/bean ratios may average 2.22-2.27 times nearby futures in December-
March.
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