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• Nearby sugar prices had been trading in the USc 14.5/lb to USc 15.5/lb 
range, as markets waited for news on India’s export subsidies while oil and 
the Brazilian real strengthened. But rumors, followed by confirmation on 
December 16, of India’s export subsidy program, coupled with rain in 
Brazil, may have prompted funds to reduce their long positions. 
Meanwhile, the second wave of the Covid-19 pandemic and renewed 
lockdowns are also adding uncertainties to the 2021 outlook.

• On the fundamental side, Rabobank now estimates a 1.8m metric ton, raw 
value (mtrv) global surplus for the 2019/20 (Oct–Sep) season. This 
contrasts with a 1.0m mtrv deficit projected in the last Sugar Quarterly. 
The change is a result of higher-than-expected production, especially in 
Brazil, where this year’s harvest progressed at a rapid pace. Meanwhile, our 
consumption numbers for 2019/20 are largely unchanged, registering a 
1.4% YOY drop.

• Looking ahead to 2020/21, Rabobank projects a 0.3m mtrv global deficit, 
with gains in output being offset by a projected 1.7% YOY recovery in 
global consumption. Production increases are expected in Asia –
particularly China, India, and Pakistan – and also in North America, as crops 
recover from past years’ drought. Our consumption forecasts for 2020/21 
have been lowered slightly, given the second wave of the pandemic.

• Points to watch going forward are the pace of Indian exports now that the 
subsidy arrangements are clear, the possible impact of La Niña on the 
Brazilian crop, and the extent to which the availability of vaccines against 
Covid-19 aids recovery in the global economy.

Summary
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Global Supply/Demand Balance
million metric tons, raw value

Sources: F.O. Licht, Rabobank 2020
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• India’s export subsidies for the new season have been a major swing 
factor on the international market.  After considerable delay, on December 
16, the cabinet agreed an INR 5,833/mt subsidy (USD 79/mt), covering 
6.0mmt of sugar in 2020/21. This subsidy comes in at the lower end of 
market expectations, likely making exports viable between USc 14/lb and 
USc 15/lb basis on the ICE #11 market. 

• The 2020/21 harvest has got off to a flying start, with 4.3mmt of sugar 
produced up to the end of November – up 52% YOY. Owing to the 
uncertainty around the export subsidy arrangements, early-season 
exports have to date been subdued, and ISMA reports that mills have had 
to sell sugar domestically below the minimum selling price (MSP). 

• Furthermore, the delay in the confirmation of export subsidies has 
reportedly stimulated ethanol production. Rabobank forecasts total Indian 
2020/21 production at 33.5mmt, up 17% YOY, with 1.5mmt of this, in sugar 
equivalent terms, being diverted to ethanol. Industry sources suggest that 
this number could go as high as 2.0mmt of sugar equivalent. 

• Favorable production prospects are seen for India’s 2021/22 crop, 
following a strong 2020 monsoon, adequate water levels, and the often 
wet impact of La Niña. On consumption, Rabobank anticipates a 4% YOY 
rise, with 2020/21 bringing more ‘normal’ consumption patterns as the 
dramatic impact of Covid-19 subsides.

India
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• China’s 2020/21 production is set to reach 10.5mmt, with the increase 
largely stemming from Inner Mongolian beet production. Domestic 
consumption is set to rebound toward 15.3mmt. The country’s 2020/21 
supply/demand deficit is set to expand to 4.8mmt – up 0.7mmt YOY – and 
will be met by imports and sales of state reserve.

• The signing of the Regional Comprehensive Economic Partnership (RCEP) 
should have limited impacts on Chinese imports, as the quota system is 
set to remain intact. The pace and quantity of out-of-quota imports will 
still be closely monitored by the government, at least in the short term. 
However, under RCEP, the tariff on sugar syrup could gradually drop from 
30% to zero – and thus syrup imports from Southeast Asia could increase. 

• The domestic sugar price has declined to a level near, or even below, the 
average sugar mill’s production cost, to CNY 5,200/mt to CNY 5,600/mt. 
Cost support, recovering domestic consumption, and a strong 
international sugar price should limit the downside of China’s domestic 
sugar price.

• Recent rainfall has improved Thai crop conditions marginally for 2020/21, 
with a forecast 69mmt cane harvest anticipated. Thai sugar output is set to 
fall 6% YOY in 2020/21, to 8.16m mtrv, cutting exports to near 5mmt –
down from 10mmt in 2018/19.

• A combination of 2020 rainfall and competitive cane margins – especially 
against cassava – may bolster cane volumes in 2021/22. Rabobank has a 
preliminary 2021/22 cane production estimate of 90mmt – although this 
may rise further as plantings start to get underway.

Thailand 
and China
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EU • Europe is being hit with a second wave of Covid-19, in which most 
countries are closing down the hospitality sector again. It is still uncertain 
when foodservice will normalize, as governments are waiting for infection 
rate numbers to come down. Vaccines are not expected to halt the 
pandemic before Q3 2021, but restrictions could ease before then. Given 
all uncertainties, it is difficult to predict sugar demand for 2020/21. For the 
moment, we are estimating a slight recovery of 0.5% over this year’s low 
number, provided the pandemic does not last throughout the entire year.

• The European Commission released sugar stock numbers at the end of 
September, at 3.4mmt white sugar equivalent (WSE), which is 0.2mmt 
above the same month last year. This implies consumption for 2019/10 at 
17.1mmt WSE, 1mmt more than the European Commission is currently 
carrying and 1.3% below last year, which is aligned with our previous 
forecasts. Given the lower crop this year, the EU+UK was again a net 
importer, showing a trade deficit of 1mmt, which is three times higher 
than last year.

• In terms of sugar production for 2020/21, we have further reduced our 
forecast slightly, by 0.1mmt, to 15.6mmt WSE or 16.9m mtrv (excl. ethanol), 
due to ongoing downward revisions by French and German agriculture 
ministers. This represents a 6.6% reduction compared to last year. France is 
the country that suffered the most, with damage caused by virus yellows, 
and its output is expected to be lower than Germany’s for the first time.

• Spot prices in western Europe are still supportive, at around EUR 458/mt.

EU and 
UK
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• The 2020/21 campaign in the Center/South is virtually over. The final tally 
of cane milled is likely to be around 600mmt. The harvest has been 
remarkable for its spectacular quality of cane, and both total ATR 
production and sugar production – projected at 87.0mmt and 38.3mmt, 
respectively – will register new records for the region.

• A combination of a high sugar mix for this season’s harvest plus buoyant 
ethanol export flows have seen the domestic ethanol market tighten –
this despite a projected loss of some 3.4bn liters of consumption in 
2020/21, as a result of the pandemic. Prices in November were already 
close to levels seen only at the peak of last season’s intercrop period. 

• For 2021/22, potential weather effects on output remain a concern 
following the very dry conditions in the Center/South since March. In most 
cane regions, November rainfall was below average, and the next three 
months are seen as critical for new crop prospects. Our preliminary 
projection of the cane crop is 575mmt to 580mmt.

• Regarding the sugar/ethanol mix in 2021/22, Rabobank is currently 
projecting that the Brazilian real will end 2021 at BRL 5.25/USD, while the 
oil price (Brent) is projected to remain in a USD 45/bbl to USD 50/bbl 
range. Working this through to gasoline and ethanol prices, our models 
come up with a 2021/22 average hydrous ethanol price equivalent to 
New York at USc 11.5/lb to USc 12.0/lb – well below what the sugar price 
curve is currently offering. This suggests a high sugar mix, and our 
preliminary projection for the region’s sugar production in 2021/22 is 
35.3mmt.

Brazil



Brazil: Sugar and Ethanol Prices
BRL/50kg bag, BRL/l

Source: Bloomberg, Rabobank 2020
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• The Covid-19 pandemic does not seem to have had a big impact on 
consumption in the US this year. For 2019/20, the USDA pegged US 
consumption at 11.2m mtrv. This represents a 0.8% increase YOY, but could 
also be related to front-buying. In Mexico, the consumption numbers 
dropped by 1.3%, to 4.7m mtrv in 2019/20, according to Mexico’s 
Conadesuca. For 2020/21, government agencies are projecting US 
consumption to decline slightly by 0.2%, with Mexico declining by 0.7%. 

• Both the US and the Mexican crops are expected to recover from the 
losses they experienced in 2019/20, due to dryness and unfavorable beet-
growing conditions. The beet crop in 2020/21 is expected to increase by 
12%, and total US sugar production is expected to increase by 10%. 
However, since our last Sugar Quarterly in September, the USDA decreased 
its 2020/21 US production forecast by 0.3mmt, to 8.1m mtrv (8.96m short 
tons, raw value), due to downward revisions by processors, as the main 
beet-growing regions are again experiencing some dryness. 

• In Mexico, the cane crush pace (up until the sixth week) is 
underperforming Conadesuca’s estimated crush, although it is still ahead 
of last season. Conadesuca is estimating the 2020/21 Mexico crop at 6.3m 
mtrv (5.95mmt tel quel), which is 12.7% higher than 2019/20.

• Per the suspension agreements, the USDA adjusted its stocks-to-use ratio 
in the December WASDE to 13.5% and granted Mexico 80% of its 
projected exports to the US. Mexican exports to the US are now pegged 
at 1.05m mtrv, which implies that about 0.52mmt will be exported to the 
world market.

North 
America
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Australia
• Early December marks the end of Australia’s 2020 crush, with 98% of 

domestic cane harvested as of November 29. As forecast, 2020 cane 
volumes will reach just over 31mmt, up 4% YOY. According to the ASMC, 
CCS will end the season marginally lower year-on-year, at 
13.8 points. As a result, sugar output should total over 4.3mmt for the 
campaign.

• With minimal late-season rain disruption to the crush, the onset of a 
2020/21 La Niña now turns from a risk to an advantage. The Bureau of 
Meteorology (BOM) forecasts above-average rainfall from December to 
February, with a greater than 75% chance for eastern Queensland. Strong 
rainfall will assist cane development and, ultimately, 2021 yields.

• Escalating geopolitical tensions between Australia and China saw 
commodity trade friction emerging in Q3 2020, sugar included. Rabobank 
notes that, over the past five years, China’s share of Australian sugar 
exports has averaged just 5.6% – Indonesia, South Korea, and Japan tend 
to take the lion’s share. As a result, we see very limited impact on 
Australian sugar exports as a result of Chinese trade friction. 

• Australia’s domestic cane area remains under pressure, falling an estimated 
3% YOY in the 2020/21 crop year and 10% in the four seasons since 
2016/17. Rabobank expects pressure on area to continue into 2021, amid 
low prices through much of 2020 and the popularity of higher-margin 
crop alternatives. 



• Rabobank’s 2020/21 expectations of a small 0.3mmt global deficit 
suggest a fairly balanced fundamental outlook. However, we caution that 
within this outlook there remain some supply risks. First, the start of the 
cane harvest across India and Southeast Asia will better determine 
regional yields and output. Second, persistent dryness across Brazil’s 
Center/South in 2020, plus the possibility of a La Niña event in Q1 2021, 
has the capacity to impact 2021 cane output. 

• In our view, the weather concerns in Brazil, coupled with uncertainty 
around India’s export subsidy program, have been the major 
fundamental elements of nearby price support. As of December 16,  the 
Indian situation has become clearer, but the question-mark over the 
Center/South’s crop prospects could well linger for the next two to three 
months. 

• From a price perspective, Rabobank forecasts the ICE #11 Raw Sugar 
market to trade between USc 12.8/lb and USc 14.5/lb through 2021, 
dipping lower mid-year amid heavier trade flows. Rabobank expects the 
global economy to recover by 4.5% in 2021, following a 3.8% contraction 
in 2020. In line with this, we forecast global consumption to recover from 
the pandemic in 2020/21, rising 1.7% YOY – but this could be challenged 
if vaccines against Covid-19 bring less relief than expected to the 
pandemic and/or to the world economy.

Global
Outlook
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