&‘ National Agricultural
i 1> Marketing Council

i
U\ Promoting market access for South African agriculture

-

Markets and Economic Research
Centre

I<
¥ 9
y

/4
gaf—,.
Input cost monitoring

An update on selected items
June2016



Table of Contents:

International price trends for selected fertilisers
Local price trends for selected fertilisers

Fuel prices

Baltic Freight Index

Composition of diesel price

Page



INPUT COST MONITOR: Trends in selected agricultural input prices — an update

June 2016

1. International price trends for selected fertilisers:

As depicted in Figure 1, the prices of international fertilisers showed continuous increasing trends
since 2010 but not to the record levels reached during 2008. From April 2010 to April 2016 the
internatioanl prices (in Rand terms) of Di-Ammonium Phosphate (DAP), Urea and Muriate of Potash
(MOP) increased by 53.1%, 51% and 31.9% respectively. During the same period the R/$ exchange
rate depreciated by 99.7%. Measured in US Dollar terms the prices of Muriate of Potash (MOP),
Urea and Di-Ammonium Phosphate (DAP) decreased by 33.9%, 24.4% and 23.3% respectively.

From April 2015 to April 2016, the international price (in Rand terms) of MOP increased by 0.4%.
The price for DAP and Urea decreased by 6.4% and 3.7% respectively. During the same period the
R/$ exchange rate depreciated by 21.9%.
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Figure 1: International price trends for selected fertilisers
Source: Own calculations based on data from Grain SA, 2016.

2.  Local price trends for selected fertilisers:

As depicted in Figure 2, the prices of local fertilisers showed similar increasing movements as the
international prices since the end of 2009. From April 2010 to April 2016 the prices of Mono-
Ammonium Phosphate (MAP), Urea and Potassium chloride increased by 60.4%, 31.2% and 24.9%
respectively.

From April 2015 to April 2016, the local price of Urea decreased by 5.5%. The price for Potassium
chloride and MAP increased by 7% and 6.8% respectively.
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Figure 2: Local price trends for selected fertilisers
Source: Own calculations from price lists, 2016.

3. Fuel prices

As depicted in Figure 3, the prices of crude oil, petrol and diesel followed mostly the same trends.
From June 2010 to June 2016 the price of petrol and diesel increased by 56.9% and 47.3%,
respectively, whilst the US$ price of crude oil decreased by 33.7%. The Rand price of crude oil
increased by 35.6% during the same period mainly due to a depreciation by 104.4% of the rand per
US$ exchange rate. World oil supply stayed higher than world oil demand throughout 2015 after
similar conditions started at the beginning of 2014. This led to further decreases in the oil price.
Demand slowed down in Europe, China and the US. During the beginning of June the oil price
moved upwards to levels last seen during October 2015. In the light of a depreciating dollar and
decreasing supply in Canada and Nigeria it is foreseen that the upward rally of the oil price might
continue.

From June 2015 to June 2016 the prices of crude oil (US$ terms), diesel and petrol decreased by
21.9%, 3.2 and 0.7% respectively, with a further depreciation of the R/$ exchange rate by 26.6%.
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Figure 3: Crude oil and fuel prices
Source: Grain SA and Department for Energy, 2016.

4. Baltic Freight Index
The Baltic Dry Index (BDI) measures international freight rates for dry bulk cargo, and is significantly
influenced by the demand to move raw materials internationally and the supply of shipping capacity.
Figure 4 shows that during the depicted period the index decreased by 80.7%.

The BDI for June 2016 was 606 index points, a 12.8% decrease in comparison with June 2015.
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Figure 4: Baltic Dry Index
Source: SAGIS, 2016.
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5. Composition of diesel price

Figure 5 depicts the composition of the inland 0.05 % sulphur diesel price during June 2015 and
June 2016. During June 2015 the total margins, taxes and levies was 528.16 cent or 45.3% of the
wholesale pump price of diesel. The Basic Fuel Price was 638.63 cents or 54.7% of the wholesale
pump price of 0.05% sulphur diesel in Gauteng.

During June 2016 the Basic Fuel Price was down to 562.63 cents or 49.8% of the wholesale pump
price of 0.05% sulphur diesel in Gauteng. During this time the total margins, taxes and levies
accounted for 566.24 cents or 50.2% of the wholesale price of diesel.
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Figure 5: The composition of the inland 0.05 % sulphur diesel price.
Source: Department of Energy, 2016.
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Disclaimer:

Information contained in this document results from research funded wholly or in part by the
NAMC, acting in good faith. Opinions, attitudes and points of view expressed herein do not
necessarily reflect the official position or policies of the NAMC. The NAMC makes no claims,
promises or guarantees about the accuracy, completeness or adequacy of the contents of
this document and expressly disclaims liability for errors and omissions regarding the
content thereof. No warranty of any kind, implied, expressed, or statutory, including but not
limited to the warranties of non-infringement of third party rights, title, merchantability, fitness
for a particular purpose or freedom from computer virus is given with respect to the contents
of this document in hardcopy, electronic format or electronic links thereto. Reference made
to any specific product, process, and service by trade name, trade mark, manufacturer or
another commercial commodity or entity are for informational purposes only and do not
constitute or imply approval, endorsement or favouring by the NAMC.




