COCOA MARKET REVIEW
FEBRUARY 2020
This review of the cocoa market situation focuses on the prices of the nearby futures contracts listed on ICE
Futures Europe (London) and ICE Futures U.S. (New York) during the month of February 2020. It aims to highlight
key insights on expected market developments and the effect of the exchange rate on the US-denominated prices.
Chart I shows the development of the nearby futures prices on the London and New York markets at the London
closing time. Both prices are expressed in US dollars. Chart II depicts the change in the US dollar-denominated ICCO
daily price index and the US dollar index in February. By comparing these two developments, one can determine the
impact of the US dollar exchange rate on the development of the US dollar-denominated ICCO daily price index. Chart
III presents monthly average cocoa butter and powder prices in Europe and the United States since the start of the
2019/20 crop year.
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Chart I: Prices of the nearby futures contract on the
London (ICE Futures Europe) and New York (ICE
Futures U.S.) markets in US$ per tonne
February 2020
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Chart II: ICCO US-denominated daily price index and U.S.
dollar index
February 2020
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Note: The US dollar index is a measure of the value of the United
States dollar relative to a basket of six major foreign currencies.
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During February, the front-month cocoa futureseorondacontract (MARCH-2020) prices averaged US$2,560 per
:
tonne and ranged between US$2,460 per tonne and US$2,595
per tonne in London (Chart I). Concurrently in
k(i
T
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New York, prices for the first position of cocoa futures contract
averaged
US$2,872 per tonne, wobbling between
hU)y
US$2,734 per tonne and US$2,989 per tonne.
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Over the period 3-11 February, prices rose by I)3%
from US$2,517 and US$2,592 per tonne in London
Ci
c
whereas in New York, they firmed by 7% from US$2,734
to US$2,929 per tonne. This bullish stance was a
Ce
market response to the less conducive meteorological conditions
that prevailed in West Africa’s cocoa growing
O(
regions. Thereafter, cocoa futures prices remained virtually
flat
on
both sides of the Atlantic during the time frame
dS
D the month under review, prices plummeted by 4% on
12-21 February. In the course of the last trading week aof
R
both the London and New York markets. Indeed, they dropped
from US$2,554 to US$2,460 per tonne in London
is
while in New York, they ebbed from US$2,883 to US$2,760
per tonne. At the time, market participants were
l)
anticipating an improvement in weather conditions in yCôte d’Ivoire as well as a slowdown in the demand for
p
commodities (including cocoa) as the spread of the Coronavirus
created concerns for the world economy.
r
Moreover, the differential in prices on both thei London and New York markets averaged US$313 per
tonne and ranged between US$217 per and US$413 per
c tonne. During the period under review, the MARCHe London. Moreover, the share of certified stocks in the
2020 contract traded in contango vis-à-vis MAY-2020 in
f
total stocks of cocoa beans held by the European Exchange
licensed warehouses increased from 67% or 104,130
tonne at the start of February to 72% or 110,390 tonnes oby the end of the month.
r

Price movements

On the contrary in New York, the MARCH-2020 contract priced with a premium over MAY-2020 during
the analysis period. The percentage of certified stocks of cocoa out of the total stocks of the United States
Exchange licensed warehouses, moved from 1% or 1,899 tonne on the first trading day of February to 3% or
7,173 tonnes on the last quotation session of the month under review.
Chart II depicts the US dollar index remaining virtually flat during the analysis period whilst the ICCO
daily price index weakened by 2.5% compared to its value at the beginning of February 2020. Hence, the
deterioration in cocoa prices was mainly fueled by market fundamentals other than currency movements.
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Chart III: Monthly averages of cocoa butter and
powder prices in Europe and the United States
October 2019 – February 2020
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Chart III shows that since the beginning of
the 2019/20 cocoa year, prices for cocoa butter
followed an upward trend on both of the world’s
largest cocoa consuming markets namely Europe and
the United States. Indeed, prices for cocoa butter
improved by 11% from US$6,331 to US$7,014 per
tonne in the United States, while in Europe they rose
by 8%, moving from US$6,260 to US$6,748 per
tonne.
Concerning cocoa powder, as compared to the
levels reached in October 2019, prices fell by 6% from
US$2,261 to US$2,126 per tonne in the United States.
During the same time frame in Europe, powder prices
dropped by 1% from US$2,003 to US$1,982 per
tonne.
In addition, compared to their average values
recorded in October 2019, the front-month cocoa
futures contract prices firmed by 6% and 16% in
London and New York respectively at the end of
February 2020. They climbed considerably from
US$2,423 to US$2,560 in London, while in New York
they soared from US$2,467 to US$2,872 per tonne.

Cocoa supply and demand situation
While the 2019/20 main crop draws to a close, arrivals data show stronger cocoa supplies from West
Africa. Indeed, Côte d’Ivoire port arrivals indicated that the country is running towards another year of record
production. As at 08 March 2020, cumulative arrivals at Ivoirian ports were seen at 1.567 million tonnes, up from
1.564 million tonnes recorded during the same period last season. In Ghana, the production is forecast to
experience a precarious recovery to 850,000 tonnes, despite the acute prevalence of cocoa-related diseases and
other challenging issues.
The first forecasts for the 2019/20 cocoa season published by the ICCO Secretariat in its latest issue of the
Quarterly Bulletin of Cocoa Statistics reveal an anticipation of a lower growth in grindings compared to the
previous cocoa season. Grindings are expected to expand to 4.861 million tonnes, up by 56,000 tonnes. This higher
forecast reflects the continuous increase in demand which is mirrored by the steady growth in cocoa processing in
origin countries as well as an increase in the demand for chocolate with high cocoa content. It is projected that
processing activities will grow by 6.9% to 1.237 million tonnes in Asia and Oceania whereas a growth of 1.9% to
1.054 million tonnes is anticipated in Africa. On the contrary, in the Americas, processing activities are forecast
to shrink by 3.4% to 870,000 tonnes while a 1.5% drop to 1.700 million tonnes is envisaged in grindings activities
for Europe as compared to the level attained in the same period of the previous season.
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