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Background 
 
 This document contains an overview of developments in the coffee market during 
coffee year 2005/06. It focuses on changes in the key variables of the world coffee economy, 
namely price movements, supply and demand. 
 
Action 
 

The Council is requested to take note of this report. 
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Introduction 
 
1. The recovery in coffee prices recorded in 2005 continued during the first months of 
2006 despite some downward corrections.  The highest price in coffee year 2005/06 was 
recorded in January when the ICO composite indicator price reached an average of 
101.20 US cents/lb.  This level represented a marked improvement in relation to the averages 
of 79.35 cents for January 2005, 58.68 cents for January 2004 and 54.04 for January 2003.  
The average ICO composite indicator price for coffee year 2005/061 was 91.43 US cents/lb 
compared to 85.30 cents for coffee year 2004/05 and 57.77 cents for 2003/04. These price 
movements seem to indicate a recovery after the years of crisis in the coffee economy of 
exporting countries.  The behaviour of market fundamentals indicates some break with the 
chronic oversupply that characterized the coffee market during the crisis years and a return to 
a situation of relative equilibrium between supply and demand, a factor favouring sustainable 
price maintenance.  Stocks have been drawn down both in importing and exporting countries. 
Production has decreased in many exporting countries which were severely affected by the 
long period of low prices.  Consumption continues to be robust and this increases pressure on 
stocks.  World production in crop year 2005/06 was 106.86 million bags for an estimated 
total demand of 117 million bags for 20062.  Notwithstanding these favourable fundamentals 
for maintaining prices, the market was not immune to unforeseen movements of a speculative 
nature. 
 
I. Market prices 
 
Composite indicator price 
 
2. Table 1 shows the monthly ICO indicator prices and prices on the New York and 
London futures markets between 2000 and 2006, as well as the differential between the two. 
During coffee year 2005/06 average prices fluctuated between 82.55 and 101.20 US cents/lb. 
Despite some downward corrections, price levels in coffee year 2005/06 remained firm, 
indicating a certain recovery.  Graph 1 shows the monthly average of the ICO composite 
indicator price from October 2000 to August 2006.   
 
Colombian Milds 
 
3. The indicator price for Colombian Milds, which recorded a monthly average of 
126.92 US cents/lb in January 2006, fell back steadily before rising again to 114.14 cents in 
August.  The average for coffee year 2005/06 was 113.01 US cents/lb, representing a slight 
rise compared to the average of 112.29 cents for the whole of coffee year 2004/05. 
 
                                                 
1  It should be noted that price averages for coffee year 2005/06 are given as at 21 September 2006. 
2  Production for coffee year 2006/07 is estimated at 122 million bags. 
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Other Milds 
 
4. The average of the indicator price of coffee year 2005/06 for Other Milds was below 
that for the whole of coffee year 2004/05.  This indicates that prices for Other Milds did not 
remain firm despite having reached a level of 124.20 US cents/lb in January 2006.  
Nevertheless, the current level is above those for the period 1999 – 2004. 
 
Brazilian Naturals 
 
5. After rising to an average of 114.98 US cents/lb in January 2006, the price of 
Brazilian Naturals was subject to downward corrections and was only 99.20 US cents/lb in 
September 2006.  The average for coffee year 2005/06 is 100.84 US cents/lb, slightly above 
the level of 98.22 cents for coffee year 2004/05.   
 
Robustas 
 
6. Prices of Robustas have improved since the beginning of 2006, with monthly 
averages moving between 59.60 and 73.59 US cents/lb. Recent market developments are 
characterized by a sharp rise in Robusta prices. The average for coffee year 2005/06 is 
61.48 US cents/lb compared to 46.05 cents for the preceding coffee year and 36.37 cents in 
2003/04.  Consequently, the differential with Other Milds has narrowed.   
 
7. Graph 2 shows movements of indicator prices for the four groups of coffee from 
October 2000 to August 2006. 
 
New York and London futures markets 
 
8. Graph 3 shows movements in the average of the 2nd and 3rd positions on the New 
York and London futures markets.  In the New York futures market, which is sensitive to the 
situation of Arabicas, the average for coffee year 2005/06 was 108.06 US cents/lb compared 
to 108.03 cents for coffee year 2004/05. Prices of Arabicas remained relatively stable.  By 
contrast, prices in the London futures market, which reflects the supply and demand situation 
for Robustas, were extremely volatile.  The average for coffee year 2005/06 was 
53.4 US cents/lb, an increase of 25.08% compared to the level for coffee year 2004/05. 
 
Retail Prices 
 
9. Table 2 shows average retail prices for roasted coffee in selected importing countries 
in current values for calendar years 2002 – 2005. 
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II. Supply 
 
Production 
 
10. Total production for crop year 2005/06 is 106.86 million bags compared to 
113.96 million bags in 2004/05. Production of Arabicas during this crop year was 
69.25 million bags compared to 37.61 million bags for Robustas.  Arabicas accounted for 
64.81% of world production in 2005/06 compared to 35.19% for Robustas.  Table 3 shows 
total production by continent and by group of coffee for crop years 2002/03 to 2005/06.  As 
regards crop year 2006/07, on the basis of preliminary information provided by some 
exporting countries, notably Brazil and Vietnam, total production can be estimated at around 
122 million bags. 
 
11. In Africa, production has fallen as a result of a number of difficulties, including the 
prolonged crisis period, the lack of investment in the coffee sector and various political and 
social crises.  African production in crop year 2005/06 totalled 14.35 million bags, compared 
to 14.45 million in 2004/05.  Côte d’Ivoire, formerly Africa’s leading coffee producer, has 
seen its production reduced to 2 million bags, compared to around 4 million bags in the past. 
Ethiopia, now Africa’s largest producer should maintain its production at the current level of 
4.5 million bags if climatic conditions remain favourable.  Uganda’s production in crop year 
2005/06 totalled 2.36 million bags.  Graph 4 shows production in Ethiopia, Côte d’Ivoire and 
Uganda since crop year 1996/97. 
 
12. In Central and North America, the situation varies.  Whereas production has fallen 
in countries like Costa Rica, El Salvador and Guatemala, in Mexico, where production had 
fallen in 2004/05, there appears to be an increase in production for 2005/06. In the region as a 
whole, however, production increased by around 9.54% in 2005/06 totalling 17.07 million 
bags compared to 15.6 million in crop year 2004/05. 
 
13. In South America, production in Brazil fell during crop year 2005/06 recording a 
level of 33.4 million bags.  According to the latest estimates of CONAB, however, 
production in crop year 2006/07, will be some 41.57 million bags. Production in Colombia 
has been fluctuating between 11 and 12 million bags.  In crop year 2005/06, production 
totalled 11 million bags compared to 12.04 million in 2004/05. Graph 5 shows developments 
in production in Brazil and Colombia since crop year 1996/97. 
 
14. In Asia/Oceania, production in Vietnam fell during crop year 2005/06, down to 
11 million bags compared to 13.84 million in 2004/05. For crop year 2006/07, which begins 
in October, there are indications that production will reach a level of 14.5 million bags.  In 
Indonesia, although production in crop year 2005/06 reached a level of 8.34 million bags, 
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prospects remain uncertain. In crop year 2004/05 the level was 7.5 million bags. In India 
production totalled 4.6 million bags in 2005/06 but is threatened by the white stem borer 
disease that is affecting many coffee farms. 
 
Stocks 
 
15. Various sources have indicated a sharp decline in stocks both in exporting and 
importing countries.  The lack of official information for exporting countries makes it 
impossible to provide precise estimates on stock levels.  There is every indication, however, 
that some countries have been drawing down their stocks in order to meet export 
commitments. According to a report received in the second week of September 2006, Brazil, 
which has the highest level of stocks among exporting countries, has Government-held stocks 
totalling around 2.2 million bags.  The level of closing stocks at the end of crop year 2005/06 
is unlikely to be above 20 million bags. Everything also indicates that stocks in importing 
countries have likewise been reduced taking into account the fall in exports compared to 
levels in previous years.  The industry has evidently made increasing use of its stocks.  The 
level of stocks at the end of December 2005 is estimated at 19.8 million bags.  Graph 6 shows 
movements in stocks (in exporting and importing countries) for the period since 1996/97.  
Table 4 shows supply of coffee by group. 
 
Exports 
 
16. Cumulative exports from October 2005 to July 2006 totalled 71.52 million bags, a fall 
of 5.69% compared to the figure of 75.83 million bags for the same period in 2004/05 
(Table 5).  The decline in exports affected all four groups of coffee. Graphs 7 and 8 show, 
respectively, volume and value of total exports to all destinations from coffee year 1996/97 to 
2005/06 (estimated).  Table 6 shows exports (volume and value) for coffee years 2002 to 
2005, by groups. 
 
III. Demand 
 
Domestic consumption 
 
17. Domestic consumption in exporting countries in coffee year 2005/06 is estimated at 
30.38 million bags compared to 29.36 million bags in 2004/05 (Table 7).  Brazil is by far the 
biggest consumer among exporting countries, accounting for slightly less than 16 million 
bags. 
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Consumption in importing countries 
 
18. Consumption in importing countries is of the order of 85 million bags (Table 8). Per 
capita consumption in importing countries from 2001 to 2005 is shown in Table 9. 
 
19. World consumption for 2006 is estimated at around 117 million bags compared to 
115 million in 2005. 
 
Conclusion 
 
20. Market developments during coffee year 2005/06 seem to have contributed to a 
recovery in coffee prices and confirm the end of the crisis in the coffee industry in exporting 
countries. During the last months of coffee year 2005/06 there has been a marked recovery of 
Robusta prices, thus reducing the differential with Other Mild Arabicas. 
 



 

 

 
LIST OF TABLES AND GRAPHS 

 
Table 
 
 1 ICO composite and group prices and average of 2nd and 3rd positions 
  in New York and London futures markets 
  Monthly averages:  January 2000 to August 2006 
  (US cents/lb) 
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  Coffee years 1996/97 to 2005/06 (estimated) 
 8 Value of exports to all destinations 
  Coffee years 1996/97 to 2005/06 (estimated) 


























