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Macquarie Agri-view 
Where next for natural rubber prices?  
Highlights 

 Natural rubber prices have fallen by nearly 60% since peaking in Feb 2011, 

amidst negative pressure from the weak economic performance in key 

rubber consuming regions. Singapore listed RSS3 rubber futures currently 

stand at around $3.00/kg. Previous concerns of tight supplies have 

waned as demand fell by more than expected, making the market 

overall more comfortable. 

 In this report we provide detailed analysis of supply and demand trends 

globally, which do not paint a constructive picture going forward. The natural 

rubber market is expected to post a decent surplus of around 240,000t 

during 2012, with an even larger one likely for 2013. In turn, the surplus 

production will result in the rebuilding of stocks. Globally, the stocks/use ratio 

should rise to 18% in 2013, which although not high in the historical context, is 

still more comfortable than the 13% seen at the beginning of 2011. 

 Demand growth next year will be slightly higher, from less than 1% this 

year to 3% (driven by China and other emerging markets). But there are 

downside risks to the weakness in the EU and Japan, where tyre volumes in 

the sluggish automotive markets have been less than ideal. 

 As we move into 2013, the market is also entering the structurally 

expansive phase of the rubber production cycle, whereby trees in Asia 

and Africa that were planted back in 2006-08 will enter their yielding phase. 

Although we are currently forecasting production to grow by 4% next year, 

there are risks. Firstly, given the weaker price outlook, the incentives for 

smallholders to tap at high rates will fall. Secondly, although there will be 

more new high-yielding young trees, quite a few of the existing ageing trees 

will become less productive, offsetting this – indeed, there is a replanting 

programme in many parts of Asia that would affect short term production. 

 The third and most important supply-side risk is the intention of the three 

largest Asian producers to support falling prices by withholding supply and 

keeping supply tight by burning older rubber trees. Up to 450,000t of 

rubber could be cut back between Q4 2012 and Q1 2013, if the cartel is 

successful. In our analysis, such a scenario would lead to a global stock/use 

ratio staying tight at 13-14%, which in turn would support prices higher. 

 However, our base case assumes that the intervention cutbacks will not 

take place to the full extent, as rubber production is highly fragmented (and 

from experience we know that Thailand’s earlier intervention schemes have 

failed). We forecast that prices will weaken in 2013 to an annual average 

of $2.80/kg. In the short term prices will edge up during Q1, due to a 

seasonal dip in production (lower yields due to the wintering period), as well 

as psychological support from potential ITRC cutbacks. But thereafter, prices 

will resume lower. We are most concerned about demand side risks, which 

look fundamentally weak in the mature economies. Macro risk-off moves 

will have a disproportionately larger (bearish) impact on rubber prices 

than any potential short term supply moves. With the market entering the 

structurally expansive phase of the rubber production cycle, regardless of 

whether producers decide to tap or not, this too will weigh on the market. 
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Natural Rubber – summary outlook 

 Natural rubber prices have drifted lower for much of 2012, amidst negative pressure from the 

weak economic performance in key rubber consuming regions. Just like cotton, rubber, acts more 

like an industrial commodity, as opposed to a typical soft commodities. Rubber demand trends are 

closely aligned with economic and industrial performance, and show less of the inelastic 

consumption patterns depicted in the more staple typical agri/soft commodities. 

 It should come as no surprise, therefore, that both cotton and rubber prices have 

underperformed this year – a year in which industrial and economic indicators have broadly 

suffered. With the economic outlook set to recover only modestly from current grim levels in 2013, 

we see little chance for a sustained recovery in prices. 

 Front month rubber prices have fallen to 232 ¥/kg, on the Tokyo futures market, the lowest 

level since mid-September 2012, and nearly 60% below the peak it had reached back in February 

2011. Prices fell heavily in the first eight months of 2012 amid worsening economic prospects in 

key markets. However, this lower price environment started to encourage some additional buying, 

with China stepping up its purchases in Q3 at the lowest price levels since 2008, injecting some 

life into the markets. Prices rallied further when QE3 was announced in September, but was short-

lived, as adverse macro (risk-off) moves and faltering Chinese imports (on sluggish demand and 

high stocks) hit sentiment. 

Fig 1 Rubber Tocom futures – directionally bearish  Fig 2 Global natural rubber market balance* 

 

 

 
Source: Bloomberg, Macquarie Research, November 2012  *Assumes ITRC intervention cutbacks do not occur in full 

Source: IRSG, Macquarie Research, November 2012                   

 The support we had seen in 2010/11, namely restricted supplies, has not quite disappeared – it’s 

just that the demand side has weakened so much more, that the market looks much looser. The 

fall in prices is encouraging producers to restrict supplies further in response, with the three large 

South-east Asian producers, continuously sending out market announcements about their 

intention to provide support for prices by withholding supply and keeping supply tight by 

burning older rubber trees. Export cutbacks of 180,000t are set to take effect this quarter. 

 Assuming the three producers, also known as the International Tripartite Rubber Council (ITRC) 

are successful in engineering a tighter supply picture, this could help prices a little in 2013, 

which would coincide with the seasonally low period of production (during the final and first 

quarters of the year, rubber trees enter the wintering period, when yields fall sharply). 

But with global conditions only a little better there will be no significant rebound. Moreover, 

into 2013, we start entering the period of higher structural supply when the large amount of trees 

that were planted back in 2007/08 in response to higher prices, start coming into fruition and 

yielding rubber. This greater supply picture, coupled with still weak demand, will keep prices 

under pressure. 
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Demand outlook – weak IP growth weighs 

 Global natural rubber consumption in 2012 will likely rise by less than 1% compared to the 2.3% 

growth recorded in 2011. Contractions in both EU and US consumption in the first half of 2012 

were only partially offset by increased Chinese and other Asian consumption, so that total natural 

rubber consumption fell by 0.7% YoY in the first six months of the year. Prospects are only a little 

better for 2013 and growth will average 3.2%, driven by the emerging markets. Global economic 

conditions will improve but remain challenging, thus limiting a faster pick-up in demand growth. 

Fig 3 Natural rubber consumption by region  Fig 4 Global natural rubber consumption and growth 

 

 

 
Source: EIU, IRSG, RCMA, Macquarie Research, November 2012  Source: EIU, IRSG, RCMA, Macquarie Research, November 2012 

 Natural rubber consumption in China, by far the world's largest consumer, expanded by 8.5% 

YoY in H1 2012 to 1.68mt, according to the International Rubber Study Group (IRSG), while 

imports of natural rubber expanded by 19.3% YoY over the same period. However, this bounce-

back was off a very low base in Q1 2012, when consumption dropped by 20.3% from Q4 2011. A 

sharp slowdown in vehicle sales was a major contributor to a 1.2% decline in natural rubber 

consumption in China in 2011. Disruptions in supply lines, the expiration of incentives, tighter 

credit conditions and greater substitution of natural rubber with synthetic rubber owing to the 

growing price differential also contributed to the slowdown. 

Fig 5 Chinese monthly natural rubber imports – lately  
they have been falling behind last year’s pace 

 Fig 6 Chinese monthly imports of natural and 
synthetic rubber 

 

 

 
Source: Bloomberg, Macquarie Research, November 2012  Source: Bloomberg, Macquarie Research, November 2012 
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 Many of these issues have remained during 2012, compounded by a slowdown in China’s 

economic growth. Indeed, after a surge in imports up until Q3 2012, China's imports of 

natural rubber in Oct 2012 plunged 22.7% from a year earlier to 170,000t. That was down 19% 

from the previous month, according to just released China customs data. Total car sales in the first 

9 months of 2012 increased by 7% on a year earlier as demand for passenger cars remained 

relatively robust (offsetting commercial vehicles, especially large trucks, which has been falling). 

 However, considering the strong performance in the first half of the year and improvements 

expected in the final quarter as China carries out infrastructure investment, we forecast that 

Chinese consumption of natural rubber will grow by 2.3% this year, and by 4.7% next year. 

China’s tire output over the first 10 months of 2012 totalled 729.32m units, up almost 4% 

year on year. Real GDP growth is forecast to improve in 2013, as the relaxation of policy to 

support growth in 2012 pushes up investment and could well benefit the critical automotive sector, 

and in turn, rubber demand. 

Fig 7 Chinese vehicle sales – still healthy  Fig 8 OECD industrial production growth – shaky 

 

 

 
Source: Bloomberg, Macquarie Research, November 2012  Source: Bloomberg, Macquarie Research, November 2012 

 EU rubber demand continued to suffer in 2012 as the region's economic woes drag down 

consumption levels. YoY, EU demand for natural rubber shrank by nearly 15% in the first six 

months of 2012, carrying on a slowing trend from the mid-point of 2011. Demand will likely fall 6-

7% in 2012 as a whole. It should improve in 2013, but will not return to its pre-crisis level. 

Furthermore, the risks remain on the downside as any escalation of the sovereign debt crisis 

would undermine the euro zone economy for longer than currently expected. The proportion of 

rubber demand satisfied by natural rubber vs synthetic rubber appears to have stabilised in 

2011, but given the recent fall in natural rubber prices, it could increase. 

Fig 9 Western Europe car sales 2000-2013e  Fig 10 Western European car sales – SAAR (units) 

 

 

 
Source: Macquarie Research, November 2012  Source: JD Power/LMC Automotive, Macquarie Research, Nov 2012 
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 Ultimately, the fortunes of the rubber market in Europe depend much on the health of the 

automotive industry. Western European car sales in the year to October 2012 are down 7.5% 

year-on-year. Despite rising incentives across the continent, on a seasonally adjusted annualised 

selling rate (SAAR) basis, demand for cars in Western Europe is likely to end about 9% down in 

2012, at 11.8m units. By contrast, China’s October 2012 SAAR reached 16.5m units. The LMC 

Automotive consultancy forecasts 2013 to fall a further 2.7% in Western Europe. For more 

analysis, please refer to our automotive team’s report on European Autos: Focus on Western 

European Car Sales in October 2012 (7 November 2012). 

 Japan’s economy was slow to recover from the natural disasters of March 2011, causing 

rubber demand to rise by just 0.5% in 2011, according to the IRSG. Given that Japan is the 

world's fourth-largest consumer of natural rubber, this weighed heavily on global demand. In 2012 

a 2% rebound in Japanese demand is likely, as production of commercial vehicles has recovered. 

Bridgestone reported that in the first 9 months of 2012, sales of replacement tyres for passenger 

cars and light trucks in Japan fell year on year, but sales of tyres for new vehicles increased – with 

total tyre sales in the year-to-September down 2.3%. Another small recovery is expected in 2013, 

but there will be no sustained period of accelerating growth, as Japan's long-term economic 

prospects are not encouraging, with only moderate growth expected in the vital automotive sector. 

Fig 11 US quarterly natural rubber demand – tiny 
increases on the year in 2012 

 Fig 12 PMI data shows modest rebound in the US, but 
still weak in the Euro area 

 

 

 
Source: IRSG, Macquarie Research, November 2012  Source: Bloomberg, Macquarie Research, November 2012 

 After strong growth in 2011, North American natural rubber demand fell by 9.7% in the first 

half of 2012. This was despite strong US automotive production, which was up by 25% YoY from 

January to August. US households still have a long way to go in their deleveraging cycle, and still 

high levels of unemployment in the US and a shaky economic recovery are weighing on the 

outlook. Goodyear reported that consumer replacement tyre demand has been falling below trend 

for a while. But this could be positive for the longer term, as it suggests pent up demand which will 

translate into higher consumption later on. 

Fig 13 Global natural rubber consumption (‘000t) 

 2007 2008 2009 2010 2011 2012f 2013f 

China            2,690         2,680         3,384         3,646         3,640         3,725         3,900  
India               851            881            905            944            957         1,000         1,053  
Japan               950            878            636            750            760            775            790  
Other Asia            2,100         2,146         2,045         2,292         2,315         2,375         2,400  
EU               851         1,228            831         1,135         1,206         1,130         1,150  
Other Europe               240            255            176            228            250            255            260  
N America            1,420         1,179            790         1,071         1,165         1,110         1,150  
L America               544            579            485            613            615            625            645  
Africa               118              83              93            101            108            115            120  
Others                 71              45              20              70              80              70              70  
World            9,764         9,909         9,365      10,850      11,096      11,180      11,538  
  % change 0.5% 1.5% -5.5% 15.9% 2.3% 0.8% 3.2% 

Source: EIU, IRSG, RCMA, Macquarie Research, November 2012 
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 India's consumption of natural rubber in the first half of 2012 stayed broadly similar to the pace 

recorded at the end of 2011, growing by just 1.9% compared with the same period a year earlier. 

Wider economic growth in India has slowed, impacting demand for natural rubber, with growth 

estimated to remain weak at 3%. The outlook is a little more favourable in 2013 as stronger 

economic growth promotes higher private consumption, which should drive up demand for cars, 

especially passenger cars. 

 Longer term: While the outlook for 2013 is just a little better than 2012, we should emphasise that 

the longer term demand picture for rubber remains very healthy. Emerging markets’ demand for 

automotive tyres and other industrial uses will more than offset any slowdown in the OCED 

markets, as more passenger cars and light tucks are owned. 

 In a recent Michelin Investor day, Macquarie automotive and tyre analyst, Jens Schattner, 

reported that the company had a positive long-term outlook for tyres in the global passenger car & 

light truck division, which is expected to grow by around 4% per annum over the period 2010-

2020. This growth will be predominantly driven by the passenger car park expansions in the 

BRIC countries, especially in China, which – according to Michelin – is expected to contribute 

more than 50% to the global annual passenger car & light truck tire vehicle growth over the period 

2010- 2020. 

Fig 14 Quarterly global tyre volume growth of 
Michelin and Macquarie forecasts 

 Fig 15 Global passenger car & light truck market (in 
millions of tires) 

 

 

 
Source: Michelin, Macquarie Research, November 2012  Source: Michelin, Macquarie Research, November 2012 

 

Supply – responding to weaker prices and weather 

 Natural rubber supply should improve during 2013, following a mixed picture in 2012. The 

Association of Natural Rubber Producing Countries (ANRPC) is optimistic about production 

prospects and predicts supply growth of over 5% within its members. We are more cautious, at 

3% and 4%, respectively, for this year and the next. This is predicated on poor tapping incentives 

(lower prices), uncertain weather (it was too rainy in Indonesia, and a mild El Niño that has led to 

dry Asian weather could impact yields next year), and the recently introduced cap on exports from 

some of the major producers in an attempt to boost prices (which may deter producers).  

 The three largest natural rubber exporters, Thailand, Indonesia and Malaysia (which control 

70% of the world's supply), have recently agreed to cut supply from the market by a total of 

450,000t over six months from October 2012. The latest plan by the so-called ITRC involves total 

export curbs of 300,000t. Thailand will cut 150,000t, Indonesia around 100,000t and Malaysia up 

to 50,000t. The mechanics of the scheme have not been announced. The three nations will also 

cut down rubber trees on a total 16,000 hectares to take supply, equivalent to 150,000t of rubber, 

off the market. The area will be replanted but rubber trees take around seven years to mature and 

produce latex. 
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 The export restriction is an attempt to put a floor under recent price falls in the sector. In our base 

case forecasts (depicted in Fig 16), we have assumed that the intervention does not necessarily 

take place, as producers will “cheat” (as often seen in cartels). Production is extremely 

fragmented, and the unconsolidated nature of smallholders will result in supplies slipping out as 

they seek cash revenues. Although the scheme officially began last month, the bearish price 

action in the Q4 to date appears to reflect little restraint in exports has taken place so far. 

 Our scepticism further arises also from announcements earlier this year from main producer, 

Thailand, whose government announced plans for an intervention scheme in the domestic 

rubber market in mid-January 2012 (later postponed to March). Under the scheme, the 

government offers a soft loan to cooperatives to buy up to 200,000t of rubber from farmers and 

keep it in stocks to support prices, with the aim of pushing USS3 grade above 120 baht per kg 

(US$3.88/kg). But there has been little evidence of this taking place in a concerted manner (we 

understand that only 50,000t or so was bought by the government to date), and indeed, Thai 

prices since March have actually fallen well below this support price (see Fig 20). 

 But we also look at the scenario whereby the cutbacks do take effect. For this we have 

assumed that of the proposed 450,000t, some 225,000t will be taken off the export market in Q4 

2012, with the remainder in Q1 2013. It is as yet unclear how the three governments will enforce 

the cap on exports, but the frequency of farmers' tapping could be monitored or stocks could be 

built up domestically. The impact that this would have on global supplies are illustrated in the 

penultimate row of the below table.  

Fig 16 Global natural rubber production (‘000t) 

 2007 2008 2009 2010 2011 2012 2013 

 Thailand             3,056         3,090         3,164         3,252         3,470         3,585         3,750  
 Indonesia             2,755         2,751         2,440         2,736         2,980         3,050         3,200  
 India                811            881            820            851            893            920            960  
 Malaysia             1,200         1,072            857            939            996         1,000         1,025  
 Vietnam                602            660            724            755            812            860            900  
 China                588            548            644            665            700            765            785  
 Cote d'Ivoire                183            195            203            227            234            243            253  
 Brazil                116            123            129            132            135            140            144  
 Others                484            685            710            844            850            860            875  
 Total world             9,794       10,005         9,691       10,401       11,070       11,423       11,892  
  % change 0.9% 2.2% -3.1% 7.3% 6.4% 3.2% 4.1% 
With the ITRC 
intervention cutbacks 

            
9,794       10,005         9,691       10,401       11,070       11,198       11,667  

  % change 0.9% 2.2% -3.1% 7.3% 6.4% 1.2% 4.2% 

Source: EIU, IRSG, RCMA, Macquarie Research, November 2012 

 Thailand: The world's largest producer of natural rubber appears to have shrugged off the impact 

of heavy rain at the start of 2012, with production of natural rubber up by 4.7% YoY in H1 2012. 

Production in the final quarter of the year could be reduced to a certain degree by the planned 

tripartite export reduction. Yielding area in Thailand this year, is believed to have expanded by 

115,000 ha according to ANRPC. This takes into account that 173,000 ha of trees planted during 

2005 and a small portion of 149,900 ha planted during 2006 that likely started yielding this year. 

Offsetting this, however, are trees in at least 50,000 ha that were ready to be uprooted this year 

for replanting. 

 Indonesia: Total Indonesian production grew by a negligible 0.9% YoY in the first six months of 

2012. After the strong growth of 9% in 2011, adverse weather in the first half of 2012 have 

constrained this year's output. According to the Rubber Association of Indonesia overall 

production in the key rubber-producing areas of Sumatra and Kalimantan has been affected by 

heavy rainfall in Q1. In addition, farmers have also reduced tapping in reaction to falling prices, 

further depressing output. In line with its commitment to limit exports with Thailand and Malaysia, 

production may be reduced further in the last quarter of 2012 as farmers tap trees less frequently 

(but much of the reduction will also be down to exporters building up stocks domestically). 

 Indonesia’s government plans to replant around 300,000 ha of the national rubber crop with 

higher-yielding trees. The move is intended to increase productivity by 44.5% by 2015, but given 

that the replanting will cover an area equivalent to around 9% of the crop, this will be at the cost of 

production during 2013 and 2014, when the process takes place. Therefore, we forecast average 

production growth of 4-5%, up on a poor 2012, but well below the surge in production seen in 

recent years. 
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Fig 17 Thai natural rubber area – restrictions aside, there 
is potential for considerable supply growth from 2013 

 Fig 18 Indonesia natural rubber area – lack of funding 
has prevented greater replanting in recent years 

 

 

 
Source: ANRPC, Macquarie Research, March 2012  Source: ANRPC, Macquarie Research, March 2012 

 Malaysia: Production in Malaysia continues to remain well below 2008 levels as the impact of 

adverse weather and labour shortages take their toll. Tapping is generally less remunerative than 

industrial employment, and rubber farming is more labour-intensive than palm oil production. 

Production fell almost 10% in Q1 2012 due to heavy rain in Feb-Mar, but the decline in Q2 was 

much less. Malaysia’s natural rubber production in 2012 will remain weak, dragged down by 

export restrictions that came into effect from October and the weak first-half performance. 

Assuming more favourable weather conditions, production growth should be stronger in 2013, 

aided by ongoing government assistance for replanting and other production-boosting efforts. 

Fig 19 World production of natural rubber in 2011  Fig 20 Thai fob prices of RSS3 rubber 

 

 

 
Source: IRSG, Macquarie Research, November 2012  Source: Bloomberg, Macquarie Research, November 2012 

 Vietnam: A rising star in world rubber production, Vietnam’s expanding output has made it an 

increasingly important producer and exporter of natural rubber. So much so, that the current top 

three global producers have asked it to join their cartel. According to the ANRPC, Vietnam will 

produce 955,000t of natural rubber this year, an increase of 17.6%, which would rank it third 

globally among producers. The rubber industry received a lot of investment in recent years, with 

exporters targeting the Chinese market; exports in the first six months of 2012 were 34.8% higher 

YoY. Production in Vietnam could rise by an annual average of 5–6% in 2013–14. However, there 

are issues affecting Vietnam’s potential growth. In particular, at the end of 2011 the Ministry of 

Finance imposed an export tax on natural rubber of 3% to try and encourage local processing. 

The continued growth in exports in the first half of 2012 implied that the tax was not having too 

much of a constraining effect, but with prices falling during 2012, producers are now complaining 

that it is becoming unprofitable to export while local prices are still low. This is likely to affect 

growth in output in the early part of 2013, while prices remain subdued. 
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Fig 21 Thailand quarterly natural rubber production  Fig 22 Indonesian quarterly natural rubber production 

 

 

 
Source: IRSG, RCMA, Macquarie Research, November 2012  Source: IRSG, RCMA, Macquarie Research, November 2012 

 India: First-half production of natural rubber in India, the fourth largest producer, grew by 2.1% 

YoY. Heavy rains in the country's main rubber-producing areas have disrupted production, as 

have farmers' concerns over low prices. After expected growth of 3% in 2012, production growth in 

2013 should be higher, as ongoing improvements to productivity start to yield results. According to 

the Indian Rubber Board, 14,000 ha of rubber trees, which were planted seven years ago, are now 

becoming productive. Medium-term prospects for Indian rubber production are promising, partly 

because the government is committed to expanding the country's rubber-producing capacity. By 

the end of the government's 12th Five Year Plan (2012-17) it hopes to bring an additional 60,000 

ha under cultivation. 

 Africa: Rubber production in Côte d'Ivoire continues to be an attractive crop for small holders to 

make money out of, despite the political crisis that engulfed the country in early 2011. Production 

growth in 2012 has apparently been affected by a shortage of available labour, since many 

workers fled rubber-producing areas during the post-election violence. The IRSG puts growth at 

25.3% YoY in the first half of 2012, but this was from a very low base a year earlier. Production 

should grow at an average of 4% a year in 2013–14. The medium-term growth prospects are 

promising. The government is aiming to renew 300,000 ha of existing plantations and plant 

another 300,000 ha by 2018. 

Fig 23 Natural rubber production by country  Fig 24 Global natural rubber production and growth 

 

 

 
Source: EIU, IRSG, RCMA, Macquarie Research, November 2012  Source: EIU, IRSG, RCMA, Macquarie Research, November 2012 
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 Longer term: A long term study conducted by the IRSG a few years ago noted a dramatic 

increase in total new planting in the eleven main producer countries during 2005–2008. In 2008 

total new planting was estimated to have reached around six times the level of 2000. The total 

area expansion devoted to rubber totalled more than 1 million hectares during this period. Given 

that on average it takes 7 years for rubber trees to grow, the impact of this planting surge will be 

noted in 2013, when we expect to see a much larger expansion in production. But we caution that 

this growth may be affected by reduced yields from current ageing trees or indeed, the felling of 

old trees. Furthermore, if prices remain weak, this will discourage full capacity tapping. 

 The high rubber prices of 2010/11 have also led to a second surge in planting rubber similar 

to what we saw in 2005–2008, when new areas in Africa (especially the Ivory Coast), Laos, 

Cambodia and Vietnam took to rubber farming. Each of these regions still enjoy cheap access to 

labour. A similar move is being felt now, with China looking at planting 60,000 ha in Ivory Coast, 

and Vietnam planting more rubber in Laos and Cambodia. Even Guatemala is looking to plant 

rubber because of the high returns. But the yields from these planting efforts will only be felt from 

7-8 years from now. 

Stocks and prices 

 Taking stock of the above supply and demand dynamics, the natural rubber market is expected 

to post a comfortable surplus during 2012 of around 240,000t. Another similar sized surplus is 

likely for 2013, on account of sluggish demand growth and higher production. In turn, the surplus 

production will result in a build-up of stocks. 

Fig 25 Natural rubber supply/demand balance – with and without the ITRC intervention 

 2007 2008 2009 2010 2011 2012f 2013f 

Supply          9,794      10,005         9,691      10,401      11,070      11,423      11,892  
Less ITRC intervention          9,794      10,005         9,691      10,401      11,070      11,198      11,667  
Demand          9,764         9,909         9,365      10,850      11,096      11,180      11,538  
Balance               30              96            326  -         449  -           26            243            354  
Balance after intervention               30              96            326  -         449  -           26              18            129  
Stocks          2,154         2,250         1,775         1,509         1,483         1,726         2,080  
Stock/use (S/U)% 22% 23% 19% 14% 13% 15% 18% 
Stocks after intervention          2,154         2,250         1,775         1,509         1,483         1,501         1,630  
S/U % after intervention 22% 23% 19% 14% 13% 13% 14% 

Source: EIU, IRSG, RCMA, Macquarie Research, November 2012 

 Historically speaking, though, rubber stocks are not terribly high or burdensome. But compared to 

the last two years, it is clear that the market will be more comfortably buffered against supply 

disruptions. Indeed, as a share of the total consumption, stocks will be around 15%, rising to 

18% in 2013, as we see in Fig 25. This is well down on the historical average (which was over 

22% prior to 2009). In 2013, as global economic prospects are likely to be slightly more 

favourable, such a tight level of stocks could provide some support to prices. 

 China has taken advantage of recent low prices by purchasing and building up stocks that 

had fallen to quite low levels. At warehouses monitored by the Shanghai Futures exchange, 

rubber stocks are now getting closer to the more comfortable levels of late 2010, at around 

63,000t (Fig 27). However, we estimate that China’s state reserve stocks are at a more hefty level 

of over 200,000t. This has been putting pressure on Shanghai rubber futures lately. 

 Figs 26 and 27 below, on forecast stocks and supply/demand balances, are based on supply 

continuing without the supply restrictions from the ITRC. But for an analysis on what the impact 

would be with the full 450,000t cutback from the three Asian producers during the current quarter 

and next, please refer to the relevant rows in Fig 25. We see here that should the full restriction be 

enforced, stocks could fall to 13% of global consumption this year, presenting a much tighter picture. 
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Fig 26 Singapore RSS3 rubber futures have been 
trending lower despite the start of the intervention 

 Fig 27 Chinese rubber stocks in Shanghai futures 
exchange warehouses – trending up 

 

 

 
Source: IRSG, Macquarie Research, November 2012  Source: Bloomberg, Macquarie Research, November 2012 

 As mentioned above in the Supply section, we are not convinced that the ITRC will 

successfully restrict supplies (the recent continued fall in prices being testament to this, despite 

the programme officially having started in October 2012). Natural rubber prices have fallen by 

nearly 60% since peaking in Feb 2011. Singapore listed January RSS3 rubber futures currently 

stand at $2.96/kg. Our detailed analysis of supply and demand trends globally do not paint a 

constructive picture going forward. 

 We are most concerned about the demand side, which looks fundamentally weak in the mature 

economies. Macro risk-off moves will have a disproportionately larger (bearish) impact on 

rubber prices than any potential short term supply moves. As we move into 2013, the market is at 

any rate entering the structurally expansive phase of the rubber production cycle. And 

whether producers decide to tap or not, this too will weigh on the market.  

 Our base case assumes prices weaken further in 2013 to an annual average of $2.80/kg. We 

believe in the short term that prices will edge up during Q1, due to a seasonal dip in production 

(lower yields due to the wintering period), as well as support from potential ITRC cutbacks. But 

thereafter, prices will resume lower, as supply peaks. Our base case price forecasts are presented 

in Fig 30. A successful supply-side cutback by the ITRC members would provide upside risks to 

the prices published below. 

Fig 28 Quarterly natural rubber stocks and balance  Fig 29 Natural rubber supply/demand balance* 

 

 

 
Source: IRSG, Macquarie Research, November 2012                   *Assumes ITRC intervention cut back will not be successful 

Source: IRSG, Macquarie Research, November 2012                   
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Fig 30 Singapore exchange (RSS3) rubber futures prices and base case forecasts 
(USc/kg) 

 2008 2009 2010 2011 2012f 2013f 

1 Qtr 273 146 318 567 385 315 

2 Qtr 303 167 374 530 360 290 

3 Qtr 300 208 337 466 298 270 

4 Qtr 160 257 432 361 308 245 

Year 259 195 365 481 338 280 

% change -1.60% -25% 88% 32% -30% -17% 

Source: Bloomberg, Macquarie Research, November 2012  *Assumes ITRC intervention cut back will not be successful 
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