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Box 1. Commodity prices: soybeans and oil

The world economy is still growing but at a slower
pace, especially among the emerging markets. In
this context, there is still long-term uncertainty
over China, the key source of demand for
commodities worldwide. On the other hand,
exchange rates continue to weaken in most
countries on the deterioration of fundamentals
(both domestic and external) and the lift-off for
rate hikes by the Fed. All of this gives downside
bias to commodity prices (uncertainty over China
and the strengthening of the USD move inversely
to commodity prices). Thus, in the YtD there have
been sharp contractions in the market prices of
commodities that are important to Paraguay, such
as soybeans and oil (Figure B.1.1).

Figure B.1.1
World oil and soybean prices
(January 2011=100)
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It should be noted that, according to the IMF, even
though the drop in the crude oil price has positive
effects on GDP, since it helps to dampen the cost of
imports, this is not enough to make up for the
negative impact of the steady fall in the price of the
soybean, which is the country’'s foremost export
product.

Soybeans

The soybean price currently stands at around
USD325/tonne and shrank by a cumulative 14%
between the end of 2014 and November 2015.
This downward trend in the price is mainly due to
lower demand from China (over 60% of the world
demand for soybeans) and the bumper harvest in
the United States (33% of global supply). Towards
the end of the year, we expect prices to hold at
current levels.

Looking forward, we expect the price of soybeans
to remain relatively stable (or keep to a slight
rising trend), in a context where drops in supply
(lower profit margins with price weakness have an
adverse impact on the cultivated area) are
marginally neutralised by the effects of weaker
demand, especially from China. We therefore
expect the price to hold at around USD330/tonne
over a large part of 2016 and to approach
USD340/tonne towards the end of 2017 (Figure
B.1.2).

Figure B.1.2
World soybean price (USD/tonne)
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Going forward, we think that the oil price will

recover gradually and converge on a long-term
level of around USDG65/bbl in 2017 (see Figure
B.1.3). The recovery will arise from an
improvement in global demand and lower supply
in a context of low prices, which will lead to a
keener balance between demand and supply. On
top of this, the geo-political tensions in the Middle
East will also have a bearing on the crude price.
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DISCLAIMER

This document has been prepared by BBVA Research Department, it is provided for information purposes only and
expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or
based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers
no warranty, either express or implicit, regarding its accuracy, integrity or correctness.

Estimations this document may contain have been undertaken according to generally accepted methodologies and
should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no
guarantee of future performance.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.
BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.
This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any
interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract,
commitment or decision of any kind.

In regard to investment in financial assets related to economic variables this document may cover, readers should be
aware that under no circumstances should they base their investment decisions in the information contained in this
document. Those persons or entities offering investment products to these potential investors are legally required to
provide the information needed for them to take an appropriate investment decision.

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation,
distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or
process, except in cases where it is legally permitted or expressly authorized by BBVA.
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