
Coffee Production and Prices 
Cents per pound 
300 1 COFFEE FUTURES PRICES~ 

Number of trading units: 37,000 Ib. (250 bags) 

I 

a. "C" contracts. "Nearby close" refers to the contract maturing the earliest, and "fifth contract close" refers to the contract maturing the latest. 
b. Nearby contract. 
NOTE: All data are for green coffee. 
SOURCES: U.S. Department of Agriculture, Foreign Agricultural Service; U.S. Depariment of Commerce, Bureau of the Census; and Coffee, Sugar and Cocoa 
Exchange, Inc. 

Coffee prices-110th spot ancl fu- 
tures-have fl~~ctuated wiclely in 
the 17ast year. The spot price for 
rllilcl ColomtIi~~n aral~ica cloiiblecl 
between May 1996 ancl Ma). 1097. 
ancl other prices rose 11y nlore than 
50%. i\/Iost analysts attril~utecl this 
volatility to procluction iincel-taint);. 
even t l l o ~ ~ g h  iot:ll p r ~ d ~ ~ c t i o ~ l  \V:~S 

expecteel to increase. (\Y;orlcl cle- 
mancl \\.as also expected to rise.) 

A l t l ~ o ~ ~ g h  coffee prodc~ction has 
cliversifiecl intern:~tionztlly, ~vexther 
conclitions arouncl the \vorlcl remziin 
an important k~ctor in f~~ tu res  prices. 

Fe:lr of incleme~lt contlitions in 
t3~izil ancl Colombia-the worlcl's 
top tn-o ~xoducers-has apparently 
si~l~sicled, as the nearby f~itures price 
(the next maturing contract, usually 
;I maximum of three months awa).) 
tlropped 33% between April ancl 
June. These contracts still stancl k ~ r  
:ihove I996 prices, however. The 
longest :ictively traded contracts 
(currently clue in July 1993) show 
much less variation. This hxs lecl 
to mther extreme bnck~carzl~~~ioii ,  
~vhere  short-term futures prices ex- 
ceecl long-term ones. 

Interestingly, the surge in prices 

has not been reflectecl in either 
open interest (the total number of 
open contracts) or vol~llne (the 
n ~ ~ m b e r  of contracts tradecl over a 
gi~.en period). In the case of coffee, 
olx31 interest i~sually esceeds vol- 
~ i m e .  since a colltr-act must exist to 
l ~ e  tradecl. Nowe\,er, volume c;ln 
surpass open interest if contracts are 
tr.;lclecl more than once. The 
strongly seasonal pattern seen in 
many markets reflects the increase 
in \.olume :inel open itlterest :is a 
contract nears matiirity ancl be- 
comes the "nearby" contract. 
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