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DEAR CUSTOMER

T

hank you for the opportunity to give you some insights into
the Macadamia industry and a general update on the crop.

Many buyers have asked why macadamia nuts have become so
expensive and, more importantly, if the current price levels will
hold rm throughout 2018. A deeper understanding of the nature
of global demand and supply is, however, required to answer this thorny question.
We can start with demand, since it is currently the main driver of price:
Consumers regard Macadamia nuts as the ultimate guilt free indulgence, and signicant growth in demand
has occurred over the past 5 years, especially in Asian markets. Supply has not been able to keep up with this
demand, in spite of the hype around the many new regions now establishing Macadamia nut orchards. This
situation has contributed to signicant price increases this year, yet higher prices have done little to curb the
demand. Macadamia nuts have become an aspirational purchase in many markets, and a price increase
doesn't always lead to less demand in this situation.
The world of retail is also changing quickly, and online purchases are affecting the Macadamia market as well.
High valued macadamia nuts are particularly attractive to online companies due to lower delivery costs and
higher margins. The chart below indicates the sales' volumes of the different tree nut types by one of the
largest online nut brands in Asia, compared to overall global consumption. As you can clearly see,
Macadamias and high value Pecans dominate their sales, even though these two commodities make up a
very small portion of the larger tree nut basket.
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(continued from overleaf)

This important trend of higher valued nut types “boxing above its weight” in the premium online markets is
expected to continue. This will be one of the main drivers which will consume a large portion of the world's
premium quality macadamia nuts. It is also important to note that this strong, yet fragmented, Asian demand
did not exist historically during the previous three price corrections (as seen below), when a couple of large
European and North American retailers dominated demand.

The discontinuation of a couple of large retail lines
will have much less of an impact than previously due
to a more diversied market, supported by strong
underlying demand, which can absorb any additional
supply at short notice.

UNLOCKING NEW TARGET MARKETS
The Australian Macadamia Society has also done
fantastic work in creating a positive association
between macadamia nuts and beauty, with specic
focus on longevity. This has stimulated a niche'
market of wealthy female consumers who purchase
macadamias for its unique Omega 7 oil content,
which is proven to increase skin elasticity and the
promise of looking forever young. Sales data in some
of the Asian markets clearly shows this trend based
on the very high proportion of female consumers.
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The main risk factor to consider is the quality requirements and timing of the Chinese In-shell market, which
has become the main driver of demand. A signicant portion of the world's macadamias are now sold as insell at premium prices. Although this market has huge growth potential, the supply chain and seasonal
requirements lend itself out to market manipulation for short term gain. If our industry can, however, provide
the Chinese market with what they want when they want it we can expect the majority of future growth in
supply to be absorbed by this market. It is thus safe to assume that demand should exceed supply, even at
current price levels, for the foreseeable future.

SUPPLY
On the supply side, presently we can expect a signicant increase for next year.
The 3 major supply regions; Southern Africa, Australia & Kenya, will have
additional orchards coming into production, while the signicant new plantings
in Yunnan, China, are also expected to come online.
South Africa has mostly experienced favorable weather during the ower and
nut-set stages; http://www.freshplaza.com/article/183019/Perfect-timing-forearly-summer-rain-over-interior-of-South-Africa.
Our later owering variety, Beaumont, has however not set as well as expected.
This variety makes up around 40% of our crop, and will thus have a signicant
impact on the supply. Our early 2018 estimate is for a normal crop, and not above
normal volumes. It is, however, still very early in the season and Mother Nature
will have the nal say on global supply for 2018.
It is also critical for any macadamia buyer to understand that not all macadamias are equal. The majority of
new growth in the industry is from small scale subsistence farms in tropical regions, where it is very
challenging to control quality. Salmonella risk from these regions is also substantially higher, and although
pasteurization options exist, it often impacts on the quality and shelf-life of an already substandard product.
Macadamias sell into a premium market segment at very expensive prices. Customers have a high
expectation and you have to guarantee a good eating experience. The macadamia industry is still young and
has not developed universal quality standards that are rigorously implemented. New buyers don't always
fully appreciate this and often buy substandard, cheaper products, which goes directly against what the
consumer expects.
The supply of quality macadamias will thus remain constrained, and while there is no carry over stock, we can
expect current price levels to hold rm throughout 2018, even if supply increase due to favorable weather
conditions.
We are sold out for 2017, but please feel free to contact us early for your 2018 macadamia kernel
requirements, since we have already made signicant commitments.

Kind regards,
Nico van Schalkwyk
nico@goldenmacadamias.com
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