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Executive Summary

This paper investigates the intersection of historical seasonal trends, technical
analysis, and recent geopolitical developments in identifying optimal trading
strategies for coffee and cocoa commodities in 2025. Using simulated historical data
and forecast overlays, we reveal patterns and actionable entry/exit points grounded
in empirical models and commodity-specific dynamics. The analysis integrates
supply chain disruptions, climate-related events, and regulatory shifts, supported by
graphical insights and a quantitative framework.

1. Introduction

Cocoa and coffee, as globally traded agricultural commodities, are deeply influenced
by seasonal cycles and geopolitical variables. Accurate timing of market entry and
exit is critical for traders, producers, and institutional hedgers.

2. Methodology

e Historical monthly average prices for cocoa (USD/ton) and coffee (cents/lb)
from 2010 to 2024.

e Simulated 2025 price forecasts incorporating random walk models adjusted
for news sentiment and structural events.

e Technical indicators including support/resistance, moving averages, and
pattern recognition (breakouts, reversals).

e Event correlation from geopolitical triggers (e.g., El Nino, EU deforestation
rules, West African crop failures).

4. 2025 Forecast vs Historical Averages
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e Coffee: The 2025 forecast suggests a weaker Q1 due to oversupply fears and
reduced Asian demand. However, prices align with the seasonal average by
July, indicating a tactical long entry in late May or early June.

Cocoa Price Trend 2025
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e Cocoa: Despite expected seasonal weakening mid-year, the 2025 forecast
shows elevated prices throughout due to persistent supply deficits,
regulatory bottlenecks, and disease-related yield losses.



5. Technical and Quantitative Analysis

Commodity | Key Level |Level Unit Notes

Coffee Support 1 272 |cents/lb | Lower support zone

Coffee Support 2 300.5 [cents/lb | Higher support zone
Resistance

Coffee 1 327 |cents/lb | First resistance zone
Resistance

Coffee 2 335|cents/lb | Second resistance zone
Major Strong support for cocoa

Cocoa Support 8300 |USD/ton |price

Cocoa Resistance 9500 |USD/ton |Likely cap for rally
Wave-IV Elliott Wave projection Q4

Cocoa Target 5980 |USD/ton | 2025
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The proposed tactical entry near 295 cents/lb aligns with the anticipated bullish
reversal pattern, supported by seasonal uplift during Brazil’s frost season.

o Downside floor: Placing a protective stop at 290 cents/1b limits
drawdowns if market support fails.
o Upside potential: Initial resistance target is identified at 327 cents/lb, a
zone that coincides with prior breakout structures and supply zone tests.



o Risk/Reward profile:
o Absolute upside: ~10.85%
o Absolute downside: ~1.69%
o Risk/Reward multiple: ~6.4
This configuration demonstrates asymmetrical payoff characteristics.
The position favors trend continuation with clear technical
invalidation if the lower band is breached.

Cocoa (London Cocoa Futures)
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Market entry is positioned within the structural support corridor at 8,300 USD/ton,
reflecting high confluence with recent warehouse drawdown trends and
constrained West African supply.

e Downside floor: A tight stop below 8,200 USD /ton secures capital
discipline against further structural erosion.
o Upside target: Initial resistance is projected at 9,500 USD/ton, aligning
with historical Q2-Q3 peaks and premium contract forward spreads.
o Risk/Reward profile:
o Absolute upside: ~14.46%
o Absolute downside: ~1.2%
o Risk/Reward multiple: ~12.0
The proposed exposure exploits mean-reversion dynamics alongside



fundamental supply tightness, offering substantial convexity under
constrained downside.

6. Geopolitical and Structural Market Context

Coffee:

ICO projects global deficits until 2027.

Brazil's frost outlook and Indian production shortfalls tighten global supply.
Regulatory risks from the EU and US contribute to mid-year price spikes.

Cocoa:

The cocoa market is heavily influenced by production in West Africa, particularly
Ivory Coast and Ghana, which together account for over 60 percent of global cocoa
supply. In 2024-2025, both nations are facing a severe production crisis. The
Swollen Shoot Virus continues to damage trees, with some reports estimating up to
30 % production losses in certain regions. Political instability in Ivory Coast and
logistical inefficiencies in Ghana have created delays in exports, contributing to low
warehouse stocks in key destinations like Rotterdam and New York.

The introduction of the EU Deforestation-Free Regulation (EUDR) has added
pressure on West African exporters to improve traceability and compliance.
Smallholder farmers are struggling to meet new requirements. Major buyers like
Barry Callebaut and Olam are front-loading contracts and securing future supply at
premium prices. Cameroon and Nigeria, the next largest producers, are seeing some
benefit from price spillovers but face infrastructure and capacity constraints.

7. Strategy Recommendations

Coffee (Arabica Futures)

Seasonal Window: May - July
The period aligns with the Brazilian frost season and mid-year shipping constraints,
historically coinciding with volatility spikes and tightness in Arabica differentials.

Technical Trigger:
A reversal structure is anticipated at ~295 cents/lb, validated by multi-year
support tests and mean-reversion to the 50-day moving average.

Tactical Entry Zone:
A discretionary buy zone is set between 295-305 cents/lb, allowing for partial



scaling around the primary pivot to average down exposure cost if intra-day
volatility expands.

Target Objective:
Profit-taking is aligned with resistance bands between 327-335 cents/lb, marking
the upper channel boundary of prior failed breakouts and supply-side sell zones.

Risk Protocol:

A stop-loss trigger below 290 cents/1b is employed to contain tail risk in the event
of fundamental mispricing or exogenous shocks. This placement respects prior
structural lows and reduces whipsaw exposure.

Cocoa (London Cocoa Futures)

Seasonal Window: July - October
The window captures post-harvest structural corrections, typical mid-year supply
gluts, and sets the stage for Q4 contract roll arbitrage opportunities.

Technical Trigger:
Price is expected to pull back toward the 9,200 USD/ton area, intersecting with
strong historical resistance that flips to interim support during reversion phases.

Tactical Entry Zone:

Initiate long exposure within 8,300-8,600 USD /ton, exploiting high-probability
bounces from fundamental warehouse stock drawdowns and ongoing supply chain
frictions in West Africa.

Target Objective:
Upside exits are projected between 9,000-9,500 USD/ton, bracketed around the
seasonal high average and ICE futures backwardation levels.

Risk Protocol:

Downside is capped by a stop-loss below 8,200 USD/ton, securing capital against a
deeper structural breakdown, unexpected yield rebounds, or macro de-risking
events.

8. Risk Factors

Currency Risk: Both commodities are USD-denominated. A strong US dollar could
suppress prices in local terms or alter global demand.



Macro & Policy Shocks: Unexpected global economic slowdowns or trade policy
changes could disrupt supply/demand dynamics.

Supply Surprises: Weather anomalies, disease containment breakthroughs, or
sudden geopolitical stability could quickly shift structural deficits.

Regulatory Shifts: Tightening or delays in the EU Deforestation-Free Regulation or
new sustainability mandates could reprice origin premiums.

9. Conclusion

Integrating seasonal trends, technical triggers, and geopolitical analysis yields a robust
framework for trading cocoa and coffee in 2025. Seasonal cycles provide timing anchors,
while macro risks and structural supply disruptions create asymmetrical opportunities.
Deviations from historical patterns require adaptive strategies that blend historical models
with real-time analytics.

10. Comparative & Future Outlook

Ivory Coast and Ghana continue to lead global cocoa production with over 60% of supply,
but face significant structural risks including the Swollen Shoot Virus, aging plantations, and
the EU deforestation regulation. These issues open the door for countries like Ecuador and
Brazil to gain share through niche, certified exports. While scaling remains a challenge, co-
ops and direct trade models in Latin America are positioning to capture demand from
EU/US buyers seeking traceable, premium supply.

Region 2024/25 Y/Y Change Key Factors
Production (k
MT)
Ivory Coast 2,100 -15% Virus, EUDR
Ghana 750 -12% Smuggling,
logistics
Ecuador 350 +5% Fine flavor, co-ops
Brazil 250 +6% Climate resilience
Nigeria 280 +3% Limited scale

Major traders like Barry Callebaut, Olam, and Cargill still handle around 60-70% of global
cocoa trade, while big coffee flows are dominated by Volcafe, Neumann, and ECOM.




However, new players like Latin American co-ops and Indonesian fine cocoa exporters are
gaining share by meeting tight traceability and sustainability standards.

Going forward, the market is expected to tighten as buyers seek certified origin to comply
with EU and US rules. Small, adaptable suppliers could gain 5-10% share by 2027

Appendix: Methodology

Data Sources:

Historical monthly averages for coffee and cocoa prices are derived from ICO
(International Coffee Organization) and ICCO (International Cocoa Organization)
bulletins covering 2010-2024.

Forecast Model:

The 2025 forecast uses a random walk model adjusted for structural news sentiment and
macro variables such as El Nifio probability and regional crop health reports. Seasonal
adjustments use a 10-year rolling mean overlay.

Technical Analysis:

Support, resistance, and tactical levels are drawn from weekly price structures, moving
averages (50/100-day), and simple pattern recognition. Elliott Wave counts provide
alternative scenario stress tests for cocoa.



