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WEEKLY MARKET

WEATHER

Not a lot of rain about again which will draw to a close a
very dry June for many areas of NSW. CW saw below
30% of average while further south wasn’t a lot better
with averages generally below 50%. It continues to
remain a concern with not a lot on the radar for the
coming two weeks.

TOWN WEEKLY m 2011

Narrandera 1Imm 22.2mm 361.6mm
Cowra 7.2mm 10.2mm 252.8mm
Hillston Omm 6mm 250mm
West Wyalong 5.8mm 9.8mm 295.2mm
Oaklands Imm 22.6mm 343mm

LOCAL

Liquidity in the local market continues to be an issue at
both the grower and consumer level and is at a low for the
year as grain markets continued to slide backwards over
the week. Grower interest still remains limited and was
indifferent to value opportunities that were available on
old season crop parcels throughout the week relative to
the current market values. New season selling remains
quiet which is to be expected due to the decrease in
values seen over the last week. Local consumers were still
in the market though there was limited trade with ~$10
difference between the bid and offer on most grades as
consumers try to push values even lower and try to take
advantage of the current market weakness. Cool, damp
conditions remained this week with limited rainfall over
the Southern Ag Grain draw area. Reports on mice activity
has been reducing as time progresses due to the colder
conditions, unfortunately activity is predicted to increase
significantly in spring when conditions warm up.

GLOBAL

The global sell off in commodity markets has continued all
week as sentiment particularly in the wheat market has
softened. Improved weather situations around the globe,
macro selling and potentially lower grain prices from
Russia are contributing to the outflow of capital. However
we still need clarity on the Russian situation and we also
have a crucial USDA stocks report out on Thursday which
may provide some support. The feeling is the report will
provide support for corn prices, particularly after the
recent price drop is not assisting with the rationing of
demand needed to help alleviate the tight stocks position.
A Stats Canada report had canola area up considerably
which pushed prices sharply lower, but there are also
some local canola issues with the recent dry weather and
damage by mice resulting in growers not re-sowing lost
crops. A front is pushing through WA bringing relief but
the radar for the eastern states remains quite clear.
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1 15 Apr May 17 Jun 20 Daily
CBOTJU 11 Whesat U627 | 1300 | 24% -2400  126%
CBOT 11.Com Uc630.75 925 250 -12% 723%
CBOTJU 11 Bars UX13075 990 0% 36% @ 406%
ICE1U 11 Carola AD57830 150 0% 36% 3B
ASX 11 Whesat AD234.80 000 51% -8 | -7%%
ASX1 11 Barley AD20800 000 23 88 10
ASX 11 Cardla ADS3H.00 000 0% 0% 34%
ADASDsot rate 1044 000 41% 248 2000
ADCADsot rate 10307 000 01% 14% 1A%
ASX/CBOT Whest besis AD1374 536 966 261 811
ASXCE Candla besis -AD67 2% 380 1442 8653
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FOCUS

The bleeding of agricultural commodity markets has
continued this past week with sentiment turning

level to ration demand and force consumers to switch to
other feed grains.

negative on the back of a number of factors. Firstly
weather conditions have improved in Europe, North
America and the Black Sea region and despite
production estimates revised lower the immediate
concerns have waned somewhat. We are also seeing
some aggressive marketing from Russia with grain
prices reported to be at values well below those from
other export origins, although many are still waiting for
more details on export conditions as the 1° of July
approaches. On top of all of this is the general macro
environment, namely the credit situation in Europe, and
further fund liquidation which have both assisted in
capital outflows.

On the flip side, the trade is already expecting corn
stocks to drop significantly and acreage has the
potential to increase on the previous estimates due to
late plantings in the western Corn Belt. Therefore we
may need to see an even greater cut in stock figures for
the sentiment to turn around immediately. Estimates
for wheat are also tending slightly bearish as acreage is
still up around 3m acres on last year, despite some
losses due to flooding in the north, and there is not a
major issue with stocks like that of corn.

The Russian situation remains a big unknown.
Consumers are obviously still wary of potential
restrictions as major importing countries such as Egypt,
Tunisia and Algeria have made purchases on the fall in
prices with clauses stipulating it must not be Russian
origin. We may well know by this time next week as to
whether there are any quotas or taxes imposed on
Russian wheat prices and what impact this has on global
values.

Although it has been all one way traffic in recent times
we will take a look at where the support may come from
to get us out of this current downward trend. Firstly,
the major item this week is the crucial USDA quarterly
stocks and acreage report out on Thursday. This is
expected to be neutral to bullish for corn with the trade
estimates tipping acreage to remain unchanged from
previous estimates but stocks to be sharply lower by
around 1billion bushels compared to June 2010. What
this is expected to show is that US corn stocks remain
excessively tight however the recent downturn in prices
is actually stimulating demand and not rationing it. We
have seen renewed import interest from China while US
cattle on feed and chicken numbers remain strong. To
alleviate these tight stocks prices must move to a higher
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Quarterly stocks as of 1 June (mbu)

These are the two big issues this week, particularly with
the major weather problems subsiding. Combine this
with public holidays in the US and Canada this weekend
and month, quarter and year end position squaring for
30 June and volatility is tipped to be high. After a week
of capital outflow and falling prices many are looking for
this report to provide the market with a change in
sentiment.

Ccorn 3,302 2,998 3,515 6,523 4,310
Wheat 826 791 878 1,425 973
Soybeans 590 477 632 1,249 571

- JAveragel _low | _High |Previous Est]2010 Final

Acreage Estimates 2011 (m acres)

Corn 90.77 89.50 91.50 90.70 88.19
All Wheat 56.67 55.00 57.60 57.70 53.60
Spring Wheat 13.35 12.50 13.90 14.43 13.70
Durum 2.03 1.31 2.80 2.37 2.57
Soybeans 76.53 75.50 77.19 76.61 77.40

Information independently provided by

dLACHSTOCKCONSULTING

www.lachstockconsulting.com.au

DISCLAIMER/DISCLOSURE: This publication has been prepared solely for the information of the particular person to whom it was supplied by Southern Ag Grain (“SAG”). This publication contains general advice
only. In preparing the advice, SAG has not taken into account the objectives, financial situation and particular needs of any particular person. Before making any decision on the basis of this advice, you need to
consider whether the advice in this publication is appropriate in light of your particular needs, objectives and financial situation. The information and opinions contained in this document have been compiled or
arrived at from sources believed to be accurate and reliable at the time of the report, but no warranties of accuracy, reliability or completeness are given (except insofar as liability under any statute cannot be
excluded) by SAG, Lachstock Consulting Pty Ltd (LS), and its associates. Opinions are subject to change without notice. Neither SAG, nor LS, or other associated parties accept any liability whatsoever for any
direct or consequential loss howsoever arising from any use of this document or its contents or otherwise arising in connection to it. No responsibility for any errors or omissions or any negligence is accepted by
SAG, LS, or any of the respective directors, employees or agents. This document may not be reproduced, distributed or published, in whole or in part, for any purpose, except with the prior written consent of
SAG
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CONTACT SOUTHERN AG GRAIN

02 6932 4400

Suite 2/17 Gurwood Street Wagga Wagga NSW 2650
www.southernaggrain.com.au | info@southernaggrain.com.au




