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WEEKLY MARKET REPORT

WEATHER

Very little rain recorded across the region last week,
although this may well change as the week goes on
with the central areas of NSW in particular looking
like they will get some heavy rain. With the weather
beginning to warm up growers will be looking for
further moisture to push things along.

TOWN WEEKLY m 2011

Narrandera 0.4mm 0.4mm 453.7mm
Cowra Omm Omm 349mm
Hillston Imm 1Imm 306.8mm
West Wyalong 0.2mm 0.2mm 354.2mm
Oaklands 3mm 3mm 424.8mm

LOCAL

Another dry week for most of the draw area except
for a few isolated showers on Sunday. With a
favourable forecast promising good rainfall, anywhere
from 10-50mm, crops will be well positioned to finish
strongly. Further gains across the market early in the
week revived new crop grower interest which was
then tempered late in the week as the market slid
backwards sharply. Old crop wheat and barley values
continue to find support on the back of sustained FOB
demand with most stem fully booked into October/
November. In addition to wheat and barley 3
windows, Southern Ag Grain is pleased to announced
the release of canola 3 windows and a new multi-
milling wheat contract this week. Contact the office
for further details.

GLOBAL

Markets have been mixed in recent times with profit
taking causing prices to fall sharply last week only for
concerns over the US weather to resurface leading
into the US long weekend. As a result markets
jumped on Friday night, however with the US on
holiday we will need to wait another day to get any
further leads. We won't have to wait long for things
to heat up again though with the first USDA report
out on Monday following the much publicised US crop
tour in which yield estimates for corn were slashed
considerably by a number of sources. In the past few
days FC Stone have also cut yields to 146.3bu/acre
although the market consensus is still around the 149
-150 mark. It will be a surprise if the USDA slashes
their yields to under 150bu/acre although they have
been known to pull a few surprises. Soybean yield
estimates have generally been a lot stronger,
however recent forecasts for hot and dry weather is
providing some strong price support.
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CBOT Sep 11 Wheat USc730.00 41450 & -2.0% 4 7.5% & -0.4%
CBOT Sep 11 Comn USc750.25 2150 ¥ -1.0% 4 8.3% 4 59.5%
CBOT Sep 11 Beans USc1,436.00 [411.25 [&-09% | 8.1% |4 37.1%
ICE Nov 11 Canola AUD575.90 4090 #-09% 4 37% 1 32.2%
ASX Sep 11 Wheat AUD258.00 = 0.00 ¥ -03% 4 25% |[#-13.1%
ASX Sep 11 Barley AUD212.50 = 000 = 0.0% & -5.1% §-20.0%
ASX Sep 11 Canola AUD540.00 & 000 & 0.0% [ 0.0% f 11.1%
AUD/USD spot rate 1.0525 4000 F-15% £ 07% 15.6%
AUD/CAD spot rate 10427 =000 ¥-03% 4 17% [f 9.3%
ASX/CBOT Wheat basis AUD2.66 4776 4 060 & 954 f 1.37
ASX/ICE Canola basis -AUD1320 %338 4 294§ 917 & -4254
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FOCUS—WILL USDA REVISE CORN YIELDS SHARPLY LOWER?

Last week we reported on the results of the annual US
crop tour and how corn yield estimates were being
revised lower by Profarmer who adjusted their outlook
to 147.9bu/acre. That theme continued for much of
the week as FC Stone were the next analyst to peg
their vyield estimates below the 150bu/acre mark,
predicting it to be at 146.3bu/acre in comparison to the
August USDA estimate of 153bu/acre. That USDA
figure continues to look too high however we will wait
and see whether they will adjust their forecasts by as
much as what some analysts have or whether they will
take a more conservative approach. The expectations
at this point in time are for the USDA to lower yields
marginally and wait for a larger flow of data on crop
yields before making a more concrete adjustment.

Having said that, as mentioned above it isn't stopping
other industry analysts from predicting yields to be well
below 150bu/acre. FC Stone’s August-September
adjustment represents a 7bu/acre decline and a drop
which the trade has not experienced since a 15bu/acre
fall all the way back in 1983. Since then the largest
August to September fall has been slightly less than
5bu/acre back in 1995. In 2010 the USDA did adjust
yields lower at this point of the season, falling around 2
-3bu/acre. If we take a look at final yield estimates
against those done in September, in the past twenty
years there have been some major adjustments. Last
year was one of those as the final yield ended up just
below 10bu/acre lower than the September
estimates. This highlights the fact that while the USDA

may adjust their numbers slightly this month they will
more likely wait for further information before making
any drastic changes. This should help keep the bears
at bay as the possibility of sizeable adjustments down
the track in an already tight US market could have
significant implications.

For soybeans it is a slightly different story as market
yield estimates are currently trending similar to those
of the USDA. We shouldn’t expect too many fireworks
on this front and beans will likely be lead by corn when
the report is released. While the crucial weather period
for corn has passed, for soybeans it is still a primary
focus and the dry recent weather has been supportive
for prices.

The USDA has been known to pull some big surprises
in the past, however the general expectation is that
they will take more time before adjusting yields lower
by a significant amount. For the corn market to
progress further we would need to see either a sharp
decline in vyield estimates, a significant September
frost or increased buying by either domestic users or
importers. Adding to these issues is the effect of
strong South American selling as well as uncertainty
over the impact of two tropical storms approaching the
Midwest. However it all still provides good support for
global wheat demand with many consumers, both
locally and internationally, switching from corn to
wheat. Look for any major adjustments by the USDA
on the demand side as well as any production changes
which could also assist in supporting prices.
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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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