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WHAT TO LEARN FROM 2009?  
 

If nothing else, 2009 was a year to learn from.  Fear, uncertainty, and optimism all had a place. And where there 
is such a wide range of emotions volatility reigns.  
 
The year started with the global economy and financial system imploding, where most pessimists were fearing the 
return of the great depression. Governments and Central Banks responded to these fears by pumping unforeseen 
quantities of cash into the system and cutting interest rates to record levels. That provided stability and allowed 
green shoots of recovery to sprout in the first quarter. These sprouts gave way to a surprisingly strong recovery 
over the remainder of the year. A recovery that was fuelled by the resilient, soon to be rampaging, Chinese 
economy.  A recovery that favoured Australia through strong demand for resource commodities, pushing up the 
value of the Australian dollar and meaning interest rates were soon on the rise as well. Three consecutive RBA 
rate rises in the last quarter of 2009, with more to come in 2010, means the local currency will continue be 
supported.   
 
Volatility and mixed fortunes were themes in agricultural commodity markets. Prices of all commodities were at 
times influenced by what was happening in the wider economy, with equity markets, energy markets and the 
value of the US dollar providing guidance at times. But prices also responded to the fundamental forces of supply 
and demand. International oilseed prices firmed due to tight global supplies. Feed grain prices, particularly barley, 
remained weaker than many were hoping due largely to the sluggish recovery in livestock feed demand.  While 
wheat prices maintained a relative weak bias because of two consecutive record wheat crops globally and a 
sharp build in inventories.  Indeed, many people argued that world wheat prices could have been sharply lower 
considering the ample supply internationally and weak export demand.  
 
But the world’s wheat farmers generally sat back and watched prices fall in front of their eyes, not taking any 
protection over price risk. Most Australian farmers were hopeful that the market would return to the glorious 
values seen in 2008 that surpassed $500/t. Many of these producers ignored the growing global supplies, weak 
export results, and soaring Australian dollar. They were hopeful that local wheat prices may reach their targets as 
a result of support from ‘other markets’ or some isolated weather related events. Some producers had their 
objectives satisfied, but on the whole, most did not.  A large proportion of Australian wheat producers remain 
sitting on unsold, unhedged, grain. This wheat needs to be sold someday, but the only problem is that most of the 
information in the market at the moment retains a negative bias. The fact that world wheat supplies will be 
comfortable for the coming season, the fact that exports from key countries remains slow, the fact that the 
Australian dollar will push toward parity in the first half of this year, and the fact there is a large quantity of wheat 
still to be sold means rallies in prices may be difficult to sustain in the near term.  
 
So a possible lesson for farmers coming from 2009? (1) Manage exposures, and (2) Don’t view the previous 
season’s price as the basis for the next season.  Future prices will respond to the events of the future, and these 
are uncertain.  There are already many uncontrollable factors associated with farming.  Prevent prices falling into 
that category.   
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DISCLOSURE AND DISCLAIMER 
 
All Investors: Commonwealth Bank of Australia ABN 48 123 123 124 AFSL 234945 ("the Bank") is incorporated in Australia with limited liability. 
Please view our website at www.research.commbank.com.au. The Bank and its subsidiaries, including Commonwealth Securities Limited ABN 
60 067 254 399 AFSL 238814 ("CommSec"), Commonwealth Australia Securities LLC, CBA Europe Ltd and Commonwealth Research, are 
domestic or foreign entities or business areas of the Commonwealth Bank Group of Companies (CBGOC). CBGOC and their directors, 
employees and representatives are referred to in this Appendix as “the Group”. This report is published solely for informational purposes and is 
not to be construed as a solicitation or an offer to buy any securities or financial instruments. This report has been prepared without taking 
account of the objectives, financial situation and capacity to bear loss, knowledge, experience or needs of any specific person who may receive 
this report. No member of the Group does, or is required to, assess the appropriateness or suitability of the report for recipients who therefore do 
not benefit from any regulatory protections in this regard. All recipients should, before acting on the information in this report, consider the 
appropriateness and suitability of the information, having regard to their own objectives, financial situation and needs, and, if necessary seek the 
appropriate professional, foreign exchange or financial advice regarding the content of this report. We believe that the information in this report is 
correct and any opinions, conclusions or recommendations are reasonably held or made, based on the information available at the time of its 
compilation, but no representation or warranty, either expressed or implied, is made or provided as to accuracy, reliability or completeness of any 
statement made in this report. Any opinions, conclusions or recommendations set forth in this report are subject to change without notice and 
may differ or be contrary to the opinions, conclusions or recommendations expressed elsewhere by the Group. We are under no obligation to, 
and do not, update or keep current the information contained in this report. The Group does not accept any liability for any loss or damage arising 
out of the use of all or any part of this report. Any valuations, projections and forecasts contained in this report are based on a number of 
assumptions and estimates and are subject to contingencies and uncertainties. Different assumptions and estimates could result in materially 
different results. The Group does not represent or warrant that any of these valuations, projections or forecasts, or any of the underlying 
assumptions or estimates, will be met. Past performance is not a reliable indicator of future performance. The Group has provided, provides, or 
seeks to provide, investment banking, capital markets and/or other services, including financial services, to the companies described in the report 
and their associates. This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or 
located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or 
regulation or which would subject any entity within the Group to any registration or licensing requirement within such jurisdiction. All material 
presented in this report, unless specifically indicated otherwise, is under copyright to the Group. None of the material, nor its content, nor any 
copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior written permission of the 
appropriate entity within the Group. In the case of certain products, the Bank or one of its related bodies corporate is or may be the only market 
maker. The Group, its agents, associates and clients have or have had long or short positions in the securities or other financial instruments 
referred to herein, and may at any time make purchases and/or sales in such interests or securities as principal or agent, including selling to or 
buying from clients on a principal basis and may engage in transactions in a manner inconsistent with this report. 
 
European Investors: This report is published, approved and distributed in the UK by the Bank and by CBA Europe Ltd (“CBAE”). The Bank and 
CBAE are both registered in England (No. BR250 and 05687023 respectively) and authorised and regulated in the UK by the Financial Services 
Authority (“FSA”). This report does not purport to be a complete statement or summary. For the purpose of the FSA rules, this report and related 
services are not intended for retail customers and are not available to them. The products and services referred to in this report may put your 
capital at risk. Investments, persons, matters and services referred to in this report may not be regulated by the FSA. CBAE can clarify where 
FSA regulations apply. 
 
Singapore Investors: This report is distributed in Singapore by Commonwealth Bank of Australia, Singapore Branch (UEN S82FC3137C) and is 
made available only for persons who are Accredited Investors as defined in the Singapore Securities and Futures Act and the Financial Advisers 
Act. It has not been prepared for, and must not be distributed to or replicated in any form, to anyone who is not an Accredited Investor. 
 
Hong Kong Investors: This report was prepared, approved and published by the Bank, and distributed in Hong Kong by the Bank's Hong Kong 
Branch. The Hong Kong Branch is a registered institution with the Hong Kong Monetary Authority to carry out the Type 1 (Dealing in securities) 
and Type 4 (Advising on securities) regulated activities under the Securities and Futures Ordinance. Investors should understand the risks in 
investments and that prices do go up as well as down, and in some cases may even become worthless. Research report on collective investment 
schemes which have not been authorized by the Securities and Futures Commission is not directed to, or intended for distribution in Hong Kong. 
 
US and US Investors: The securities discussed in this research report may not be eligible for sale in all States or countries, and such securities 
may not be suitable for all types of investors.  Offers and sales of securities discussed in this research report, and the distribution of this report, 
may be made only in States and countries where such securities are exempt from registration or qualification or have been so registered or 
qualified for offer and sale, and in accordance with applicable broker-dealer and agent/salesman registration or licensing requirements. The 
preparer of this research report is employed by the Bank and is not registered or qualified as a research analyst, representative, or associated 
person under the rules of the FINRA, the New York Stock Exchange, Inc., any other U.S. self-regulatory organization, or the laws, rules or 
regulations of any State.  
 
If you would like to speak to someone regarding the subject securities or issuer(s) described in this report, please contact Commonwealth 
Australia Securities LLC (the “US Broker-Dealer”), a broker-dealer registered under the U.S. Securities Exchange Act of 1934 (the “Exchange 
Act”) and a member of the Financial Industry Regulatory Authority, (the “FINRA”) at 1 (212) 848-9307.  This report was prepared, approved, 
published, and distributed in the USA by Commonwealth Australia Securities Limited (“CAS”).  CBA is not registered as a broker-dealer under the 
Exchange Act and is not a member of the FINRA or any U.S. self-regulatory organization.    
 
All investors – Analyst Certification: Each research analyst, primarily responsible for the content of this research report, in whole or in part, 
certifies that with respect to each subject that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her 
personal views about those subjects; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific 
recommendations or views expressed by that research analyst in the report. The analyst(s) responsible for the preparation of this report may 
interact with trading desk personnel, sales personnel and other constituencies for the purpose of gathering, synthesizing, and interpreting market 
information. The compensation of analysts who prepared this report is determined exclusively by research management and senior management 
(not including investment banking). No inducement has been or will be received by the Group from the subject of this report or its associates to 
undertake the research or make the recommendations. The research staff responsible for this report receive a salary and a bonus that is 
dependent on a number of factors including their performance and the overall financial performance of the Group, including its profits derived 
from investment banking, sales and trading revenue. 


