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Further declines in wheat prices while other markets rally...

Markets: US industrial production rose by 1.0pct in July, well ahead of
expectations centred on a 0.5pct gain. US producer prices rose by 0.2pct in
July, in line with expectations. But excluding food and energy, producer prices
rose by 0.3pct, above expectations centred on a 0.1pct gain. But US housing
data was weak, with starts up by 1.7pct to a 546,000 annual rate in July, falling
short of forecasts centred on 560,000. BHP-Billiton has made a US$39 billion
unsolicited takeover bid for Potash Corp - the world's biggest fertiliser
producer. US sharemarkets posted solid gains on Tuesday, but finished off
their best levels as gains were trimmed in the last 30 minutes of trade. The Dow
Jones finished higher by almost 1.0pct.

Currencies: The AUD rose 0.8pct to USD0.9063 overnight (London close) while
the USD index fell 0.4pct to 82.2pts.

Weather: A trough and low are pushing through SA, generating some rain and
isolated storms. Northerly winds are building ahead of the trough, leading to
Severe Weather Warnings for VIC, NSW and ACT. A high is keeping skies
mostly clear over QLD. (www.weatherzone.com.au)

Grains: Chicago wheat futures gave back early gains last night to finish lower.
The Sep 10 contract fell1.9pct (123%¢) to USc651/bu and the Dec 10 contract
lost 1.8pct (1212¢) to USc683.75/bu (~$A280/t). The market appeared
determined to pull back further from recent highs on thoughts that Russia’s
drought may soon be eased. But there was some bullish news last night. In the
latest instalment of the Russian export saga, Reuters reported that Russia will
now not honour existing export commitments; to say this situation is fluid and
uncertain is an understatement. In its latest tender, Egypt bought 55kt of US
hard wheat at US$277.5/t (fob). Australian wheat was offered too expensive.

CBOT corn (Sep10) rose nearly 2pct (7V2¢) to USc414.75/bu, supported by
weather related crop fears in the US Midwest and the weaker USD. Concern for
crops in China’s Yellow River Basin because of flooding also supported prices.

ASX NSW Jan 11 wheat slumped $11 to $276/t yesterday while the WA Jan 11
contract fell $10 to $291.5/t. Further losses could be incurred today because of
further weakening in US markets and the strong Aussie dollar. But mounting
crop concerns in the west could trim the losses for the WA wheat contract.

Oilseeds: CBOT soybeans (Sep 10) rose 1pct (11%4¢) to USc1045.25/bu, which
like corn was supported by evolving dryness across the US Midwest. Canadian
Canola (ICE Nov 10) ended 0.2pct lower at C$467.3/t pressured by the stronger
CAD.

Cotton: ICE cotton futures (Dec 10) chopped sideways in a narrow range
overnight before ending 0.2pct weaker at USc83.86/Ib. China’s National Cotton
Monitoring System latest projections point to tighter than expected market
conditions, supporting strong prices.

Wool: Bloomberg reported that South Africa, a major wool producer and
exporter, has been forced to halt raw wool export to China because of
quarantine concerns relating to Rift Valley Fever. This should help support the
demand for Australian wool exports to China.

Sugar: The New York raw sugar market still appears lost for direction. Last
night the Oct 10 raw sugar contract jumped 2.3pct (44pts) to USc19.38/Ib after
losing 2.5pct in the previous session. There was no real new news. Old crop
stock tightness and damage to new crop supplies in Pakistan remains the main
fundamental price support.

Crude Oil: NYMEX WTI crude oil (Sep10) rose 0.7pct to USD75.77/bl.
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Figure 1: CBOT Wheat (1%t Contract, USc/bu)
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Figure 3: CBOT Corn (1%t Contract, USc/bu)
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Figure 5: CBOT Soybeans (15t Contract, USc/bu)
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Figure 7: ICE Cotton (1%t Contract, USc/Ib)
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Figure 2: ASX NSW Wheat (Jan 11 Contract, A$/t)
350 —— ASXWHEAT EAST COAST (JAN 11)
325
300
275
250
225

200

175
Jun 09

Sep09 Dec09 Mar10 Jun10 Sep 10

Figure 4: ASX Feed Barley (Jan 11 Contract, A$/t)
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Figure 6: ICE Canola (1%t Contract, C$/t)

600 —— ICE CANOLA (1ST CONTRACT)

500

400

300
Jan09 Apr09 Jul09 Oct09 Jan10 Apr10 Jul10 Oct10

Figure 8: ICE Sugar (1% Contract, USc/Ib)
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