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Poor WA rain forecast places more pressure on crop production...

Markets: US mortgage applications rose sharply last week, lifting 13pct in
response to strong refinancing demand. The refinancing index soared by 17pct
to 15-month highs although the purchase index actually fell by 3.4pct. US
sharemarkets rose for a second straight day on Wednesday. The Dow Jones
finished 1% higher the S&P 500 up 0.2pct.

Currencies: The AUD fell 0.7pct to USD0.9004 overnight (London close) while
the USD index was unchanged at 82.2pts.

Weather: Gusty, warm northerly winds are pushing into eastern Australia,
ahead of a trough bringing areas of rain to NSW and western QLD. A front is
bringing strong winds, showers and a colder change to the southeast with
alpine snow. A high is clearing showers from southern WA.
(www.weatherzone.com.au)

Grains: Chicago wheat (Sep 10) ended 0.8pct (5¢) firmer at USc656/bu
overnight after trading both sides of unchanged. Russia’s Ag Ministry has
indicated that they have harvest 40mt of grain through August 18 with an
average yield of 2.1t/ha. At the same time last year they had harvested 56%>mt
at an average yield of 2.7t/ha according to Reuters. The final harvest is tipped
to be around 60mt, down from 97mt in 2009. But prospects for the 2011/12
winter crop are improving with drought breaking rain in some areas. In other
news, Belarus and Kazakhstan have not followed Russia’s lead after they
decided to continue allowing grain exports. Ukraine has delayed a decision on
export quota volumes according to Reuters.

CBOT corn (Sep10) rose nearly 1pct (3%¢) to USc418.5/bu after earlier trading
in negative territory. A confirmed sale of 240kt of US corn to Egypt supported
prices, as did forecasts of unfavourable weather in many Chinese crop regions.
A US summer crop yield tour is showing mixed results. Excessive rain has
trimmed yields in lowa, but yield potentials in other areas, including lllinois, are
sharply above average according to Reuters. US Midwest weather over the
next week are becoming more threatening according to World Weather.

ASX NSW Jan 11 wheat ended quoted down $1.5 at $274.5/t but traded down
even lower at $273/t. Key WA crop areas are expected to remain mostly dry
through to the middle of next week, eroding yield potentials.

Oilseeds: CBOT soybeans (Sep 10) fell 1pct (10¢) to USc1035.25/bu, despite
unfavourable weather forecasts in China and the US Midwest which will likely
reduce yield potentials. Canadian canola (ICE Nov 10) fell C$7.6 to C$459.7/t.

Cotton: ICE cotton futures (Dec 10) finished 0.7pct (59pts) weaker at
USc83.27/Ib last night, the third consecutive daily decline following the sharp
gains last week. Recent rain in Texas has eased some crop stress, while India’s
decision to allow cotton exports from October will improve supply availability
for key importers. Supportive was news that ICAC cut Pakistan’s crop forecast
by 15pct because of floods. There is also strong demand for Chinese reserve
sales, with all 15kt offered yesterday sold.

Sugar: The New York raw sugar market still appears lost for direction, with
mixed results across the curve. The nearby Oct 10 contract ended 1.1pct
(22pts) firmer at USc19.60/Ib after trading both sides of unchanged. It was the
strongest closing price since March; however the market didn’t reach the
recent intraday highs posted earlier this month. Interestingly, only the nearby
contract finished in positive territory overnight, with the Jul 11 contract down by
1.5pct at USc16.93/Ib. Reuters reported that the vessel line-up off Brazilian
ports fell from 135 to 115 this week. There is talk in the trade of a delayed start
to the 2010/11 Thai crushing season because of drought earlier in the season.

Crude Oil: NYMEX WTI crude oil (Sep10) fell 0.5pct to USD75.42/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$/t)
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Figure 4: ASX Feed Barley (Jan 11 Contract, A$/t)
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Figure 6: ICE Canola (1%t Contract, C$/t)
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Figure 8: ICE Sugar (1% Contract, USc/Ib)
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