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SUMMARY

e  Grains: With the grain harvest well underway, wheat supplies will still be more than enough to
meet demand despite lower production prospects expected in 2009/10. Higher global rice
production is expected to increase self-sufficiency in some countries.

e Tea: Tea production has been adversely affected by drought, reduced fertiliser use and last
year 0s commodity crash cutting credit t o
consumption rose by nearly 5% last year and combined with the global shortfall in production,
prices have risen as a result of this increasing demand.

e Milk and Cheese: Lower milk prices have continued in the dairy sector causing concern about
future product prices. Liquid milk utilization in cheese and cheddar production has fallen back in
the first 4 months of 2009, mainly due to lower milk availability and reduced demand.

e Palm and Olive Oil: Good palm oil production prospects expected in the second half of the
year have put a downward pressure on prices. Olive oil prices reached a recent low in May
2009 as a result of reduced demand magnified by the economic crisis.

e Chicken: Good poultry supply, falling prices, and shrinking import levels due to the global
economic slowdown, are expected to halt the growth in poultry production and result in a stable
production level from 2008 to 2009. Trade levels are expected to fall as countries look to
increase domestic production and lower imports.

e Tuna: Since the start of the year, tuna prices in all major catching areas have risen, owing to
fears that upcoming tuna fishing bans in these areas will reduce global supply to the canning
industry. In addition, fuel prices have also risen since the start of the year.

e Nuts: Nut prices look relatively stable at the present time, prior to the main northern harvests
this autumn. Production for many of the major nuts is expected to fall this year; however in most
cases there is adequate stock to meet any projected shortfall.

e Steel and Aluminium: Steel has seen some interesting developments recently, as the Chinese
government encourages its industry to restock and diverts some of its USD reserves to the
purchase of steel and other materials.

e Freight and Fuel: The news has been mixed in the shipping industry: ship orders have been
cancelled due to concerns over the global economic climate. However, in Asia there has been a
distinct upturn in demand for bulk dry carriers over the past quarter, helping to generate some
optimism in the industry.
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KEY

The first 14 graphs are in GBP/MT, except Brent Crude which is in $US /barrel.
Figures are weekly, except for sugar which is monthly.
LIFFE = London Futures Market / NYBOT = New York Futures Market
cif = cost, insurance and freight added / fob = free on board ship
NBSK = Northern Bleached Softwood for Kraftliner / LDPE = Low Density Polyethylene

COMMODITIES
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Lower cocoa arrival at Ivory Coast ports have helped to
support prices. Unfavourable weather hurt the cocoa
crop at the beginning of the season leading to increases
in black pod disease which has reduced bean quality.

Prices have remained up due to speculation that India
will be a rising source of demand in the coming months
as poor monsoon rains could affect total output forecast
for this country in 2009/10.
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Total Arabica coffee production is set at 78.6m bags in

2009/10, 5m bags lower than 2008/09. Br azi | 6 s
output is forecast to be down by 7m bags in the current

season as it enters the off-cycle of Arabica production.

Prices remained buoyant as a result of drought in the
three biggest exporters of black tea. Strong demand and
limited supply will continue to support the price, and may
lead to further increases in the second part of 2009.

Generic Animal Feed

Rapeseed Oil Rotterdam
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Prices have trended downwards with many feed
components now at a lower price than a year ago. Feed
wheat is down considerably when compared to the high
prices experienced in previous seasons.

New crop fundamentals have not yet affected prices.
Lower outlook is expected as planting and growing
conditions have not been ideal, with yields expected to
be lower. However, good stock levels are available.
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_— Rice, Parboiled Thai, EU market
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World wheat production will not be as high as
anticipated, however, total supply will still be sufficient to
meet demand and pressure prices. Large crops in the
US and other countries will offset other falls.

Prices have remained weak as production increases
have continued in China and Vietnam. Global rice trade
is expected to recover, facilitated by the decline in world
rice prices.
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In the EU, dairy powders have continued to shadow the
intervention price since the opening of intervention in
March. Although the level of production has fallen
seasonally, the market still remains oversupplied.

Orange concentrate prices appeared to have bottomed
out earlier in the month as the Brazilian crop is expected
to be cut back in 2009/10, although not as much as first
estimated.
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EU prices may have come off their recent highs
experienced earlier in the year due to pressure from
Spanish and German imports, but the UK market looks
set to stay tight into the autumn.

Non-OPEC supply has increased by 360,000 barrels per
day compared to the same period last year, but this is
small when compared to the 3.1m barrel reduction by
OPEC. Demand from emerging economies increases.
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Demand from manufacturing and the consumer goods
sector is starting to pick up. However, investment levels
are still very low and could lead to supply problems
during an upturn. Higher crude oil prices are a concern.

Pulp prices are slowly increasing, but from low levels,
this is much to do with the need for paper manufacturers
to re-stock. However, overall industrial demand remains
weak, especially for the magazine sector.
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CURRENCIES

From the 1% of July to the 29" of July the £ fell by 0.44% against the USD, making
import prices from the US more expensive.

From the 1% of July to the 29" of July the £ rose by 0.03% against the Euro, making
import prices from the EU cheaper.

The US economybs pace of decline reduced i nd
Official figures for the second quarter of 2009 showed a reduction in GDP of 1.5%
which is favourable compared to the previous quarter at a contraction of 5.5%.

The GDP for the UK for the second quarter has been encouraging slowing sharply
from 2.4% the previous quarter to 0.8% this past one. The news caused the GBP to
fall against the USD and EUR, negating some of the gains over the past month. Net
government borrowing in June reached nearly GBP 13 billion, therefore taxes are
likely to rise in the future and hinder recovery.

The business community within Germany is reporting greater confidence, due to
increased manufacturing orders and improved forecasts for economic growth. This is
good for the EUR exchange rates as demand for Eurozone produced goods
increases.

The Thai Baht, important to fish and poultry importers, has gained nearly 6% from its
recent March lows of THB 36 to the USD as Asian economies start to recover. This
has meant that exports from Thailand have become more expensive. Investors see
Thailand as an emerging market that has much to offer and hence need to purchase
Bhat, helping to prop up its value.
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