Phillipcapita| China Agriculture Weekly

Your Partner In Finance
Brought to you by Phillip Futures Pte Ltd (A member of Phillip Capital)

Jan 19, 2009

Commodity Insights _
Market Commentaries

Commodities 01/16/09 Change %

CBOT Soybean 1029  -164  -1.57 »  Soybean: pce soybean swung to rise last week. State Grain Board

CBOT Soybean Meal 317.3 14 0.44 will start the fourth reserve plan of three million tons of soybean, which

CBOT Soybean Oil 35 21 -5.66 was bullish to domestic soybean market. Spot prices of domestic soybean

CBOT Corn 401.6 196 465 also rose. CBOT soybea}n swung last week. Suppregsed by the QSDA
report that announced higher-than-expected production, the ending stocks

CBOT Wheat 5906  -51.6  -8.03 and quarterly stocks data, CBOT soybean futures market on Monday

DCE Soybean 3555 93 2.69 closed at decline limit of 70 cents. However, the drought in South America

DCE Soybean Meal 2689 10  -0.37 as well as China's stabile demand still brought support for soybean market.

DCE Soybean Oil 6288 -184 -2.84 C . ] o

DCE Corn 1553 11 070 . OrN: DCE corn fluctuated last week. National reserve policies

E——— supported the corn market, and traders in the northeastern region

am o1 — —_ — increased purchase prices, which also gave a certain support on the corn

ZCE Wheat 1955 -58  -2.88 market. CBOT corn fell sharply last week. Suppressed by the USDA report

ZCE Cotton 11765 -145 -1.22 that announced bearish production and ending stocks, CBOT corn futures

ZCE Sugar 3030 152 5.28 on Monday closed at decline limit of 30 cents. Weak demand and the drop
of crude oil also brought pressure on the corn market.

SHFE Rubber 12715 315 2.54

SHFE COpp_er 27440 180  0.66 =  Wheat: zce wheat continued to swing last week. Spot prices of wheat

SHFE Aluminum 11925 -100  -0.83 remained stable, but the decline in demand for wheat flour, as well as the

SHFE Zinc 11085 325 3.02 festive atmosphere that made the futures volume decline, brought

pressure on futures markets. CBOT wheat decline sharply last week. The
bearish USDA report and the weakness of surrounding market both
suppressed the wheat market. Weekly sales data of U.S. wheat export
was lower than expectation, which also made a heavy burden on the
wheat market.

. Soybean oil: bce soybean oil swung to decline last week,
suppressed by the drop of CBOT soybean oil. Before the Spring Festival,
the State Reserve sold soybean oil in order to ensure the adequate supply,
which also brought pressure on the soybean oil market. CBOT soybean oil
decline sharply last week, suppressed by the drop of crude oil and
soybean. However, the dry weather in South America still gave support on
the soybean oil market.
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spot prices of palm oil became lower. Malaysian palm oil decline sharply
last week, suppressed by the drop of crude oil and soybean oil. Malaysian
exports data fell last week, which brought large pressures on the higher
prices of palm oil.
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Macroeconomic data of China

1. Non-performing loan of the country's major commercial banks at the end of
2008 dropped by 706.5 billion yuan from a year earlier to 494.4 billion yuan, bringing
the average non-performing loan ratio down 4.24 percentage points to 2.49 percent,
the CBRC figures showed. The capital adequacy ratio of all Chinese commercial
banks remained above the regulatory level, with the average provision coverage ratio
reaching 115.3 percent, up 74.1 percentage points from the year before.

2. China's customs revenue hit a record high of 916.11 billion yuan (134.03
billion U.S. dollars) in 2008, up 20.8 percent year-on-year, the General
Administration of Customs (GAC) said Wednesday. Revenue from exports totaled
177 billion yuan, up 23.6 percent, while that from imports hit 739.11 billion yuan, up
20.1 percent. The total exceeded the target of 845.5 billion yuan.

China spot market

Soybean: Soybean spot prices rose slightly by RMB 50-80 per ton stable last
week. The three reserve plans is expected to purchase six million tons of domestic
soybeans, accounting for about 36.4 percent of domestic soybean output and 66.7
percent of the Northeast. Before the Spring Festival, sales wish of farmers was
positive, and the market transaction was active. Prices of imports soybeans at
domestic ports were RMB 3650 to 3700 per ton, and port stocks were about 305
million tons, while the supply of imports soybean was deficient. The data released by
China Customs showed that China's soybean imports in December amounted to
3300,000 tons and soybean imports in 2008 amounted to 37,440,000 tons, up 21.5
percent year-on-year. It is anticipated that soybean spot prices would remain stable
in the short term.

Soybean spot price trend
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Duty cost of imported soybean (2009.01. 16)

us Brazil Argentina
DDF CNF DDF DDF CNF DDF

Feb 421.61 3485.91

Mar 422.03 3538.41 403.56 | 3340.95

May 392.1 3294.56 394.4 3359.2

Jul 397.51 3384.9

Note: Freight rates of US gulf to China in Panama vessel: USD 24 per ton, exchange rates: 6.8383
Freight rates of Brazil to China in Panama vessel: USD 21 per ton, exchange rates: 6.8383

Freight rates of Argentina to China in Panama vessel: USD 22 per ton, exchange rates: 6.8383
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The purchase statistics of US soybean to China
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The shipment statistics of US soybean to China
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Monthly soybean import volume of China
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Corn: Corn spot prices remained stable last week. Before the Spring Festival,
the purchase of processing enterprises was gradually drawing to a close, but some
deep-processing enterprises increased prices to quicken purchase in order to ensure
the production during the Spring Festival. However, the purchase of National
Reserve decreased. By the impact of decreasing trade volume before the Spring
Festival, corn freight ship from Jinzhou to Guangdong Shekou dropped to 45 yuan
per ton, down 5 yuan. Development and Reform Commission and Ministry of
Commerce on January 13 announced "the bill to prevent prices of live pigs to drop
sharply" to stable live pig production and safeguard the interests of pig farmers. It is
anticipated corn spot prices will continue to run steadily.

Corn spot price trend (Dalian port)
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The weekly shipment statistics of US corn
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Monthly corn import volume of China
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Soybean oil: bomestic soybean oil spot prices rose slightly by RMB 50-80
per ton last week. Domestic spot prices of soybean meal remained stable, restricting
spot prices of soybean oil. Furthermore, the prices that State Reserve sold soybean
oil at were lower than the local pricing, which also restricted the enthusiasm of
oilseed factories. Before the Spring Festival, the purchases of domestic soybean oll
had been coming to an end. The purchasing enthusiasm of traders faded away,
leading the market volume to shrink. The crush profits were rich and soybean meal
prices will continue the strong trend, so soybean oil would keep weak, and followed
the fluctuations of soybean. It is anticipated that soybean oil spot prices will remain

stable recently.

spot price trend of soybean oil
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Monthly soybean oil import volume of China
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Wheat: wWheat spot prices remained stable last week. The actual volume of
Anhui wheat auction market with minimum purchasing prices on January 7 was
346,333 tons, with the turnover ratio of 45.69 percent. Transaction price for white
wheat was averaged at RMB 1,713 per ton; for mixed wheat, average price was
RMB 1,655 per ton. This volume and prices increased largely, but turnover ratio
decreased slightly. The demand of flour market was not strong before the Spring
Festival, so the growth of volume in the auction market slowed down. Wheat spot
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prices are estimated to go steadily recently. Although the Spring Festival was coming,
the flour consumption remained weak, and demands for milling wheat were also thin.
The auction of wheat will meet the basic needs of spot wheat. Wheat spot prices are

estimated to go steadily recently.
spot price trend of Henan wheat
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Monthly wheat import volume of China
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Palm oil: paim oil spot prices rose slightly by RMB 80-100 per ton this week.
Because the arrival amount of palm oil increased and the cost of imports dropped,
the desire of domestic traders to maintain prices stable had rational adjustment,
resulting in a slight drop of port pricing. SGS estimated that exports of Malaysia palm
oil from January 1 to 15 were 570,602 tons, down 36 percent, which was lower than
the market'’s forecast. Furthermore, the Malaysian Palm Oil Board announced that
the production of Malaysian palm oil in 2009 will reach 18.4 million tons, higher than
17.7 million tons in 2008, which was expected to bring a strong pressure on the
market. It is anticipated that palm oil spot prices will drop slowly.
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Spot price trend of palm oil
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Technical analysis

Soybean:
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Soybean swung to rise last week, and stood above 10-day MA. The rebound
maintained well. 20-day MA had a bullish crossover with 60-day MA, and MA began
to show a bullish array. But futures prices were still suppressed by 38.2% golden
rebound line. MACD indicated that the rising power began to reduce and there are
signs of weakening. For short term, outlook of soybean was neutral. For medium
term, it was less bearish.

RN BOCE 10 MaB TS AT 3 MANHSR S MASDUAES -]
L [
H
L
L)
16751

||u.||

1500

KDMALY K&
=
- - oy
// \/ \‘-\-i_‘_.‘
\ = . ‘
\ \ : / -‘1\.;“‘-'-—5- gl
T SR
S p— \-n_'.'/“\ i \\
2 b g e B
S

M3 12m1 win .|

(Data source: WebStock)

Corn swung last week and prices were constrained by 60-day MA and 38.2%
golden rebound line. Prices stood above 20-day and intertwined with 10-day and 60-
day MA, and the rebound trend temporarily came to an end. RSI showed that there
are signs of weakening. For short-term, it was neutral. For medium-term, it was less
bearish.
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Wheat:
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Wheat swung to decline last week and broke through 60-day MA. Prices were
suppressed by 38.2% golden rebound line and stood below main MA. Wheat was
fluctuating within certain range recently. KDJ indicated wheat would still keep weak.
For short term, outlook of wheat was slight bearish. For medium term, it was neutral.

Soybean oil:
T EROCE 1H0E th MaseTN0 HATLERATT AR MAEIETA01L -}
o
“:
0
o
Hih
Lty
et — sl
MACTH2.26.100 DFFEE IR L T
L”J'/l ! mwﬂﬂl s ||”|||| e, '||f""'l"|l||[i_||||“” ||||“|||l. .||||.ﬁh,:ﬁl|| I1| (M |,
=i
,\ \\\’____.,. 5 50
[ w7 [T 1006 12m win

(Data source: WebStock)

Soybean oil fell sharply last week, breaking through 20-day MA, but was
supported by 60-day MA. 20-day MA began to have a bullish crossover with 60-day
MA. The rebound trend temporarily came to an end. MACD indicated that the rising
power began to reduce. For short-term, outlook of soybean oil was neutral. For
medium-term, it was slight bearish.

Palm oil:
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Palm oil declined sharply last week, breaking through 10-day MA, but was supported by 20-day
MA. 30-day MA began to have a bullish crossover with 30-day MA. MA began to show a bullish
array, and the rebound trend temporarily came to an end. Prices were constrained by 38.2%
golden rebound line and palm oil was in the medium-term rebound trend now. KDJ indicated that
palm oil would keep weak. For short-term, outlook of palm oil was slightly bearish. For medium-
term, it was neural.

Market outlook

Soybean: The supply and demand report of U.S. Department of Agriculture in January
showed that 2008/2009 ending stocks of U.S. soybean increased by 20,000,000 bushel, which
made the tight supply and demand situation of soybean eased. South America is in the key growing
season of soybean currently, and the drought in Argentina mitigation can hardly disappear in a
short term. It was expected that soybean market would continue the weather speculation. In order
to prevent the risk of festivals, some domestic investors will choose to exit the futures market, so
the domestic soybean market will became duller next week. For short-term, the trend is neutral. For
medium-term, it is less bearish.

Corn: As a result of the substantial growth of China's corn production, the market supply is
sufficient. The State Reserve policies eased supply pressures to some extent, limiting the fall space
of corn prices. The purchase prices and volume in Northeast were improved obviously, but the
sustainability of higher prices would depend on the restoration of the spot demand. China took
measures to restrain the decline of pork prices in order to protect the interests of farmers, which
boosted the prospects for feeding demand of corn. For short-term, the trend is neutral. For
medium-term, it is slightly bearish.

Soybean 0il: Because the government controlled prices of soybean oil, oilseed factories
raised prices of soybean meal in order to maintain crush profits. Soybean meal prices reached
4,000 yuan per ton in some areas, which offset the losses on soybean oil. Oilseed factories sold
soybean oil at lower prices to prevent the increase of stocks. For short-term, the trend is slightly
bearish. For medium-term, it is less bearish.

Wheat: The supply of wheat with minimum purchase prices continued to increase, but the
turnover ratio was decreased. Purchase wishes before the Lunar New Year were not strong. The
minimum purchase prices were further increases in 2009, which would promote the prices of
domestic wheat to continue to rise. At present, China's major wheat production regions were
emerging winter drought. If it continued to deteriorate, prices of wheat may be further affected. For
short-term the trend is neutral. For medium-term, it is slightly bullish.

Palm oil: The enthusiasm of India buyers has been cooling after the wave of purchase in a
large number, resulting in the decline of exports data in Malaysia, which put pressures on palm oil
prices. Domestic consumption of palm oil was still in the off-season, which would further restrict the
outlook of palm oil market. For short-term, the trend is neutral. For medium-term, it is less bearish.
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GENERAL DISCLAIMER / DISCLOSURE

The addressee of this publication, as identified by Phillip Futures Pte Ltd (“Phillip Futures”), agrees to be bound by the terms and limitations set out
below (the “designated recipient”). If you have received this publication and are not a designated recipient as defined above, then in addition and without
prejudice to the following, Phillip Futures shall not owe any duty of care to you.

This publication is confidential and is only available to and intended for the reference of designated recipients and shall not be reproduced in whole or in
part, distributed or published by such designated recipient for any purpose. Phillip Futures shall not be liable for any direct or consequential loss arising
from any use of material contained in this publication.

The information contained in this publication has been obtained from public sources which Phillip Futures has no reason to believe are unreliable and
any analysis, forecasts, projections, expectations and opinions (collectively the “Research”) contained in this publication are based on such information
and are expressions of opinion or belief only.

Phillip Futures has not verified this information and no representation or warranty, express or implied, is made that such information or Research is
accurate, complete or verified or should be relied upon as such. Any such information or Research contained in this publication are subject to change,
and Phillip Futures shall not have any responsibility to maintain the data and services made available or to supply any corrections, updates or releases
in connection therewith. In no event will Phillip Futures be liable for any special, indirect, incidental or consequential damages which may be incurred
from the use of the data or services made available, even if it has been advised of the possibility of such damages.

Use of Materials

This material has been prepared for informational purposes only, and opinions contained in this publication have been made on a general basis. In the
preparation of this publication, no consideration has been given to any particular individual or specific investment objectives, financial situations or other
circumstances. As such, this publication should not be relied upon as authoritative without further being subject to the recipient’'s own independent
verification and exercise of judgment. The fact that this publication has been made available constitutes neither a recommendation to enter into a
particular transaction nor a representation that any product described in this material is suitable or appropriate for the recipient. Recipients should be
aware that many of the products which may be described in this publication involve significant risks and may not be suitable for all investors, and that
any decision to enter into transactions involving such products should not be made unless all such risks are understood and an independent
determination has been made that such transactions would be appropriate. Any discussion of the risks contained herein with respect to any product
should not be considered to be a disclosure of all risks or a complete discussion of such risks.

Nothing in this report shall be construed to be an offer or solicitation for the purchase or sale of a financial instrument. Any decision to purchase financial
instrument mentioned in this research should take into account existing public information.

Disclosure of Interest

Phillip Futures and its directors and employees may have interest in the financial instrument discussed herein from time to time, and its associates and
connected persons may also have positions from time to time. Opinions and views expressed in this report are subject to change without notice.

Availability
The information, tools and material presented herein are not directed, intended for distribution to or use by, any person or entity in any jurisdiction or

country where such distribution, publication, availability or use would be contrary to the applicable law or regulation which would subject Phillip Futures
to any registration or licensing requirement or penalty for contravention of such requirements within such jurisdiction.
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