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JSE AGRICULTURAL PRODUCTS MARKET NOTICE

Number
A908
Date

18 June 2008
Silo Receipt Default
The JSE wishes to advise all participants and stakeholders in the Agricultural Products Division of the JSE (APD) that it is fully aware of the situation whereby certain long position holders could not obtain physical delivery of the commodity covered by Safex silo receipts from a Safex approved silo owner. The silo owner is bound by the rules of the JSE to outload product in accordance with the description of the product as reflected on the face of the Safex silo receipt(s). The silo in question is situated at Vryhof, owned by the North West Directorate of Entrepreneurial Development and managed by CTH Agri and Difalana.  The silo owner has also indicated that they cannot outload product represented by the Safex silo receipts delivered through the JSE as a result of a dispute between the silo owner and the depositor of the commodity covered by the receipt. In terms of the rules of the JSE, the short position holder is obliged to make good delivery of the underlying product by ensuring that the long position holder is able to obtain delivery of the commodity that it had purchased on the JSE.

The JSE’s rules and risk management structure have been designed to minimise the risk of all participants in the APD. It is imperative that all clearing members, members, their clients and silo owners abide by the rules of the JSE. The JSE is committed to ensure a fair and efficient market and the JSE will ensure that all market participants fulfill their obligations as stipulated in the rules. This being said it is not the duty of the JSE to step into the shoes of a defaulting party in order to assume the defaulter’s legal obligations. The JSE will enforce its rules to protect the long position holders that have fulfilled their obligations but have not been able to obtain delivery of the commodity that they have purchased on the APD.

The JSE however understands full well that a situation of this nature seriously undermines the integrity of the market, particularly as regards the delivery procedure which is central to the agricultural derivatives market. The JSE is extremely concerned with the effect of this situation on the integrity of the market and wishes to assure all concerned that it views the matter in an extremely serious light and is actively and urgently pursuing all avenues, in terms of its legal and contractual obligations, to remedy the situation as soon as is practicably possible.  The tonnage involved equates to 6028 tons and the situation is restricted to maize at the Vryhof silo. The JSE is of the opinion that this failure to outload maize on a SAFEX receipt relates specifically to the complications presently being experienced at the Vryhof silo and does not impact on the wider system of physical delivery nor on the operation of the Safex physical delivery system in general. It is an isolated incident. The JSE is in the process of implementing measures to ensure that this situation does not reoccur.  

The JSE has received an undertaking from the management of the Vryhof silo that it will not issue any further Safex silo receipts and consequently no Safex silo receipts from Vryhof silo will be accepted for delivery on JSE futures contracts until this matter has been finalized. 

The JSE believes that it is incumbent on all participants in the APD market to uphold the integrity of the market and to work together towards the continued improvement thereof.

Rod Gravelet-Blondin

Senior General Manager

Agricultural Products Division

Tel :+27 11 520-7258

Fax :+27 11 520-7551

RodGB@jse.co.za
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