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JSE AGRICULTURAL PRODUCTS MARKET NOTICE

Number
A930A
Date

4 August 2008
Location differentials for the wheat 2008/09 marketing season

Location Differentials:

The location differentials for wheat (WEAT) have been finalized for the 2008/2009 marketing season and are attached in excel format.

The wheat location differentials referenced much the same input factors that were used to determine the maize location differentials earlier this year. To recap what was considered earlier this year: the differentials increased by 16.5% for the road component and 18% for the rail part thereof. The actual percentage increase per silo owner was then calculated based on the percentage product moving via rail and road for that specific operator. An additional anomaly was accommodated whereby certain individual silos had their rail rate increased by 22% as published by the rail supplier. To determine the new wheat rates the wheat locations were first aligned to the recent maize rates and then further adjustments were made to reflect changes in transport costs over the last six months. The increase in fuel costs between February and July were considered resulting in an additional 20% increase in road rates whilst a further 3% increase in rail rates was factored into the differential calculation. The net result was that wheat differentials year on year increased by between 28.75% and 33.4% depending on the percentage product moved via rail or road at a silo operator level. 
The location differential for the Western Cape was calculated after receiving input from various participants who move physical grain via road and rail. The process of determining the differential has always been undertaken considering current transport rates and does not in any way forecast possible increases or decreases in any of the factors influencing transport costs. After careful consideration of current rail and road rates it was decided to increase the differential to R420.00 per ton applicable to all Western Cape silos.

Please note that due to Hibernia silo making use of a private rail siding, an additional R1 was added to the differential to accommodate the possibility of the buyer moving product via rail. NWK will recoup the costs, which has increased from R4 to R5 per ton, from the final buyer out loading the product. 

Members and clients are again reminded that the published location differentials are indicative of transport costs for product from the registered silo to Randfontein, which is the basis for the standardized futures contract. It is impossible that this rate will be 100% accurate throughout the year as road and rail rate factors change. Throughout each marketing season the basis value at each silo, created through supply and demand, must always be considered before making physical delivery onto the exchange.

Grade Discounts:
The grade discounts as agreed between GSA and NCM will be as follows for the new marketing season:


B1
 at par


B2
-R140 per ton


B3
-R280 per ton
Origin Discount:

With reference to notice A852, the wheat contract specifications will remain as is except the JSE has refined the qualifying foreign origin criteria and will implement the following origin discounts for the above marketing season commencing 1 October 2008:

Wheat from the following origins acceptable for delivery at a ZERO origin discount:

USA Hard Red Spring (Dark Northern Spring and Northern Spring wheat), No 3 or better Canadian Red Western Spring wheat, Australian Hard, Australian Prime Hard, Australian Prime White and Australian Standard White wheat
Wheat from the following origins acceptable for delivery at a R100 per ton discount:

Argentina, USA Hard Red Winter wheat and German Type A or B wheat
The exchange will continue to only accept wheat graded as B1, B2 or B3.

Standardised storage rate:

It was AGREED at an Advisory Committee meeting to move away from GSI determining the standard storage rate and as per their suggestion, rather reference the domestic output Producer Price Index (PPI) as determined by Statistics South Africa. The PPI for domestic output shows an annual rate of change eg June2008 compared with that percentage as at June 2007, this annual rate will be the reference at the time the standardized storage rate is finalized. We appreciate this rate may vary from month to month but to ensure consistency as to which rate will be used, the JSE will make use of the PPI rate as released two months prior to the start of the new marketing season. In the case of wheat, the June PPI rate was released at the end of July, two months prior to the 1st October indicating the start of the new wheat marketing season.  The annual percentage change in the PPI at June08 was released as 16.8%. This rate, applied to the current storage rate, results in the wheat standard storage rate increasing to 56 cents per ton per day applied to all Safex silo receipts delivered in completion of a futures contract. 

All the above rates will be applicable from 1 October 2008 until 30 September 2009. Please feel free to contact Chris Sturgess on 011 5207299 should you have any specific questions regarding the above rates.
[image: image1.png]



Rod Gravelet-Blondin

Senior General Manager

Agricultural Products Division

Tel :+27 11 520-7258

Fax :+27 11 520-7551
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