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‘Corn futures ... on the Chicago Board of
Trade ... down 23 percent for September,
the biggest monthly decline in records
going back to 1959."

- Bloomberg, September 30", 2011
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‘[Chicago] Wheat futures ... lost 23
percent in September, the biggest
monthly [price] drop since March 1974.

- Bloomberg, September 30t", 2011

‘U.S. wheat futures ... were set to post the
biggest monthly percentage gain since at
least 1959...

‘Wheat futures at the Chicago Board of
Trade (CBOT) gained 42 percent in July.’

- Fox Business, July 30t, 2010
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Balance of world wheat market

(source: International Grains Council)
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‘T think the wheat market is overstated
and way ahead of itself but the market
will keep going up until fund buying
subsides or until some numbers come out
of Russia that would stall the buying.”

- Shawn McCambridge (Prudential Bache Commodities),
quoted on Fox Business, July 30", 2010
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‘Global cereal supply and demand still
appears sufficiently in balance...
Unexpected crop failure in some major
exporting countries followed by national

responses and speculative behaviour rather
than global market fundamentals, have
been amongst the main factors.”

- FAO Groups on Grains and Rice, Sept. 24th, 2010
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Commodity prices and the dollar

(source: Ke Tang and Wei Xiong)
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Meanwhile in 2011...

Other commodities and financial

investments were sold in the third quarter

o E.g. the FTSE100 share index (London)
fell 13.7% - biggest quarterly drop
since 2002

o MICEX (Moscow) fell over 20%
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Commodity prices and share prices

(source: Ke Tang and Wei Xiong)
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US and Chinese commodity prices

(source: Ke Tang and X
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US laws affecting
commodities trade

oRepeal of Glass-Steagall Act,
1999

oCommodity Futures
Modernization Act, 2000
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Financial ‘correlation’

o Gorton & Rouwenhorst paper (2005)
recommended investing in commodities
to balance price movements in other

investments

o This was picked up by investment banks
to justify investment in commaodities
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Growth of speculation in wheat futures

BOT Wheat 1995-2000 an I
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Chicago Board of Trade permitted steadily

more speculation in agricultural futures,

with US government (CFTC) approval.

By 2005 the limits were raised from 600

contracts per commodity to:

o 22,000 contracts (2.79 million tons) for
maize

o 10,000 contracts for soya beans

o 6,500 contracts for wheat
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Total financial investment in
commodities

In July 2011:

o above $300bn for the first time

o up $94bn since January 1st

Over the last 10 years:

o up 2900% ($290bn)

o annual average inflow: about $24bn

- source: Barclays Capital, August 2011
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‘The recent strength of commodity
fundamentals and price trends has
certainly attracted a high level of
speculative interest ... [which] is
particularly high ... in some energy
markets..., some precious metals (notably
platinum) and the CME Feeder Cattle and
KBOT [Kansas City] wheat markets.
There is certainly some downside risk if
hedge funds decide to take profits.’

- Barclays Capital, April 2011
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Wheat and copper in September

Wheat and copper prices fell together: For more information please contact:
“Over the last month both markets have Yulia Yevtushok
fallen by a similar amount,” [Australia & New Oxfam Programme Coordinator, Moscow

Zealand Bank] analyst Paul Deane said.
"“The short-term correlation between these
two markets has jumped sharply, typical of a . i
sell-off driven by financial markets.”” htfp://grow.clicr.ru

yyeviushok@oxfam.org.uk

http://clicr.ru
http://oxfam.ru

- Agrimoney, September 26", 2011
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Thank you for listening!
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