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HOUSE VIEW STRATEGIES

Charts last updated 3rd May 2010. Charts shown here are weekly continuous contracts and are
updated each Monday or as otherwise stated. For a front month daily chart (continuous contract)
of each market please visit our website.
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General bullish factors General bearish factors
e The Fed has been operating an expansionary | ¢ The consumer sector remains weaok,
monetary policy in an attempt to promote underscored by an official US unemployment
‘cheaper’ money - this is supportive for rate of 10 percent.
corporate profitability. e A laock of confidence in an economic
e |In addition to expansionary monetary policy, recovery would weigh on equity markets.
fiscal sftimulus measures have assisted the | ¢ Credit crisis has led to more stringent
economic recovery. conditions on lenders, which affects both

consumers and corporations.

Last session analysis: US equity markets slipped on news that a criminal investigation is underway into
alleged fraud by Goldman Sachs. The development saw Goldman’s share price slide 9.4 percent for
the session. The Goldman-led slump in financial stocks overshadowed a string of mostly upbeat
economic data and a host of better than expected corporate earnings news. The Commerce Dept’s
advance estimate of Q1 US GDP growth came in at 3.2 percent. Inventory restocking contributed
much less to growth than was the case in the previous quarter but an encouraging sign was a pickup
in final domestic demand. In other economic news, Chicago purchasers reported robust condifions in
April, while US consumer senfiment rose significantly in the latter half of the month.

Fundamental outlook: Economic data suggests the US economy has passed an inflection point and
the outlook for corporate earnings is improving. The US economy expanded at a seasonally adjusted
annual rate of 5.6 percent in the three months from October to December 2009 - the best quarterly
performance since 2003. The prospect of economic stimulus measures being unwound may present a
headwind but on balance we expect equity markets to extend last year’s recovery in 2010.

Technical indicators: Barchart short-term technical indicators are bearish.
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S&P 500 1186.69 Strategy: Bull/Bear 70/30
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General bullish factors General bearish factors
e The Fed has been operating an expansionary | ¢ The consumer sector remains weak,
monetary policy in an attempt to promote underscored by an official US unemployment
‘cheaper’ money - this is supportive for rate of 10 percent.
corporate profitability. e A lack of confidence in an economic
e |n addition to expansionary monetary policy, recovery would weigh on equity markets.
fiscal stimulus measures have assisted the | ¢ Credit crisis has increased borrowing costs,
economic recovery. which  affects both  consumers and
corporations.

Last session analysis: US equity markets slipped on news that a criminal investigation is underway into
alleged fraud by Goldman Sachs. The development saw Goldman’s share price slide 9.4 percent for
the session. The Goldman-led slump in financial stocks overshadowed a string of mostly upbeat
economic data and a host of better than expected corporate earnings news. The Commerce Dept’s
advance estimate of Q1 US GDP growth came in at 3.2 percent. Inventory restocking contributed
much less to growth than was the case in the previous quarter but an encouraging sign was a pickup
in final domestic demand. In other economic news, Chicago purchasers reported robust conditions in
April, while US consumer sentiment rose significantly in the latter half of the month.

Fundamental outlook: Economic data suggests the US economy has passed an inflection point and
the outlook for corporate earnings is improving. The US economy expanded at a seasonally adjusted
annual rate of 5.6 percent in the three months from October to December 2009 - the best quarterly
performance since 2003. The prospect of economic stimulus measures being unwound may present a
headwind but on balance we expect equity markets to extend last year’s recovery in 2010.

Technical indicators: Barchart short-term technical indicators are bearish.
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NASDAQ 100 2000.63 Strategy: Bull/Bear 70/30
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General bullish factors

General bearish factors

The Fed has been operating an expansionary
monetary policy in an attempt to promote
‘cheaper’ money - this is supportive for
corporate profitability.

In addition to expansionary monetary policy,

The consumer sector remains weak,
underscored by an official US unemployment
rate of 10 percent.

A lack of confidence in an economic
recovery would weigh on equity markets.

fiscal sftimulus measures have assisted the | ¢  Credit crisis has increased borrowing costs,
economic recovery. which  affects both  consumers and
corporations.

Last session analysis: US equity markets slipped on news that a criminal investigation is underway into
alleged fraud by Goldman Sachs. The development saw Goldman’s share price slide 9.4 percent for
the session. The Goldman-led slump in financial stocks overshadowed a string of mostly upbeat
economic data and a host of better than expected corporate earnings news. The Commerce Dept’s
advance estimate of Q1 US GDP growth came in at 3.2 percent. Inventory restocking contributed
much less to growth than was the case in the previous quarter but an encouraging sign was a pickup
in final domestic demand. In other economic news, Chicago purchasers reported robust condifions in
April, while US consumer sentiment rose significantly in the latter half of the month.

Fundamental outlook: Economic data suggests the US economy has passed an inflection point and
the outlook for corporate earnings is improving. The US economy expanded at a seasonally adjusted
annual rate of 5.6 percent in the three months from October to December 2009 - the best quarterly
performance since 2003. The prospect of economic stimulus measures being unwound may present a
headwind but on balance we expect equity markets to extend last year’s recovery in 2010.

Technical indicators: Barchart short-term technical indicators are bearish.

CWA Global Markets Pty Ltd Page 4 of 20



HOUSE VIEW STRATEGIES

VIX 22.05 Strategy: Bear/Bull 60/40
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General Factors

e VIX is the ficker symbol for the Chicago Board Options Exchange Volatility Index, a popular
measure of the implied volatility of S&P 500 Index options. Referred to by some as the ‘fear index’, it
represents one measure of the market's expectation of volatility over the next 30 day period.

e When the market is trending steadily upwards, there is generally a low level of voldtility in the
market as complacency sets in and more call options are bought than put options. Conversely,
when a market is falling, there is generally widespread panic in the market causing a high level of
volatility as more put options are bought than call options.

e The VIX moved to the 42 to 45 range in July, August and October 2001-02 as the equity markets
made their bear market lows. By comparison, the VIX tfraded between 10 and 12 in December
2006.

Last session analysis: The VIX jumped 3.61 (or 19.6 percent) to settle at 22.05.

Fundamental outlook: As equity markets have continued to recover, volatility levels have remained
moderate, especially when compared to the fourth quarter of 2008 and the first quarter of 2009. The
VIX Index, which peaked at over 70 in the fourth quarter of 2008, had retreated to below 20 by the end
of the first quarter of 2010.

Notwithstanding short-term spikes like those seen in late October and January, further decline in the
VIX is forecast over the medium to long term as the market returns to pre-crisis conditions.

Technical indicators: Barchart short-term technical indicators are bullish.
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Gold (August): $1182.10 Strategy: Bull/Bear 70/30
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General bullish factors General bearish factors

e Given the strong negative correlation | ¢  Physical demand remains lacklustre following
between gold prices and the US dollar, a of the global economic downturn which
weakening US dollar is a generally bullish would leave gold prices exposed if
factor for USD-denominated gold. investment interest moderates.

e The re-emergence of financial market [ ¢ A strengthening US dollar puts generally puts
uncertainties would maintain investor interest gold under pressure. The value of the US
in gold. dollar is in part driven by expectations of

e The supply outlook remains supportive interest rate differentials between the US and
following years of low investment in Japan, Eurozone and other economies.
exploration and mine development when | ¢  General commodity market weakness may
prices were relatively low. also pull prices downwards.

e Unprecedented monetary and fiscal stimulus | ¢  The US dollar has rebounded sharply in
measures put in place in the wake of the GFC December and January in response to data
and economic slump have raised the suggesting the US economic profile is
prospect of a period of strong reflation. This improving. We are closely monitoring the
may be constructive for gold given it is developments in currency markets; further
commonly held by investors as a hedge strengthening of the USD may lead us to take
against inflation. a more neutral view on precious metals

prices.

Last session analysis: Gold prices firmed amid a moderate decline in the USD - the euro was supported
by expectations that a formal solution to the Greek debt crisis would be reached over the weekend.
The August contract settled $11.90 higher at $1182.10 an ounce.

Fundamental outlook: The strengthening of the USD in recent months has kept USD-denominated gold
prices below their late 2009 peak. The euro-denominated gold price continues to hit fresh record highs.
This suggests gold is not as weak compared with its December 2009 level as it might appear if we
simply looked at the dollar price. We expect the global economic recovery to underpin growth in
fabrication demand for gold in 2010, a price-supportive factor. Diversification out of fiat currencies into
hard assets like gold remains a supportive factor for prices while the heightened concern over
eurozone sovereign debt has led to an increase in demand for low-risk assets such as gold.

Technical indicators: Barchart short-ferm technical indicators are strongly bullish.
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Silver (July): $18.639 Strategy: Bull/Bear 70/30
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General bullish factors

General bearish factors

The reasons stipulated for gold also apply to
silver.

A more iliquid market makes for higher
volatility than gold both to the upside and
downside.

Turmoil in  financial
demand for
haven’ asset.
Signs of a global economic recovery would
be bullish for silver by boosting industrial
demand prospects.

markets can affect
precious metals as a ‘safe

Further weakness in the global economy
would dampen demand for silver in industrial
applications.

Strength in the US dollar would put silver under
pressure.

General commodity market weakness may
also pull prices downwards.

The US dollar has rebounded sharply in
December and January in response to data
suggesting the US economic profile is
improving. We are closely monitoring the
developments in  currency markets; an
increased  likelihood  of  further USD
strengthening may lead us to take a more

neutral view on precious metals prices.

to settle at $18.639 an ounce.

prices is biased to the upside. Part industrial, part precious metal, silver should

demand will more than offset a moderation of investment demand for silver.

Last session analysis: Silver prices lagged the gains in the gold market but ultimately the weakness in
the greenback offset the negative influence of the selloff in equities. The July contract added 6 cents

Fundamental outlook: Silver prices have followed gold sharply lower since the early December peak.
Short-term, a strengthening USD presents a headwind for silver prices but longer-term the outlook for

as a function of its greater exposure to the recovering industrial sector. We expect growth in industrial

Technical indicators: Barchart short-ferm technical indicators are strongly bullish.

outperform gold in 2010
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Crude Oil (August) $89.68 Strategy: Bull/Bear 70/30
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General bullish factors

General bearish factors

Strong demand growth from emerging
economies has driven the fundamentally
bullish longer-term supply-demand outlook
which points to continuation of the long-run
upward price trend.

The ever-present geopolitical risks associated
with energy production can lead to spikes in
oil prices by way of supply risk premiums.
Weather shocks such as Gulf hurricanes can
tfranslate into supply shocks.

A weakening of the US dollar is constfructive
to USD-denominated crude oil prices.

An increase in prices can erode demand,
with the long-run demand response far more
pronounced than the short-run response —
higher prices incentivize markets to seek
methods of improving energy efficiency.

On the supply side, higher prices incentivize
exploration and increased production, for
example some oil reserves with higher costs of
development become economically viable
at higher prices.

General  global  economic  weakness
negatively affects demand. The current

economic slowdown has sharply reduced
demand for crude oil which has been the
major factor in driving the recent collapse in
crude prices.

Last session analysis: Crude oil prices gained on the back of the weaker USD and the generally upbeat
economic data. The August contract closed the session $1.17 higher at $89.68 a barrel.

Fundamental outlook: Crude prices rebounded pre-emptively in 2009 driven by expectations of an
imminent recovery in global fuel demand. The sliding USD was also responsible for upward pressure on
the USD-denominated oil price in 2009.

We are yet to see a substantial recovery in industrial production and manufacturing in many
advanced economies including the US and Europe. Picking up the slack however are the non-OECD
economies especially east Asia where strong consumption growth should underpin a return fo positive
global consumption growth in 2010 following two straight years of contraction.

Technical indicators: Barchart short-ferm technical indicators are strongly bullish.
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HOUSE VIEW STRATEGIES

Natural Gas (August) $4.153 Strategy: Bull/Bear 50/50
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General bullish factors General bearish factors
e Given the generally positive correlation [ e A US economy in recession has significantly
between natural gas and crude prices, weakened industrial demand for natural gas.
elevated crude oil prices provide support. | ¢  Natural gas is less susceptible to geopolitical
Note that the degree of correlation between supply shocks as crude all.
prices in these markets is a general factorand | ¢ Prevailing and expected weather conditions
is not constant over time. This can be a bullish can provide supply and demand shocks,
or bearish factor for natural gas prices. which can be bullish or bearish (see column
e Maintenance to base-load power plants, opposite).
such as nuclear plants, can boost demand | ¢ The US and global economic slowdown has
for natural gos, which is used in the negatively impacted on industrial demand
generation of peak load electricity. for natural gas and a recovery in demand is
e During the northern hemisphere winter, cold unlikely in the near term.
snaps in US winter heating regions can lead to
spikes in natural gas prices.

Last session analysis: Natural gas prices extended the previous session’s slide as Thursday’s soft DOE
inventory numbers continued to dominate market sentiment. The August contfract closed the session
6.4 cents down at $4.153.

Fundamental outlook: Natural gas prices have failed to recover in 2009 and 2010 after the collapse in
demand triggered by the financial crisis and the subsequent global economic slump. A colder than
normal winter across much of the US boosted heating demand which ate info some of the supply
overhang however industrial demand for natural gas remains weak. We expect the persistent glut in
natural gas will limit the upside for prices in the near term.

Technical indicators: Barchart short-ferm technical indicators are strongly bearish.
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Heating Oil (August) | 236.26 cents

Strategy: Bull/Bear 70/30
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General bullish factors

General bearish factors

e Movementsin crude oil prices have a general | o
positive correlation with heating oil prices.
Therefore, rises in crude prices typically are
associated with similar movement in heating
oil prices.

e Historically low US inventories of heating oil
require rebuilding in the off-peak season for
winter heating demand.

Movements in crude oil prices have a general
positive correlation with heating oil prices.
Therefore, falls in crude prices typically are
associated with similar movement in heating
oil prices.

cenfts to seftle at 236.26 cents a gallon.

Last session analysis: Heating oil ended higher alongside crude prices. The August contract rose 3.51

Fundamental analysis: Comments for crude oil market are applicable to heating ail.

Technical indicators: Barchart short-term technical indicators are strongly bullish.
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Wheat (July) $5.03 Strategy: Bear/Bull 60/40
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General bullish factors

General bearish factors

e Rising corn prices can be a bullish factor for
wheat since the two grains can be
substituted for one another in feed mixes.

e Adverse weather conditions in major growing
regions around the world can be a bullish
factor by negatively impacting on yield
prospects.

Further build-up in world stocks would keep
prices on the defensive.

Any recovery in the US dollar could reduce
foreign buying as US wheat becomes more
expensive in other currencies.

General weakness in the grains and oilseed
complex can put spillover pressure on wheat

prices, since different grains are to a degree
substitutable.

Last session analysis: Wheat prices advanced on short-covering but closed the week marginally lower.
There is speculation that the oil spill off the Louisiana coast will affect Gulf-origin freight and may
exacerbate concern about declining foreign demand for US wheat. The July contract settled 7.25
cents up at $5.03 per bushel.

Fundamental outlook: Healthy global wheat production, substantial global inventories combined with
lacklustre demand for US exports has kept CBOT wheat futures on the defensive for most of 2009 and
will continue to do so in the foreseeable future. From a fundamental point of view we believe Chicago
wheat is overvalued with European FOB offers remaining at a discount. A large speculative net short
position in wheat leaves the market vulnerable to short-covering rallies however the patently weak
global S&D setup means extended rallies will be hard fought.

Technical indicators: Barchart short-term technical indicators are bullish.
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Corn (July) $3.7525 Strategy: Bear/Bull 70/30
(ZE £F - CORNW) Dypamic,0:00-24:00 (Delayedy - - - -+ - - - - LI I I I U500
MA{30,C)s [T(l

M

DeSignal, 2003 - - - - o . . oo ................. 3':"]"]
Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May
2010

Source: eSignal

General bullish factors

General bearish factors

The allocation of an increasing proportion of
food grain info biofuels production has
underpinned rising global demand for corn.
The global economic recovery is a positive for
global demand.

Via the ethanol market, rising crude prices
can have a positive impact on corn values.
Corn needs to gain acreage in 2010-11 which
should support prices longer-term.
Unfavourable prevaiing and expected
weather conditions in key growing regions
such as the US Midwest and South America’s

2009-10 ending stocks look adequate which
will keep prices on the defensive.

Via the ethanol market, falling crude prices
can have a negative impact on corn values.
Since wheat and corn can be substituted in
feed mixes, faling wheat prices can put
spillover pressure on corn prices.

Favourable weather conditions in  key
growing regions such as the US Midwest and
South America’s grain belt can positively
impact production prospects which can
dampen prices.

grain belt can adversely impact production
prospects which can lift prices.

Last session analysis: Corn price were lifted by follow-through spec buying amid positive technical
considerations. The tfrade remains uncertain about the implications of Chinese feed mills” purchase of
two cargoes of US corn last week. The July contract closed the session 6.25 cents higher at §3.7525 a
bushel.

Fundamental outlook: A record large corn crop has been harvested in the US and in combination with
flagging domestic and export demand should continue to limit the upside for Chicago corn values.
Further gains in the USD would provide added downward pressure on prices.

Technical indicators: Barchart short-term technical indicators are bullish.
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Soybeans (July) $9.99 Strategy: Bear/Bull 70/30
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General bullish factors

General bearish factors

Increasing demand from Asia (n particular
China) for higher protein diets has
underpinned an increase in global demand
for soybeans.

Growing demand for biofuels is another
important source of demand growth for
soybeans.

High crude oil prices boost soyoil demand
and hence demand for soybeans (and vice

A protfracted global economic slump would
dampen demand growth for soybeans.

Lower energy prices reduce demand for soy
as an input in the production of biofuels.
Favourable prevailing and expected weather
conditions in key growing regions such as the
US Midwest and South America’s grain belt
can positively impact production prospects
which can dampen prices.

versa).

e Unfavourable prevailing and expected
weather conditions in key growing regions
such as the US Midwest and South America’s
grain belt can adversely impact production
prospects which can lift prices.

Last session analysis: Soybeans prices rose slightly, coat-tailing on the gains in neighbouring Chi corn.
Gulf cash basis levels were weaker and are expected to fall over the coming week. The July contract
closed the session 3 cents up at $9.99 per bushel.

Fundamental outlook: The outlook for soy futures is turning increasingly bearish as the trade eyes the
approach of a bumper South American harvest. After a very disappointing crop the previous season,
the 2009-10 South American soy crop is large and estimates are growing. The fransition from a
demand-led bull phase info a supply-led bear phase appears complete. Assuming the 2010 US
growing season is one of normal weather, soybean prices should be pressured by growing US and
global supply.

Technical indicators: Barchart short-term technical indicators are bullish.
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Coffee (Sept) 136.60 cents | Strategy: Bull/Bear 50/50
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General bullish factors General bearish factors

e Arecovering global economy is a positive for | ¢ A slower than anficipated economic

coffee consumption prospects. recovery would curb global growth in coffee
e Weakness in the USD is a bullish factor for USD- consumption.

denominated coffee prices. e A sharp increase in the value of the US dollar
e The trend of growing consumption in origin would result in a fall in the prices that farmers

countries such as Brazil leaves fewer beans would demand for their beans.

available for the export market.

Last session analysis: Coffee prices built on the week’s earlier gains as the market lifted further away
from Tuesday’s lows. Weakness in the USD was supportive of the gains as was news of tighter than
expected Brazilian stockpiles. The September contract settled 0.65 cents up at 136.6 cents per Ib.

Fundamental outlook: An improving global economic outlook is brightening the demand-side outlook
for coffee. The International Coffee Organization most recently forecast global coffee consumption to
reach 134 million bags in 2010, up from a previous estimate of 130-132 million.

Recent weakness in the market is an indication that the trade is pricing in a healthy Brazil crop which
may see the global production surplus reach as high as 10 million bags. We believe the outlook for the
Brazilion crop still has a high degree of uncertainty — anywhere from 47 to 55 million bags. A
strengthening USD over recent months has also been a source of downward pressure for ICE coffee.

Technical indicators: Barchart short-term technical indicators are bullish.
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Orange Juice (Sept)

139.25 cents

Strategy: Bull/Bear 50/50
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General bullish factors

General bearish factors

Evidence of further recovery in the US
economy will boost demand prospects.
Disease break-outs out can lead to upward
pressure on prices.

Frost and freeze affects Florida’s production
by damaging or destroying existing fruit on

Favourable weather conditions in Florida’s
growing regions can boost supply prospects
and weigh on prices.

Since orange juice is a luxury good, a
prolonged economic slump would keep
demand prospects dim.

frees while also destroying bloom and new
growth which can negatively aoffect the
following season’s potential output.

e During the hurricane season, the threat posed
by hurricanes can lead to a weather risk-
premium being built into prices.

Last session analysis: FCOJ prices remained in a holding pattern, posting an inside day amid a lack of
conviction from both sides of the market. The September contract settled 0.75 cents higher at 139.25
cents per lb.

Fundamental outlook: The USDA has forecast all orange production in the US in 2009-10 will drop more
than 10 percent from the previous season affer cold and wet weather conditions in key Florida growing
regions in early 2009, a damaging hard freeze in January 2010 and the spread of citrus greening
disease. Expectations that demand is recovering to pre-recession levels in the US should offer support
to FCQOJ prices.

Technical indicators: Barchart short-term technical indicators are bearish.
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$3257

Cocoa (Sept) Strategy: Bull/Bear 70/30
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General bullish factors General bearish factors

e A weakening US dollar is bullish for cocoa as | e
producers have to purchase inputs such as
fertilizer, a US dollar decline relative to the
production  countries  currency  forces | e
producers to increase prices to cover the

Further gains in the US dollar would pressure
US dollar-denominated cocoa prices lower,
all other things equal.

General commodity market weakness could
be expected to weigh on prices.

additional cost. .

A rebound in global economic growth and a
broad-based recovery in commodity prices
would be constructive to cocoa prices.

Outbreaks of crop disease, such as black pod

A slower than expected recovery in the
global economy would have a negative
impact on cocoa consumption growth.

Recent grind data indicates that demand for
cocoa remains suppressed as a result of the

disease, can negatively impact yields and
reduce the size of the harvest.

global economic downturn.

Last session analysis: Cocoa prices rose to 3-month highs, taking the gains over the past two weeks to
12 percent. Cocoa exports from the world's top producer, Ivory Coast, fell 14 percent from the start of
current 2009-10 season (Oct 1 through April 28) compared to last year. Biweekly cocoa exports from
the two weeks to April 28 were down 29 percent from a year ago. The September contract settled $29
higher at $3257 per metric ton.

Fundamental outlook: The cocoa market performed strongly in 2009, rising to multi-decade highs on
the back of a sliding USD, improving demand-side prospects and the prospect of a fourth straight year
of global production deficit.

Recent market information has caused us to adopt a more upbeat view on the outlook for prices. Q1
grind data from North America and Europe indicates global consumptfion has grown more than
anficipated. Demand will continue to benefit as the global economic recovery picks up steam.
Ongoing strength in the LIFFE-ICE spread is a signal that origin supplies are fighter than some
participants believe to be the case.

Technical indicators: Barchart short-ferm technical indicators are strongly bullish.
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HOUSE VIEW STRATEGIES

Sugar (October) 15.81 cents | Strategy: Bear/Bull 70/30
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General bullish factors

General bearish factors

The burgeoning biofuels industry demands
large quantities of sugar cane for production
of ethanol - this leaves less cane available for
sugar production.

Sub-average Indian monsoonal precipitation
has raised concern over the size of the global
supply deficit. This has been exacerbated by
unfavourable harvest weather in Brazil.

High prices mean there is a strong incentive
for producers to deliver to the cash market
(rather than stockpile) as the harvest
progresses.

Weakness in crude oil prices can flow through
to sugar values via the ethanol market
linkages.

More favourable weather conditions in the

world’s key growing regions would ease
supply-side concerns.

Last session analysis: Sugar prices maintained their downward momentum despite the generally
positive tone across commodity markets. The decline capped a weekly decline of 0.6 cents amid
expectations of a sharp rebound in global production and a lack of fresh supportive news on the
demand side. The October contract settled 0.07 cents lower at 15.81 cents per Ib.

Fundamental outlook: Underpinning the 2009-10 spike in sugar prices was a second-straight year of
global supply deficit which drew down global stocks to extremely low levels. Below-average
monsoonal rainfall negatively affected India’s production while Braozil’s sugar output in 2009 was
curtailed by excessive rainfall in key cane-growing regions. The global stocks-to-use ratio for sugar will
remain tight in 2010 which should support prices above long-term average levels. Volatility will remain
high until supply replenishment becomes more certain.

Brazil’s sugar year has kicked off strongly with production up 77.5 percent on last year for the season so
far. Weather conditions in the world’s largest producer are non-threatening for the cane harvest and
crush and this bearish supply-side profile may pressure prices further. The failure of NY futures to hold
support after the recent consolidation also suggests more downside is in store.

Technical indicators: Barchart short-ferm technical indicators are strongly bearish.
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HOUSE VIEW STRATEGIES

Cotton (October) 80.03 cents

Strategy: Bull/Bear 50/50
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General bullish factors

General bearish factors

e Relatively high prices for other grains and | e
oilseeds mean cotton must keep pace or risk
losing out on the battle for acres.

e A decline in US cotfton production in 2008-09is | e
likely to be offset by small production
increases in most other cotton-producing
countries. Production has been constrained
by relatively high prices for competing cereal
and oilseed crops. o

e Higher oil prices make synthetic fibre
alternatives more expensive.

e A recovery in stock markets can also benefit
cofton prices by signaling an improved
demand outlook.

The global economic slump negatively
affected demand prospects for coftton,
leading to sharp falls in cotton prices.

Equity markets can act as a proxy for
expectations of future global demand
recovery. As a result, weakness in equity
markets can have a negative influence on
coftton prices.

Weakness in price of competing cereal and
oilseed crops can dampen cotton prices,
since relative prices affect planting decisions
and acreage.

higher at 80.03 cents per Ib.

forward curve.,

Last session analysis: Cotton prices tfraded higher on the weaker USD and generally upbeat economic
data that overshadowed the negativity in equity markets. The October contract settled 0.47 cents

Fundamental outlook: Growing optimism over a global economic recovery should continue to drive a
recovery in cotton prices despite the likelihood that consumer demand will be one of the last areas of
the US economy to recover. On the supply side, both the US and Chinese cotton crops have been
significantly affected by adverse weather. Amid with a brightening demand-side outlook, the
underlying S&D balance of the cotton market is price-constructive, especially at the front end of the

Technical indicators: Barchart short-term technical indicators are bullish.
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HOUSE VIEW STRATEGIES

93.525 cents

Live Cattle (August)

Strategy: Bull/Bear 50/50
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General bullish factors
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The US herd is now in decline with the number
of cattle on feed at their lowest in years.
Improving exports over the next year as
inspection requirements are eased may
reduce domestic supply and bolster prices.
Increases in the price of feed grain can have
a bullish influence on deferred live cattle
contracts.

A weak US economy has a negative impact
on the consumption of beef in favour of
cheaper protein alternatives such as chicken
and pork.

Consumer trends and tastes may see a move
away from red meat towards leaner meats;
this has been touted as a Bearish factor in the
past however and such tastes and trends will

be determined by price as well as health.

Last session analysis: Live Cattle prices posted a moderate gain on the back of broad-based
commodity market strength linked to the decline in the USD. A firm tone to the beef market and an
upward surge in hog values were supportive to cattle prices. The August contract closed the session
0.2 cents up at 93.525 cents per Ib.

Fundamental outlook: The US recession dampened demand for beef, which is a ‘luxury’ good
compared to the cheaper protein substitutes chicken and pork. Although demand for beef is on the
mend, a tight supply side has been the primary driver of the cattle market in recent months. The
number of on-feed cattle for the slaughter market at the lowest level in seven years. In addition, catftle
weights have continued to decline which has supported a rise in beef prices.

Going forward as we move into the warmer months in the US, rising cattle weights and increasing on-
feed placements will cast a more bearish hue on supply.

Technical indicators: Barchart short-term technical indicators are bearish.
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HOUSE VIEW STRATEGIES

House View Strategies
Monday, 3 May 2010

Breakdown of
Technical & Fundamental Ratings
(Time Frame - 1 to 14 days)

Barchart Fundamental Fundamental Overall View
Technical Rating Bullish Rating Bearish Rating % Bull % Bear

DIJIA 40% Bearish 70 30 70 30
S&P 500 40% Bearish 70 30 70 30
NASDAQ 40% Bearish 70 30 70 30
VIX 60% Bullish 40 60 40 60
GOLD 100% Bullish 70 30 70 30
SILVER 100% Bullish 70 30 70 30
CRUDE 80% Bullish 70 30 70 30
NATGAS 100% Bearish 60 40 50 50
HO 80% Bullish 70 30 70 30
WHEAT 40% Bullish 40 60 40 60
CORN 40% Bullish 30 70 30 70
SOY 60% Bullish 30 70 30 70
COFFEE 40% Bullish 45 55 50 50
OoJ 20% Bearish 55 45 50 50
COCOA 80% Bullish 65 35 70 30
SUGAR 80% Bearish 40 60 30 70
COTION 20% Bullish 50 50 50 50
LIVE CATILE 20% Bearish 50 50 50 50

Technical analysis provided by Barchart.com (short-term indicators)

Fundamental analysis provided by CWA research group

CWA Global Markets Pty Lid (Australian Financial Services License #279118).
ABN 65 097 925 472
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