
CIRCULAR TO: ALL PARTICIPANTS NO. 19/01

CLARIFICATION REGARDING SFE WHEAT FUTURES CONTRACTS

This Circular clarifies the Exchange’s position regarding the expiry of the March 01 and
subsequent Wheat Futures contracts. It represents a summary and affirmation of information
that SFE has previously published, and comments regarding ‘stack averages’ at GrainCorp
warehouses.

Market participants were informed of all changes to the March 2001 and subsequent Wheat
Futures contracts before these contracts were traded by means of: -

• SFE Circular 262/99 issued on 15 September 1999, which clarified that the freight
discount rates were exclusive of in-charges and out-charges for storage and handling.

• SFE Circular 354/99 issued on 23 December 1999, which informed the market that
Newcastle and Port Kembla would be the pricing points (but not delivery locations)
for the January 01 and subsequent Wheat Futures contract months.

• Location differentials for the 2000/ 2001 season that were published on the SFE web-
site on 11 January 2000.

Regarding the January 2001 Wheat Futures contract, several market participants queried the
interpretation of the ‘minimum 9% protein’ specification in SFE By-Law WF.1. A meeting of
the SFE Grains Committee was subsequently convened on 22 January 2001 to assist with the
Exchange’s understanding of the relevant issues.

As per SFE Circular 12/01 issued on 5 February 2001, the Exchange accepted the majority
advice and recommendation from the SFE Grains Committee, and endorsed the concept of
‘grower stack average’ as the means by which the specification of ‘minimum 9% protein’ is
achieved.

SFE has conducted a review of data provided by GrainCorp regarding ASW1 wheat stored at
its NSW warehouses, including the SFE Approved Warehouses at Junee, Parkes and Moree.
SFE has satisfied itself that the protein ‘stack average’ and ‘grower stack average’ at SFE
Approved Warehouses are currently above 9% protein.

SFE has also reviewed data regarding ASW1 wheat stored at 143 GrainCorp warehouses
whose grain could be moved into SFE Approved Warehouses. With the exception of 19
warehouses with a weighted protein ‘stack average’ of 8.9%, accounting for 13.4% of ASW1
wheat assessed, the protein ‘stack average’ at all warehouses exceed 9% protein as at 20
February 2001.
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On the basis of its review, SFE estimates that the protein ‘stack average’ at SFE Approved
Warehouses will be maintained at a minimum of 9% protein until the 2001/ 2002 season.

During the Delivery Period of the March 01 and subsequent Wheat Futures contracts, SFE
will additionally monitor confidential information provided by GrainCorp, including the
tonnage of various grades of wheat at SFE Approved Warehouses.

Participants are reminded that warehouse receipts can not be issued for stock which is not
physically in position at SFE Approved Warehouses at the time of issuing a receipt.

On issues relating to the orderly expiry of the March 01 and subsequent Wheat Futures
contracts, market participants are reminded that the Exchange: -

• Will monitor total stock and grades of wheat at SFE Approved Warehouses during the
Delivery Period.

• May request information from a Participant or its client about their intentions in both the
cash and futures market in regard to a particular contract. The Exchange may also request
documentation which illustrates the purpose of the position.

• In the event of any market manipulation, will not hesitate to take the appropriate
disciplinary action against Participants and/ or their clients under its Rules and refer the
matter to the Australian Securities and Investments Commission.

The Exchange affirms that it is committed to review the product specifications of the SFE
Wheat Futures contract, and for this purpose has appointed a consultant with extensive grains
industry experience. This review has commenced and will engage all facets of the grains
industry.

If you have any queries regarding the above matters please do not hesitate to contact Anne
Brown (02 9256 0652) or Derek Condell (02) 9256 0504.

ANNE BROWN
SENIOR MANAGER, BUSINESS RISK

DEREK CONDELL
GENERAL MANAGER, BUSINESS DEVELOPMENT
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