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Timid marketers ma
cut return to farmers

By SIMON PICKERING

AUSTRALIA'S wheat produc-

ers could be looking forward
to payments close to
240/ ronne for ASW this vear.
if the Australian Wheat Boasd
had taken advantage of long-
eTm currency coniTacts.

And dhat figure takes mod ac-
count nternationel subsidy pros
grams, the Colf crisis and ather
factors which have reduced 1e-
trns 10 3120/ toane,

Managing director of Caloun-
dra-based Commadity Hedgng
Co, Dewvid Burtom, 13 adamant
that the reluctance of Ausitalian
17k ﬂr!-i::mg :||.‘:|.::'|:_'a [} '_‘:ll_' 'ITII:I]'\ e
with the currency ‘amd  Faturss
._Lla.rkl,u 1% COSLng :II.'LdLI.‘_'I_I."" denr-

The current poor wheat prices
-|:1".|:|:' thisz rejuctance, he helipves,
and emohasise the nesd for wheat
and gther commedites o Fully
dersgulate ther m arketng sys-
tems.

br Burton said the huge advan-
tage af a fully |!E|.'°E_‘u-..'.e|.. TaTE=L
lor growers m the -'c_amlnl.-: above
Wag e .;.-CJ]E:._':-' om the process al
locking oo currsncy rates up
F-.-'r: yeurs forward,

For example, the Mean Spot
Fate im 1986 was 560 3 cens.

Mr Burtgn said the ideal serat-
egy 1o exploit this fgore would
have been o lock m the gumency
for 1990 at the then available
Forward Currency Eats (FCR) of
[JS50.80¢ — the FCR was lower
than the spot rate due to Ausira-

ba's interesi rates beiog higher
than those o the US.
Mr Burton said the use of

curreney in thes manper would
hawve Elven ETOWETS a near
5120/ tomne advantags from mir-
keting the same wheat on the same
world market for the same price,

Mr Burton said grower returos
could bepefit even Ffugther if
proper advantage was sm'u.m.rj'-
miade aff the |:-'[:|-.||_'r'lu.'r:|_L1es-. .a.'.f:i"-
able on the commedity Puturss
Marxei.

The Chicage wheat futures
which were presently siumped at
aroupd USi55€/bushel, for in-
stance, had peaked at
JS450c/ bushel as recently 23
1989, This would reiale to

A Managing director of Ca-
loundra-based Commaodity
Hedging Co, David Burtom.

5368 tonme o n 1988 Farvard
Currency Roe was locked inoas
US53.804% he said.

When figures such as these were
vigwed in the coatext of the
present dwindling commodity
:-'l'.IE"E-_ Mr Burtos sadd, i nr.:m.ﬂm
the performancs of mas .!.L"'I.,I.E
Boards into question — basically
they wers doing nothing.

The most probable reasen for
this was that the markeding hoards
were scared of being wrong if
Prices mowed lugher after cog-
tracts had he=a |_|.||..1.|1sr|:| he sand.

Mr Burion, who handles futires
and surreney deals for a number
of QQueensland coiton growers, has
o such fears of changmg rates

Pravided the currency ar com-
modity rates on offer puarantee
ETG'I-'.-:‘E a pood Opriling MEELn
fe will take them, :

“The idex 15 w0 ke=p Lhe farm
proftaeble.” Mr Burton swd

“You lock in at a rate shere
you can gruranies that the farmmer
will make money

“T'm wware thai thers will bs
occasions when the prices wiil
mave higner My main airm how-
ever, is 1o provide the rowsr with
a :-f_ucrd return that i near (the
peak,

*If this sitnation cecurs vou can
lock in the improved pricss for the
following year anyway,”

Mr Buruonm i3 confident mar-
keters can pick close wo the year's
hest rates (f they do their fome-
work.

“You should be able o get
within 30 percear of - the vear's
high by selling HG:-;,:-I_’-C{'::‘.E wooa
combinaticn of historcal and sea-
somal fluetpations — provided
rou've got the daia” Mr Burton
said, -

“Historical datz is fine mined
wilh presen: market information
o see if the morket 8 runping
according to the normal cycle,
check on wolumes being sraded
and that sert of thing.

"With all that data vou cap zet
farrly ciose to the wp price.”

it Burton said larmers should
adso come o realise thad 10 «@s aot
always in their best imteresis (o
ZrOW A Crop.

He said thers would always be
Bear and Bull markeis which
wiukd effect all commodines, aur-
rencies and inferesd rates,

fust as wheat had collapsed 30
would cotton i the coming vears.

The main diiference, however,
was that cotton  growers could
tock in their crop for 1992 now, 50
thar any low prices that ccoured
would not effect the growers who
had foerward wold, he said.

“Farmers think they have w
gronw zomething every year even i
s poing to ecarn them less chan
the cost the production,”™ Mr Bur-
ton Faid,

“If you grow a <Top when the
price = loww, vou have o realiss
_~i:1 have become o cash s specula-
tor and this could send vou fur-
ther into debi”

"Wheat prices should remain
low unod August 1991, so the
farmer should senously consider
s production costs as opposed Lo
the potential of his crop retum.”™




