ONEIL COMMODITY CONSULTING

Transportation Update Report for 16 May 2008
Ocean Freight Comments: One word -WOW !

There are pleasant and unpleasant surprises and this market has been both, depending on who you are.

Rates have risen to all time historic highs and no one was expecting that to happen; not end users, not vessel

owners nor Traders. Vessel owners and operators who made offers for freight last week are now questioning why

they offered so cheap. End Users around the world have, for the most part, been caught short and left questioning

how high prices can go. No one seems to have a good answer as to exactly how prices got to this level or how

much further they can rally. Most Traders aurent Cha
l evel s. It s been a dangerous and costly game try
The normal balance of supply and demand and the increase in Iron Ore business obviously have much to do with

the state of the markets but this market seems to have a fair amount of psychological or fear element in it too.

Transit delays at the Panama Canal, the South American grain harvest and the ciaos with the Argentine strike

situation have also been contributors to the bullishness. The Atlantic market is now the big pull and vessels from
everywhere are ballasting to the area to meet the demand in both North and South America.

As one would expect the Atlantic market remains inverted with summer rates for July-August at about a
$10.00/tone discount to the 30 day market. Freight Buyers do not want to lock in these historically high prices in
the forward positions and are willing to wait and hope that things will improve/drop. On the other hand, the Pacific
market looks rather flat over the next 90 days.

The Baltic Panamax bulk freight index P2A for the U.S. Gulf-Atlantic rose another 14,750 points, or 14 percent,
this week to close at 115,850 on Friday. That'’' s a
Most players in the market believed we would not see a repeat of the historically high rates experienced in Oct.-
Nov. 2007; but here we are topping those now. Current freight indexes and physical freight rates are now at new
all time historical highs. Panamax, Handymax and Supermax vessels are now commanding daily hire rates of over
$100-110,000 per day. Everyone needs to manage their loading and unloading logistics extremely well as
Demurrage costs will eat your legs off faster than a shark.

The Baltic Panamax bulk freight P3A for the Pacific route to Asia also increased, albeit at a slower pace. The P3A
index moved up 7,852 points or 12 % percent over last week to end up at 71,568.

The P3A Pacific index is now 16,831 points or 31 % higher than it was at the beginning of the year, but has not yet
exceeded its high levels of over 101,000 points set back on 29 October 2007. The Baltic freight indexes do seem to
be leading the physical markets, but that is a normal and natural tendency.

As you can see, most of the action is in the Atlantic markets and the freight spreads between the US Gulf and PNW
to Asia have widened out so far that they have far outstretched any relevance to the cash corn, soybean or wheat
markets. Mexico has benefited from the advantages of being a very short voyage and quick turn around and
therefore has not felt the full impact of these higher rates.

In dollar terms, the 30 Day U.S.Gulf to Asia Panamax market is now approximately $140.00-$142.00/mt.
(July-august values are closer to $131.00/tonne). Handymax vessels are trading at a $3.00/tonne premium to
Panamax size vessels. Panamax rates from the PNW to Asia are quoted at $71.00-72.00/mt. in the 30 day market.
This puts the U.S. Gulf-PNW freight spot spread to Asia at about $69.50 per tonne ($1.765 cents per bushel for
corn and Milo and about $1.89 cents per bushel for soybeans and wheat).

With the cash corn basis at the PNW at a $ .98-1.00/bushel ($38.60-$39.40/tonne) premium to the Gulf, and the
soybean cash spread at about a $.93-.98 per bushel ($34.20-$36.00/mt) spread; we can see that the ocean freight
spread has made the cash grain spread all but a mute point. This type of spread relationship should continue to
encourage everything possible to ship to and load out of the U.S. West coast and this port region should continue
to work at full physical capacity for some months to come.




Bulk Freight Indices for HSS - Heavy Grain, Sorghum and Soybeans.

[Route and Vessel Size Current Week [Change from previous | Remarks

U.S.D/MT week
55,000 U.S. Gulf-Japan |$141.00 Up $14.00 46,000 ton Handymax

At $145.00 per tonne

55,000 PNW- Japan $72.00 Up $2.00 Handymax at $76.00
55,000 U.S. Gulf - China | $139-140.00 North or South China
25,000 U.S. Gulf- $41.00 3,000 MT daily discharge
Veracruz, México rate
35-40,000 U.S. Gulf- $38.00 Deep draft and 8,000 MT per
Veracruz, México day discharge rate.
25/30,000 U.S. Gulf- $47.00 \West Coast Colombia
East Coast Colombia $63.00-$64.00
30,000 U.S. Gulf — $105.00 6,000 mt daily discharge
Algeria $114.00 3,000 mt daily discharge
55,000 U.S. Gulf -Egypt |$105.00 55,000 -60,000 mt
60-70,000 U.S. Gulf —  |$91.00
Europe
55-60,000 Brazil -China |$143.00
55-60,000 Argentina- $140.00
China
55,000 U.S. Gulf to Iraq |$205.00 -210.00 Umm Qasr*(Incl. War risk )
55,000 PNW to Iraq $160.00- $165.00
25,000 U.S. Gulf to $105.00 One port discharge.
|[Morocco 3,000 MT discharge rate

U.S. Export Inspections for the week:

USDA Grain Inspections for Export Report

Last Week
(000 Bushels) YC % wWC % Sorghum %
Gulf 16,792 51.23% 1,381 | 93.00% 3,090 72.16%
PNW 12,730 38.84% 744 17.38%
Lakes 425 1.30%
Atlantic 0 0.00%
Interior Export Rall 2,831 8.64% 104 7.00% 448 10.46%
Total (mil. Bushels) 32,778 100.00% 1,485 | 100.00% 4,282 100%
Metric Tons 832,608 37,721 108,769 MT
White Corn Shipments:

37,721 mtto Mexico

37,721
Sorghum Shipments:

68,762 mtto Netherlands

18,899 mtto Japan

21,109 mtto Mexico

108,769 Total




Containerized Grain Shipments:

CONTAINER SHIPMENTS of GRAIN

USDA Grain Inspections Report: 12-May-2008
Last Week metric tons MT
YC YSB HRW HRS TOTAL
Taiwan 2,776 2,776
China 0
Hong Kong 0
Indonesia 0
Malaysia 0
Philippines 0
Vietham 1,769 1,769
Singapore 0
Japan 0
So. Korea 686 686
Thailand 0
Jordan 0
Algeria
Australia 0
Sub total 686 4,545 0 5,231
USDA Corrections/Additions to last weeks report:
Chile 6,096
China Main 13,962 13,962
Costa Rica 0
Egypt 0
Germany 0
Hong Kong 330 330
Indonesia 432 15,404 435 16,271
Ireland 0
Japan 686 735 1,421
Malaysia 711 7,321 8,032
Morocco 102
Nigeria 0
Philippines 136 54 190
Singapore 0
South Korea 11,278 1,796 13,074
Sudan 0
Taiwan 20,728 22,616 43,589
Thailand 0
Turkey 0
Venezuela
Vietnam 2,439 4,028 490 7,529
Sub total 36,706 65,998 0 979 104,398
Mt. Grand Total 37,392 70,543 0 979 109,731
Number of containers 1,626 3,067 0 43 4,771




Best Regards,

Jay O'Neil

O" Neil Commodity Consul ting
785-410-2303 (cell)

785-532-2868 (office)

joneil@ksu.edu

*** The information in this market report is derived from sources believed

to be reliable and accurate but can not be guaranteed. All market data

is subject to change with market conditions and Traders opinions.

Please obtain market updates and reconfirm all values with your regular suppliers
before making any trading decisions based on this data.
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