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Abstract

The global consumption of Oils & Fats is has grown rapidly over the past decade due
to rapid economic growth. Large industrialising nations such as China and India have
driven increased food use, which has led to strong price growth averaging 6.5% per
annum over the last decade. More recently, the biofuel and oleochemical industries
have contributed to demand as countries seek to diversify away from dependency on
fossil fuels. Rabobank considers the growth trends in food & fuel consumption and
highlights possible strategies in the Oils & Fats industry which will allow players to
capitalise on strong demand in light of current supply constraints.
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A Global Network of Analysts and
Resources

Susan Hansen (Clean Tech)
* Clean Tech team leader
+ Expert on Biofuels and EU Policy

Veiverne Yuen (Grains & Oilseed
« Covers both Oilseeds and Clean Technolo
« South East Asian food production

Dan Cherubin (all sectors)

« Chief Information Officer Brady Sidwell (Animal Protein
* Agriculture policy team = -FocusS;d on North(East Asia )
«In-depth knowledge on China

Ken Shwedel (Farm Inputs)
=Covers food and grains markets

+Policy developments in Central America S. Venkatraman (Fruits & Veg)

*Works extensively throughout India
*Food Processing expertise

Luke Chandler (Grains & Oilseed
* Grains & Oilseeds team leader
+ Monthly commodity market outlook

Andy Duff (Soft Commodities)
. = Focused on Latin American agriculture

Global Client Network

« Follows developm'ts in Brazil & Argenti

$ Rabobank International

mpany LAND ﬁ LAKES DlA(-?f!EO
"> e 5 Do, 153 mm 0

BUN G E
Agricore

DAJRY ﬂ =t United

CREST (AGCO )

s>  camgin "
" By

Smithfield Foods, Inc.

TATERLYLE e

€ SCRREITER
EEoE e SCHREIBER,

$ Rabobank International

Asian Client Network

ad
oky m Enc. @

AP
W’ A
101 GROUP
Golden Hope

gEN . INDG-FOODS

$ Rabobank International

Overview

What's happening today




Rising Commaodity Prices
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Volatile Short-Term Price Movements
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Falling Food Stockpiles

-50% in 8 years
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Falling Food Stockpiles
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Moderating Crop Yield Growth Lack of New Arable Land
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Short-Term Imbalances

Growing Food Consumption
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Increased Feed Requirements Biofuels?
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Biofuels?
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The Media Machine
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Short-Term Imbalances

IS really inadequate?

Erratic Weather is still Cyclical
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Land is Poorly Managed Better Farm Management is Needed

Why is South America so much more productive than Africa?

2 Sage, EPRI (2008) 2
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Sudden Changes in Policies Distort Markets é

Rabobank
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¥ grains, dairy, sugar
import tariffs

Conclusion
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Agriculture Commodity Price Explosion

O Rapid global population & economic growth

Loose US monetary policy & two Dollar
devaluations

e First oil price shock

e Southern Corn Leaf Blight

e Widespread crop failures

G Major importers intervene
Underinvestment in

agriculture
9 Rising global affluence

Sound familiar?
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Long-Term Price Cycles
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In Conclusion
Business cycles drive demand and supply

Demand responds to high prices by finding cheap substitutes

High prices encourage increased supply through improved farm
management, land expansion and investment in technology

Markets overreact in the short term, then revert to mean levels

Cyclical weather patterns (El Nino, La Nina) influence supply
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So, What Should Businesses Be Doing?
Marketing, Technical Solutions & Services ——7>

(Lxonsolidate upstream
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So, What Should Businesses Be Doing?

Trading }—)
Logistics ]—)
Marketing, Technical Solutions & Services ]—)

@rengthen access to supplies

$ Rabobank International 33

So, What Should Businesses Be Doing?

e downstream

Distribution
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So, What Should Businesses Be Doing?

@upply chain management
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So, What Should Businesses Be Doing?

Primary Downstream .
Farm : - Retail
Processing processing

Marketing, Technical Solutions & Services
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HEDGING PROPERLY IS VITAL

3,700 T

3,200 ~

2,700

2,200

1,700 -

Py

1)

1,200 1 ‘Q
700 +— 1
W ©© W O @@ O O O O « «+ o N N N OO M M < < < IO W W © © © ™~ N~ I~
22828888823228888883338888885556
O W W W O O O O W O O O W O W W W W W W O O O O O O O O O O
8388888888888 8888888¢88%
M~ A O~ A Mo~ Ao~ Ao~ A0~ A0~ Mmoo~ A oo~ A
5 5 5 5 5 3 3 5 5 5

$ Rabobank International

37

THANK YOU!

Food & Agribusiness Research and Advisory

Thomas Bauer

Head, Asia

t: +65 6230 6741

e: thomas.bauer@rabobank.com

Veiverne Yuen

Assistant Manager

t: +65 6230 6755

e: veiverne.yuen@rabobank.com

Wei Siang Chan

Rabobank

lyst
hiaéraéﬁgxﬁfgzjd in this presentation is based on sources which Rabobank considers reliable and .o v Vo
SSUMES i

uarantee for the accuracy, completeness and current validity of the information. Opinions or recommendations reflect the views of the
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