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1. Long-term developments 3. Baltic region overview

»  Stock/use ratio *  Export surplus

»  Trends in major export and import regions «  Export destinations and implications
«  Consumption trends *  What moved the premiums?

*  Weather patterns and their impact on the market *  New crop outlook

2. Recent global market movers
4. Putting it all together

Regional weather impacts
African swine fever
US/China trade war
Oil-Iran-Russian ruble

Baltic & Black sea more directly tied
Volatility is here to stay
Importance of risk management in the face of uncertainty
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Philippines
Turkey
Bangladesh
Algeria
Indonesia
Brazil
Egypt

Value

11,5% protein

13,5% protein
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Brazil
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China
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OECD FORECASED POPULATION GROWTH

World Family = 700m more cousins in 10 years!

United States, | Egypt, 50% of the new cousins will live in Africa
Pakistan, 29,142,172 22,462,000 22,098,437

The rest of them somewhere in Asia

Democratic Bangladesh, Brazil, Currently most of their families derive
Republic of 14,460,657 | 13,435,019 12,174,524

the Congo, . . .

19,621,872 . income from selling us oil or natural resources
Vietna...
St Africa: mostly 12,5% protein wheat !

Alge...
5,

Indonesia,
18,123,220

India, 134,649,925

Tanzania,
17,517,307
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Donald J. Trump ¥ m
realDonaldTrump

The concept of global warming was created
by and for the Chinese in order to make
U.S. manufacturing non-competitive.

sag3 1465¢ DHNEBMPHEE @

2:15 PM - 6 Nov 2012
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Yearly surface temperature compared to average (1850-2018)

difference from average temperature
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ARCTIC IS WARMING TWICE AS FAST AS THE GLOBAL AVERAGE
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The concept of global warming was created
by and for the Chinese in order to make
U.S. manufacturing non-competitive.
g1 1eese DADADEE @

5PM - 6 Nov 2012

Since 1988 every next year has been one of top 10 warmest on the

record. (except 2011)
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Global land use for food production  |gtEs

71% Ocean
361 Million km?

Earth’s surface

o . 10% Glaciers |19% Barren land
Land surface % ':'3?,,',&?;3!2 land oM 28 Million km?
el [ Tk e ceos e

37% Forests 11% Shrub
39 Million km?

Habitable land

Ald

1% Urban and built-up land 1% Freshwater
This includes settiements and nfrastructure  Lakes and rivers
1.5m km? 1.5m kmy

Agricultural lan

Most likely to become the political focus!

SRy _

Not likely a problem for Baltic farmers

Global protein supply

Data source: UN Food a 0a FAO
OurWorldinData.org - R rch and data to make pro; sainst the world's largest problem: Li ed under C(
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Land use per gram of protein, by food type

Average land use area needed to produce one unit of protein by food type, measured in metres squared (m?) per
gram of protein over a crop's annual cycle or the average animal's lifetime. Average values are based on a
meta-analysis of studies across 742 agricultural systems and over 90 unique foods.

Pork - 0.13 m?
Fresh Produce - 0.1 m?
Poultry - 0.08 m?

Eggs - 0.05 m? Great source of protein, not so great source of profit...

Data

Dairy . 0.04 m? Baltic origin mostly used for feed anyway

Wheat . 0.04 m?
Rice l 0.02 m?

We can’t change the growing patterns before consumption changes!

Otherwise - > Low prices due to oversupply!

Maize | 0.01 m?
Pulses §§ 0.01 m?
0 m? 0.2 m? 0.4 m? 0.6 m? 0.8 m? 1m?
Source: Environmental footprint by food type (protein) - Clark & Tilman (2017) OurWorldInData.org/yields-and-land-use-in-agriculture/ - CC BY

America's corn belt farmers face EUROPE
Extreme Maximum Temperature (C)
uncertainty after rain ... and more rain July 25, 2019
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lllinois, USA Corn Planting Progress
(1979 - 2019; percent planted)

Generally crops still look good in key regions
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African swine fever in China more severe
than previously thought: ADM CFO

Immediate sky-rockets meat import demand
Neighboring region feed grain demand increased
Caused disruption of usual supply routes

Longer term repercussions remain! (lower feed demand)
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China Economy
Trump’s USS50 billion China farm deal ‘not possible’ after
trade war market shift

+ US President has repeatedly called for China to buy USS$50 billion of American farm goods, which is
more than double the US$24 billion record in 2012

« African swine fever has killed demand for biggest US export, soybeans, while other countries have
supplanted America in agricultural supply chain

s _; Finbarr Bermingham
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“The deal”

China's possible path to $40 Bin in annual Phase 1 U.S. farm product purchases
U.S. annual farm product exports to
China, plus Phase 1 commitments

sooce® .S, seasonal farm product exports to China

(Select years)
2014-2016 Ave
2017 (Phase 1 baseline)
—2018
——Jan-Nov 2019
4,000,000,000 —x—Phase 1 2020 deal (2017 base plus $12.5 BIn)
—=—Phase 1 2021 deal (2017 base plus 19.5 Bin)
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Source: U.S. Dept of Agriculture, Reuters News Note: Phase 1 2020 deal: 2017 baseline plus $12.5 Bln;
Note: Farm products include all agriculture goods plus related products such as ethanol , fish and forest products Phase 12021 deal: 2017 baseline plus $19.5 Bn

Last crop seasons headlines

Iran’s regional relations

Allies Full diplomatic Strained or no
L oo dplomaticreatons Recent events in the middle east has sent The Oil price higher
ool N Although | d ly about 2% of the global Oil suppl
e o i ough Iran produces only about 2% of the global Oil supply -
JORDAN
KUWAIT Strait of Hormuz is used to ship about 22% of the world supply

O ppeine BAHRAINS, ’/W\\
B alui'ffi'”j,/ﬁhomﬂ\ ) Also Russian Ruble was sent higher due to it's correlation with oil

. RO e\

SALDIARAEA oo Coincidentally FOB Black sea wheat values creeped higher (also from lower overall supply)
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/ Iran's
/ © British tanker territorial

/ seized (July 10th)  waters |
[American drone shot 2=—e \
| down (June 20th) S |
| Two tankers sabotaged
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Wheat export surplus
Baltic countries

Exportable surplus

2009 2010 2011
M penmark M Sweden

2006 2007 2008

Germany M Poland

2013 2014 2015

Finland M Lithuania

M Latvia

2016 2017 2018

Estonia
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Freight rate EUR/t to Jeddah from key ports
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Wheat Harvest

Baltic States

The Baltics harvested the 3 best crop on record
— 7.1 Mmt giving an exportable surplus of 4.8 Mmt

The Baltic States have seen a strong demand for
wheat due to escalating prices in the Black Sea
and have answered to that demand

Overall a very rapid export pace compared to last
3 years!

copmer.com

What moved the
premiums?

e China in the market for LT wheat

« African destinations replacing
Canadian hard wheat

« Smaller volume commodities
shadowed by firm freight market

+ Spread[14%p-12,5%p] = max 3EUR

* 12,5%p premium rose by 12 EUR
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Production Lithuania M Production Latvia M Production Estonia

SurplusLithuania B SurplusLatvia W SurplusEstonia

- - @ surplus Baltic States (860
EU Wheat Export Baltic Countries

2,717,940
2,536,520

Week

FOB Klaipeda
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» Generally favorable weather with
high winter planting areas

* Relatively high MATIF
+ S&D estimates look quite heavy

* Pulses have small but positive driver
— popularity of plant-based protein!
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Black Sea and Baltic Sea
Competition
+ Saudi Arabia opening to Russian
wheat has improved the correlation for
12.5% significantly

Faced with heavy Barley surplus —
Russian FOB prices have fallen and
outcompete us

Russian origin milling wheat has
become generally more accepted and
even further drives the correlation
tighter!

» VTB — nationalization of grain industry.
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Warmer weather causes more
divergence from “normal” growing
patterns

At the same time — more land is
developed, and warmer weather will
change yield patterns

ASF reduces feed demand in one place
but skyrockets it in another — the market
works

Trade-war creates short-term shocks
and nice first page news, but the market
returns to equilibrium dictated by the
supply and demand!

Generally well accepted and prudent practice in the face of uncertainty: split the risk!
When you buy crop inputs (Seeds, fertilizer etc.)
When finish seeding
After winter kill risk is over %
When harvest is done

When it is time to clean the bins for new crop

The Baltic farmer has a luxurious low-cost way for doingq it!

COPENHAGEN MERCHANTS
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M Figure 6. Average Gross Revenue and Cost for Wheat (S per ton)
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* Russian farmers still sell mostly at
harvest: zero diversification before crop!

In more competitive environment — EU
farmers have learned to diversify over
time to escape harvest pressure — even

banks often require pre-crop sales!

| #’ Statistically speaking - by limiting the
selling period — on average this year they
lose out on roughly 8 EUR/t

£
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Thank you!
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