GLOBAL DEVELOPMENT

Accelerating Growth in World Total
Grain Consumption
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* Includes distillers dried grains with solubles (DDGS) Source: USDA, PIRA, PotashCorp

OVERVIEW

Majority of World’s Grain
Used for Food

Global grain consumption has increased by
an average 30 million tonnes per year for
the past 10 years. Given the global factors
driving this growth, the trend is not likely
to reverse.

Although the amount of grain dedicated
to biofuel production has increased in
recent years, the vast majority of grain —
nearly 95 percent of this year’s harvest

— will be allocated to food-related uses.
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OVERVIEW

Grain Consumption Continues
to Exceed Production

Consumption of wheat and coarse grains

is rising at nearly double its historical rate.
Despite record grain production in 2007/08,
production and consumption were equal.
Even with record grain production in
2008/09, production and consumption are
once again forecast to be equal. This trend
has brought grain inventories to dangerously
low levels.
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OVERVIEW Low Crop Yields in Developing World

Developing World Can Improve
Crop Yields Substantially

Yields for major crops remain low in the Kg/Ha*

developing markets of India, China and Brazil.
China’s corn yields are roughly half of those
in the US, while its soybean yields are at 8,000
60 percent. These are crops essential for
feeding livestock for the pork, beef and
poultry industries. Rice yields in India — where
it is a staple crop — are half of US levels,
while its corn and soybean yields are even 4,000
lower. Brazil's soybean yields are closer to
those in the US, thanks largely to a focus on
this key crop and an excellent climate.
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OVERVIEW World Cumulative Total Grain Production per Decade
Steep Rise in Grain Production
Required to Meet UN Goal
Billion Tonnes

To meet United Nations recommendations
for food production, a total of nearly

60 billion tonnes of grain will be needed
by 2030 — 44 percent more than in the
previous 22-year period.

This will require annual grain production
growth of around 45 million tonnes, up from
a historical growth rate of 20-30 million
tonnes. Given the multi-year pattern of
production shortfalls and the need to restock
inventories, we believe that such growth will
be possible only if major investments are made
in proper fertility practices, infrastructure
and research.
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China Soybean Production, Consumption and Imports
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OVERVIEW

China: Major Importer of Soybeans

China drives the world soybean market,
with a significant annual consumption growth
rate of about 12 percent over the past

10 years. This growth is mostly attributable
to increased demand for edible cooking

oils and animal feed.

China supplies its soybean consumption
growth primarily with imports, as demand
for arable land to grow more critical domestic
crops such as rice, fruit and vegetables,
together with urban development and

low soybean yields, limits the country’s
soybean production.
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OVERVIEW

Less Water Inhibits China’s
Agriculture Capacity

A critical constraint on crop production
in developing regions is declining water
availability. Between 1980 and 2000, much
of the water once allocated in China for
agricultural use was diverted for use in
industrial infrastructure and urban centers.

With less water available, China’s ability to
raise crop production is limited. This further
pressures other countries to fill China’s rising
grain needs. It also increases China’s reliance
on potash, which helps crops retain water.
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OVERVIEW

Food Grain Production Deficit
Possible for India

India — home to more than 1.1 billion people
—is a major producer of rice, wheat and
sorghum. It is mostly self-sufficient in grain
production but has begun drawing heavily
on its grain reserves, especially wheat.

In recent years, India’s food grain production
has fallen below its historic trend line
primarily because the country’s farmers have
not improved agricultural and fertilization
practices to meet the demands of its
population. If this continues, the Indian
government believes a deficit of 5-8 million
tonnes is possible by 2012, with 16 million
tonnes possible by 2020. Realizing it must
raise yields to keep food inflation — and its
social consequences —in check, India is buying
more fertilizer to meet the demand of the
country’s more than 800 million farmers, and
is subsidizing their fertilizer purchases.

India’s Total Grain Production Falling
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Source: India’s Ministry of Agriculture, USDA

OVERVIEW

Neglected Infrastructure Hampers
FSU Grain Production

Although the FSU is a region with tremendous
grain production potential, the instability

of its current investment climate inhibits the
capital spending necessary to bring previously
neglected infrastructure — roads, rail and
storage systems and port facilities — back to
serviceable condition.

FSU demand for fertilizers is expected to
grow by 10 percent per year over at least the
next five years, all of which can be provided
by local producers. This will divert fertilizer
supply away from offshore markets, providing
further growth opportunities in those markets
for other global producers.

Former Soviet Union Total Grain Harvested Area

Million Hectares

1980 1990 2000 2010F

Source: USDA, Doane’s





