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GLOBAL FooD PRICES AT RECORD HIGH

Food Price Indices

January 2011
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Commodity

Neutral

A COMMODITY BULL MARKET

Bullish Rationale
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Bearish

« Global inventories contracting. with demand reaching an
ali-time high in 3Q10.

Spare capacity to decline, falling to 2007/08 levels by 2012.
+  Tightest US inventories since 1995/96.

+ Dreought concems in South America

+  SUff competition for US acreage in 2011,

« Strong demand from Chinese crushers.
« Drought concams in South Amenca,
« Record US exports forecast for 2010011

« Fears of currency debasement fuelling demand,
'+ EU sovereign debt issues driving sale-haven demand,
« Declining official sector sales tightening market,

«  Strong OECD consumplicn growth and resilient demand in
China driving tightness in physical markets,
« Downgrades to mine production by major producers.

+ Chinese supply disruptions driving demand for US and Indan
exports

+ DM textile demand improving.

«+ Comparatively full US balance.

'« FSU, Australian supply disruptions forcing more customers to

the US.

« Demand recovery has returned the market to balance,

)« Lalerite projects likely struggle to meet ramp-up timetables,
keeping markets tight

«  Early end to Brazilian crush leaves inter-harvest balances
tight.

« Indian production and export outiook unclear

«  Modes! retail demand growth prospects in 2011

+  Building cold storage and reduced sow siaught per cur
bullishness through first half of next year.

« Market fikely to be in surplus until 2012, with strong demand
not eliminating effects of excass capacity.

+ Physically backed ETFs likely in 2011.

«  Expected d d slowdown in live cattle and higher gramn
prices are challenges.

« Herd reductions through 2010 have continued to para supply,
mitigating bearishness.

« Chinese mine and smelter capacity has responded quickly to
improved demand from galvanized steel

« Stock-to-consumption ratio has nsen in 2010.

+ High inventory in North America.

= Dnilling remains elevated despite record production.

« Substantial overhang of well inventory.

-+ Heavler live weights and higher slaughter rates in the fall

) boosting inventories.

+ Higher feedlot placements suggest greater supply.
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21,500 and above
48%

Below 31,400 3100 and above Below 390
35% - 36%

= Inthe $1,400s : In the: $80s
17% 43%

2011 consensus $1,431 = 2011 consensus $95
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