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Agenda

Presentation Name / Month 2018

• Macro Economic Outlook

• Global acreage, yield, and production  trends

• Global consumption trends

• Long-term price outlook for basic ag commodities

• Policy highlights (focus on trade)

• Overview of technology trends
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Macro Economic Outlook
• Stability or global recession?
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Future macroeconomic trends and risks

• With soft global demand growth, commodity prices are restrained, and so is overall inflation. 

• Near-term monetary policies will remain accommodative, but the already low interest rates and 
sizable fiscal deficits in many countries leave little scope for policy stimulus in the next recession. 

• The US dollar should appreciate moderately in the near term, based on favorable rates of return 
and risk aversion. 

• Vulnerability to shocks rises as economic growth diminishes.

• Downside risks include escalating US-China tensions, new trade conflicts, war in the Middle East, 
a hard Brexit, and rising debt levels. 
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Real GDP growth in major economies is slowing nearly 
everywhere
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Real GDP
Percent change 2017 2018 2019 2020 2021
World 3.4 3.2 2.7 2.6 2.6
United States 2.4 2.9 2.3 2.1 1.9
Canada 3.0 1.9 1.4 1.3 1.6
Eurozone 2.7 1.9 1.1 0.8 1.0
United Kingdom 1.8 1.4 1.0 0.5 0.9
China 6.7 6.6 6.2 5.7 5.6
Japan 1.9 0.8 1.1 0.3 0.6
India* 7.1 6.8 6.1 6.4 6.9
Brazil 1.1 1.1 0.8 1.3 1.5
Russia 1.7 2.2 1.3 1.7 1.8

* Fiscal years starting 1 April
Source: IHS Markit © 2019 IHS Markit
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Dated Brent now expected to average 66.3 US$/bl in 2019, 
and 65 US$/bl in 2020
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Global acreage, yield and production trends and 
highlights
• Where are we growing, shrinking, why?
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Trend yields will continue to increase driven by 
technology
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Technology 
transfers can 
close yield gaps
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Wheat yields, world and Africa

© 2018 IHS MarkitSource: IHS Markit
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There is a “technology gap” in agriculture in regions 
such as Africa.  Can gap be filled and yields increase 
beyond trend?
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The Black Sea region is an example of how new sources 
of grain and oilseed supplies have come onto the market

Black Sea exports of grains and oilseeds

© 2018 IHS MarkitSource: IHS Markit
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Diversity of corn exporters adds increased options for 
importers; better yields and favorable cost of 
production
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Soybean production increases in Brazil have matched 
import increases in China
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Brazil soybean production

© 2018 IHS MarkitSource: IHS Markit

China soybean imports

© 2018 IHS MarkitSource: IHS Markit
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Global consumption trends
• Where are we growing?
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World grain/oilseed production and consumption 

© 2018 IHS MarkitSource: IHS Markit

Over the long-term, supply matches demand.  It is the 
short term that creates price movement

2010 to  current 
a period of 
oversupply

Stocks declining

Stocks 
building
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Near term disease and economic issues will interrupt 
the strong increase in meat consumption since 2000
Global meat consumption

© 2018 IHS MarkitSource: IHS Markit
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African Swine Fever production losses in China are greater than the 
pork production of the US and Brazil combined
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ASF losses in China relative to country region production

© 2018 IHS MarkitSource: IHS Markit
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Chinese meat consumption, especially pork, is declining 
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China, per capital protein disappearance, kg

© 2018 IHS MarkitSource: IHS Markit

• While ASF can’t transmit 
to humans, consumers 
are wary

• Supply is out of balance 
with demand, trade war 
does not help

• Decline in pork production 
is likely consistent with 
gov’t of China’s desire to 
shift consumption to 
“healthier” proteins (fish, 
plant based)
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Long-term price outlook for basic agriculture 
commodities (corn, soybeans, wheat)
• When will we emerge from the current low price environment?
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World corn supply, demand, carryout

© 2018 IHS MarkitSource: IHS Markit

Record global corn usage but despite significantly lower 
production, carryout stock levels are still high



Confidential. © 2019 IHS MarkitTM. All Rights Reserved.
Information Classification: General

20

Are we entering an era of agricultural commodity prices 
that looks like the 1990’s?

World corn stock/use ratio

© 2018 IHS MarkitSource: IHS Markit
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Prices have found a bottom, but supplies are still 
weighing on prices
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Grain and oilseed prices, US

© 2018 IHS MarkitSource: IHS Markit
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• We have likely found a cyclical 
bottom, but supplies, trade 
issues and ASF will mute price 
increase

• Remember, this is agriculture 
and weather is always a factor

• Beyond 2024 technologies 
such as gene editing, digital 
farming and shifting consumer 
trends will be a facotr
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In the US, we expect significant recovery in planted 
acres of corn and soybeans
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The bad news, at trend yields the recovery in acreage 
will lead to yet more supply and likely price pressure
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Policy highlights (focus on trade)
• It’s a new world, where do we go from here?
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•

The trade war has known several “tit for tat” episodes -
more could come
Timeline of Trade Dispute and U.S. Trade Balance with China ($bn)

© 2019 IHS Markit
Notes: Underlying data seasonally adjusted using the Census X13 method
Source: IHS Markit, U.S. Census; Peterson Institute on International Economics
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25% tariff on 
Tranche 1 
($34bn)

July 6, 2018

10% tariff on 
Tranche 3
($200bn)

Sept 24, 2018

25% tariff on 
Tranche 2
($16bn)

Aug 23, 2018

Tranche 3 tariff 
increased from 10 

to 25%
May 10, 2019

10% tariff on 
remaining 
products

Aug 1, 2019

Matching tariffs 
on Tranche 1

Split final increase 
to Sep and Dec
Aug 13, 2019

Matching tariffs 
on Tranche 2

$60bn in tariffs 
on Tranche 3

Increases rate 
on Tranche 3
June 1, 2019

Announces 
increased tariffs 

on $75bn

Phase I 
Agreement?
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Chinese soybean imports by origin

© 2018 IHS MarkitSource: IHS Markit

The US-China trade dispute has massively changed 
global trading patterns
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Technology trends overview
• How will technology drive future yield growth?
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Technology has been the factor that has driven most of 
the production increases, not increases in land

Fertilizers

Hybrid seed

Crop protection

GMO seed

Precision ag

????
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Topics that the agribusiness sees as critical 

© 2018 IHS MarkitSource: IHS Markit

Along with typical market concerns, agribusiness 
community sees technology changes as a major driver 
and both an opportunity and a threat

Major issues in tech 
space clients see as 
important:
• Biopesticides
• Precision ag
• Sustainability
• Blockchain
• Alternative proteins and 

substitute meats
• Electric vehicles
• Gene editing
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Key issues around gene editing
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• It has significant advantages compared with Traditional GMO
• Easier but more precise
• Cheaper, faster than GMOs
• 10% of cost of GMO and less than half the time
• Potential for less regulation
• The impact may not as big and as fast as we think
• Global regulatory landscape is hard to predict
• Core patents may not be concentrated within seed industry players
• Start-ups supplying novel traits can become an active player
• Diverse products + IP may demand omnibus supply chain
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Two critical elements are necessary to make digital 
farming work
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• Smart machines: 
machines must be able to 
receive, send, generate 
(via sensors) and process 
data through the DF 
network

• Connected machines: 
communication and inter-
face standards must 
permit seamless data 
exchange between 
machines, with business 
partners and among data 
portals

Example of a digital farm network

© 2018 IHS MarkitSource: IHS Markit
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