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This is some history, from an old slide
show, just to show the 2008 peak in
rice prices, and the recent past years
(this picture was taken in end of 2011 —
when we presented a conference in
Vietnam (HCM City) — it also shows the
G2G markets, weather impact and
some of the concerns of the past.
Notably, we can say that there has
never been 2 similar years in rice — each
one is different, always some surprises.
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POST 2008 RICE MARKET

= Fresh policies in place for food security

* Rising rice production across several markets in
LHE}

* Thailand - India rice/food policy domination of
market sentiment

* Production, consumption, and yield growth
* Outlook for markets — the key drivers
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Is rice a commodity?

+ Of estimated 34-36 MMT of world trade
+  6MMT parboiled rice ($440-600 PMT)
+ 4 MMT basmati ($700-1600 PMT)
+ 3 MMT Hom Mali and Jasmine Rice ($500-1170 PMT)
+ 2.5 MMT Japonica trades
+ 2 TMT white brokens ($330-50 PMT)
= 1TMT of fragrant brokens ($570-80 PMT)
+ 500 TMT glutinous rice ($900 PMT)
-+ And break the rest (14-16 MMT) into 1008, WR 5%, WR 10%,
WR 15%, WR 25%, even WR
+  Example, Iraq buys 1.2 MMT W
MMT in 2010/11 of WR 5%, WR
mostly WR 15%; Malaysia maost|
buys mostly basmati rice; Japan buys )
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World Rice Production and Consumption (TMT)
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This is what we will look at, broadly,
swiftly, and with focus on key points
and issues that must be understood for
predictions to materialize

The post 2008 Era has seen both
consumption and production rise, with
some of the production gains actually
looking impressive relative to the 2008-
2010 period when output actually
slumped. And one can also say the
2008 peak was the result of the pre
2006 period where consumption was
higher the production and global stocks
also at lower levels each year. The 2008
peak probably heralded a very strong
reaction from governments, research
and even philanthropists like the Bill
and Melinda Gates Foundation to open
their eyes to the delicate balance seen
in food demand and supply and the
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needs to feed the more than 7 billion
population that resides on planet earth

We wanted to focus on imports, an
important element in the world trade,
which we calculate at 36.5 MMT in
2012 and expected to be a reduced
33.6 MMT in 2013. The focus — Asia,
Africa and to some degree some of the
key Middle East Markets for rice, like
Iran, Iraq, Saudi Arabia and the
important transshipment point in UAE

Indian price rises in 2013 — higher
Minimum Support Price (MSP) and
Stronger Rupee (but Rupee is also
volatile and price volatility comes
mainly from exchange rate moves)
China demand is a vital force since 2012
—2.66 MMT long grain and 2.66 MMT
medium/short grain allocations and
rising local price (MSP raised each year
to promote rice production)

Philippines is a wild card — so far 2013 —
187 TMT NFA imports allowed, pls 163
TMT of tariff quota — 98 TMT Thai, 25
TMT Aust, 25 TMT India, 25 TMT China
Nigerian imports expected to slow after
record 2012 imports, mostly due to
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import tariff rises in July (50%) and Jan
2013 (110 TMT), but we also see more
cargo moved to Benin and Cameroon
Thailand pressure from stocks — space,
funds and rising cost of bonds if the
scheme loses finance market
confidence, 500 TMT release in April
planned, up to 2 MMT expected, but
will this solve the problem? Probably
not.

African buying was a record in 2012 -
so 2013 sees Africa start with high
inventory, lower price at destination
markets and less pressure to replace
stocks or import more — this is being
felt by markets today

Asian buying — Bangladesh (not much
now w India back), Indonesia (maybe —
2014 elections year, but so far, no
pressure to buy), Philippines (wild card
as mentioned), and China — the big
buyer and hope for markets

This is a snapshot of African imports.
What should you remember —
inventories are up, but it is also
important to note that inventory
growth came mostly in Egypt (higher
production) and Nigeria (tax, import
tariff rises, from 50% in July to 110 % in
Jan 2013).

But we also have issues faced in lvory
Coast, Senegal and even some
challenges in high value Africa markets
like Cameroon and Guinea.

The positive — Africa is buying more
high grades and growing in
sophistication — Vietnam has sold an
unprecedented level of fragrant rice,
frag brokens and even succeeded in
some markets with parboiled rice.
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Beginning Stock at Key African Destinations since
2005 (TMT)
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China Imports since 2011 (MT)
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To emphasis the point on high
inventories in African countries — has
led to cautious buying

Some facts to help us understand the
current situation:

Import allocation for long grain is at
2.66 MMT and another 2.66 MMT has
been allocated for short or medium
grain. Allocations, however, do not
mean a commitment to import. They
are mere “allocations.” In the past
years, these allocations meant almost
nothing. But, last year, China emerged
as an important buyer (world’s second-
largest rice importer after Nigeria)
Minimum support prices (MSP)
increased. The MSP for rice in China
rose, and it is currently at Chinese yuan
(CNY) 2.64/kg, up from CNY 2.50/kg or



approximately $424 PMT. Late indica is
priced at CNY 2.70/kg (5434 PMT),
while japonica varieties are at CNY 3/kg
(5482 PMT) for harvests in 2013. This is
the sixth consecutive annual increase
made on the MSP—and this supports
the view that food security is at the top
of China’s agenda. These prices are not
too far from Thailand’s support price,
but there is one difference: China
consumes all the rice it produces (in
2013, it is expected to produce 143
MMT of milled rice and consume 144
MMT), while Thailand essentially grows
twice its consumption (and this is a
fraction compared to China, which is
the world'’s largest rice producer and
consumer). Hence, Thailand relies on
exports, while China is perennially
concerned about food security.
Chinese local rice prices, as of Mar 15,
stood at an average of:

CNY 2,728 PMT for indica paddy ($438
PMT)

CNY 3,790 PMT for early milled long
grain rice (5609 PMT)

CNY 3,944 PMT for late milled long
grain rice (5634 PMT)

CNY 4,275 PMT for milled medium to
short grain rice (5687 PMT)
Attractiveness of imported rice: Viet
WR 5% is at $405 PMT and Pak WR 5%
is at $440 PMT

Wheat, corn, and soybean prices have
softened in 2013. This could result in
less rice imports from China—but we
feel that it is unlikely for softer wheat,
corn, and soybean prices to affect rice
imports. Domestic issues and political
decisions, however, could affect
Chinese buying, especially if imports
threaten to reduce the local farmers’
incomes. For the moment, there are
some complaints; but, given the higher
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Philippines Rice Stocks (TMT)
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Philippines Imports by Source and by Year
(T™MT)
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MSP, there have been fewer protests
against imported rice.

The Philippines wild card — can we read
from stock numbers — clear that NFA
stocks are falling, while commercial and
household stock look steady — it gives
the impression that the Philippines,
while focusing on growing local
production, has also decided to
maintain a lower stock level, unlike the
recent past when the Philippines was
seen as the largest buyer of rice in the
world (in 2010)

This compared 2010 levels to today. But
we are also concerned about grey
market activities and some talk of
undocumented imports, and there is a
gap when we look at Viet export levels
to China, at nearlt 1.9 MMT, and
Chinese customs documents that
suggest than only 1.3 MMT was
imported from Vietham — where did
the 300 TMT go? Many suggest it is
Philippines and Malaysia (even an
occasional Indonesia is heard) — fact it,
it is not clear, but we can see it on
statistics.
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Key import markets that drive the
global trade. Asia and Africa are key,
together with several ME markets

Exchange rates are a important feature
these days....as an example...

After reporting about the “calm”
markets in the previous section, we
now take a look at yet another
eurozone concern: this time, it comes
from Cyprus. We can write paragraphs
about Portugal, Ireland, Greece, and
Spain for those who already forgot, and
add Cyprus to the growing list of
countries that seem unable to manage
their budgets and government
spending. The main point is, with each
day’s news, currency markets have
been moving, and just when analysts
started to point at levels above 1.30
dollars to toe the euro (some even
suggested a peak at 1.37), we see the
euro collapse again, to a low of 1.28 on
Mar 27. What does this mean? It really
means that rice traders need to also
brush up on currency markets and
hedging to protect their purchases and
sales. It also means that a number of
African nations, whose currencies are
fixed against the euro (e.g. West African
Franc), suddenly face a higher
procurement cost and, to some degree,
a reduced purchasing power. This could
also make stocks look relatively
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Weather is a bigger concern

*  Weather is a bigger concern

* Indian monsoon

* Floods (now Droughts) in Thailand

* Drought in China, US (Texas)

* Typhoon in the Philippines, hurricanes in US

* Even the drought (as seen in U.S., Russia, Ukraine,
and Australia impacts rice demand through the
global food SND) - this time by supply availability
and lower corn, soy and wheat prices

*  More surprises ahead?
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Global rice stocks - India and China dominate
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attractive (depending on when the
stocks were bought).

A price of $400 PMT for rice on Feb 3
was worth €292 PMT, while on Mar 27,
the same price was worth €313 PMT.
This reveals a significant difference of
€20.5 PMT ($26 PMT).

Similarly the Indian rice prices are often
determined by the volatility and rate of
the rupee.



Slide 18

Slide 19

£

Domestic prices in Asia
(estimated prices at selected markets)

« Indonesia IR64-1 (medium grade) is Rp. 8300-8400/Kg (just
under $1000 PMT)

Philippines — well milled rice - Peso 33-34/Kg (just under
$800 PMT)

+  Chinese long grain average price (ex-warehouse - Yuan
3600 PMT or $620 PMT)

+  Bangladesh 29 Taka/Kg or $355 PMT

+  Afghanistan = AFN 36-38/Kg or $746 PMT

+India — INR 28/Kg or $480 PMT [WR 5% FOB is $445 PMT)
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Source ~ IRR, from Dr Sam Mohanty’s presentation in March 2013
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It is perhaps the biggest challenge for
the industry when you look at
production costs, and the income of
farmers. Costs are rising each year with
three major elements — land, labour
and energy (which is also related to
fertilizer costs)...and with prices
relatively falling in the last two years
since India returned, this is a challenge
for governments (who promote food
security). But the current “oversupply”
in global markets can also be perceived
to be good in making more food
available at an affordable price....so
how can we earn more, give more to
farmers and the supply chain in
support, while keeping food affordable
— especially in a world where some 30-
35% of the global population live below
the poverty....on the flip side, demand
will also change as we add millions of
new households to the middle class. |
don’t have the answer, but each year,
when prices fall...its too low, and when
they rise it is too expensive....and it
seems nobody actually knows what the
correct price is — so should we just let
market mechanism rule? | don’t think
too many governments can afford to do
that — they may not rule for long.
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Demand 1 g and so is

+ More emphasis on Asian demand — Asia is the price
“maker,” while Africa has become the price “taker”
Chinese demand is the current flavour
Philippine tender for 163 TMT (and NFA 187 TMT
— done at 449.75 PMT for WR 25% Viet origin)
Bulog and the Indonesian impact are not clear,
but Rp.6600/Kg procurement price vs. Rp.
8300/Kg market price is a concern — 2013
procurement price is not yet set
Africa may have to accept taking on an almost
“residual” market price taker, but looks well
stocked
V. Subramanian Email: subra@thericetrader.com
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0, this could
ge.

2010 levels = Proj gains by 2020
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Households with real PPP Incomes greater than $20,000 (in millions)
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Imagine if Indonesia and the
Philippines...maybe even China adopted
a free trade approach to rice? Just an
idea, some food for thought.
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Demand is changing and so is risk
The global economy and currency markets
= Eurozone and impact on Euro and purchasing
power of West Africa (CFFA)
US economy and the dollar; falling dollal
commodity prices
Counterparty risk; wash outs, MF GLOBAL = do
contracts matter?
5 Rice trading desks closed between end 2012 and
early 2013

rising
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« Plans to cover nearly 709
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India’s National Food Security Bill

% of the Indian population
Estimated to be 46% of the rural population and a
28% urban group

Subsidies vary, but up to 65-70 MMT of rice may
need to be procures (currently 40 MMT being
bought)

7 kg of grains per month per person (rice and wheat
primarily)

Analysts expect Indian rice exports in 2013 to drop
to 7 MMT, but we feel that the bill is one to impact
2014, and the question then is about the efficiency
of the PDS system

Email: subra@thericetrader.com
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Thailand’s rice-pledging schem
Facing challenges as stocks by the end of the year could
be at 18 MMT
Financial challenges - 2013/14 scheme aims for 7 MMT,
down from 9 MMT
18 Varieties not qualify - mostly short growth period

varieties, popular after pledging scheme so more
plantings possible per year (7 every 2 years)

500 TMT to be released in April, many expect that up to
2 MMT needs to be released, and this will s not leave
any major impact on the challenges of maintaining
scheme

This is a big event potentially in the market — a huge
supply phenomenon
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Is rice a commodity?

Of estimated 34-36 MMT of world trade
& MMT parbailed rice ($440-600 PMT)
4 MMT basmati ($700-1600 PMT)
3 MMT Hom Mali and Jasmine Rice ($500-1170 PMT)
2.5 MMT Japonica trades
2 TMT white brokens ($330-50 PMT)
1 TMT of fragrant brokens ($570-80 PMT)
500 TMT glutinous rice ($900 PMT)
And break the rest (14-16 MMT) into 1008, WR 5%, WR 10%,
WR 15%, WR 25%, even WR 35% - Dominated by Africa
Example, Irag buys 1.2 MMT WR 3%; Indonesia bought 3.1
MMT in 2010/11 of WR 5%, WR 10 %
mostly WR 15%; Malaysia mostly Wi
buys mostly basmati rice; Japan buys Japonica and 1008
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Today’s price

Indian WR 5% - 445

Pak WR 5% - 435

Viet WR 5% - 390

Thai WR 5% - 525

USA #2/5% - 615

Brazil/S America — 615-20
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