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Total World Food Stocks are at all time lows

Å World populations continue to rise

ï Demand for food increasing, led by emerging economies in China, India and North Africa

Å Commodities ïare they peaking or in the early stages of a bull run?

ï Historically, crude oil and petroleum markets have been characterized by 30 year cycles; 
10 investment, followed by 20 years of consumption

ï Cycles start with a demand growth, real or forecasted, which ends in oversupply

ï Right now, the oversupply scenario has not been reached 

Global Stocks to Consumption Ratio
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Results of Low Food Stocks

Å Rice supplies said to be scarce, coupled with 

overwhelming demand

ï Major exporters have shut off their exports to 

ensure enough domestic supplies, including 

Thailand, Vietnam, Pakistan, and Indonesia

Å Argentina - cut off wheat exports earlier this year due to 

supply concerns

Å Civil Unrest

ï Protests in India

ï Egyptian riots (rationing bread)

ï Problems in Haiti

ï Argentine farmers strike

ï While people in richer countries have noticed 

higher supermarket prices the effect is far more 

pronounced in developing countries where 50-

60% of income goes to food compared with just 

10-20% in the developed world
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Countries are now calling for coordinated 

responses to world food crisis
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Commodities ïGame On

$140 billion in new investment money for 2008

Å Commodities remain strong
ï Financial investors continue to move money into 

commodities 
ï A weak US dollar and inflation play by financial 

investors

Å Goldman Sachs Commodities Index 
ï Assets of $80 to $85 billion in 2007 
ï Forecast to grow by more than 20 percent in 2008 

Å Commodity firms continue to make money
ï Deutsche bank announced it would expand its 

commodity trading staff by 25 percent in January

Å Calpers  - largest US pension fund
ï Announced in February it would boost commodity 

investments through 2010
ï It, too, was hiring more staff for 2008

Å Index Funds now hold over $40 billion worth of ñsafe 
havenò corn, beans, wheat, and soyoil CBOT futures

Å Commodity Futures Trading Commission initiatives 
announced in early June
ï Will not increase speculative limits
ï Signaled an end to hedge exemptions for index 

funds
ï Will develop rules to improve transparency of 

passive investments in energy and ag markets
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The credit bubble and the weak dollar ïis the end in 

sight?  Rising prices continue

Å The weak dollar is price positive for our 
exports, but comments from Ben Bernanke 
indicate that the Federal Reserve is ready to 
address growing inflation concerns.  Stillé..

Å Credit continues to tighten as foreclosures rise.  
Forecasts are for housing properties to remain 
under pressure into 2008/2009

ï Lawrence Yin, chief economist for the 
National Association of Realtors (NAR) 
estimated 2008 foreclosure toll at 2 million

ï Kenneth Rose, a professor of real estate/ 
economics at Univ. of California at Berkeley 
predicts that number could double by the end 
of 2009    

Å Banks continue to write off bad loans  -
contributing to the weakness of the dollar.

Å Investors continue to look for signs that the worst 
of the housing foreclosure is over

No Nation has ever devalued its way 

into prosperity
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Weak Dollar Fuels Demanding Driving Exports 

U.S. Exports Higher
ÅThe Euro is worth about 40 percent 

more than 2 years ago, meaning it 
can buy 40% more from the US than 
before.*

ÅU.S. agricultural exports are 
predicted to increase next year to 
$110 billion, up 19 percent from 
2007*

ÅAbout half of the increase is due to 
higher commodity prices, but the rest 
is a result of increasing demand*

ï Wheat exports are up 32 
percent compared to last year* 

ï 33 percent of the U.S. soybean 
crop will be exported*

ï Corn exports may break the 2.4 
billion bushel record set more 
than a decade ago*

Dollar Index

*Source: James E. Byrum, Perfect Storm

Global demand continues despite 

record prices
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World Economies

Å The International Monetary Fund forecasts 

world growth could slow to 3.8 percent for 

2008, down from 4.7 percent a yr ago, due to 

US economy problems

Å The IMF further predicted that  

China, India, and Brazil (which is also 

expanding due to a wealth of oil, iron 

ore, copper and aluminum) would emerge 

unscathed even if the US should deepen into 

recession

Å Chinaôs GDP in 2007 grew 11 percent, the 

fastest pace in 13 years ïIMF predicted 

growth could slow to 9.3 percent in 2008

Å Indiaôs GDP grew 9.2 percent  ending in 

March, 2008 ïIMF predicts this to slow to 7.9 

percent

Statistics show a decoupling as the 

global economy activity no longer 

relies solely on the U.S.



8

China
Å Chinaôs Consumer Price Index in May was 7.7 

percent, down from 8.5 percent in April but still 
historically high*

Å Chinaôs year-over-year food inflation is 19.9 
percent* 

BUTé.

Å As long as its economy continues to stay even 
neutral China will need to import goods ïsuch 
as what we saw in January / Feb when 
Chinese were shoring up reserves of oil / 
beans in front of the Olympics 

Å July USDA report pegged Chinese soybean 
imports increasing to 35.5 mmt in 
2008/09, versus 34.0 mmt for 2007/08

Source:  Chinaôs consumer inflation, Elian Kurtenbach
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China
Å Consuming more meat as its wealth increases, at 

the same time when ethanol production is 
increasing  

Å Worldwide meat consumption is expected to 
increase by more than half from 1997-2020, with 
most of the demand from China**

Å Chinese domestic meal disappearance was 
31,341 TMT in 02/03, projected to 45,276 TMT in 
07/08*

Å ñStrong demand for soybeans is attributed to 
rising use of soybean meal as a protein source 
for swine and poultryò.*

Å Consumption of oil by China in 2005 was 6.5 
million barrels per day ïestimated at 99 million 
gallons by 2031*

Å Total soybean meal consumption in China and 
Southeast Asia has risen at roughly 10% per 
annum since 2000

Å China is currently not importing corn, having its 
own domestic crop. Exact supplies are 
unknown, so rest of the world has to measure by 
domestic pricing

*Source: Andy Mulsherjee Chinaôs protein gap

Chinese Domestic Meal Disappearance
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ÅBarge freight

ÅOcean freight

ÅRail

Transportation


