Agri Commodity Markets Research

January USDA Data - Bullish Expectations Confirmed Rabobank

Rabobank’s assessment of the USDA’s January 2013 WASDE, Crop Production, Winter Wheat Seedings, and
Quarterly Stocks of Grain reports:

. Corn — Bullish

° Soybeans — Neutral

. Wheat — Bullish

. Cotton — Neutral

The USDA’s January data release was bullish for grain and oilseed prices as stocks were below trade expectations
due to continued strong demand. We expect grains, particularly CBOT Corn, to show the largest upward price move
as the USDA revised US corn stocks to below average trade estimates. US corn stocks as of 1 December were
reported at 8,030 million bushels—the lowest level since 2003/04. Forecast US wheat ending stocks for 2012/13
were also revised lower than average trade estimates, from 754 million bushels to 716 million bushels due to higher
feed demand. There were no surprises in the data for soybeans or cotton, which is likely to prove neutral for prices.

The drawdown in grain stocks confirmed our expectations that feed use has continued at an unsustainable pace
and higher prices are needed in order to ration demand. The recent drop in feed grain prices has improved margins
for the animal protein industry which elevated feed grain disappearance relative to the pace required by previous
USDA estimates.

USDA 2013 January WASDE and 2012 Crop Production Summary:

. USDA | USDA | USDA Trade Estimates . USDA | USDA | USDA Trade Estimates
U.S. Figures . Global Figures .
Jan | Dec [11/12| Awg Low High Jan | Dec |11/12| Awg Low High
12/13 Production (Mn bu) 12/13 Production (Mn t)
Corn 10,780 10,725 12,360 | 10,650 | 10,325 | 10,800 Corn 852.3 | 849.1 | 883.5
Soybeans 3,015 | 2,971 | 3,094 | 2,993 | 2,935 | 3,104 Brazil 710 | 700 | 73.0 | 704 | 69.0 72.7
All Wheat 2,269 | 2,269 | 1,999 Argentina 28.0 | 275 | 210 25.9 23.0 27.5
Cotton (Mn bls) | 17.0 | 17.3 | 156 | 17.2 | 17.0 | 17.5 Soybeans 269.4 | 267.7 | 238.7
12/13 Stocks (Mn bu) Brazil 825 | 81.0 | 665 | 819 | 789 | 84.0
Corn 602 647 989 647 489 760 Argentina 54.0 55.0 | 40.1 54.6 52.5 57.0
Soybeans 135 | 130 | 169 | 135 114 186 Wheat 654.3 | 655.1 | 696.4
Wheat 716 754 743 741 637 792 Cotton (Mn bales) 118.8 | 116.9 | 124.1
Cotton (Mn bls) 4.8 5.4 3.4 5.3 5.0 5.6 12/13 Ending Stocks (Mn t)
Corn 116.0 | 117.6 | 131.8
Soybeans 59.5 | 59.9 | 55.1
Wheat 176.6 | 177.0 | 195.8
Cotton (Mn bales) 81.7 | 70.6 | 68.9

USDA 2013 Winter Wheat Seedings: USDA 1 December 2012 Quarterly Grain Stocks:
Winter Wheat USDA 2012 % of Trade Estimates Quarterly | USDA Dec1 Trade Estimates
Plantings Jan 13 2012 Avg Low High Stocks Dec 1 2011 Avg | Low ‘ High

2013 Acreage (Mn Acres) Dec 1 Stocks (Mn Bushels)

All Winter 41.82 | 4132 | 101% | 426 | 417 | 44.7 Corn 8,030 | 9,647 | 8219 | 8,000 | 8750
Hard-Red 2010 | 29.69 | 98% | 303 | 299 | 31.0 i\c|)|y\t/)ver?nst i'zgg i'zég 1'221 1"232 i';gg
Soft-Red 9.42 | 812 | 116% | 8.9 8.1 8.6 et ’ ’ ’ ’
White 3.27 3.34 98% 3.5 3.4 3.4

Source: USDA, Bloomberg, Reuters, Rabobank
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January USDA data was bullish for CBOT Corn prices as first quarter US stocks were reported 189 million bushels
below trade expectations at 8,030 million bushels. Rabobank believes this sets the stage for a Q1 2013 CBOT Corn
rally, with the reports clearly demonstrating that the pace of demand rationing is insufficient to compensate for the
US and global production shortfalls of 2012/13. US corn stocks have fallen 17% YOY to the 1 December survey and
are now at the lowest levels since December 2003, with on farm stocks falling 26% YQOY to 4,586 million bushels—
the lowest level since 1995. Off farm stocks were down only 1% YOY at 3,444 million bushels. Disappearance in
September-November 2012 was 3.74 billion bushels, down 2.6% YOY. With remaining on farm stocks at multi-
decade lows, higher CBOT Corn prices are necessary to kick-start further US demand rationing.

US corn ending stocks for 2012/13 were lowered 45 million bushels to 602 million bushels in the January WASDE.
Trade estimates had been for no change. The USDA raised their 2012/13 US production estimate 55 million bushels
to 10,780 million bushels due to higher yields and planted area, although area harvested was reduced. US feed and
residual use, reflecting the high disappearance rate in the grain stocks report, was increased 300 million bushels to
4,450 million bushels for 2012/13. A continuation of slow export sales in December saw the USDA reduce 2012/13
exports 200 million bushels to 950 million bushels. This would be the smallest US corn export program since 1971.
Subsequently, US corn stocks-to-use fell 0.5 points to 5.3%—the lowest since 1994/95.

Quarterly US corn stocks were the lowest since 2003 with feed use US corn feed use estimates for 2012/13 were increased in the
much higher than previously anticipated by the USDA January WASDE, although exports were lowered
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The January WASDE was bullish for CBOT Wheat prices as both stocks and winter wheat plantings came in below
trade expectations. Rabobank believes that CBOT Wheat will push higher as a result of these reports—although
much of the bullish sentiment is likely to be spillover from the corn market. Second quarter US wheat stocks were
1,660 million bushels, 20 million bushels below trade estimates and confirming a higher pace of wheat feeding due
to diminished corn availability. Reflecting this shift, the USDA increased US wheat feed use for 2012/13 by 35 million
bushels to 350 million bushels. US wheat ending stocks-to-use fell 2.1 points to 29.5% from the December WASDE,
with the third consecutive yearly US wheat deficit now forecast.

US winter wheat seedings were bullish for deferred wheat contracts, rising 0.5 million acres YOY to 41.8 million

acres and well below trade estimates for 42.6 million acres to be planted. Hard red winter plantings declined 0.5
million acres YOY to 29.1 million acres, with 0.6 million acres removed across Kansas, Montana and Colorado. Soft
red winter plantings rose 1.3 million acres to 9.4 million acres—above even the highest trade estimate. The supply
outlook in 2013/14 is now significantly diminished, with the lower than expected increase in planted area likely to

accompany high abandonment as only 33% of the US winter wheat crop was in good or excellent condition as the

crop entered dormancy.
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US wheat stocks came in below trade expectations, indicating Winter wheat seedings for 2013/14 were much smaller than trade
higher levels of wheat feeding in the second quarter of 2012/13 expectations and bullish for deferred wheat contracts
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The USDA provided no surprise to the market in their quarterly Grain Stocks report and WASDE for soybeans as
the data was roughly in line with average trade estimates. The USDA raised their US production estimate 44 million
bushels to 3,015 million bushels due to higher yields and area harvested. This was partially offset by a 35 million
bushel increase in forecast crush to 1,605 million bushels. This resulted in a 5 million bushel increase in projected
ending stocks to 135 million bushels—in line with average trade estimates. US soybean stocks as of 1 December
were 1,966 million bushels—down 17% YOY and the lowest level since 2003/04. Revisions to the South American
production estimates were also in line with average trade estimates. The USDA increased their forecast for Brazil’s
soybean harvest 1.5 million tonnes to 82.5 million tonnes and lowered their forecast for Argentina’s soybeans 1
million tonnes to 54 million tonnes. The higher soybean production estimates in the Americas caused the USDA to
raise their global production estimate 1.7 million tonnes to 269.41 million tonnes. However, the revised higher
demand in the US, China, and Japan resulted in a slight reduction in their forecast for global ending stocks from
59.93 million tonnes to 59.46 million tonnes. This results in estimated global stocks-to-use of 22.6% for 2012/13—
up 1.1 points YOY but below the 10-year average of 23.6%.

A neutral price response is expected for CBOT Soybean prices as a result of the January WASDE and Grain Stocks
report with support maintained above USD 14/bu. The USDA re-affirmed the situation of tight US soybean supplies
and the reliance on South American production to meet global demand in coming months. Although no major
surprises were offered in the data release, we expect prices will be supported near USD 14.00/bu due to strong
Chinese import demand, the fast pace of US crushing and the logistical risks inherent in record high South American
soybean exports.

The USDA increased their forecast for US soymeal consumption on The USDA forecasts global soybean stocks-to-use at 22.6%—below
higher crush the 10-year average
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The January WASDE was mixed for cotton as global production and ending stocks were increased but exporter
and US supplies were reduced. The adjustments to the USDA forecasts illustrate the trend of cotton inventories
shifting to importers, especially China, which is forecast to hold 50% of all ending stocks in 2012/13. The share of
Chinese stocks relative to global inventories was 44% in 2011/12 and 22% in 2010/11. Chinese imports and
production forecasts were increased by a net total of 3 million bales in the report, while stock levels in major
exporters and the US were reduced by 670,000 bales for 2012/13. The global ending stock forecast for 2012/13 was
increased 2.08 million bales to a record 81.72 million bales and global demand was adjusted 420,000 bales lower.
The increase in stocks was a function of the Chinese crop forecast being increased 2 million bales to 33.5 million
bales. The 2012/13 US crop was reduced 250,000 bales due to higher abandonment and exports were increased by
400,000 bales to 12.2 million bales. While the outlook for the old crop remains that of oversupply, the market’s
focus in the next quarter will be on US planted area and new crop prospects.

The USDA increase the forecast abandonment rate for the Strong export sales prompted the USDA to increase the 2012/13
2012/13 crop to the second highest in the last decade export forecast 3% to 12.2 million bales
0,
40% 1,000 120%
35%
800 - 100%
30% 8
€ 600 1
25% 8 r 80%
2000 S 400 ~
(] ~
g th [ o
15% A 2 200
1171 T e
10% ¥ o [ il ole
Q
: I
Y Y . N— 200 Il r 20%
0% “‘I‘c,‘@‘«“‘ ‘ 400 0%
S > & O & 2 O .0 BN L &
PP P L L O L O DL 1 6 11 16 21 26 31 36 41 46 51
e I R R
S D
v @l 2012/13 EEN2011/12 == Share of 2012/13 USDA Export Forecast (RHS)
Abandonment % (RHS)
Source: USDA, Rabobank Source: USDA, Rabobank

11 January 2013 4



Agri Commodity Markets Research
Rabobank

Rabobank Food & Agribusiness Research and Global Financial Markets
Advisory

Agri Commodity Markets Research (ACMR): Corporate Risk & Treasury Management Contacts:

Luke Chandler
Global Head
+44 20 7664 9676

GLOBAL HEAD—Martijn Sorber
+31 30 21 69447
martijn.sorber@rabobank.com

luke.chandler@rabobank.com
ASIA—Brandon Ma

+852 2103 2688

Keith Flur
y brandon.ma@rabobank.com

Senior Commodity Analyst
+44 20 7664 9676

keith.flury@rabobank.com AUSTRALIA—Terry Allom

+612 8115 3103

Erin FitzPatrick terry.allom@rabobank.com

Commodity Analyst
+44 20 7664 9540
erin.fitzpatrick@rabobank.com

NETHERLANDS—Arjan Veerhoek
+31 30216 9040
arjan.veerhoek@rabobank.com

Nick Higgi
C;%qm:)gdgiltr:/sAnawst EUROPE—Eliana de Rossi
+44 20 7664 9543 +44 20 7664 9649

nicholas.higgins@rabobank.com eliana.de.rossi@rabobank.com

NORTH AMERICA—David Teakle
+1 212 808 6877
david.teakle@rabobank.com

www.rabotransact.com

SOUTH AMERICA—Mark Yale
+1212 808 6991
mark.yale@rabobank.com

This document is issued by Codperatieve Centrale Raiffeisen-Boerenleenbank B.A. incorporated in the Netherlands, trading as Rabobank International (“RI"). Rl is authorised by De Nederlandsche Bank
and by the Financial Services Authority and regulated by the Financial Services Authority for the conduct of UK business. This document is directed exclusively to Eligible Counterparties and Professional
Clients. It is not directed at Retail Clients. This document does NOT purport to be an impartial assessment of the value or prospects of its subject matter and it must not be relied upon by any recipient as
an impartial assessment of the value or prospects of its subject matter. No reliance may be placed by a recipient on any representations or statements outside this document (oral or written) by any
person which state or imply (or may be reasonably viewed as stating or implying) any such impartiality. The information and opinions contained in this document have been compiled or arrived at from
sources believed to be reliable, but no representation or warranty, express or implied, is made as to their accuracy, completeness or correctness. This document is for information purposes only and is
not, and should not be construed as, an offer or a commitment by Rl or any of its affiliates to enter into a transaction. The information contained in this document is not to be relied upon by the recipient
as authoritative or taken in substitution for the exercise of judgement by any recipient. All opinions expressed in this document are subject to change without notice. Neither RI, nor other legal entities in
the group to which it belongs accept any liability whatsoever for any direct or consequential loss howsoever arising from any use of this document or its contents or otherwise arising in connection
therewith. Insofar as permitted by the Rules of the Financial Services Authority, Rl or other legal entities in the group to which it belongs, their directors, officers and/or employees may have had or have
along or short position and may have traded or acted as principal in the securities described within this document, (or related investments). Further it may have or have had a relationship with or may
provide or have provided corporate finance or other services to companies whose securities (or related investments) are described in this document. The distribution of this document in other
jurisdictions may be restricted by law and recipients of this document should inform themselves about, and observe any such restrictions. This document may not be reproduced, distributed or
published, in whole or in part, for any purpose, except with the prior written consent of RI. By accepting this document you agree to be bound by the foregoing restrictions. © Rabobank International
London Branch, Thames Court, One Queenhithe, London EC4V 3RL +44 (0) 20 7809 3000

11 January 2013 5



