Fertilizer, Food and Fighting

There’s nodoubtthese are complicated times. From fertilizer to food prices, American agriculture is
feelingthe effects of the crisis in Europe. Additionally, extreme weather patterns, inflation, supply chain

back-ups andinternational conflict have keptour industry playing a steady game of dodgeballsince at
least 2018.

With increased competition from regions like the Black Seaand South America, the U.S. is notas critical
for supplying the world with grain and oilseeds as it was 10 or 20 years ago. Farmerselsewhere around
the globe with lower land and labor costs and improving transportation infrastructures, encouraged by
growing international acceptance of genetically modified seed technology, are creating a competitive
marketplace. Some circumstances give us opportunity and some give us disadvantages.

Russia’s invasion of Ukraine has created not only instability in the geopolitical climate, but also
uncertainty in the agriculture sphere. Ukraine exported $6.12 billion in agricultural productsin 2020 to
the European Union. In addition, Ukraine replaced the U.S. as China’s top corn supplierin 2021.

Of Ukraine’s totalland area of 60 million hectares, 42 million is classified as agriculture land, which
includes cultivated land — grains, forages, potatoes, and vegetables. Itis likely that Ukraine will not be
able plant every acre this spring.

Russia and Ukraine account for approximately 29% of global wheat production. Russia a heavyweightin
the world’s fertilizer supply. Natural gas, a top commodity forthe country, is a main ingredientin
ammonia, which in turn is the building block for fertilizer. The U.S.and Germany have puta halt to the
Nord Stream 2 natural gas pipeline that was necessary to supplying great Russian exports. Russia also
accounts for 21% of global exports of potash, a basic component of fertilizer. This is a pretty good chunk
of the market. Agricultural commodities pose another challenge. Russia exports wheat and barley as
well as sunflower oil. The Middle East is a big grain customer, as are Turkey and China.

I’ve attached graphs to this update | think you will find interesting. They help tell the picture of the
effect Russiaand Ukraine have on parts of the world.

Prices forfood commodities like grains and vegetable oils reached their highestlevels ever because of
Russia's war in Ukraine and the “massive supply disruptions” it is causing, threatening millions of people
in Africa, the Middle East and elsewherewith hungerand malnourishment. The sad events we are
seeingin Ukraine have brought the issue of food security to center stage. Disruptions to supply chains
along with self-sanctioning has pushed grain prices to multi-year highs. Given the importance of Russia
and Ukraine to grain markets, uncertainty overthe supply outlook means prices will remain elevated
and volatile. The United States, Canada, France, Australia and Argentina are being closely watched to
see if they can quickly ramp up productionto fill in the gaps

CBOT wheat has rallied by more than 70% this year, with prices breakingabove US$13/bu and trading to
its highest levels since 2008. Corn has also been strong, rallying almost 30% this year and taking it to
levelslast seen back in 2013. Finally, soybeans have rallied by more than 25%, breaking above US$17/bu
at one point — levels not seen since 2012. Admittedly, the strengthin soybeans is largely due to crop
downgradesin South America, but there will also be supportfrom a tight palm oil market, as well as
concerns oversunflower oil supply from Ukraine and, to a lesserextent, Russia. |just forwarded
contracted fall delivery corn for $6.90/bu.



The high grain prices are great, butthat doesn’t necessarily mean farmers will make a lot more net
profit. Farmers face issues like climbing fueland fertilizer costs exacerbated by the war, droughtand
supply chain disruptions. The cost of fertilizers has increased by almost 30% in many places, including
the Midwest.

However, itis slowly beginning to feellike spring, and with spring comes the annual sense of excitement
and hope. Itis warming up, but we are still seeinga lot of rain. There are a few old wives’ tales that are
supposedtoforecastourweatherforspring. One, “If there is enough rain on Easter Sunday to weta
pocket handkerchief, there willbe a good crop year." It doesn't take muchto weta pocket handkerchief.
Two, "If it rains on Easter Sunday, it will rain the nextseven Sundaysina row." Three, “"In whatever
direction the wind blows on Good Friday, it will blow for forty days." InnorthwestIndiana, it always
seems windy, especially in the spring! Though | will say, in my 27 years of experience, tale numbertwo
seemsto hold true the most.

Happy Easterand all my best!

Kim
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Dependence on Imported Fertilizers

Brazil* United States
Nitrogen (N) Phosphate (P} Potash (K) Nitrogen (N) Phosphate (P) Potash (K)
Percent
s 95% 75% 91% | 12.5% 9% 93%
Main Origins | 21% Russia 38% Morocco | 32% Canada 65% Trinidad & | 85% Peru 83% Canada
20% China 15% Russia 26% Russia L 15% Morocco 6% Russia
17%Qatar | 11% Saudi 18% Belarus | S0 Conada 6% Belarus
15% Algeria e 11% Israel % Venwuess 5% Other
8% United 2% Other
5% Iran States 13% Other
22% Other 7% China
21% Other

*Average on 2017-2021

USA Sources: U S Geologcad Survey, 2001,

Mners! Commodity semmaries 2021 U S Geolagaad Survey, 204 p




