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ASC region
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We operate in 5ASC countries T India, Jf‘l;bu @
Bangladesh, Pakistan, Nepal and Sri E;AFGHn.leur:H;;m;' !
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India: Strategy was to reduce exports and - ""f“ﬁ*{ {
competition by increasing internal ST e | PR
consumption - This has yielded definite i i -
results. Region is now being prepared for o “i?""
opening import gates (next steps). sea o
Other countries: Strategy is direct @ijts 1cm§§i';‘“ N
marketing, taking advantage of rapid .
growth in demand and demonstrating MALDIVES

preference for U.S soy

USSEC has been operating in the ASC region since 1996. Compared to other
international marketing regions, the ASC had a unique marketing strategy of
building domesticdemand for home grown soy to reduce competition by Indian
soy entering into markets where U.S soy is markétadticswere designed to
bring inY/Y incremental volume of sofp beconsumed in India. This indirect
strategy has helped retain most of Indsay within India for feed and food

uses As a result of thisinternational markets for U.S segpecially in the Asia
regionwere sparedin addition to this advantage, the strategy has also helped in
pulling out Indian soy from its immediate neighbouBaligladesh, Pakistan,
Nepal, Sri Lanka). These new markets have recepidgnedup for U.S soy

Recent data from the USDiAdicate that India will produce about 5 MMT of
meal and will also consume 5 MMT meal2016 Marketing strateigs for the
region lavedemonstragd some measurable resulgstifying returnson
investments made by the U.S soy induslirys also interesting to note how one
strategy, upon completion, leads to the next.

In addition to Indian operationshich continueto builddemand to sustain

results that have been achieved, the new strategy that is in place for the past two
years is fADirect Marketingo where U. S
Pakistan, Sri Lanka and Nepal.



Demand for protein & energy in ASC

Similar Rather high usage of cooking
cooking oils; 25 MMT/Year

Energy
deficient
diets

1.66 billion population base;
23.7%of global population

Protein and energy
solutions always wanting

Scope for Animal protein and
soy protein as Human Food

Growing
economy

GDP growth 5.70%; Better
purchasing, changing life style

The six lubblesin the graphiaenote factors which govern the ASC
region in terms of protein and egg requirements. The callouts

indicate opportunities or behavioural change that exists or is expected
in this region.

It is usually the Indian population that is often referred to while
speaking about number of people but it is also interesting to note that
Pakistan and Bangladesh figure on the top ten populous countries in
the world. Likewise the GDP of these countiaes alscfairly

impressive, indicating positivegrowth phasef the region

Population Ranks ASC countriesindia 1,251,695584 (2) Pakistan
199085847 (7); Bangladesh 16#57,745 (9) ;Nepal 3551305 (42)
;Sri Lanka 22053488 (57); Total: 673343969

GDP by Asia Development BanBG: 6.1; PK:4.24: IN:7.3; SL:6.3;
NE:4.6 Average for ASC = 5.70%




Middle class population T adriver in India

The Middle Class in India Is Expected to Be 41% of the and in f\k olute Numbers, India’s Middle Class
Population by 2025 Pp] \4y3 n be L arger Th the Entire
India Papul U.S. Popu
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When it comes to using demography, almost every
marketing company makes use of the growing middle
class population of India as the main drif@r
calculationsand plansReports state that Indian middle
class population will be larger than the entire ydapon

In the U.S by 2025\ot just in India but there are

similar stories in the rest of ASC countries. In its Global
Wealth Report 2015 released on Oct 13, Credit Suisse
said Pakistan has the 18th largest middle class
worldwide.Bangladesh s p o pofinidaleinconme
and affluent consumers is projected to triple to 34
million by 2025. It is also started that over 90% of Sri
Lankads popul ation above
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Working age, median age - India

Growth in the Working Age Population Between 2010 Median Age in India is About 10 Years Less Than the US
and 2030 is Expected to Be 31% Versus -1.1% for China and China
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Data as at May 10, 2011. Source: United Nations World Population
Data as at September 26, 2012. Source: United Nations World Prospects, Haver.
Population Prospects, Haver.

Like the middleclass population and its positiaéributes, yet

another strong attribute that is recognized globally is the working age
group and the median age of India. With significant growth (31%
between 2010 and 2030) in the working age for India, this segment of
the population will create more damd for food and other consumer
productswith increased buying capabilitieBhe young population is

no doubt another strong attribute that India has.

Apple CEO, Tim Cook stated (in The Times of India, January 2016)

t hat nDemogr ap higowsth gl Applgyiphaneskirey r o |
India. Apple sees more growth is on the horizon, noting the median
age I n India is just 270.

The younger generation is a different cult by itself, demanding
convenience productgjith a desire for better life stylbgtter

nutrition, brands, hygiene, knowledge, better buying poseking
pleasant shopping experiences, global expectations, desire to travel
and learn etc.

The young population figures in other ASC countries too are
encouraging with mediaage in Bangladesh beir24.3, Nepal with
22.9 and Pakistan with 22.6.



India has the worlds largest youth population;
three ASC countries account to 53% in top 6

Country Young population

Pr jeded population in 2030 Projected median age

(10-24 year band) e L1 130 nyears & o
India 356 million = m’ = L "ﬂ* vgl _I
China 269 million 1 11
Indonesia 67 million o I e dm."wm
u.s 65 million L
Pakistan 56 million 4w ﬂﬂt =g - L _.4
Bangladesh 48 million 4w o5

Source: UN Population Fund (UNFPA) In: State of the Source: FICCI & Ernst & Young; in Financial Express 2013
World Population Report, 2014

This is just anotheteiterationof the previous slidel t 6 s
interesting to note from the UN Population Fund Report
(2014) that three ASC countries appear in the list of top 6
countries that boast of their young population. India
demonstrating 356 million, 56 million in Pakistan and 48
million in Bangladesh.

Ernes and Young and FICCI (2013) predicted that the Indian
population will touch 1.46 billion by 2030 and India will have

a labour surplus of 47% by 2020. The institutions also

assessed and stated that economic prospects in the time spread
of 20122030 are $ 3,420 billion in real GDP terms with a
compound average growth rate of 6.7% in the same period.



Urbanization in South Asia

Country Population  Percentin  Urban Rate of
(2015) Urban count Urbanization
locations

Bangladesh 168.95M 34.30 59.95 M 3.55%

India 1.26B 32.70 412 M 2.38%

Nepal 31.55M 18.60 5.86 M 3.18%
Pakistan 199.08 M 38.80 77.24 M 2.81%
SriLanka  22.05M 18.40 4.14M 0.72%
TOTALS 1.68B 33.27 559.19

A Rural i Urban migration is rapid so is messy

A However looks positive as this factor helps drive GDP growth
A South Asia needs to develop more cities
A

Government is addressing new initiatives to better manage
this significant urbanization in ASC

Source: CIA, 2015: World Fact Book

VAL A | U.S. SOY for a growing world
(A5 Tl ¢ 3 }

One carview the ASC populatiofrom different approaches
and look at opportunities that it might hold. Because of the
rather large population base and a growing labour force
surplus, the rurdl urban migration is very rapidhis is
mainly happening as people seek better education and
empbyment opportunitiedt is increasing at a paseherethe
existing infrastructure is not able to catchwath. However
the government seem to have taken up this issue and will
initiate building more smart cities to accommodate
urbanization. About 560 ntibn people (33.27% out of 1.68
billion) in ASC live in cities and this is an impressive figure.
It is this segment of the population that drives demand for
food and other consumer products.



Quality of life T Human development index (HDI)

in ASC
o Ry
SriLanka 73 0.750 High HD .’;
a . o . ()
India 135 0.586 Medium HD TR ok A
FORASIA AND THE PACIFIC
Bangladesh 142 0.558 Medium HD i ok
Pakistan 146 0.537 LowHD

Asian Development Bank, October 2015

WA | U.S. SOY for a growing world
N A —‘_

Quality of life is measukby HDI (Human Development Index)

This is calculated by the UNDP for 187 worldwide economies. HDI
covers three important aspects of welfatide expectancy at birth,

the average of mean years of schooling and expected years of
schooling and per capita gross national income. Aboubh#ile

regional economies were in the category of medium Fiz5"

populous country, Bangladesh was a new addition to the medium
category. The @populous country, Pakistan remained in the low HD
band and so is Nepdhteresting to note that one oetASC

countries, Sri Lanka, appears high on HBbwever between the

2002 and 2013, all Asia countries showed progress with HDI. Quality
of life has a bearing on how ASC countries will shape up in future.
The medium band countries will strive to move ugd aauntries in

the lower band wilreach out to thenediumHDI status All of this

means progress towards better knowledge, education, buying power,
desire for better foodyigherconsumption demand for proteenergy

and better nutrition



Rapidly changing meal consumption

trend in ASC
2011-12 2014-15 % Change Change s
4 times higher
World 177.94 20257 13.84 % in ASC v/s
ASC 456 716  57.01% World

Based on USDA data, February 2016

SO AAREEEE L L R S e
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million tons between 2011/12 and 2014/15 and the
corresponding increment for the Asia Subcontinent

Is 260 million tons. The changepercentage for the

former is 13.84 % while for the later it is 57.01%

indicating that the change is very rapid in the ASC

region. The change that is about.@ times higher is
Indicative of increasing demand and rapidly

developing industries that needmore soy meal as a
consistent protein saurce in the ASC.



Soymeal consumption trends in ASC (TMT)

Bangladesh 604 894 1,054
Pakistan 435 1,356 2,200

. 10.60 MMT
Sri Lanka 144 180 215 e e
Nepal 85 121 150 required to

) produce this
India 3,300 4,610 5,080 meal quantity .
Indian meal

TOTALS 4,568 7,161 8,699 production is on

decline Y/Y

|l ndi ads SBM
Production 7,720 7,920 6,640 5,600 5,160 - 2,560

USDA, February 2016

“ v \ —“ U.S. SOY for a growing world

Consumption of soy meal in ASC is continually on the rise and there has
been an incremental use of 2.6 MMT in the last four years. However
USDA predicts that there will be a steep increase in cewaumption
between 2014/15 and 2015/16 indicating usage of 1.53 MMT (Refer Table
1).

Onthe contraryTabledl ndi adés ability to produc
decreasingWith the Indian meal producticexpected at 5.16 MMT in

2015/16, tle chances dhdia catemng to8.69 MMT consumption demand

in the ASCseemdsleak To produce 8.69 MMT of meahe ASC region

needs 10.60 MMT of soybeans whiafe not available.

The negative balanan soy meabetween consumption and production
translates to 33 MMT for which 4,315 TMT additional beans have to be
crushed in order to bridge the g&®mcause of this negative balance, the
ASC countries currently importing U.S soy will further increase their
dependency on U.S suppli@sis clearly implies that there willdomore
soybean import opportunities in Bangladesh, Pakistan and Biejgal to

be self sufficient in meal productioAlso, thelndian Government will

come under pressuand is hopeful ofaking positivedecisiors to meet

the countryds andowing protein dem

10



2015/16 baseline + forecast for ASC meal
requirement by 2020

Past performance in ASC - Estimate for meal and bean by 2020

Country 2011/12  2015/16 Expected ASC Methodology 2017-2020 Est. meal Corresponding
asbase change baseline increment consumption  bean requirement
(change) on 2015/16 by 2020
Bangladesh 604 1,054 450 use
. 50% of

Pakistan 435 2,200 1,765 previous = 1,638

i changeadded  ;gg09 10,337 12,606
Sri Lanka 144 215 71 10 2015/16 ) ) )
Nepal 85 150 35 consumption
India 3300 5080 1,780 3,276 =

75% +8,699 11,156 13,604

TOTALS 8,699 4,096

Green highlight: Note that rate of Asis (3276) =3276 11,975 14,603
change in IN and PK are equal +8,699

Computed by USSEC using USDA data, February 2016

SO AARREEE L L Rl - e

Using AChangeo in ASC soy meal cCo
performance (2011/12 to 2015/16) a mathematical model has been
constructed to estimate meal demand by 20B@.baseline change

for 2016/17 to 2019/2020 is takas 3.27 MMT (prorated from 4.09

MMT which is for a five year time span). Assuming different market
situations, only 50%, 75% and 100% of the baseline change (3.27

MMT) has been added to 8.69 MMT which would be the past soy

meal volume used in ASC. Soy mesilization of 10 to 12 MMT is

evident from this analysis. The corresponding soybean requirement is
12-15 MMT.

USDAG6Gs forecast for soybean produ
2015/16. It is unlikely that India will produ@n additiona#t.5-5.6

MMT soybeandetween 2016 and 2020 to meet thel52MMT bean
requirements in 8C. It is obvious that ASC has to heavily depend on
imports for bean, meal, oil.
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Soymeal demand in ASC by 2020

S.No Demand Sector Quantity by 2020 Reference
1 Pakistan Poultry 1.420 Industry, WPSA (PK)
2 Pakistan Aquaculture 0.200 USDA, WISHH
3 India Aquaculture 0.913 USSEC
4 India Broiler 3.930 CLFMA
5 India Layer 1.200 CLFMA
6 India poultry breeder 0.453 USSEC
7 Bangladesh Aquaculture 0.624 World Fish, USAID, USSEC, WISHH
8 Bangladesh Poultry 0.696 Oil World, FAO OECD, WPSA (BG)
9 Sri Lanka Poultry 0.186-0.214 Industry; Livestock & Economics Dept
10 Nepal Poultry 0.186 Nimbus, FAO
11 Soy in ASC food use s 0.857 USSEC (Ratan)
TOTAL 10.66 =12.80 MMT Soybeans
Forecas! ted by USSEC using 2015 baselines from references mentioned
Sl R NS

USSEC used differemegional industryeferences from
ASC to derive base line soy meal utilization in 2014/15.
Based on this, the current industry growth rates for
different demand sectors has been applied to arrive at
total quantity of feed required. A typicsbyinclusion
percentage has ée used to derive soy meal utilization
In feeds. This analysisstimats that10.66 MMT of soy
meal will be required by 202@orresponding soybeans
regured to produce this meal willeb12.80 MMT.
Interestingly this approach yields similar estimates
derived from that of the previous methodoldgsging

past change to predict future requiremenats] serves

as a tool to cross check findings

12



Growth in ASC animal feed; corresponding meal
requirement by 2020

Country ooy RO ASCfeed 2016 2017 2018 2019 2020
India 29.43 5 9% 32.07 3495 3809 4151 4524
Pakistan 6.20 30 9% 6.75  7.35 8.01 8.73 9.51
Bangladesh ~ 3.05 48 % 3.26  3.48 3.72 3.98 4.25
SriLanka  0.77 74 5% 080  0.84 0.88 0.92 0.96
Nepal 0.75 76 6% 079  0.83 0.88 0.93 0.98
TOTALS 40.20 4457 4745 5158  56.07  60.94

sem@1s% | | |  [so2 854 [928 [1009 [EIER
[seM@20% | | | [891 1949 11031 1121 |1218 |

@ 25% |15.23
Alltech Feed Survey 2015 used as baseline for computation --
0
Mote: The 10.96 tallies with 10.66 MMT in the previous slide @ 28% 17.06

ANorking to increase animal feed inclusions by just 2% creates an additional opportunity of
1 MMT, based on data above; also bringing in new businesses means more feed and soy

To test confidence limits and to further cross check findings, this

met hodol ogy uses All etchds Gl obal
requirements in the ASC by 2020. Conservative industry growth rates
have been applied to the 2015 baselam@mal feed prduction data

of ASC countries to arrive at yearly animal feed totals (Z2A20).

Two different conservative soy meal inclusion rates @ 18 and 20%

have been applied to derive 10.96 and 12.18 MMT of meal

requirement by 2020. The three approach methodolggzesdt
performance/ change; direct indust
survey) used to estimate soy meal requirement by 2020 have shown
similar resultsMore opportunities are evidergge bottom of the

table)at25 and 28% soy meal inclusion ratesich will demand

15.23 and 17 MMT of sogneal respectively by 2020 for ASC region.

It is also evident from this table that working to increase soy meal
inclusion levels by 2% can yield an incremental volume of 1 MMT in
the ASC regionOpportunities exisfor soy meal inclusions up to 25
30% in broiler and aquaculture ratiolksSSEC has been using this
strategy to either increase or sustsoyinclusion levels. Another
interesting approach useén India is tohelpgrow new businesses that
will bring in additional soy meal usage.

13



ASC aqua feed and soybean meal usage

Feed/SBM Use 2015 2017 2020
India Aqua Feed 1.46 2.14 2.80

India SBM use 0.408 0.692 0.913
BG Aqua Feed 1.50 2.33 3.54
BG SBM use 0.270 0.411 0.624
ASC Aqua feed Total 2.96 4.47 6.34
ASC SBM Total 0.678 1.1 1.5

India source: Forecasted by USSEC, program is closely managed by USSEC

Bangladesh source: Computed by USSEC from World Fish, CGIAR, USAID 2013

N & s p

One of the target soy meal utilization areas in the ASC region is
aquaculture. India is the second largest aquaculture producer in the

world and Bangladesh stand8 Sndia is also the largeshsmp

exporter from Asia. The shrimp sector in India is growing at 15% per
annum.USSEC has been instrumental in establishing-feesked

technology in this region with a view to create an additional soy use
avenuePr i or t o USSECOoraegionlargelgusede nt i on
nutritionally poor mash feeds combined with aninmaanure which is

not a sustainable practice.

Commercially produced, scientific aqua feed in the region acedunt
for 2.96 MMT in 2015 and total soy maadage has been estimated to
be678 TMT.With rapid growth in aquaculture industries (fish and
shrimp) the region is likely to mill 6.34 MMT of feed which will
require 1.5 MMT of soy meal.

Note: These estimates have been included in discussions made earlier

on soy meal analysi®&\quacuture as a sector has been separated to
show its contribution to soy utilization in the region.

14



Soy oil consumption trends in ASC by 2020

Country 00112 201516() e @ irementty  2020afr required by

India 2750 4800 5years 2020 increment 2020
50% of 1303

Bangladesh 465 705 Change e 16

Pakistan 44 360 T 40-43 MMT

TOTAL 3259 5865 change  (+5865) 7819

Focus on U.S soybeans for ASC helps bring
in meal and oil into the region; good to try

About 14.47 MMT of soybeans from all

sources would have been crushed to and cash on increased crushing interests in

the region; note estimate indicates 2-3 times
higher bean requirement to meet oil demand

meet the change of + 2606 between
2011/12 and 2015/16 (E)

Based on USDA, February 2016

We have so far seen discussions on soy otdedation in the ASC region and hadealt

with approach methodologies anddoasts by 2020. Akin to soy meal, soy oil is yet another
important soy commaodity that is of importance to this region. Both protein and energy
components are wanting in the region and form important drivers for soy utilization.

The major users of soy ail the region is India but Bangladesh and Pakistan put together
also account for a orillion ton ofsoy oil usage.

From past performance, the five year time span (2011/12 to 2015/16) indicated an
incremental usage of 2.60 MMT soy oil for the threeountries About 14.47 MMT of
whole soybeans would habeencrushed outside the regiavith crude oil importear
crushed within the region through soybean imports.

As forecast for 2020s0y oil consumptiolchange in the past five years (2.60 MMT) is edid

at different conservative proportions (@ 50% and 75% volume) to current utilization which is
5.86 MMT. The computation shows soy oil utilization ef.B MMT by 2020. Translating

this to whole bean requirements, the region would nee434AMT of soybeas to produce

this quantity of oilWith India being able to produce only 10 MMT of soybeans for the past 4
years, the scope for import of soybeans to produce both oil andumitieialthe regions very

high. This is an explanation for recent imports ofteans into Bangladesh and Pakistan.

With a projected requirement of 468 MMT of soybeans to meet ASC oil demand, the share
of U.S soybeans is bound to increase.

15



Total Veg. Oil imports into India (2010 -15)

Refined Crude

Palmolein | Palm oil Olein oil Rape oil Kernel oil
2009-10 1,213,409 5,169,445 4,428 630,005 1,666,492 13,950 4,198 111,973 - 8,813,900
2010-11 1,081,686 5,374,333 6,501 803,593 1,006,691 11,122 2,967 84,566 - 8,371,459
2011-12 1,577,356 5,993,665 500 1,134,881 1,079,004 90,758 1,999 97,903 5,400 9,981,466
2012-13 2,223,265 5,889,178 500 973,126 1,091,311 12,943 3,999 179,490 10,927 10,384,739
2013-14 1,576,354 6,252,788 - 1,509,250 1,951,233 199,891 - 128,818 - 11,618,334
2014-15** 1,098,920 5,604,196 - 1,258,316 1,853,580 262,011 - 123,778 - 10,200,801

Source: Solvent Extractors Association of India
** up to July 2015

Alndia imported a record of 14.61 MMT edible oil in 2014-15

APalm comprises 70%

R2.98 MMT of soybean oil in 2014-15

ATotal use in 2014-15 is estimate @ 19.30 MMT

Aindia produced about 8.5 MMT, rest has to be imported

AProjection for 2020 is 23-26 MMT, based on per capita consumption & population growth

The use of vegetable oil for cooking purposes reasrted as 19.30 MMT in

2014/15 retaining India as one of the largest wdgonsumer in the world. Of

the 19.30 MMT ofvego i | l ndia I mported 14.61 MM
seed production has been stagnant over many years aeapglass the r@sons

for over 7% imports. The projection for oil use is-26 MMT by 2020

(Solvent Extractors Association of India).

Soy oil forms a part of total vegetable oil imports and about 2.98 MMT has
been imported in 2014/15. With stagnant production of sayiedndia
coupled with high cost adil and mealproductian (due to higher cost of
soybeans produced in Indiainports of soy oil have been increasing.

Theneighloring countries (Bangladesh and Pakistan) seem to have made a

smart move by influencingheir governments and quickly moving onto soybean
Imports to crush them locally and produce meal and oil. More than 2/3 of

|l ndiadbs soybean crushing capacity is i
Given the growing demand and imports at a relagitedh cost, it may be in the

offing that India too will follow systemadopted byts neighbors. More over

the present Governméat st and on fAMake in I ndiao a
Import soybeans at lower costs, crush them in India and generateegvenu
employment and efficiently utilize id&oycrushing capacity.

16



Oil and meal consumption v/s bean imports into

Pakistan and Bangladesh

. . Meal Consumption  2015/16 (E)
Oil Consumption 2015/16 (E)

Bangladesh 1,054
BaEQ'adeSh 705 Pakistan 2,200
Pakistan 360 TOTAL 3.254
TOTAL 1065
If meal utilization estimate is 3.25 MMT
requiring 4 MMT of soybeans for crushing; bean
Bangladesh 950 import estimates @ 2.45 MMT will form only
Pakistan 1,500 60% of the requirement; indicates mor_e room
for bean imports
TOTAL 2,450

Based on USDA, February 2016

Bangladesh and Pakistan have realized that their countries need both protein
and energy (meal and oil). USDA forecagtowing imports of soybeans the
next few yearsThe rise in imports of U.S soybeans into these two countries is
an explanation to this market change &thew strategies being adopted.

2015/16 estimates for oil and meal consumption in Bangladesh and Pakistan are
examinedwith a view to understand the role that whole soybeans would play in
markets that offer direct potential for U.S soybean impértam oll

consumption perspective the total of 1.06 MMT soy oil will need 5.9 MMT of
soybeans and from the meal perspective ab&divd of soybeans are required

to produce 3.24 MMT meal'he 2.45 MMT soybean imports forecasted for
Bangladesh anBakistanin 2015/16could meet only 60% of inputs required to
producemeal and only 41% of input required to meet oil dem&ndm a trade
perspective, making use of these gaps to market more U.S soybeans is a readily
available opportunity.

Based on the above we can dedivee aspects 1) Imports of meal and oil will
continue an@®) these countries whidrave alreadyecognized the benefits o
Importing soybeans for locatushingarelikely to increase soybeamports
substantiallyThe benefit for the U.S soy industry here is that both commaodities
(meal and oil) of U.S origin will be manufactureddauntry and this offers

great scope for branding and marketing these products to end users.

17



Soy Exports v/s Imports into ASC

Combined volume of soy meal, bean and oil in TMT ,
A Import -export in

2014/15 was 6.3 v/s 1.3
MMT

A Import prospects will be
about 2 MMT higher in
2015/16 (1.94  MMT)

Alndiads export:
due to 1) low production
2) high price [about $
150 higher/MT], 3)
quality concerns and 4)
I ndiads own gr
consumption

=-Imports ®Exports

Based on USDA , February 2016

oy 7 L g N T e

This chart shows the combined volume of soy meal, oil and bean imports as
well as exports from the ASC region. We net& crossover between the two

trade pathways (imports/exports) in the year 2013/14. Exports were largely

from India while imports from all sources are largely for Bangladesh, Pakistan,
Nepal and Sri Lanka. On@esignificant exporter (close to 5 MMT of soy meal),

l ndiads ability to export has drastica
2015/16. The four reasons for this trend are listed in the graphic above. Because
India has not been able to sustairsiipplyconsecutively for three years

buyers who need to coveoy requirements for thegrowing businessshave

secured positions from other suppliers. U.S soy becomes a prominent player
here because of sustained supply apart from déiverableconsideations like

price, quality, handling, provision of back up tech and trade services etc.

In 2014/15 imports of sogommodities into ASC indicated 6.3 MMT v/s 1.3

MMT of exports. A huge gap of 5 MMT implies growing dependency on

imports and indirectlgtatesl ndi aés i nability tiro cater
demandFor 2015/16 estimate, the gap seems to widen further with 7.88 MMT.

Year on Year for 2014/15 and 2015/16 there is a clear incremental growth of 2

MMT soy products being imported. This again indicates a good marketing
position to be in, to derive maximum benefits for the U.S soy industry.
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Total soy imports into ASC and predictions for 2020

Commodity Country 2011/12 | 2012/13 | 2013/14 |2014/15 |2015/16 Approach A (based on Change)

Bangladesh 374 362 260 369 350 43801 TMT Incremental  Add incremental to
Indi 7 7 7 7 7 change imports for  2015/16 baseline of
1L I? computed 2017-20 8,247 to estimate
Pakistan 435 682 924 1,03¢ 95C for 4 years imports by 2020

Sri Lanka 149 153 165 19( 22C

50% =2,150 10.39 MMT
SoyMeal TOTALS 96 1,20 1,35 1,60 1,527 @ °

@75% =3,225 11.47 MMT

Bangladesh 439 400 443 504 52C _
India 1,174 1,084 1830 2,799 3,65( @100%  =4301 1254 MMT
Pakistan 34 51 114 149 80 Average 3225 11.46
Soy Oil TOTALS 1,64 1,531 2389 3459 4,25
Approach B (based on Growth)
Bangladesh 256 39§ 574 697  95C
India il 0 4 17| 20 Average growth inthe  Total imports by
Soybeans  |Pakistan 0 0 11 53§ 1,50(  [Pastioyears=30% 2020
TOTALS 25 39 587 1,246 2470 @ 15% 14.42 MMT
GRANDTOTA|  287( 3134 432 6303 8247 @0 17.10 MMT
€« >

Average 15.76 MMT
Change of 5377 TMT between
2011/12 and 2015/16 is expected

In the previous sections we have seen analyses by ASC country and soy commodities. This
chart aims tanakeforecastgor 2020 using the total soy complex.

Two approaches have been used to predict imports of soy complex by 2020. Approach (A)
makes usef@ast change to compute a forecast and approach (B) makes use of past growth
trends.However in both approaches additional growth has been considered to be realistic
andto allow for unfavorable market changes. We will notice that increments as well as
growth have been taken only at 50% and 75% of the estimated values.

APPROACH A: Pastanalysis for total imports (2011/12 to 2015/16) indicates
incremental imports of 5.37 MMT. This has been prorated to the next four years (2016/17 to
2019/20) which assumes that 4.30 MMT of imports will happen by 2020 if considered @
100%. When 4.30 MMT is added to the current import baseline of 8.24 MMT, 12/6A M

of soy products are likely to be imported. However as stated etol@fow for market
fluctuation, two other slabs have also been considerg@%tand 75% of 4.30 MMTThis
indicates imports @ 10.39 and 11.49 MMT by 2020. An average considesesligsnary

figure from approach (A) denote an incremental import of 3.27 MdfThe four years and

take up total imports to 11.46 MMT by 2020.

APPROACH B: Past growth for total imports (2011/12 to 2015/16) indicated 30%
growth in Imports to the region. @mwth for the next four years (2016/17 to 2019/20) is taken
in two different conservative slabs, at 15% and 20% growth to arrive at 14.42 and 17.10
MMT of soy imports, with an average of 15.76 MMT.

Thus approach A projects imports as 11.46 MMT and apprBaas 15.76 MMT.
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| ndi ads Soybean and Soy m
2000/01 1 2014/15 and Forecast for 2015/16

14 A Average production of soybeans

12 —\ for 15 years was 8.17 MMT; low of
/ \ 4 and a peak of 12.2 MMT

10 /J \ A Average production of soy meal for

15 years was 5.52 MMT with a low
/\/ A~ of 2.69 and a high of 7.92 MMT
v 2.16 . . .
—\/ @ A While domestic consumption grew
<~ 5 times in this period, soybean and
/\/ /‘/i soy meal production grew only
~ \ 1.65 and 1.56 times respectively
O P A The forecast for 2016/16 indicates
st T 0T T e T 0 supply and demand equate (red
Soy Meal Production —Soybean Production circle).
—Soy meal Exports —Soy meal Consumption

o N S (o2} ©
o

Very often there are questions as
soybean production. There are two approaches to examining this,
namely, a short term assessment for the past five years argl a lon

term assessment for the pastlByears. With an average production

of 8.17 MMT and an increase of 1.65 times in this long term period, it

is unlikely that India will make improvements in the near future. On

the contrary, the domestic demand has beemrasing at a faster pace

I 5 times in the long term period.

Whensoy meal deman(blue lin@ crosses over meal production
(orange line)|ndia will probably enter a crisis situation in terms of
S&D for soy mealWith the recent USDA data stating that Indian
soybean production to be 7.5 MMT in 2015/16, soy meal production
is slated to decline furthefhe chart indicates that the meal
production and meal consumption will be equal in 2015/16 with 5.16
MMT v/s 5.08MMT respectivelyMore worrying on the supply and
demand situatiors to have the soybean productidiguresapproach
domestic soy meal consumptibgures Thiscould meanavery
unfavorable situation for Indi&€omparing7.5 MMT bean
productionsand 5 MMT meal consumption is a risky situation to be
in, with regard to raw material security for business operations.
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|l ndi ads Soymeal Exports and

2000/01 7 2014/15 and Forecast for 2015/16
India Likely to Be Net Soy Importer in 2 Years

5.29

a2l 4.
4 368
3.4,
-
E, 596 | Lg
s 257
2.36
151
115 e
I I I 1 I I I I

2000/01 2001/02 2002/03 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16

A great part of the reason for falling soy exports from ASC region

i s due t o | ndi arieslatianeasbnableipticg t o
and the required quantity for exports. Adding to,tlueal

demand especially for feed use has been increasing rapidly. While
exports have always surpassed local demand for about 10 years
(till 2010/11), the steady domestic demdehas been utilizing

most of the soy meal produced by India. From a business
perspective exports have been fluctuating but domestic demand
has been predictable and steady. Local soy crushers have relied
on both markets but now need to depend only onldimeestic

demand to sustain their businesses. With meal demand likely to
touch 1011 MMT by 2020, India has come under pressure to
devise solutions to sustain its own animal production and food
production industries that depend on sBye main constrainof
development of this market currently standifamg the

GM/Biotech trade barriers laid down by the Indian Government
that preventsimportt) SSECO6s mar keting stra
earlier have a significant role to play in steering India to this stage
of market development.
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Soymeal S&D behavior of India

(2011/12 to 2014/15)
Aspect Change Percentage
India Meal Production - 27.46%
India Soybean Production - 25.64%
India Soybean Crushing - 27.46%
India Meal Consumption +39.69 %

Meal Consumption Rest of ASC +101.18%

Seen here is Bret Davis while in India

Based on USDA , February 2016

(o T p

An assessment of change percentages of some critical soyD5&
factors over a period of time (2011/12 to 2014/15) indicate

Ei AAT ATAA ET )T AEA8O OOAOOO AO
the ASC regionThis is a short term analysis for the past five

years.

Production front: On production of soybean {25.64 %), soy
meal (-27.46%) and soy crushindgront (-27.46 %), there is an
overall negative trend evident over the four year period.
These trends have put India in a dark spot and have not only
affected its export status but ae now affecting domestic
supplies too.

Consumption front: The neighbouring countries

(Pakistan, Bangladesh, Sri Lanka and Nepal) show the highest
change in their meal consumption pattern during the same
corresponding period with a +101.18p 8 ) 1 AcEndl6 O ET O
consumption also shows a positive change 6439.69%. These

two positive changes put ASC on a consumption spot light.
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One of USSECOs strategy
increase new feed business

New animal  New feed milling New soybean
feed capacity meal
businesses requirement

39 25 0.500
AS) 1.08 0.235

A In the past 7 years, 244 new
poultry and agua businesses
have come up in India

A These new ventures have
brought in 12.21 MMT of
additional feed milling

25 1.16 0.270 capacities which use 2.58

51 2.10 0.403 MMT of additional soy meal

40 2.29 0.489 A Between 2009 and 2015,

31 2.04 0.433 India has produced only 1.96

MMT of additional soy meal,

per USDA data

AS) 1.04 0.254

TOTAL [244 12.21 MMT 2.58 MMT

Dat a based o n-goldgIedia@rogsam stoategy

Apart from working on soy meal inclusions as one of the strategy to
increase domestic mealutilization, working with investors and helping
them start new business reléed to feed and soy utilization isyet another
effective approach. USSEC consultants positioned in different geographic
regionsin India have access to a number of old and nef@ed mill clients.
533 %# 06 O AifbBlddieAtdigto sustain inclusions and/or increase
them where there is potential and scope. New clients are those who like to
invest in poultry or aquaculture businesses Theseentrepreneurs are
helped until they start new feed mills and market their produceThis will
connect to new feed and soy meal volumes that will come into play whe
they become operational.

USSEC launched the new business strategy in the year 2008 and has been
using this as one of the avenue tmcrease soy meal consumptionlThe
compilation in the table shows 244 new poultry and aquaculture

businesses develop in the span of 7 years, accounting to an additional feed
and soy utilization of 12.21 MMT and 2.58 MMT of soy meal. On the meal
production front, USSEC analyses from USDA data that the country has
been able to produce an incremental volume of only 1.96 MMT in the same
span of time (7 years), indicatingagain that domestic consumption is
increasing at a faster pace than meal production in Indi
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S&D in India inversely proportional

Indian Soybean Meal Use and Exports (by sea and land) A Average yearly incremental
6 volume of 280 TMT SBM
utilized for domestic use,
. mainly by poultry and

. l aquaculture

A Demand building has spared
. markets in worth $ 223 m in
Asia for possible U.S soy
marketing [@ Average price
. of $ 525 for 425 TMT used in
% India in 2015]

2010/11 2011/12 2012/13 2013/14 201415 2015/16

Million Metric Tons
~ w -

0

Port Trade  mSurface Trade (to Pakistan, Bangladesh, and Nepal) Feed Use

This is a reiteration of what has been discussed previously. The chart
and descriptionbelowas been taken firWworndd USDA
Markets and Trade November 2015.

AThough once a si g nofsoybeammetl, Indiaig unbkelyatd regairx p o r
export mar ket share in the coming year. I
expanding. Historically, the country consumed the oil and exported excess meal. Growth in
domestic poultry and egg prodian has increased demand for protein meal. Rising demand
for soybean meal has coincided with a drop in soybean production, tightening supplies and
pushing local prices significantly above world levels. This has led to a decline in Indian
soybean meal exps, particularly to distant markets. Last year, nearly half of the exports
went by surface trade to neighbouring markets, primarily Bangladesh and Pakistan. Yet these
rapidly-growing markets are seeking alternative suppliers, purchasing not only more

affor dabl e soybean meal but also soybeans. | nd
prospects appear likely to continue into the future, potentially ending its status as a net

exporter. These circumstances may provide opportunities for the United State

and South America to expand shipments to.Asia

ter
ndi

USSECO6s marketing strategy for increas
meal usageange betweeA80-400 TMT every year and this mainly goes into

poultry and aquaculture use. In the year 2015 marketth $ 223 million have

been spared by helping India utilize 425 TMT of soy meal for animal feed

operations (average price per ton of SBM for past five years taken at $ 525).
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Indian animal feed Industry and the
government are under intense pressure

I ndi abs soy supply
Industry is demanding not catching up with
solutions, asking Govt demand, offers meal Poultry and aquaculture
to allow GM and non- at a high price businesses operating at
GM soy imports high cost for animal
protein production

I ndi abs Factors affecting

protectionism the pOUItry and

policy i bans aquaculture Bangladesh

GM material industries in India meal price for
Constraints which the industry is June 2016 - $
requesting for removal 385
AZero tolerance on non-GM 18673-?%%%%; India meal

ACustoms duty on soy meal Bangladesh and price in April

APermissions for GM imports India for soy meal 2015 - $ 575
A Removal of phytosanitary
blocks if any

oy ST, VO iy Bkl

Present market conditidor soy meain India is in a bad statdhere

is a price differential of $ 190/MT between Indian meal and U.S meal
contracted for June 2016 shipment to Bangladasin April 2016)

India being a price sensitivearketis thoroughly disappointedith

this disparityand hence is pressurizing the government to allow
imports of both norGM and GM meal. Some have been insisting that
whole bean import also be allowed.

The industry and the government have to work on four different
aspects to have ngaM and GM meal allowethto India. They are 1)
request for GM tolerance @ 99.10% (2) removal of customs duty 3)
grant permission for GM soy meal imports and 4) removal of any
phytosanitary constraints. These are the only final decisionbdkat

to be made in India, otherwis$&SEC has worked to build sufficient
demandsufficient knowledge base on U.S soy and its attributes and a
ready, large network of end users and soy traders willing to operate on
imports.

As an indication of costs$ 41.96 is the additional price thaeth

Indian broiler industry is paying for every ton of soy meal as
compared to U.S meal being used in Bangladesh. This is due to the $
190/MT differencebetween two different sources of soy meal
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Few factors responsible  for stagnant
soybean production in India

A Low productivity (1 ~ MT soybeans/ha )

A Political issues governing GM aspects

A Higher cost of  soybean production

Al ndi ads férfoodacmopst yrice, wheat,
sugar)

A Agro -climatic confinement for soy

A Social land heritage structure - a barrier

A Cost of land and land use pattern, changing

A Youth shifting from  rural to urban  settings;
less people getting back to farming

A Smaller plot sizes (< 2 ha) inhibiting
investments in technology and modernization

Il ndi ads o0i | hasleeendstagnanofar avertyaar&30 million

tond yearand a productivity of 1000 1,100 kg per hectare. Soybeans have
accounted for&2 MMT in the past five yearsn P013/14 and 2014/15
soybean production in India was 9.5 and 8.7 MMT respectively. The forecast
for 2015/16 seems much lower at 7.5 MMT.

Both International as well as the national audiemoadersvh at | ndi ad s
would be on soybean cultivation. Willgltountry increasgoybean production

or will it decrease? The picture on increase of soybean production looks grim
becausef ninefactors listed in the chart abovEhe factors are self explanatory

and these pose constraints for increases in soybean production in Irthia. Wi
soybean productivity at 173of that compared to the U.8ost of landand other

inputs increas¢éhe cost of production. Due to weather disturbances and

adoption of low levels of technology and knowledge, productivity in some
regions has been seriouslgmpered in the last two years.

Adoption of technology and increase in investments are some factors required
for increasing yields but small farm sizes (fragmented) and gradimlrawal

of youth from the agrsector aresignificant changes that Indiades More land
cannot come into soybean farming because of thed@gnatic limitation where

soybean can be grown and the gover nmen

food crops (rice, wheat and sugtr)feed the population of 1.27 billion.
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