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Feature

Obama throws in the towel
S

In the climate change debate, Barack Obama has proven to be little different to
former President George Bush, with one notable exception — Obama gave people

hope. Now even that has vanished.

Given the huge wave of support that swept Barack Obama into the White House
almost two years ago, it seems incomprehensible that so much political capital has
been squandered by trying to run a legislative war on half a dozen fronts. Recently,
muddled priorities, changed tactics, and of course the BP oil spill have all sapped
the energy of a presidency that appears to have run out of steam, and in turn
contributed to the admission in late July that a cap-and-trade greenhouse gas
emissions bill would not find enough support from lawmakers before the November
mid-term elections take place. This acknowledgement by Democrats that their
much-treasured climate change law is effectively on its last legs risks sending an

ominous message to governments around the world — if the Americans are not able
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to pass the necessary legislation, why should they bother? As evidence
accumulates that the world’s climate is well and truly heating up, nothing short of a
miracle looks likely enough to get appropriate legislation signed into law while

Barack Obama is in office.

What has been particularly surprising about the procrastination of the long-debated
and much-delayed climate legislation in the Obama administration is that it flies in
the face of everything the former senator from lllinois advocated and stood for. Here
is @ man who conjured up rhetoric that would not have been out of place in Imperial
Rome, a man who convinced his party that he was determined to deliver on matters
of high principle, a man who moved the conscience of the nation and brought about

a wave of new hope with his ‘Yes we can’ charisma.

But the reality is a little less exciting. Supporters of climate change legislation in
Washington had been reassured that the outcome of the failed Copenhagen summit
last December was unfortunate, but that the US government would take it upon itself
to regroup and push ahead with the necessary legislation. This would have to be an
iterative process, taken step by step, supporters were told. Instead, what Congress
received was a set of watered-down legislative proposals, which over time have
become diluted even further. The sense of incredulity among Democrats at this non-
delivery of the climate change bill is palpable, while the joy of Republicans is
unrestrained. The former feel their President may be failing, because he has been
unable to get the legislation in place; the latter smell the blood of a wounded

politician who is limping on, on borrowed time.

One of Obama’s problems, of course, is that he promised everything to everyone,
and that when he was asked to deliver on those promises, he could not knock
enough heads together in Washington to bring his election pledges onto the statute
books. Even though Obama was wounded in his fight for healthcare reform, his
efforts to rekindle the US economy should have delivered enough political
momentum to carry him through on several legislative fronts. But an economy never
follows the timetable dictated by politicians. In spite of this, had Obama scored a
significant foreign policy victory, the mood in Washington might be a little rosier
today. Instead stalemate persists in the Middle East, while Afghanistan looks
increasingly like an economic albatross that will undermine the US economy for
years to come. Estimates now put the end-2010 cost of US involvement in the Iraq
and Afghan military campaigns at $3,250bn. Furthermore, the continuing efforts of
the US and its allies in the region have discredited the reputation of the US, proving

yet again that the country is incapable of winning a lengthy war by itself. When the
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final cost of these two wars is tallied — it will be at least $5,000bn — ordinary US

citizens will surely scratch their heads in disbelief.

In comparison with these failed diplomatic and military initiatives overseas, reaching
international agreement on climate change should have been a no-brainer. Most of
the world supports some form of climate change pact, and all it required in
Copenhagen was bold leadership on the part of the US. That failed to materialise
and it still appears to be absent from any thinking the White House demonstrates on
global warming. As the scientific data underpinning the climate change argument
continue to grow, it is now clear that the political debate behind it goes back to the
1960s (see news stories, Pages 8 and 9 of this report). Nevertheless, the increasing
weight of evidence in an increasingly complex scientific analysis of global warming

should have made Obama'’s job easier rather than more difficult.

RGGI CO, Allowance Auction Results
Auction Number Puantity offered | Quantity sold | Price Total ($m)

Auction 1 12,565,387 12,565,387 $3.07 $38.5m

Auction 2 31,505,898 31,505,898 $3.38 $106.5m

Auction 3 |Current 31,513,765 31,513,765 $3.51 $117.2m
Future 2,175,513 2,175,513 $3.05

Auction 4 |Current 30,887,620 30,887,620 $3.23 $104.2m
Future 2,172,540 2,172,540 $2.06

Auction 5 |Current 28,408,945 28,408,945 $2.19 $66.3m
Future 2,172,540 2,172,540 $1.87

Auction 6 |Current 28,591,698 28,591,698 $2.05 $61.6m
Future 2,172,540 1,599,000 $1.86

Auction 7 |Current 40,612,408 40,612,408 $2.07 $87.9m
Future 2,137,992 2,091,000 $1.86

Auction 8 |Current 40,685,585 40,685,585 $1.88 $80.4m
Future 2,137,993 2,137,993 $1.86

Source: VM Group, RGGI

Just like the days of George Bush, there is a lack of top-down leadership from
Washington on climate change, and it will be up to individual states to pursue their
legislative agendas in formulating cap-and-trade schemes and extending the scope
of the Regional Greenhouse Gas Initiative (RGGI), a scheme set up in 2003 by 10
North-eastern states to cut greenhouse gas emissions in their region. Although the
scale of RGGI remains relatively small, it has ambitions to extend its legislative remit
and to boost its financial firepower. In the absence of focused, dynamic leadership
from the White House, this is the only emissions’ reduction game in town right now.
But maybe this is what Obama has wanted all along? If other RGGI-style schemes
are developed, it is possible that the US will end up with a patchwork quilt-like set of

overlapping cap-and-trade schemes outside the political sphere of Washington.
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When these are backed up with national standards on air pollution dictated by the
US Environmental Protection Agency, something like a climate change policy will
have then emerged, almost without anyone noticing. In the meantime, Obama gave
assurances in late-July that he still wanted national climate change legislation, and
that he was still hopeful that the House of Representatives and the Senate would
hammer out a compromise bill that addresses the concerns of the scientific

community and which would attract some Republican support.

But this is no way to run a country. By dodging the necessary fight to win a Senate
version of the climate change bill, Obama has signalled that he is prepared to
abandon policies if there is too much opposition within his own party. This is a lethal
cocktail and it will have negative consequences during the next 12 months before
Obama sets out on the campaign trail again. But the damage has been done, and
there is no recovering from this evident lack of leadership. Looking at the US from a
political, economic and international perspective right now and in the absence of any
immediate breakthrough on climate change legislation, there would appear to be no

escaping the fact that Barack Obama is destined to become a one-term president.
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Climate
News

Aug 5: A 100-square mile ice island broke off from the Petermann Glacier in
Greenland, according to University of Delaware researchers.

Aug 4 : Earthquakes in London, a new play about climate change, opened at the
National Theatre in London.

July 30: Ghana will receive up to $75m from international donors to develop
forest strategies that slow carbon emissions, according to the International Union
for the Conservation of Nature.

July 30: Russian president Dmitri Medvedev said heat waves in his country
were a wake-up call to everyone about climate change.

July 29: UK carbon dioxide emissions fell 9.7% in 2009 due to the recession,
according to the UK Department of Energy and Climate Change.

July 23: Australian Prime Minister Julia Gillard said in a campaign speech that
action on climate change was urgent, but if re-elected she would wait until 2012
before introducing new legislation.

July 19: An Antarctic cold snap in the Southern Cone killed more than 100
people and thousands of cattle.

July 19: US Energy Secretary Steven Chu ordered all new roofs on Department
of Energy buildings to be either white or reflective.

July 15: The UK, France and Germany launched a new political drive to cut EU
greenhouse gas emissions by 30% by 2020, compared with the current pan-
European target of 20%.

July 14: The European Union agreed new rules for auctioning carbon permits in
its Emissions Trading Scheme from 2013.

Outlook

As Australian politicians are learning, climate cha nge policies are difficult to
sell to a public that doesn’t understand the scienc e and is more interested in
job creation. Barack Obama has already made this co  ntentious leap into the
unknown and is prepared to leave the horse-trading to Congress, neatly
underlining the division of powers in the US. Nevert heless, those regions with
climate change and cap-and-trade legislation alread vy in place (i.e. Europe),
should be grateful they don't have to jump through the hoops that Australian
and American politicians must face. Meanwhile, thin trading volume, linked to
the seasonal holiday period in Europe, resulted in s mall rises in the price of
benchmark EU December delivery carbon allowances. By early August, prices
were above €14 ($18.60) and looked likely to remain in this comfort zone for
most of the month. September will be more robust, wi th greater trading
volume and price movements as economic data confirm that the recovery

finds its second wind in some European countries.

WORLD AGRONOMY | August 2010 | 7



8 | WORLD AGRONOMY | August 2010

Analysis
" # $

As record heat waves hit parts of North America and Asia, the US National Oceanic
and Atmospheric Administration (NOAA) threw down the gauntlet to climate change
sceptics in late July by asserting in a new study that all significant indicators point to
global warming. The NOAA study, The State of the Climate, examined 11 climate
indicators and found that each one is a sign of warmer climate temperatures as a
result of greenhouse gases. Seven indicators were rising, these included: air
temperatures over land, sea-surface temperatures, marine air temperatures, sea
level, ocean heat, humidity, and tropospheric temperatures. A further four indicators,
also showing evidence of global warming, were falling and these are: Arctic sea ice,
glaciers, spring snow cover in the northern hemisphere, and stratospheric
temperatures. The report comes on the heels of the publication by NOAA of data
showing that worldwide average land surface temperatures were the warmest on
record for the month of June and for the April-June period, and the second warmest

on record (after 2007) for the first half of the year.

Temperature Anomalies, June 2010

(with respect to a 1961-1990 base period)

Source: VM Group, NOAA/NESDIS/National Climate Data Center

The NOAA findings also show that, while global sea surface temperatures ranked as
the fourth-warmest on record, the combination of land and sea anomalies pushed
June 2010 into the top hot spot, demoting June 2005 as the previously warmest
June on record. The record-breaking combined global land and ocean average
surface temperature for June 2010 was 61.1F (16.2° C), which is 1.22F (0.68C)
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above the 20" century average of 59.9F (15.5C). NOAA observed that warmer-
than-average conditions dominated the globe, with the highest temperatures being
recorded in Peru, the central and eastern contiguous US, and eastern and western
Asia. Cooler-than-average regions included Scandinavia, southern China and the
North-western contiguous US. Temperatures further north were also playing havoc
with Arctic weather conditions. Ice cover in the Arctic averaged 4.2m square miles
(10.9m/km2) during June. This is 10.6% below the 1979-2000 average extent and
the lowest June extent since records began in 1979. This was also the 19"
consecutive June with below average Arctic sea ice extent. Global precipitation was
also more erratic in June, according to the NOAA report. While China had near-
average precipitation overall, the Guizhou, Fujian and Qinghai regions had above-
average rainfall during June 2010, resulting in the second wettest June since
national records began in 1951. The Beijing Climate Center reported that the
province of Jiangsu had its driest June on record, while Shanxi had its second driest
on record. Elsewhere, Australia had its fourth-driest June on record, and the UK Met
Office reported that the first six months of 2010 were the driest in the UK since 1929.
The average UK rainfall measured during January-June 2010 was 14.3 inches
(362.5 mm) compared with the long-term January-June average of 20.1 inches
(511.7 mm).

% &$

Publication of documents from the Nixon era warning about climate change has
triggered a new round of controversy among opposing camps in the global warming
debate. A letter written by Democrat advisor Patrick Moynihan in September 1969 to
Nixon counsel John Ehrlichman warned the administration that it was “pretty clearly
agreed” carbon dioxide content would rise 25% by 2000 and that this could
“increase the average temperature near the earth’s surface by 7 degrees
Fahrenheit.” Moynihan then added: “This in turn could raise the level of the sea by
10 feet. Goodbye New York. Goodbye Washington, for that matter.” Moynihan urged
the government to take action: “I would think this is a subject that the Administration
ought to get involved with. It is a natural for Nato. Perhaps the first order of business
is to begin a worldwide monitoring system. At present, | believe only the United
States is doing any serious monitoring, and we have only one or two stations.”
Moynihan told Ehrlichman that the climate warning had already been flagged up by
the previous Johnson administration in a 1965 scientific report. In response, Hubert
Heffner, deputy director of the administration's Office of Science and Technology,
told Moynihan that the issue would be studied but noted: “The more | get into this,
the more | find two classes of doomsayers with, of course, the silent majority in
between,” he said. “One group says we will turn into snow-tripping mastodons

because of the atmospheric dust and the other says we will have to grow gills to
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survive the increased ocean level due to the temperature rise.” The Moynihan
document has been dismissed as irrelevant by those who deny that climate change
exists, while climate activists feel vindicated, arguing that this scientific phenomenon

has been well known in government circles for more than 40 years.

& $ "%
Persistent climate change could trigger a mass migration into the US by Mexican
nationals, as crop yields and agricultural output collapses in Mexico, warns a new
study published in late June in the Proceedings of the National Academy of
Sciences. The study, Linkages among climate change, crop yields and Mexico-US
cross-border migration, estimates that between 1.4m and 6.7m Mexicans could
arrive in the US in the next 70 years, a figure which amounts to about 10% of the
current working adult population in Mexico. Although these figures may appear
daunting and could prove to be the worst nightmare for both conservative politicians
and for those who deny climate change exists, they are miniscule in terms of the
projected population increase that is expected in the US during the rest of this
century. The US Census Bureau estimates that the current 309m population of the

US will grow to more than 877m by 2080 and will exceed 1bn a decade later.
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Water
News

July 26: Six hundred protestors lobbied the Egyptian Irrigation Ministry in Cairo
over water shortages in Minya.

July 20: Researchers at a Ouagadougou conference warned about the loss of
native drought- and disease-resistant livestock species in Africa.

July 14: The US Environmental Protection Agency launched a competition, with
four families vying to see who could save the most water.

July 13: The number of computer-aided smart water meters will rise from 5.2m
in 2009 to 32m by 2016, according to Pike Research.

July 8: The World Bank approved $6.8m in funding for a rural land and water
management scheme in Nigeria.

July 6: The World Bank authorised two loans worth a combined $260m for
flood control projects in Yunnan, China.

July 1: Nineteen Arab states were suffering from alarming water shortages,
according to Jordanian Minister of Water, Mohammad Al Najjar.

Analysis
($ & )

An acute water shortage in Thailand has prompted the Agriculture Ministry to ask
farmers to delay planting of the 2010-11 main rice crop by one month. The ministry
had earlier hoped that planting, especially in irrigated regions like the Central Plains
and the lower North, could commence by mid-July, but the impact of this year’s
drought continues to be felt across the country. Water levels are as low as 13% of
capacity in Thailand’s large and medium-sized dams and reservoirs. The request to
delay the main planting follows an earlier warning to farmers to forget about planting
second rice crops this year. Poor irrigation and a late start to planting are likely to
reduce total Thai rice production to 9.58 Mt from an earlier government forecast of
10.52 Mt. The Agriculture Ministry is nevertheless optimistic that Thai rice exports
will be largely unaffected and will amount to between 8 Mt-8.5 Mt this year. The
problems with the rice crop come at a time when Thailand is facing stiff competition
from Vietnam for Asian rice markets. Exports of Thai jasmine rice, which at about
$900/t is $350/t more expensive than the Vietnamese equivalent, fell by more than
30% in H1 2010.

# #

Water shortages can be expected in 14 US states by the middle of this century,
according to estimates prepared by the New York-based environmental advocacy

group Natural Resources Defense Council (NRDC). The Great Plains and
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Southwest US were identified as being at extreme risk while parts of Arizona,
Arkansas, California, Colorado, Florida, Idaho, Kansas, Mississippi, Montana,
Nebraska, Nevada, New Mexico, Oklahoma, and Texas were deemed to be high
risk areas. The late-July report, Climate Change, Water, and Risk, forecasts that
more than one-third of all counties in the US will face water shortages by 2050. The
value of crops in the areas considered at risk by the report exceeded $105bn in
2007.

Water Supply Sustainability Index (2050) with clima  te change impacts

Source: VM Group, NRDC

Dan Lashof, director of the Climate Center at NRDC, said: “This analysis shows
climate change will take a serious toll on water supplies throughout the country.
Water shortages can strangle economic development and agricultural production,
and affect communities. As a result, cities and states will bear real and significant
costs if Congress fails to take the steps necessary to slow down and reverse the
warming trend.” The report notes that estimated water withdrawal as a percentage of
available precipitation is generally less than 5% for the majority of the eastern US,
and less than 30% for the majority of the western US. But in some arid regions (such
as Texas, the Southwest, and California) and agricultural areas, water withdrawal is
greater than 100% of the available precipitation. In other words, water demand

already exceeds supply in some areas.
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Land
News

Aug 9: The World Bank warned in a draft report against an accelerating land
grab of agricultural land in Africa and Asia.

Aug 4: US farmland values rose 1.4% in 2009, according to the USDA.

Aug 3: Ecuador pledged not to drill for oil in the Yasuni National Park rainforest
reserve in return for up to $3.6bn from a UN-administered trust fund.

July 24: Farmland prices in Gloucestershire, South-west England, hit an
average of £9,000/acre ($14,000) compared with a UK national average
of £5,769/acre, according to estate agents Knight Frank.

July 21: Ukraine's Agriculture Ministry again cut its grain harvest estimate for
2010 to 42.1 Mt from 43Mt. An earlier forecast had been 45.5Mt.

July 20: The US Forest Service awarded the state of Washington a $1m grant
to study biomass supply in its forests.

July 12: Protestors destroyed two experimental GM maize trials planted by
Syngenta in Spain.

Analysis
&

Total crop acreage in the US continued to fall, with 2010 plantings down 400,000
acres to 318.9m, according to the latest USDA acreage survey. This decline follows
a 5.7m acre drop between 2008-2009 and compares with an average of 327m acres
planted throughout the 1990s. Despite the overall reduction in active crop acreage,
the corn-planted area is up 2% to an estimated 87.9m acres, with the largest
increase in planted acreage in lllinois and Kansas, both of which showed a 600,000
acre increase over 2009. The largest drop in planted corn acreage has occurred in
lowa, down 400,000 acres, while both Nebraska and South Dakota are down
350,000 acres from the previous year. Soybean planted areas are also estimated to
be 2% higher this year at 78.9m acres, while wheat planted areas are estimated to
be 8% lower at 54.3m acres compared with 2009. A strong rise in international
cotton prices have encouraged cotton growers to expand aggressively this year, with
a 19% jump in total cotton planting to 10.9m acres. In Alabama, California,
Mississippi, North Carolina, South Carolina, and Tennessee, acreage planted with
cotton have increased by more than 30%, with California experiencing the largest

percentage gain, with a 76% increase.
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Just as American farmers were cutting back on the amount of land given over to
crops, the USDA revealed that more agricultural land in the US has passed into the
hands of foreign investors. Foreign ownership of land in the US increased by about
2% last year to a total of 22.2m acres, with the Canadians still the largest holders
(7.7m acres, or 34%) of US agricultural and non-agricultural land. Although the size
of Canadian land holdings in the US has held steady, the next largest group — the
Dutch — have scaled back their holdings from 18% of the total to 17%. UK and
German holdings were unchanged at 7% and 6%, respectively. Forest acreage is
still the main attraction for foreign investors and represents 59% of total land held by
non-US owners, followed by pasture/other agricultural land (27%) and cropland
(14%). The state of Maine continues to be a particularly attractive location for
foreigners, with 2.82m acres (or 15.7%) of the total private agricultural land in the
state owned by overseas investors. Other states with large foreign holdings are
Hawaii (8.8% of all private farmland), Washington (7.6%), Nevada (5.2%) and
Alabama (5.1%).
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Improved satellite surveillance of the Amazon rainforest has led to a sharp fall in

deforestation, according to the Brazilian environment agency Ibama. The loss of

forest area in the past year is estimated to be between 5,000km2-6,000km2,

compared with 7,500km? last year and a peak of 27,000km? recorded in 2004.
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Ibama now uses data from fortnightly rather than monthly satellite sweeps, allowing
it to respond faster to illegal logging activity. Improved infrared imaging also means
that loggers can now be detected under cloud cover. The Brazilian agency has also
altered its tactics in dealing with illegal loggers on the ground, preferring to seize
equipment and block their access to government credit, rather than issue fines
which are largely ignored by the loggers. Other factors in the drop of illegal logging
have been a fall in demand for beef, and the rise of the Brazilian real against the US
dollar, which has made Brazilian agricultural exports more expensive in world
markets. It is possible that logging will increase again when the current economic
recession ends in Brazil's leading export markets. There is some hope, however,
that the decline in illegal logging is part of a longer-term trend. This view was
supported by a report published in mid-July by the London-based international policy
organisation Chatham House. The report, lllegal Logging and Related Trade,
estimates that illegal logging in rainforests in Cameroon, Indonesia and Brazil fell by
between 50% and 75% in the past decade. As supply has dropped, imports of
illegally sourced wood to seven consumer and processing countries fell 30% from a
2004 peak. Sam Lawson, lead author of the report, noted: “Up to a billion of the
world’s poorest people are dependent on forests, and a reduction in illegal logging
helps protect their livelihoods.” Imports of illegally logged timber by the US, the UK,
Japan, France and the Netherlands in 2000 exceeded 20m m®. By 2008, these

imports had fallen to 17m m®.

, $ & - $

Deforestation and environmental degradation are the main factors behind an annual
loss of 150,000 hectares (1,500km2) of Peruvian rainforest each year, according to a
damning report published in late July by the country’s ombudsman office, Defensoria
del Pueblo. Former prime minister and current head of the office, Beatriz Merino,
described the losses as “absolutely unacceptable” and called for more resources —
such as serviceable pickup trucks and small river boats — to be given to government
officials to monitor the 68m hectares of the Peruvian rainforest. Peru is home to the
fourth largest tropical rainforest after Brazil, Congo and Indonesia and has
historically experienced relatively slow rates of deforestation. These rates have
increased in recent years as indigenous communities expand their logging and
farming activities. Last year the Japanese government agreed to give Peru a low-

interest 40-year $120m loan to establish permanent forest reserves.
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Biofuels
News

Aug 4: UK power generator Drax delayed until 2011 a decision to build a
biomass power plant, citing uncertainty over long-term UK government guarantees
for the plant.

Aug 3: Malaysian biodiesel exports will fill the gap caused by the EU imposing
duties on US-originated biodiesel or re-exports, a USDA report said.

Aug 2: US ethanol production hit a record 846,000 b/d in May, according to the
US Energy Information Administration, while the US Renewable Fuels Association
estimated ethanol consumption in the month hit 847,000 b/d.

June 28: The US Department of Energy announced $24m in funding for algae-
based biofuels research.

July 22: The UN Food and Agriculture Organization warned African nations
against over-reliance on jatropha as a fuel crop.

July 16: Real Ventures, a local energy start-up company, announced plans to
build a £130m ($203m) biomass plant on the Isle of Wight in the UK.

July 14: The European Union and Brazil signed a pact with Mozambique to
develop biofuels and bio-electricity projects.

July 9: Snowflake White Mountain Power, the sole biomass producer in
Arizona, filed for Chapter 11 bankruptcy protection after the cancellation of a power
contract.

July 8: The US Department of Energy gave grants worth $3m to three partially
completed biomass projects in Oregon.

July 7: UK food retailer Waitrose submitted a planning application to power a
new supermarket on the Isle of Wight using biomass generation.

July 2: Portuguese renewable energy group Martifer abandoned a 107MW
hybrid biomass-solar power joint venture with California’s PG&E utility, following
protracted planning delays.

Analysis
% & $ & /01

In the middle of the recent Gulf of Mexico oil spill disaster, BP showed it was still
capable of pulling off the odd coup in the biofuels industry. For the relatively small
sum of $98.3m, the British multinational oil company announced a deal on 15 July to
buy the cellulosic biofuels business of US speciality enzyme group Verenium. Under
the agreement, BP acquires Verenium’s cellulosic biofuels operations, including
facilities in Jennings, Louisiana and in San Diego, California. However, it's not a
complete clearance sale for Verenium, which will retain its commercial enzyme
business, including its biofuels enzymes products; it will also have the right to
develop its own lignocellulosic enzyme programme. Verenium will retain select

research and development capabilities, as well as rights to access certain biofuels
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$ 6 3 *$$ technology developed by BP using the technology it is acquiring from Verenium
through the deal.

Any dedicated ethanol pipeline linking the US cornbelt with the East Coast would not
be economically feasible unless there were higher legal mandates for ethanol blends
in US gasoline, as well as substantial government support for the project, a US
Department of Energy (DOE) study has concluded. The DOE assessment judged
that a $4.25bn pipeline would need to carry a throughput of 4.1bn gallons of ethanol

annually, but current East Coast demand is just 2.8bn gallons/year. US ethanol

producers have been lobbying for an increase in the ethanol blend rate from its
Source: VM Group . .
current 10% to 15%. The US Environmental Protection Agency has deferred any

By increase in the rate, with some environmental groups arguing that even an interim
12.5% rate would result in more air pollution and damage to engines. Nevertheless,
the DOE concluded that greenhouse gas emissions and air pollution would be
reduced by the use of an ethanol pipeline instead of relying on rail, truck and barge

/_/\/\/\-/ deliveries. “Faster product delivery cycles, more reliable delivery schedules, and
increased safety will enhance the flexibility to accommodate any significant

expansions in ethanol production and demand in the future,” the DOE said.

3! 4 5" &$

w w w For anyone trying to figure out what is happening to the second generation of
30-Jun-10 14-Jul-10 28-Jul-10

biofuels, the International Energy Agency published in late July a 126-page study on

Source: VM Group the state of 66 demonstration plants around the world. The free report, appropriately
called Status of 2nd Generation Biofuels Demonstration Facilities in June 2010, lists
information such as project owner, location, technology, raw material, capacity,

partners, funding, development status and start-up year.
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Input costs
News

July 28: California Governor Arnold Schwarzenegger vetoed a state bill
requiring farmers to pay field workers overtime rates after working 40 hours in a
week.

July 28: The European Commission approved six types of genetically modified
maize for animal feed for use within the EU.

July 22: Farm accidents in Australia cost the economy A$1bn (US$903m)
annually, according to the Australian Centre for Agricultural Health and Safety.

July 16: Norwegian fertiliser group Yara reported strong 2Q results on
improved margins and forecast a firm start to the fertiliser season in Europe.

July 13: The Slovak State Veterinary Administration confirmed an outbreak of
anthrax in a 120-head cattle herd in Eastern Slovakia.

July 9: The UN Food and Agriculture Organization opened free access to its
statistical database covering world food production, trade and supply.

June 30: The inaugural meeting of the Virtual Fertilizer Research Center was
held in Washington, D.C.

Outlook

Buoyed by firmer grain prices, fertiliser prices ga ined ground during July with
Black Sea ammonia putting on about 10% to $300/tonne  with expectations of
further strong gains in US Gulf prices throughout Au gust. The story was the
same with urea Gulf prices close to $280/t in late  July while diammonium
phosphate started its traditional seasonal upward m ovement with September
quotations of $445/t. Resistance in Europe to highe  r potash prices might
remain during August but will inevitably fade away as prices stay above
$500/t. Better late than never. Meanwhile, the day s of cheap Chinese labour
appear to be over as the country’s international co mpanies usher in minimum
wage increases of between 25%-30% while local munic ipalities face pay
inflation of between 5%-25%. Some say that thisisj ust a catch-up phase as
China moves up the value chain and that the impact on overseas markets will
be limited due to lower distribution costs, notably in the form of a collapse in

world shipping rates.

Analysis
' & /56- &

Leading agricultural biotechnology group Monsanto was fined a record $2.5m by the

US Environmental Protection Agency (EPA) in early July for selling misbranded

pesticides over a six-year period in Texas. The Missouri-based advocate of
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genetically modified crops disclosed to the EPA that it had distributed misbranded
Bollgard and Bollgard Il cotton seed to customers in 10 counties in Texas where the
EPA had restricted its planting. This is the largest civil administrative penalty ordered
under the Federal Insecticide, Fungicide and Rodenticide Act. Monsanto, which was
required to control the sale and distribution of the cotton seed by including
information on the planting restrictions in its labelling and grower guides, admitted
that it had sold the cotton products more than 1,700 times without including the
planting restrictions in its guides. The offences took place between 2002-2007.
Monsanto subsequently included the required information for the Bollgard and
Bollgard Il products in its grower guides and the EPA lifted the planting restrictions in
the 10 Texan counties in September 2008, after Monsanto applied for a change in
the registration of Bollgard Il. Cynthia Giles, assistant administrator for the EPA’s
Office of Enforcement and Compliance Assurance, said that if companies violate the
law by distributing misbranded pesticides, the EPA would take action. “The
regulated community should understand that we take these violations seriously, and

the public will accept nothing less than compliance,” she said.

9% # & 4 %

The US Department of Agriculture will soon be gearing up for its next Census of
Agriculture, an exercise carried out every five years to provide a snapshot of farm
size, income and the people who operate them. The census represents a uniform
source of agricultural data for every state and county in the country and reflects the
changing social and economic fortunes of US farmers. The last census, conducted
in 2007, showed there were 2.2m farms in the US, a net increase of 75,000 over the
previous census, and that new farms tended to have more diversified production,
fewer acres, lower sales and younger operators who also work off-farm. One of the
significant findings of the last survey was that the costs of fertilisers, seeds, animal
feed and fuel all rose as a percentage of total farm expenses during the 2002-2007
period, but that some of this rise was offset by falls in the amount farmers spent on
chemicals, livestock purchases, utilities, repairs and maintenance, labour, machinery

rental and interest charges.

The 2007 survey showed that the bulk of American farms, numbering 347,000,
planted corn, followed by soybeans (279,000 farms) and wheat (160,000 farms).
The total amount of US farmland in 2007 was 922m acres, with corn accounting for
259m acres or about 28% of the total. The total land growing wheat was 236m acres

(25.6%), while soybeans accounted for a further 204m acres (22%). Although the
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US Farm production expenses (2007 and 2002)
2007 ($bn) | % of total 002 ($bn) [% of total

Total farm production 2411 173.2
expenses
Fertilizers 18.1 7.5 9.7 5.6
Chemicals 10 4.2 7.6 4.4
Seeds, plants etc 11.7 4.9 7.5 4.4
Livestock/poultry 38 15.8 27.4 15.8
purchased
Breeding livestock 3.6 15 2 12
purchased
Other livestock 34.4 143 254 14.7
purchased
Feed purchased 49 20.4 31.7 18.3
Gasoline and fuels 12.9 54 6.7 3.9
Utilities 5.9 25 4.9 2.8
Repairs/maintenance 15.9 6.6 13.4 7.7
Hired farm labour 219 9.1 185 10.7
Contract labour 4.5 1.9 34 2
Cash rent for 133 55 9 5.2
land/grazing fees
Rent for machinery 14 0.6 15 0.8
Interest charges 10.9 4.5 9.6 55
&

average size of a US farm is just 418 acres, this rises substantially among growers
of sorghum (1,800 acres) and wheat (1,460 acres). The average age of a principal
farm operator is 57, but this tends to be lower among corn farmers (55 years). There
are also more women running farms than in the past, with 30% of farm holdings
being run by female principal operators. According to the USDA: “The majority of US
farms are smaller operations. More than 36% are classified as residential/lifestyle
farms, with sales of less than $250,000 and operators with a primary occupation
other than farming. Another 21% are retirement farms, which have sales of less than
$250,000 and operators who reported they are retired.” The USDA also noted that
the role of the Internet is increasing in farm life, with 57% of farms having Internet
access, compared with 50% in 2002. The average number of farmers with high-
speed Internet access was about 33% in 2007, but higher among growers of
sorghum (45%) and wheat (41%). There was also a strong correlation between
Internet use and farm income. Government payments to farmers averaged $9,500
across the country but the average was substantially higher for farmers growing
sorghum ($27,700) and wheat ($19,200).
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How much is an agronomist worth?

Specialist professions always command high salaries, but the latest survey by the
American Society of Agronomy shows just how much financial compensation
agricultural researchers might expect in the current economic climate. Based on
responses from 2,000 agronomy professionals and published in July, the report
shows that an agronomist in Canada has an average annual income of US$67,000
(base salary, plus incentive/bonus) while a soil scientist in the US could expect to
earn $70,000. Meanwhile a US research scientist with 11 years’ experience earns
on average of $89,000 while the basic salary of a professor of agronomy in the US is

just over $108,000 a year.
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19,150 News
19,100
19.050 Aug 2: The European Investment Bank approved a €220m ($290m) loan to
19’000 John Deere to carry out research and development at its agricultural plants in
' Germany and France.
18,950
18.900 July 22: US-based Capital Research & Management said it paid $1.63bn for a
18'850 1.24% stake in Agricultural Bank of China on its debut.
18,800 July 21: The Brazilian central bank raised the Selic overnight bank rate by 0.5%
0,
18,750 to 10.75%.
18,700 ‘ July 20: UK agriculture minister Jim Paice said the country’s Rural Payments

01-Jun-10  29-Jun-10  27-Jul-10 Agency, which delivers £2.3bn ($3.6bn) in Common Agricultural Policy payments a
year, needed a radical overhaul.

Source: VM Group
July 19: Russian GDP grew 4.2% in H1 2010, according to the Russian

Ministry of Economic Development.

/2=;.+ 2 <
July 16: The European Commission claimed back €223m in CAP payments
from the UK because of non-compliance with EU rules.

July 13: First-half net profits for the newly-listed Agricultural Bank of China rose
40% to 46bn yuan ($6.8bn).

July 4: Singapore-based Wilmar agreed to pay Australian group CSR A$1.75bn
(US$1.58bn) for its Sucrogen sugar and renewable energy unit.

July 1: The European Commission approved a €30m programme to promote
agricultural products within the EU.

Outlook

If the relatively sluggish pace of the currency mar kets in July and August is
Source: VM Grou
P anything to go by, speculators appear to have taken their hard-earned gains

/9. 9% < and are enjoying some much needed yacht time. Despi  te their best efforts, the
euro has not collapsed into a pile of junk national currencies, but this may

6.89 prove to be a lull ahead of the forthcoming storm. September may yet be
6.84 remembered as another whirlwind of turmoil that mad e long-term investment
6.79 W‘\'\/\N’\ decisions virtually impossible to formulate. Volati lity in agrimarkets this year
6.74 has escalated as much from policy gaffs as from mor e mundane things like
6.69 droughts and floods. Hold tight for the coming hurr icane.
6.64
6.59 Analysis
6.051{Jl‘m—10 29-Jun-10 27-3u|—10 * !$ $

Australian grain handler Grain Corp has become the country’s leading wheat
Source: VM Group

exporter following an agreement at the end of July to buy the loss-making

Melbourne-based grain company AWB in an all-share transaction worth A$803m
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(US$726m). AWB, which reported a first-half loss of A$64.8m in May, has been
rebuilding its reputation following its involvement in the discredited Iragi oil-for-food
programme. In the wake of a government investigation that determined that AWB
paid bribes to Iraqi officials, AWB was stripped of its monopoly to export Australian
wheat. The removal of the monopoly has since triggered a consolidation of the
Australian grains industry, with leading Canadian grain handler Viterra buying
Australia’s ABB Grain in May 2009 for A$1.6bn.

2( &
The European Bank for Reconstruction and Development (EBRD) took a further
step in consolidating the Southeast European food and beverage industry in late
July when it announced plans to buy an 8.5% stake in Atlantic Grupa. The purchase
is part of a €57.5m ($74.8m) financing package for the Croatian food company to
acquire the Slovenian Droga Kolinska food group. Atlantic agreed to pay the parent
company Istrabenz €382m for its food subsidiary, which has a portfolio of well-
established brands in the coffee, snacks, soft drinks and baby food markets. Droga
Kolinska has operating divisions in seven countries and 14 production facilities
throughout South-eastern Europe. The EBRD noted that Altantic Grupa had a

successful track record of integrating previous acquisitions.
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Specialty markets
News

July 30: Kenya black tea output rose 61% in the year to May, according to the
Kenya National Bureau of Statistics.

July 27: World pulp stocks fell in June to 25 days' supply from the 29 days
recorded a year earlier, according to the Pulp and Paper Products Council.

July 27: Wholesale vegetable prices in China jumped by up to 30% in H1 2010,
according to the Yasheng food and chemicals group.

July 21: US farmers lobbied Congress for an extension of specialty crop and
organic food programs in the 2012 Farm Bill.

July 20: Land used for organic farming in Europe jumped from 4.3m hectares in
2000 to 7.6m hectares in 2008, according to the European Commission.

July 16: Russian sugar output could fall below 4 Mt this year due to the severe
drought in the country, according to the Institute of Agriculture.

July 16: Canadian papermaker Domtar agreed a C$40m (US$38.8m) joint
venture with FP Innovations to build a commercial-scale nanocrystalline cellulose
plant in Quebec.

July 14: A US/Australian report found 69% of imported extra virgin olive oil
samples failed to meet recognised international standards for the oil.

July 14 : Russia plans to boost poultry exports to 400,000t/year by 2020,
according to the Ministry of Agriculture.

July 13: Ukraine sugar beet output in 2010 is expected to surge 70% to 17 Mt,
according to the Ministry of Agrarian Policy.

July 8: China and British Columbia signed a trade pact allowing for year-round
exports of logs to two Chinese ports.

July 6: Indonesian palm oil group Golden Agri rebutted allegations of
unsustainable deforestation made by Greenpeace.

July 1: The European Commission reported that the price of butter in the EU27
had jumped 52% to €3,362/tonne ($4,381) in June from the same period in 2009.

June 29: The wholesale value of US floriculture production dropped 7% to
$3.83bn in 2009, according to the USDA.

Analysis
& #

Attempts to reach a compromise on organic wine standards in Europe collapsed in
early July, when the European Commission unexpectedly withdrew a bill prior to a
vote. The Agriculture Commission had proposed legislation on reduced sulphite
levels that organic wine producers were willing to accept, but which ran into
opposition from major producers in France, Germany and Austria. The proposed
sulphite concentration would have been 100mg/litre for red wine and 150mg/litre for

white wine, levels that are 50mg/litre lower than current standards for non-organic
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wine. EU Commissioner for Agriculture & Rural Development Dacian Ciolos said: “It
is clear that conditions for such new rules are not right in a majority of member
states. | am not willing to compromise on organic standards because it sends the
wrong signal to consumers on the importance we attach to quality policy.” Producers
in Italy indicated they would lobby their own government to pursue a new bill in

Brussels.

$ % & $&$

Grapes, apples and strawberries remain the most important non-citrus fruit sectors
of the American economy, with an annual production value of about $8bn. The latest
summary of the non-citrus industry, published by the USDA in early July, shows that
the value of US grape output rose to $3.68bn in 2009 from $3.34bn the previous
year. Apple production was valued at $2.24bn, slightly ahead of last year but still
substantially down on the $2.6bn recorded in 2007. Meanwhile, the value of national
strawberry production pushed past the $2bn level for the first time with a rise of 11%
to $2.12bn. Total non-citrus production, embracing every thing from apricots to
plums, amounted to $11.79bn, a rise of 4.6% on 2008 (see USDA chart below). In
the nut sector, shelled California almonds still represented the lion’s share of
production value, accounting for $2.29bn of the nut industry’s $4.15bn turnover.
Strong gains were also made by pecan producers, with total production value up
60% to $417m. Walnut producers also had a good year with turnover up 32% to
$738m.

Value of utilised production, non-citrus fruits ($b n)
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Source: VM Group, USDA
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Joining the ranks of Melton Mowbray Pork Pies in the UK and Lubecker Marzipan in
Germany are two new Polish foodstuffs — “Fasola korczy ska” beans and “Midd
kurpiowski” honey — both of which received name protection from the European
Commission in mid-July. Both Polish products have been granted protected
geographical indications (PGI) status, which is applied to agricultural products or
foodstuffs closely linked to a geographical area and which include at least one stage
of production, processing or preparation within that area. The two new names are
added to the list of 958 product names already protected under EU legislation. Of
these, the bulk of them belong to France, Spain, Portugal, Italy and Greece,
although relatively recent EU members such as Slovakia have four PGIs already.
The further north one travels, the number of registered product names drop off
dramatically, with Sweden holding name protection for just four types of cheese,
meat, and bakery products. During July, Italy received EU protection for a further
three agricultural products — varieties of peach, wheat and aubergine. Some
countries outside the EU such as Canada, Australia and South Africa have reached
bi-lateral agreement with the EU for a measure of protection for their wines while

Columbian coffee has had a protected designation of origin status since 2007.

$ # &

The European Union launched its new organic food

logo at the start of July, which updates and replaces

the original 1990s logo; the new design is compulsory

for organic pre-packaged food produced within the EU.

Some guidance will be necessary on what actually

constitutes an organic classification. For example, organic salmon can carry the
logo, but sardines in organic olive oil cannot. Wine produced from organic grapes
and wool from organically reared sheep are not eligible items, but soup made from
organic vegetables will have to carry the new design. The new logo was the subject
of a competition, which attracted 3,400 submissions from European arts and design
students. In a subsequent online ballot organised by the EU Agriculture
Commission, the clear winner was the “Euro-leaf’ concept (above), an entry
designed by German student DuSan Milenkovi , which received 63% of the 129,000
online votes cast in the competition. Milenkovi will receive a prize of €6,000

($7,800) while two runners-up receive €3,500 and €2,500, respectively.

The buoyant Beijing property market has boosted the demand for timber imports,

according to the Chinese Customs Tariff Commission. Although the main type of
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timber traded remains the domestic Northeast conifer, imports of Scots pine from
Russia and radiate pine from both New Zealand and Australia have picked up.
Demand for industrial hardwood has triggered sharp price increases, with sapelli
sawn wood prices hitting 7,100 yuan/m3 (%$1,050) while Myanmar teak prices
exceeded 16,000 yuan/ma. Prices for European and North American hardwoods
such as beech, oak, maple and walnut have also risen, but at a slower pace. The
price rises reflect tighter regulation of the Chinese wood distribution and
transportation network, as well as an official 20% increase in the minimum wage in
18 provinces. China removed import tariffs on many wood products such as logs,
sawn wood, fuel wood and wood chips from less developed countries several years
ago, and from 1 July it also dropped tariffs on plywood (which had been 15%), paper

products (20%) and furniture (22%) from these countries.

QUICK VIEW: Hower Auctions

A WEAKER euro has translated into a 7% increase in the
value of exports of flowers and plants from the Netherlands
in the first half of 2010 to €2.9bn ($3.7bn).

Top 10 Flower Auctio ns by turnover

Company Country 2009 ($m)

FloraHolland Netherlands 4,930
Landgard Germany 2,079
Ota Floriculture Japan 315
Flow er Auction Japan Japan 234
Plantion Netherlands 123
Veiling Holambra Brazil 95
Taipei Flow ers Auction Taiw an 52
Marche aux Fleurs d'Hyeres France 49
United Flow er Grow ers Canada 47
Euroveiling Brussels Belgium 40

Source: VM Group, Figures based on end-July exchange rates
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Policy
News

Aug 5: Russia imposed a 4% month ban from August 15 on the export of grain
following severe drought in the country.

Aug 3: The UK Food Standards Agency confirmed that meat from cloned animals
had entered the UK food chain.

July 28: The United Nations voted 122-0 in favour of a resolution making access
to water a basic human right. Among the 41 countries that abstained were the US,
Canada and the UK.

July 28: The Spanish region of Catalonia banned bullfighting.

July 26: Improved disease prevention in animal health could save billions of
dollars, the UN Food and Agriculture Organization said.

July 22: Non-EU dairy and meat products accounted for 59% of illegal food
produce seized the UK Border Agency last year.

July 16: Venezuelan state oil company PDVSA announced a 70:30 joint venture
with Chinese state-owned Heilongjiang Xinliang Grains & Oils to develop
agricultural projects in the Orinoco Belt.

July 15: The European Commission launched a tender for a €250,000 ($325,000)
study on organic farming within Europe.

July 1: The International Monetary Fund and the World Bank announced $12.3bn
in debt relief for the Democratic Republic of the Congo.

4

When US medical practitioners petitioned Congress in mid-July to introduce
legislation banning the non-therapeutic use of antibiotics in animal production, it
added weight to the belief that there is a growing market in US hospitals for
antibiotic-free meat products. Hospital administrators in the US spend $9.6bn
annually on food and drink, according to the Association for Healthcare Foodservice,
and many hospitals are now using this purchasing firepower to force suppliers to
change the nature of their products. Antibiotics are routinely added to livestock and
poultry feed to promote faster growth and to offset unhygienic breeding conditions,
but these same antibiotics are now seen as a source of concern for human health.
The US Center for Disease Control and Prevention estimates that as many as
60,000 Americans die each year from antibiotic-resistant infections. Meanwhile,
medical experts put the annual cost of multiple drug treatments, extra days spent in
hospital waiting for a different set of antibiotics to work on a patient, and the loss of
productivity to the economy at $30bn. The medical lobbyists want the US to follow
the example of Denmark, which effectively ended the use of antibiotics for routine

disease prevention and growth enhancement in its poultry and pork industries during
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the late 1990s. The Danish experience, monitored by the World Health Organization,
resulted in no adverse economic effects on chicken producers but had a 1% adverse
economic impact on pig producers, due to a decrease in the weight of pigs and

higher mortality in recently-weaned animals.

$$ 4 & . 3 %

It's a dubious honour, but officials in Burundi have paved the way for their country to
oust Kenya from the leadership of the East African Bribery Index. Compiled annually
and recently expanded to include Burundi and Rwanda, the index is published by
Transparency International (T1) to measure bribery levels in the private and public

sectors in the region, and to place pressure on national governments to address

) & . 3% $ ?<
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corruption as a major policy issue. The index shows that Burundi’s officials are no
slouches when it comes to adding to their income stream. The average bribe among
community-based organisations and NGOs was 343,000 Burundian francs ($282)
while dealings in the Customs/Revenue Authority regularly required discreet
payments of FBu 214,000. The Burundi Police (average bribe FBu110,000) and the
Customs/Revenue Authority account for 43% of all bribes in the country.

Apart from confirming that bribery is deep-rooted in some African countries, this
year's index shows that inflation has also been a factor in making illegal payments
for services. For example in Kenya, the average size of a bribe to an official in the
Ministry of Lands more than doubled from 4,000 Kenyan shillings in 2009 to almost
KSh 9,000 ($110) this year while a bribe in the Ministry of Agriculture soared from
KSh 1,800 to KSh 5,800 in 2010. Although these percentage rises are large, the

actual sums changing hands are relatively small in comparison to a bribe in the
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Ministry of Defence, which jumped from last year’'s KSh 42,000 to KSh 53,500
($651) in 2010.

Meanwhile in neighbouring Tanzania, bribery among government officials has fallen
in some areas and skyrocketed in others. For example, the average bribe in 2009 for
a Ministry of Water and Irrigation official was 33,000 Tanzanian shillings but it fell
this year to just TZS 25,000 ($16). Considerably more Tanzanian shillings have to
be expended to achieve results in the Ministry of Lands and Human Settlement
Development, where TZS 52,500 was the average bribe in 2009 but this jumped
almost by half to TZS 76,000. Within the Tanzanian Ports Authority, the current bribe
is now alleged to be TZS 172,000 ($114).

In Uganda, officials at the country’s Revenue Authority know the value of a bribe,
which has jumped from a mean-spirited 148,000 Ugandan shillings in 2009 to a
hefty Ush 1.1m ($488) this year. Better value can be obtained in Ministry of Lands,
Housing and Urban Development which now sees an average bribe of Ush 133,000

compared with last year’s Ush 116,000.

In sharp contrast to its regional neighbours, bribery in Rwanda is virtually unknown
and the small data sample compiled by Transparency International meant that it

could not formulate a comprehensive index entry.

@% &

“Russia will not face food shortages because of the current heat

wave.” — Russian Prime Minister Vladimir Putin (July 24).

“l want a strong, efficient and balanced Common Agriculture Policy for

the future.” — Dacian Ciolos, EU Commissioner for Agriculture and Rural

Development (July 20).
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About VM Group

VM Group is a commaodities research consultancy that covers not just conventional
energy, but also renewable energy, carbon, base and precious metals, agronomy
and agricommodities. The VM Group comprises a uniquely skilled team that is highly
experienced in the analysis of the fundamentals of commodities and their

geopolitical impact and contexts.

VM Group work excels in macro-economic analysis, the generation of supply and
demand scenarios, costs analysis, derivative research and price forecasting.
Confidentiality, experience and independence are key elements in this advisory
capacity. We deliver excellence to those in need of external expertise, as well as
those who wish to supplement their own in-house resources. Our extensive

international contacts mean we are able to span the globe.

To see further how we can meet your research and consulting requirements, please

email: info@vmgroup.co.uk

VM Group
100-101 Ashmill Street

London NW1 6RA

Tel: +44 20 7569 5930
Fax: +44 20 7569 5931
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VM Group disclaimer and copyright

This report was prepared by VM Group. VM Group has made all reasonable efforts to ensure
that all information provided in this report is accurate and reliable at the time of inclusion (the
1st of each month unless otherwise stated), however, there may be inadvertent and occasional
errors and lack of accuracy or correctness, for which VM Group cannot be held responsible.
VM Group and its employees have no obligation to inform the reader when opinions and

information contained in this report change.

VM Group makes no representation or warranty, express or implicit, as to the accuracy or
completeness of contents of this report. This report is not and cannot be construed as an offer
to sell, buy or trade any securities, equities, commodities or related derivative products and the
report in no way offers investment advice. Therefore VM Group employees accept no liability
for any direct, special, indirect, or consequential losses or damages, or any other losses or
damages of whatsoever kind, resulting from whatever cause through the use of any information

obtained either directly or indirectly from this report.

The contents of this report, all the information, opinions and conclusions contained are
protected by copyright. This complete report may not be reproduced without the express
consent of VM Group. Short extracts may be reproduced but only with the full and appropriate

citing of the original source.
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ABN AMRO disclaimer and copyright

The contents of this document are confidential and proprietary to ABN AMRO Bank N.V. and
its affiliates (“ABN AMRO”) and may not be disclosed to a third party without ABN AMRO’s
prior written consent. This document is provided for information purposes only and as an
accommodation to you. The information contained herein (the “Information”) is current as at the
date of issue and ABN AMRO shall be under no obligation to notify you of any changes to the
Information or otherwise to update the Information after this date. Any material contained
herein is for information purposes only and should not be regarded as an offer,
recommendation or solicitation to buy or sell securities or derivative products. It does not
contain a complete description of any particular product or transaction and any investment
decision should be based upon the final documentation prepared in relation to any particular

product or transaction.

Information may have been obtained from, and/or based upon information obtained from
sources that ABN AMRO believes to be reliable, however the accuracy and completeness
thereof and the computations based thereon cannot be assumed. No representation or
warranty, express or implied, is or will be made, and no responsibility or liability is or will be
accepted by ABN AMRO or any of its officers, servants, agents, employees or advisors in
relation to the accuracy or completeness of this document or the Information. The Information
must be considered in conjunction with all other publicly available information. This document
may include various forms of performance analysis, characteristics and pricing estimates. Such
information and any opinion, estimate or projection contained in this document is illustrative
only and is not intended to predict actual results which may be expected to differ substantially
from those described in this document. Past performance is not necessarily indicative of future

results.

ABN AMRO is not providing you with investment advice or a personal recommendation nor will
it be deemed to have done so. The Information is being provided to you because we believe,
based upon statements and other indications you have provided, that (i) you have sufficient
knowledge, experience and professional advice to understand and make your own
independent evaluation of the merits, risks and suitability of making an investment in the type
of products or transactions described herein; (ii) you are not relying on ABN AMRO for
information, advice or recommendations of any sort, except factual information, about the
terms of any product or transaction; and (iii) you have sufficient financial means to accept the
risk connected with any product or transaction described herein. ABN AMRO acts as principal
in transacting with you and does not owe any fiduciary duties to you. You must determine the
suitability of any products or transactions described herein. The products and transactions
described herein may not be suitable for all investors. ABN AMRO is not providing you with

financial, legal, tax, regulatory or accounting advice. It is your responsibility to seek your own
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advice in these respects and to satisfy yourself that you are aware of any such risks associated
with the products or structures described in the Information. ABN AMRO expressly disclaims

any responsibility for any uses to which you put this information.

This document does not purport to identify or suggest all of the risks, direct or indirect, which
may be associated with any products or transactions described herein. ABN AMRO may have
positions in trades and securities similar to the products and transactions described herein.
There may be no market for products described herein, therefore investors should be prepared
to hold any product until maturity. If you unwind a transaction early you may receive less than
the stated redemption amount. Any transaction is subject to approvals, procedures and policies
determined by ABN AMRO and prevailing market conditions. The Information does not

constitute research and as such may differ from published views.

ABN AMRO Bank N.V. is authorised by De Nederlandsche Bank N.V. in the Netherlands and
regulated by the Financial Services Authority for the conduct of investment business in the
United Kingdom. Registered Office: Gustav Mahlerlaan 10, Amsterdam, Amsterdam, 1082 PP,

Netherlands.

ABN AMRO Markets (UK) Ltd. is regulated by the Financial Services Authority for the conduct
of investment business in the United Kingdom. Registered Office: 5 Aldermanbury Square,

London, EC2V 7HR, United Kingdom (Company number 02706278).
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