


Fortis/VM Group November 2007 | Fortis biofuel monthly | 1

Contents

Analysis 3
Focus: US ethanol slowing down 6
North America 9
South America 11
Europe 13
Asia 15
Technology and science 17
Prices 18
Disclaimer and copyright 23
About VM Group 24
Fortis energy and environmental products contact list 25

Fortis biofuel monthly is an exclusive energy research joint venture between
Fortis Bank SA/NV and VM Group.






Fortis/VM Group November 2007 | Fortis biofuel monthly | 3

Analysis
Analysts OECD report angers biofuels industry across the world
John Mason The OECD, normally a fairly dull organisation, has got up the noses of many in
Tel: +44 20 7487 3600 the biofuels business. A report by its Round Table on Sustainable Development
Email: john@vmgroup.co.uk hit the headlines around the world — for saying what many in the industry did not
Gary Mead want to hear.

Tel +44 20 7487 3600

Email: gary@ .co.uk . . .
el garyEvmeroup.co-1 The basic question it asked was whether the apparently relentless drive to plant

more corn, sugar-cane and palm trees to provide a secure alternative to oil and
address climate change might end up with the cure being worse than the disease.
The answer it came up with was yes, quite possibly. Biofuels have a role to play,
but a more limited one than some suppose.

Matthew Turner
Tel +44 20 7487 3600
Email: matthew@vmgroup.co.uk

The report provoked an angry response from industry. The Renewable Fuels
Association and European Bioethanol Fuel Association (EBIO) teamed up to
complain directly to the top brass at the OECD. The report was flawed and
should be disowned by the OECD itself, they argued.

Their sensitivity was understandable. These are difficult times. It is
governments, rather than the markets, that are ultimately driving biofuels, and
politicians, notably in the EU, are currently in the process of making big
decisions about future energy sources. Elsewhere, bodies such as the Round
Table on Sustainable Palm Oil are grappling with difficult issues such as
certification. Given the row prompted by the report — and the widespread
international coverage it received — it is worth taking a look at what it said.

The OECD group asked two basic questions. First, are biofuels sustainable in the
sense that they could meet demand for liquid transport fuels on a sufficient scale
without prompting food shortages and damaging the environment too much?
Second, are current policies encouraging the most cost-effective means of using
biomass and would they be in the best interests of the transport sector overall?

The report concluded, after 44 pages of analysis, that biofuels have only a
limited potential for replacing oil when both sustainability and economic factors
are considered. Government policies are placing far too much emphasis upon
them, at the expense of other possible solutions. In other words, many people are
just getting too carried away with biofuels.

In reaching this conclusion, the OECD group’s stance over food versus fuels and
potential damage to the environment echoed many of the points made by other
industry critics. Although, technically, biofuels could provide up to 11% of
demand for liquid fuels by 2050, this is probably politically impossible given the
likely consequences of the change of land use this would involve.

The amount of land available for biofuel feedstock production is probably less
than many imagine, the OECD group’s report asserted. Some 80% of the
available uncultivated land is in seven countries in Africa and South and Central
America. These are not always easy countries to operate within or deal with, it
suggests. (The seven, incidentally, include Angola, the Democratic Republic of
Congo, Sudan and Colombia — perhaps a test of even the most hardened veterans
of OPEC politics). It is this that will fuel the “food versus fuel” tensions that will
place a limit on biofuels expansion, it suggested.

The capacity to reduce greenhouse gas emissions is also strictly limited, it
argued. Of the current technologies widely used globally, only Brazil’s
sugarcane-to-ethanol passes muster and produces substantial cuts in emissions.
Other technologies deliver reductions of less than 40% but their overall
environmental impacts can be worse than petrol and diesel, when other factors
such as fertilizer use are taken into account. This is not what the US, with its
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maize-based industry, and the EU, with its emphasis upon developing biodiesel
derived from palm oil and similar products, will want to hear.

The verdict on these grounds is unpromising — the current technologies for
producing ethanol and biodiesel from food crops are “very limited” without
compromising food prices and the environment.

Politicians slow off the mark?

Policy responses to these concerns have been inadequate, the OECD group said.
One reason for this is the hope being placed in current technologies being
replaced by “second generation” technologies that, in theory, avoid the “food
versus fuel” conflicts by growing biomass on degraded land. Although it is
estimated these second generation technologies could produce 12% of total fuel
demand, whilst avoiding many negative environmental impacts, the report says
there are serious doubts as to how many such technologies will prove
economically viable and capable of large-scale production.

Estimates with regard to the total proportion of liquid fuels provided by biofuels
could therefore total 23% by 2050 (11% from conventional and 12% from
second generation technologies) therefore seem over-optimistic, the report
argued. More likely it will be about 13%, as estimated by the International
Energy Agency (IEA). However, the outcomes from this level of production
would be unimpressive in terms of meeting policy objectives such as energy
security and climate change — greenhouse gas emissions would be cut by just
3%, whilst the impact upon petroleum consumption would be merely the
moderate slowing of growth in demand. And even this is a best-case scenario,
since it is based upon assumptions of biofuel prices falling below fossil-fuel
alternatives — the possibility of which is still not clear.

It is on the relative prices of oil and biofuels that the OECD group’s report made
one of its strongest points to indicate the future for biofuels may not be as rosy
as some think. The idea that biofuels will automatically prosper as the oil price
rises is over-simplistic, it argued. The dependence of biofuels — particularly
those developed from starch feedstocks such as US corn — upon fossil fuels in
their production means biofuels costs will, to some degree, rise alongside oil
prices. The same link undermines claims that such biofuels will increase energy
security by reducing dependence upon fossil fuels, it said.

The OECD group takes a series of other pot-shots at governments for failing to
provide a coherent framework. Support for their domestic biofuels industries
totals billions of dollars a year — in the US alone, perhaps $7bn — while leading
OECD countries that produce ethanol apply tariffs that add 25% to the cost of
imported ethanol. Such restrictions are complicated by the links to other
subsidies in international agricultural markets. As a result, only 10% of ethanol
production is traded globally, a situation that is inefficient and that discriminates
against the more cost-effective products from the tropics.

Additionally, government mandates to stimulate production of biofuel do not
distinguish between their production methods and varying environmental
management performances. It is quite possible that governments could end up
supporting a fuel that is both more expensive and environmentally damaging
than petrol, it argued.

A further problem is that governments have put the cart before the horse in
setting ambitious targets for production levels without establishing where
sustainable supplies will come from to meet them, encouraging “cheating” in the
system.

Efforts to certify biofuel production to ensure sustainability are also questioned.
The experience of certifying wood products has shown the difficulties in
monitoring supply chains whilst failure to reach a properly enforced multilateral
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agreement over certification will lead to segmentation of the overall market
rather than a reduction in unsustainable practices. Quarrels over certification
could also lead to disputes at the World Trade Organisation (WTO), it said.

So far, so gloomy. The report does, however, make a series of recommendations
that would, it argues, ensure a role for biofuels that would be both economically
and environmentally sustainable. However, the approaches it suggested would
require a change of tack by many governments.

It called for a reassessment of the limits of first generation biofuels, with priority
given to research into second generation alternatives; more research into the
environmental impacts of each type of biofuel; unified efforts over certification
with integration into the WTO agenda; lower trade barriers to biofuel imports to
favour developing countries with a comparative advantage and more research
into which forms of bioenergy, not just liquid fuels, would benefit developing
countries most. Perhaps most fundamentally, the report calls on governments to
stop placing such a large bet upon biofuels alone and to give more consideration
to other options. Mandates and targets for biofuels are the wrong way forward, it
suggests. It would be better to adopt a technology-neutral approach such as
carbon taxes that are a better way of encouraging the technologies to tackle
climate change.

The industry responds

All of this has left the biofuels industry deeply upset. The Renewable Fuels
Association (RFA) and EBIO rejected the report as one-sided and flawed. It had
adopted the “scare scenario” over food shortages and ignored factors such as
productivity increases and other drivers of food price rises such as energy costs,
they said. In a series of counter-arguments to the OECD, they said the report
implicitly endorsed the belief that the world can continue to reply upon oil,
despite its current price of $80-plus a barrel. It also overlooked the incentives
provided to oil that made it unfair to look critically at those for biofuels. The
report was also far too gloomy about the prospects for second generation
biofuels — some were already in production, the trade associations pointed out. It
also underplayed the progress being made by governments, industry and others
to ensure that biofuels are genuinely sustainable. They were also angered by the
prominent coverage gained by the report, which came from a sub-group of the
OECD, not the main organisation itself. The OECD, which has been generally
more supportive of biofuels, should disavow the report, they insisted.

What impact the report — and the row that has followed its publication — will
have remains to be seen. Much of the logic of the report in terms of
sustainability is engrained in the broad policy unveiled so far by the EU.
However, the detail of this policy is still being worked out whilst many national
governments have still to take the steps needed to incentivise the industry. It is
possible the report could have a significant impact in these quarters. This is
particularly true in the EU where a genuine debate continues about the right
balance to be struck between different forms of renewable energy.

In the US, where the industry is far better established, the impact is likely to be
rather less. The US view on sustainability issues is often different to that of the
EU. As one US official commented on the current EU proposals: “From the US
perspective, we think some of the sustainability criteria — you’re tying yourself
in knots over. I think it’s going to be enormously difficult to figure that out”.
And given the sheer scale of investment and political commitment to biofuels in
the US, it is difficult to see the report having any more than a marginal impact.

The OECD Round Table report is only one contribution to the biofuels debate
and one made when the statistics surrounding biofuels are still often hotly
disputed. However, if it is significantly correct in only parts of its analysis, then
governments still have much to do.
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South America

News

+ Oct 22"™: Brazil may develop an ethanol supply crisis at the start of 2008
unless prices rise to curb consumption between sugar harvests, the Sugar
Cane Industry Union warned.

+ Oct 3": Santelisa Vale, Brazil’s second-largest sugar and ethanol producer,
announced it will invest $1.64bn in new mills and the expansion of its
existing ones. The company, formed from the merger of Vale do Rosario and
Santa Elisa, also plans to go public, possibly by the end of 2008.

« Sept 26™: Petrobras, Brazil’s state-run oil company, began approving five
ethanol distilleries, its first venture into ethanol production. The move is
central to the company’s plans to expand into ethanol production as well as
transport and distribution. The company has been studying some 40 mill
projects to start the production of ethanol it intends to export to Japan.

+ Sept 25" Brazilian President Luiz Inacio da Silva pledged to set aside
specific areas to protect the environment to provide a “seal of assurance” over
the social and environmental impacts of the country’s biofuel production.

+ Sept 24™: Foreign ownership of Brazil’s sugar and ethanol industries has
almost doubled in one year, with overseas investors now controlling 12% of
all sugar cane grown in the country, according to consultants Datagro.

Analysis

The boom in Brazil is as wild — and as bumpy — as that being experienced in the
US. The underlying problem is the same — production of feedstocks (sugar cane
in Brazil) is constantly expanding, as is that of distilled ethanol. Selling all the
ethanol is the hard bit, however, and supply and demand are fundamentally out
of sync. The industry is growing unsustainably fast.

The over-supply of both sugar cane and ethanol had led to falls of about 35% in
the price of both since the beginning of the 2007-2008 cane crop (although
ethanol has subsequently staged a recovery on the back of higher oil prices),
causing concern throughout the industry and in government. According to some
Brazilian sugar cane producers, the country is currently on track to have cane
production of 720 Mt by 2013-2014, which will severely exacerbate the current
over-supply situation. Brazil’s cane crop has risen by an average of 9.9% every
year since 2000.

Cosan, the country’s largest sugar and ethanol producer, said about 20% of
Brazil’s ethanol would have to be exported for supply and demand to be brought
back into balance. It currently produces about 21bn litres a year, of which it
exports 3bn litres or 14%.

The expansion of new distilling mills continues ahead of many expectations,
with 138 mills planned across the country. Of these, 79 are highly likely to be
built while 30 are moderately possible and 29 will probably not advance beyond
the planning stage according to the independent Brazilian crop analysts Datagro.

“I think there is still not any (international ethanol) market. We’re all working
irrationally. There is not any strategy either from the private sector or from the
government,” said Roberto Rodrigues, director of the Inter-American Ethanol
Commission. He agrees the potential market is huge, but went on to say: “How
much ethanol do we want to produce? Nobody knows”.

Manoel Bertone, production and agroenergy secretary in Brazil’s agriculture
ministry, said: “The market will not grow if we do not organise all parts of the
production chain in a way to keep security and stability”.

The launch in 2003 of flex-fuel cars, allowing drivers to choose whether to use
gasoline or biofuels has made it hard to forecast demand as consumption
depends totally upon the relationship between ethanol and gasoline prices.
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Bertone said: “In order to develop the market, we need to increase output faster
than demand, but at what price? Especially considering that this is an extremely
controlled market abroad”.

Outlook

For Brazil, the problem is largely all about trade — or the lack of it. The
ambitions and scale of its cane growing and distilling industries go beyond
satisfying the home market. This domestic market has its problems, notably
the volatility in demand caused by drivers of flex-fuel cars, but the real
story lies elsewhere. A player of Brazil’s size has to export on a substantial
scale to achieve the growth in the industry it is assuming. It needs a genuine
international market. In the long-term, this means tackling a host of trade
issues to give it greater access to major markets, notably the US. The
complaint to the WTO over US farm tariffs, which may apply to its ethanol
imports, shows the difficulty of this. In the short and medium terms, it is
stuck with trying to manage its unsustainable growth. The likely outcome of
this is that the market will level out in time, but not before the industry has
shaken itself out, with winners and losers along the way. The next few years
are not for the faint-hearted.
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Europe

News

« Oct 23™: Petrotec, the German biodiesel producer, temporarily stops
production partly because biofuel taxes have hit sales.

+ Oct 16™: European biodiesel producers threaten legal action against subsidies
for US biodiesel they claim are unfair and threatening their businesses. The
complaint surrounds a B99.9 blend that contains 0.1 per cent fossil diesel.
Producers of B99.9 who export it to Europe can claim subsidies on both the
US and EU.

 Oct 1*: Biodiesel production in Germany is set to halve within the next two
years unless the government alters its policies and takes more steps to
underpin the industry, Karl Giersberg, chief financial officer for EOP
Biodiesel warned.

« Sept 26™: Plans to build a biodiesel plant in the western region of
Extremadura in Spain are to go ahead, despite the problems caused by high
grain prices, its backers insisted. Alcoholes Biocarburantes de Extremadura
(Albiex), which will spend €42m building the plant, said it was taking a long-
term view and considered high grain prices to be a temporary phenomenon.

+ Sept 24™: Abengoa, the Spanish engineering and energy company, insisted it
remained committed to biofuels despite suspending production at one of its
Spanish plants. It is starting a new ethanol operation in the Netherlands that
will produce up to 480m litres a year.

Analysis

Europe’s biofuels industry is precariously poised. Despite the promises of
politicians, notably the EU’s ambitious target of biofuels reaching 10% by 2020,
it urgently needs them to provide an overall policy framework followed by a
realistic package of incentives introduced by member states.

The underlying problem is a classic European one. The European Commission —
perhaps to its ultimate credit — is taking its time devising a biofuels strategy that
encourages the industry to develop in a way that is economically viable whilst
taking into account other factors such as environmental sustainability. These are
laudable objectives, but they ensure slow progress and a young industry left
twisting in the wind. Below that, the performances of member states in
providing the nuts and bolts of fiscal incentives has left much to be desired.

Germany’s withdrawal of tax treatments to favour biodiesel has had highly
negative effects, as Karl Giersberg of EOP pointed out. The government’s policy
reversal in withdrawing the tax break on biodiesel has sent conflicting signals to
both industry and consumers alike. Although there is the distinct sound of sabre-
rattling in his suggestion that capacity could halve within two years unless there
is a change in government policy, there is no doubt the industry faces a highly
uncertain future unless the price of conventional diesel rises significantly in the
longer term.

Similar uncertainty is apparent in the ethanol sector where high feedstock prices
prevail, notably for wheat. Robert Vierhout, secretary-general of the European
Bioethanol Fuel Association, conceded this month that high raw material prices
were slowing the development of the industry. It was understandable that
producers might hang back for a year or two until prices stabilised, he said.

Further uncertainty is possible following the Commission’s decision to reduce
the subsidies paid to farmers to grow feedstocks for biofuels. The energy crop
premium was introduced in 2004 following the last major reforms to the
Common Agricultural Policy. With a flat-rate subsidy of €45/hectare, it is
intended to encourage farmers to grow crops such as rapeseed, sugar beet and
cereals that can be used as biofuel feedstocks. This year the EU raised the
maximum area that can benefit from the subsidy from 1.5m hectares to 2m



14 | Fortis biofuel monthly | November 2007 Fortis/VM Group

hectares. However, this has now been extended further to 3m hectares,
accompanied by a cut in the level of the subsidy, down to about €30/hectare.

Outlook

Much depends on the politicians’ decisions at the end of the day. The EU
target of 10% biofuels use by 2020 is extremely ambitious. How this is
achieved whilst maximising the potential of biofuels to reduce greenhouse
gas emissions and protect biodiversity, both explicit policy objectives, has
yet to be thrashed out. Big questions — such as the level and origin of
imports — have yet to be answered. Implementation at member state level
remains a confusing mess — as Germany has amply demonstrated. Until
such issues are resolved, the industry must struggle on. The long-term
prospects must still be reasonable, provided there is a coherent policy
framework. However, this is starting to appear. The directive including the
10% target — expected before the end of the year — should be accompanied
by more detail to guide producers and companies.
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Asia

News

» The Philippine government is close to an agreement to build the world’s
largest biodiesel refinery, the state-owned PNOC-Alternative Fuels Corp said.
The refinery would have a capacity of 500,000 tonnes and use jatropha as a
feedstock.

+ Oct 3" Myfuel, a Channel Islands’ registered company, announced plans to
start two biodiesel plants in Malaysia with a total capacity of 350,000t. It will
tie up with World Energy, a US biodiesel company, to market and distribute
its products worldwide. The company says the venture is dependent upon a
drop in palm oil prices and governments in the EU and elsewhere are
continuing to set targets to encourage biofuels.

* Oct 3": India’s states agreed on a 10% blending of ethanol with petroleum
from October 2008. The move opens the door for sugar cane to be used in
ethanol production. India currently allows for 5% blends made from
molasses.

* Sept 19™: China’s southern region of Guangxi will start blending 10% ethanol
into petroleum in December, bringing the number of provinces using the
biofuel to ten. The plant, which will provide 200,000t of ethanol from cassava
a year, is being built by China Agri-Industries Holdings. Another plant in
Guangxi to supply 100,000t a year is also planned, and is to be built by Beihai
Gofar Marine Biological Industry.

Analysis

The high prices of palm oil and other feedstocks are causing problems in Asia as
they are elsewhere. Crude palm oil futures in Kuala Lumpur are up 28% on last
year and by 80% since the end of 2005, squeezing margins for biodiesel plants.

This is causing hesitation on the part of those planning to open new biodiesel
plants in Malaysia. Four plants, including Global Bio-diesel Sdn Bhd in Sabah
were expected to open by the end of this year, but this may not now be the case,
according to government officials. Integrated businesses, involved in both the
growing of palm oil and its distillation are able to absorb the losses from the
CPO price. However, most businesses are independent so their margins are more
threatened.

Much depends upon the price of crude oil, with even the current $80-plus a
barrel level proving tough competition for biodiesel unless the price for this
product is brought up — which has yet to happen. The result has been that new
plants are not being commissioned because they are not viable, said
M.R.Chandran, a former head of the Malaysian Palm Oil Association.

Asia’s largest two palm oil producers, Malaysia and Indonesia, are also feeling
significant political heat from environmental campaigners whose warnings about
biofuels damaging rainforests appear to be having a real impact in Europe and
other potential markets.

Yusof Basiron, chief executive of the Malaysian Palm Oil Council, said the bad
publicity of environmentalists claiming that rainforests were being destroyed to
grow palm oil was affecting exports of crude palm oil (CPO).

Official data shows that European palm oil imports from Malaysia have fallen
17.5% to 1.32 Mt between January and August this year compared to the same
period last year. Over the same period, Malaysia’s total palm exports have fallen
4.5% to 5.15 Mt.

“Trade will take note if negative campaigns are launched against a particular
commodity, especially if it creates a lot of uncertainty,” said Yusof. He remains
insistent that Malaysian palm oil is only grown on legitimate agricultural land.
Palm plantations in Malaysia now cover some 4m hectares. He warned that if
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exports to the EU were subject to very stringent sustainability certification
criteria when other oilseeds from the tropics were not, then there would be trade
distortion. “This will create a trade barrier of some sort,” he said.

Indonesia seems to be similarly wrong-footed by the campaigns, forcing a
response from agriculture minister Anton Aprivantono. He admitted some rain
forests had been destroyed, but insisted the damage was relatively minor.

Greenpeace has claimed Indonesia had the worst record for deforestation
between 2000 and 2005. The minister admitted green NGOs have succeeded in
putting huge political pressure upon Indonesia over the issue but denied it had
had significant economic impact so far. However, any ban on Indonesian palm
oil would cause “big trouble”, he admitted. Indonesia has about 6m hectares
given over to palm oil production and is expected to increase this by about
300,000 hectares a year.

India’s move to allow sugar cane to be used to distil ethanol is a significant
move, opening the door to potential expansion. Plainly, there is a long-term case
for a large sugar producer such as India to use this resource in this way.
However, there are concerns. Firstly, India has yet to get its molasses-based
ethanol industry off the ground, with state taxes and other levies on the ethanol
making it commercially unattractive and only a 5% blend being mandated across
the country. Secondly, the pressure for the move comes primarily from sugar
producers anxious to sell off their bumper harvests. This suggests a risk that
supply and demand could get out of balance in future unless action is taken to
increase usage of the final product.

Outlook

Finding markets for biodiesel and ethanol remain the core problem for
producers in Asia as in most other places. This is dependent upon
governments establishing the right framework of mandates and tax
incentives to ensure a big enough market to sell into. The price of crude oil
remains crucial too. If biodiesel production in Malaysia is a tough sell with
crude oil at the current $80 a barrel, then building a large market for this
looks as though it will be an uphill struggle.

The politics of palm oil are getting hotter with the admissions from both
Indonesia and Malaysia possibly indicating that the warnings from
environmental campaigners that rainforests are being endangered, are
having an impact on potential markets. With the European Union now
putting flesh on the bones of its biofuel strategy, it is certain these issues will
come to the fore in coming months. Both countries have begun to defend
themselves. However, it is likely that their track record will come under
increasingly close inspection.
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Technology and science

News

+ Oct 10™ Benefuel Incorporated announced it will construct a biodiesel
refinery using a novel solid catalyst for converting low-grade fats and
vegetable oils into biodiesel is in Seymour, Indiana, in the US. The 10m
gallon/year plant will use a solid acid catalyst that can turn almost any
vegetable oil or high free fatty acid into biodiesel without expensive pre-
processing. The company claimed the technology was a breakthrough for the
biofuels industry that could reduce feedstock costs and the environmental
impact of biodiesel production whilst improving margins.

+ Oct 9™ Technology Management Inc (TMI) said it had demonstrated the
world’s first kilowatt-scale solid oxide fuel cell system to generate electricity
using oil from soybeans. The company is working with Ohio State
University’s Biomass to Energy Program to examine the conversion of
biomass waste and organic matter into electricity and biofuels.

+ Sept 28" Air New Zealand announced it would carry out a commercial trial
of a biofuelled Boeing aircraft next year or in 2009. In the trial, one of the
aircraft’s four Rolls-Royce engines will be run on a biofuel/kerosene mix and
the others on normal aviation fuel. Passengers will not be carried during the
trial.

« Sept 27" Arizona Public Service Company (APS) and Greenfuel
Technologies are to attempt to repeat their success in producing biofuels from
algae, by using carbon dioxide from a coal-burning plant rather than a natural
gas plant. The growth rate of algae in the natural gas project surpassed
expectations. Its growth as a potential feedstock was 37 times higher than
corn and 140 times that of soybeans.

Analysis

The credentials of ethanol made from maize and biodiesel made from rapeseed
came under further question last month after scientists claimed they were more
damaging to the environment than previously thought.

Scientists from Britain, the US and Germany concluded that growing these crops
contributed more to climate change than previously thought because the impact
of using nitrogen fertilisers had been underestimated.

They found that the amount of nitrous oxide — a greenhouse gas 296 times more
powerful than carbon dioxide — released into the atmosphere through the use of
fertilisers was about twice as much as previously thought. Between 3%-5% of
the nitrogen in fertiliser was converted to nitrous oxide and released into the
atmosphere. The International Panel on Climate Change, the United Nations
body which leads on climate change research, has previously estimated that 2%
of the nitrogen in fertiliser was released.

The conclusions are likely to cause waves in both the US and Europe where the
crops are the main feedstocks for their biofuels industries. Maize is the prime
crop for US ethanol production and its production has rocketed as farmers
responded to the demand for feedstock. In the EU, rapeseed accounts for 80% of
the feedstock used to produce biodiesel.

The findings, published in the scientific journal Atmospheric Chemistry and
Physics, are significant because most consideration of the environmental impact
of biofuels centres on carbon dioxide, the main greenhouse gas responsible for
climate change.

Dr Franz Conen, of the University of Basel, described the conclusions as
“astounding”. He told the discussion board of the journal: “It is to be hoped that
those taking decisions on subsidies and regulations will in future take N2O
(nitrous oxide) into account and promote some forms of biofuels while quickly
abandoning others”.
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Prices
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Sugar, Nybot (c/Ib) Rapeseed futures, Euronext (€/tonne)
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Disclaimer and copyright

The information and opinions in this report were prepared by Virtual Energy, a
subdivision of VM Group. Virtual Energy 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 this month otherwise stated), however, there may be
inadvertent and occasional errors and lack of accuracy or correctness, for which
Virtual Energy cannot be held responsible. Virtual Energy and its employees
have no obligation to inform the reader when opinions and information
contained in this report change.

Virtual Energy 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 Virtual Energy and 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 is 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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About VM Group

VM Group
85 Albany Street
London NW1 4BT

Tel: +44 20 7487 3600
Fax: +44 (0)870 051 2261

Virtual Energy is a subsidiary of VM Group, a commodities research
consultancy. The VM Group, which through its other subsidiary Virtual Metals
covers precious and base metals, comprises a uniquely skilled team, with a
collective 50 years’ experience 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 of such advisory
roles. Our aim is to assist those in need of external expertise, as well as those
who wish to supplement their own in-house resources. With our extensive
international contacts, we are able to broaden our services through links with
experienced associates in related fields worldwide.

To see further how we can meet your research and consulting requirements,
please email info@vmgroup.co.uk or call or fax on the numbers above.
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Fortis energy and environmental products
contact list

Energy and Environmental Products

Didier Giblet
David Duran
Stany Schrans
David Jones

Seb Walhain
Philippe Arickx
Frank Hamelijnck
Ann Carels
Olivier Hiernaux
Sébastien Wulf
Robbert Marneffe
Peter De Waal
Robert Koster
[taru Shiraishi

Global Energy Group

David de Buck
Rotterdam
London

Milan

New York
Brussel
Singapore

Global Head

Energy & Environmental Products Sales, US
Energy & Environmental Products Trading & Sales, Europe
Energy Trading & Sales, US

Environmental Products Trading

Energy & Environmental Products Sales, Europe
Commodity Investment Products Sales, Europe
Energy Sales - Europe

Energy Sales - Europe

Energy Sales - Europe

Energy Sales - Europe

Carbon Banking

Carbon Banking

Carbon Banking

Global Head of Energy
Bas Marteijn

Nick Gardiner

Carlo Rolle

Paul Naumann

Annick De Muynck
Marius Messer

Global Commodities Group

Amsterdam
Singapore
New York
Dallas
London

Bruno Gremez
Chey Peng Ng
Cristina Roberts
Leonard Russo
Pauline Daly

Specialised Finance/Energy & Natural Resources

Darrell Holley
Dallas
Calgary

Global Clearing
Johannah Ladd
London

Global Head

Darrell Holley
Doug Clark

Sales Manager Energy Products
Gary John-Baptiste

Fortis Commodities Derivatives

lan Downes (Head)

Jonathan Parkman (Head, Agricommodities Brokerage)
Mark Widgery (Cocoa Brokerage)

Justin Grandison (Cocoa Brokerage)

Warren Robertson (Coffee Brokerage)

Ricardo Santos (Coffee Brokerage)

Doug Nicolson (Sugar Brokerage)

James Kirkup (Sugar Brokerage)

Laetitia Lacourte (Sugar Brokerage)

John King (Head of Base & Precious Metals)
Gerry Schubert (Director, Precious Metals)

+32 2 565 60 69
+1713 393 69 63
+32 2 565 80 43
+1212 418 87 45
+31 20535 72 95
+32 2 565 75 60
+32 23120079
+32 2565 16 18
+32 2 565 16 07
+32 2 565 46 41
+31 20535 74 49
+31 20535 71 56
+31 20 535 74 48
+31 20535 74 37

+31 10401 68 19
+31 10 401 60 62
+44 207 444 87 05
+39 02 8028 12 40
+1212 340 53 91
+32 256509 17
+65 65 39 48 99

+31 20 527 43 86
+65 65 39 49 23
+1 212 340 53 40
+1214 953 93 16
+44 207 444 88 41

+1214 953 93 07
+1214 953 93 07
+1 403215 58 01

+31 20527 26 28
+44 207 444 82 28

+44 20 7444 8741

+44 20 7444 8407
+44 20 7444 8868
+44 20 7444 8868
+44 20 7444 8864
+44 20 7444 8864
+44 20 7444 8580
+44 20 7444 8580
+44 20 7444 8580

+44 20 7444 8330
+44 20 7444 8600



Global Markets Sales Contacts

Johan Beckers

(Global Head Sales & Marketing Group)

Investment Products Sales

Paul Wagner (Head Investment Products Sales)

Institutionals
Belgium

The Netherlands
Luxembourg
France
Uk-Ireland

Italy

Spain

Retail and Private Banking

Belgium
The Netherlands
Luxembourg

Equities Sales

Institutionals

Johan van Megesen (Head)

Belgium

France

Luxembourg

The Netherlands

Spain (Domestic Sales)

Spain (International Sales)

United Kingdom
United States

Marc Sollie

Bert Veenstra

Paul Wagner
Frangois Girod
Steven Harnie
Franco Mora
Jean-Louis Degand

Alain Cadron
Bert Veenstra
André Wagner

Alain Adam
Philippe Barroso
André Wagner
Nils Ten Berg
Manuel Torres
Luis Broto

Nils Ten Berg
Francis Grevers

Fixed Income/New Issues

Katherine Dior (Head)
Syndication
Qrigination Corporate
Qrigination Financials
MTN Desk
Commercial Paper

Martine Klutz (Head)
Olivier Tasnier (Head)
Jacques Massin (Head)
Jacques Massin (Head)

Marie-Jose Rodriguez (Head)

Structured Products

Ludovic Plas (Head)

Interest Rate Derivatives
Bernard Van Gils (Head)

Forex Derivatives

Johann Barchéchath (Head)

Equity Derivatives
Fabian de Prey (Head)

Credit Derivatives Structuring

Frédéric Monneret (Head)

Structured Product Services
Emmanuel Grimée (Head)

+32 2 565 98 93

+352 42 10 44 50

+32 256574 70
+31 2053574 54
+352 42 10 44 50
+33 1 55 67 90 56

+32 2 565 86 35

+39 02 57 63 24 61
+34 91 436 56 27

+32 2 565 75 50
+31 2053574 54
+352 421049 07

+32 2 565 96 22

+32 2 565 76 50
+33 1 65 67 90 82
+352 421049 07
+3120535 73 32
+34 91 436 56 51
+34 91 436 56 52
+31 20 535 73 32
+1212 41887 14

+32 2 565 63 08
+32 2 565 62 47
+32 2 565 16 38
+32 2 565 62 37
+32 2 56562 37

+32 2 565 60 98

+33 155 67 90 56

+32 256574 70
+32 2 565 87 61

+32 2 565 76 30
+32 2565 12 27

+32 2 565 78 82
+32 2 565 91 05

+32 256577 20
+33 155 67 90 58

+352 42 42 49 65
+362 42 42 49 25

Sales Treasury Products

Serge van Loenhout (European Head Sales Treasury)

Corporate

Matthias Locker (Head)
Belgium

The Netherlands
Luxembourg

France

Italy

Spain

United Kingdom
Norway

Financial Institutions

Laurent Leveque (Head)

Belgium
Fiduciaries

Institutionals & Banks

The Netherlands
Luxembourg
Italy

Mid-Caps

Belgium
O/W Vlaanderen
Sud
Brussels/Public

VL Brabant/Limburg
Antwerpen/Kempen

The Netherlands

Luxembourg
Germany
Austria

Rest of Europe
France
Spain
Portugal
Italy
Poland
Hungary
Czech Republic
Denmark

Sweden
Greece
Switzerland
Turkey
United Kingdom

Alfonso Vera Evertman
Manfred Hawelka
David Alfandari
Francesco Scotto
Louis Veldman

Tim Kirkham

Bjorn Kaaber

Alex Devroye

Ronald Riko
Dominique Chaumaz
Francesco Scotto

Conrad Fieremans
Gerrit Bauwens
Stéphane Christiaens
Filip Moens

Herwig Jaspers

Jef Van Camp

Bart Solleveld
Thomas Kraemer
Reinhold Beisler
Alfred Buder

Geert Blancke
Muriel Flasse

Jose Bravo Galisteo
Rui Lopes

Marco Toja

Attila Toth
Tomas Blazejovsky

+32 2 565 60 81

+32 2 565 85 64
+32 2565 72 05
+31 205357166
+352 42 10 49 42
+33 155 67 90 05
+39 02 57 53 24 64
+34 91 43 26 726
+44 20 73 98 93 53
+47 23 11 49 60

+33 15567 90 67
+32 2 565 61 03
+32 2 565 72 60
+322565 7270

+31 20 535 70 93

+352 42 10 47 00

+39 02 57 53 24 64

+32256519 77
+32 2565 78 57
+32 2 565 78 56
+32 2 565 70 40
+32 256573 10
+32 2 565 78 48
+3120 535 71 84
+352 42 10 46 00
+4922 11611225
+43 181 10 43 81 58
+32 2565 16 05
+33 155 67 80 84
+34 91 43 26 767
+3512 13 1393 03
+3902 57 6323 72
+48 225 66 99 04
+36 14 83 81 09
+42 02 25 43 60 10

Flemming Warhoi-Rasmussen

Mats Cardemo
Marinos Danalatos
Patrick Schaerer
Bahar Bezmez
Tim Kirkham

Automated Trade and Service Desk

Marc Vidts

ATS Desk

Service Desk
Netherlands

Wim Verwaal

Energy & Environmental Markets

Philippe Arickx (Head)

Energy Europe, Brussels
Energy Europe, Amsterdam

Carbon Banking

+4532 7119 09
+46 732 02 08 59
+30 210 9544 370
+41 58 322 09 70
+90 212 274 42 80
+44 20 73 98 93 53

+322 5657110
+32 2565 73 00
+32 2565 74 90
+31 20 535 72 39

+32 2 565 75 60
+31 20535 73 67
+31 205635 72 02



Global Markets Research Contacts

Paul Gennart
(Global Head Research & Strategy)

Economic Research
Guy Verberne (Head)

The Netherlands
Joost Beaumont
Peter de Bruin
Nick Kounis

Aline Schuiling

Spain
Estefania Ponte (Head)
Diego Fernandez

Strategy

Francoise Bernard (Head)
Frédéric Atlan (Fixed Income)
Arnaud Bornet (Forex & Money Markets Quant)
Lucian Briciu (Forex & Money Markets)

Frank Claus (Fixed Income)

Alexandre Dieudonné (Forex & Money Markets)
Philippe Gijsels (Equities)

Sébastien Gilis (Fixed Income)

Helios Padilla Mayer, Ph.D. (Commodities)
Bart Robenek (Forex & Money Markets)
Joseph Tan, CFA (Asian Markets)

Technical Analysis

Frangoise Bernard (Head)
Karel De Bie (Fixed Income/Forex/Commodities)
Stephan Debruyne (Equities)

Modelling

Peter Cauwels, Ph.D. (Head)
Philippe Brimmel

Stéphane Couteaux

Alain Cram

Dries Stragier

Herman van der Sluis
Amijed Younis

Credit Research
Hélene Séré (Head/Utilities & Energy)

Credit Bonds

Benoit Feliho (Banks/Insurance)

Christine Passieux (Banks)

Karine Petitiean (Consumer Non-Cyclical)

Bertrand Rocher (Automotive)

Olga Zubkova (Building & Basics/Utilities & Energy)

Structured Finance

Sabrina Marchal (Head/ABS, RMBS & CDO)
Jim Cheng (ABS & RMBS)

Santosh K.C. (ABS & RMBS)

+32 2 565 60 45

+31 20563573 25

+31 20 535 74 31
+31 2056357038
+31205357106
+31 20535 71 31

+34 91 436 55 37
+34 91 436 55 00

+32 2 565 83 02

+33 155 67 72 81/+32 2 565 86 06

+32 2 565 63 27
+32 2 565 68 99
+322312 16 81
+32 2 565 69 67
+32 2 565 16 37
+32 2228 69 47
+322312 1385
+322312 08 31
+65 62 16 38 84

+32 2 565 83 02
+32 2 565 85 46
+322312 13 02

+32 2 565 47 90
+32 2 565 40 29
+3223121030
+32 2 565 60 52
+32 2 565 60 86
+3120 53572 98
+32 2 565 31 00

+33 15567 72 83/+32 2 565 75 87

+33 15567 7295
+33 1565677287
+33 15567 72 88
+33 15567 72 84
+33 15567 72 80

+32 2 565 86 82

+3223120109

Economic, Fixed Income, Forex & Money Markets Research

www.merchantbanking.fortis.com/forpro
Bloomberg: FMRS

Equity Research

Marc Pauwels (Head)

Benelux

Michel Aupers (Head)

Felix Oberdorfer (Co-ordinator The Netherlands)
Paul Andriessen (Mid & Small Caps)

Maarten Bakker (Mid & Small Caps)

Kenn Curt Daniél, Ph.D. (Biotech)

Kurt De Baenst (Banks/Retail)

Justin De Meersman (Shipping)

Mark Gevens (Industrials)

Tim Heirwegh (Mid & Small Caps)

Bart Jooris, CFA (Telecom/Mid & Small Caps)
Klaas Kruijer (Banks)

Geraldine O'Keeffe (Biotech)

Robert Stassen (Real Estate)

Teun Teeuwisse (Temporary Employment/Media)
David Vagman (Holdings)

René Verhoef (Mid & Small Caps)

Robert Jan Vos (Food Producers/Food Retail)

France

Philippe Ezeghian (Head)

Thomas Alzuyeta (Leisure & Services)

Séverine Blé (Food)

Claire Deray (Transport/Consumer Goods/Retail)
Marc Huberty (Industrials)

Bertrand Laport (IT Hardware)

Olivier Macquet (Industrials & Services)

Spain

Antonio Lépez (Head/Utilities)

Diego Barron (Banks/Insurance)

Fernando Cordero (Mid & Small Caps/Technology/Media)
Luis Padrén (Telecom/Media)

Rafael Rico, CFA (Qil/Basic Materials/Mid & Small Caps)
Emilio Rotondo (Construction/Real Estate)

Francisco Ruiz (Mid & Small Caps/Retail)

Manuel Zayas (Mid & Small Caps)

us

David Garrett (Biotech)

Patrick Moriarty, Ph.D. (Biotech)
Biju Perincheril (Energy)

+31 20527 13 55

+31 20 527 28 62
+3120527 23 28
+3120527 21 82
+31 20527 23 32
+31 20527 3417
+32 2 565 60 42
+32 2 565 12 45
+32 2 565 60 71
+32 2 565 87 60
+32 2 565 60 99
+3120527 91 44
+31 20527 91 50
+31 20527 12 55
+31 20527 13 01
+32 2 565 67 25
+31 20 527 91 45
+31 20527 91 47

+33 15567 72 29
+33 15567 7248
+33 15567 72 41
+33 15567 7243
+33 15567 72 30
+33 15567 72 31
+33 15567 72 42

+34 91 436 56 50
+34 91 436 56 29
+34 91 436 56 16
+34 91 436 56 07
+34 91 436 56 84
+34 91 436 56 12
+34 91 436 56 76
+34 91 436 55 41

+1212 340 54 94
+1212 34054 97
+121234054 76

Retail Banking and Private Banking Research

Koen Van de Steene (Head/Healthcare)

Laurent Bailly (Technology/Consumer Cyclicals)

Christel Bosch (Energy/Industrials/Utilities)

Rudy De Groodt (Financials)

Bart Ingels (Basic Materials/Consumer Non-Cyclicals)

Geert Ruysschaert (Co-ordinator Top-Down/Telecom/
Media)

Alain Servais (Editor)

Kristof Wauters (Fixed Income/Forex)

Equity Research
www.merchantbanking.fortis.com/forpro
Bloomberg: FINV

Please send an e-mail to customercare.forpro@fortis.com to request login/password for Bloomberg and/or website

+32 2 565 86 14
+32 2 565 44 05
+32 2 565 82 34
+322 31203 43
+32 2 565 44 07

+32 2 565 19 68
+32 2228 92 30
+32 2 565 51 35
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Fortis Securities LLC is an affiliate of Fortis Bank S.A./N.V. Fortis Securities LLC is a member of the NASD.

This publication has been prepared by Fortis Bank S.A./N.V. or by an affiliated company for and on behalf of Fortis Bank S.A./N.V. (Montagne du Parc 3, 1000
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