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Demand is unlikely to drop in
the long term

Population
(in billions) 1 2 3 4 5 6 7 8 9
Year 1804 1927 1960 1974 1987 1999 2012 2027 2046
Years elapsed–– 123 33 14 13 12 13 15 19

World population milestones (USCB estimates)

A rapidly growing population
shows that demand is there…
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Although a lack of oil may limit
population growth

Source: www.energybulletin.net
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Wheat
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Wheat Supply & Demand

Source: USDA
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Wheat Market Indicators

Source: USDA
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Spot prices 1860 - present
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Adjusted for inflation
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Aren’t these good times down
on the farm?

Source: USDA
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Relative value to corn

Source: CME Group
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Wheat COT

Source: CFTC - www.cotpricecharts.com
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Corn COT

Source: CFTC - www.cotpricecharts.com
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Where to from here?
•Terrible weather events
are common throughout
history.

•Saxo Bank included the
doubling of wheat in 2012
among its “Outrageous
Predictions”, noting that:

“…with 7 billion people on
the earth and money

printing machines at full
throttle bad weather
across the world will

unfortunately return and
make it a tricky year for
agricultural products.”

Dust storm, Texas, 1935 (George E. Marsh Album)
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How to play the market

 Make the most of volatility:
 In periods of high vol., sell puts or put

spreads;
 In periods of low vol., buy calls or call

spreads.
 More risk being short than being long.
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Sugar
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Sugar Supply & Demand

Source: USDA Foreign Agricultural Service
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Sugar Market Indicators

Source: USDA Foreign Agricultural Service
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Spot Prices 1901 - present
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Adjusted for inflation
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India - driving market imbalances

Source: USDA Foreign Agricultural Service, Intercontinental Exchange
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Brazil - costs on the rise

 Brazil is the world’s lowest-cost producer of
sugar.

 Czarnikow estimates that:
 Production costs in Brazil currently around 19.3

cents per pound (other estimates are higher).
 Costs will rise 80% to 35 cents per pound by

2030, after already having doubled since 2000.
 Brazil will have to invest $340 - 490 billion in the

next 20 years to meet demand.
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Backwardation shows prices
could appreciate further

Source: Intercontinental Exchange
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How to play the market

 Backwardation helps with rolling futures
positions.

 Current ICE October futures contract
(SBV2) is about 15% above Brazilian
costs, a reliable guide to fundamental
support levels.
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Seafood
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Why seafood?

 The only human food still sourced
mainly from wild stocks.

 Overfishing is a real concern - a modern-
day example of the “tragedy of the
commons”.

 Acquaculture seems to be the only way
forward.
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Seafood harvested from wild
stocks

Source: FAO Fishstat
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Wild stock harvesting

 Even with huge
population growth and
rising incomes in
emerging markets,
wild stock harvesting
has decreased 5.6%
since 1996.

 The risk of collapsing
fish stocks is very real
(e.g. Newfoundland
Cod).

Newfoundland Cod landings 1850 - 2005
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The rise of acquaculture

Source: FAO Fishstat
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But fish is only 50% of total

Source: FAO Fishstat
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How to play the market

 Salmon is the largest farmed fish in the
world.

 Norway is the leading producer.
 Fish Pool (fishpool.eu) offers derivatives

on Norwegian salmon.
 Numerous listed companies to choose

from.
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Fish Pool Index

Source: Fish Pool
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Salmon/Fishmeal Producers

 Salmon producers are currently in a
valuation trough (AUSS NO)

 The call on future growth in fish farming
could be fishmeal and fish oil (COP NO)

 Disclosure: Analyst is a shareholder in AUSS NO (Austevoll Seafood)
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Disclaimer

Although all due care has been used in preparing
this presentation and the sources used are
believed to be reliable, no responsability is

accepted for any inaccuracies. The investment
ideas presented are for informational purposes
only and do not constitute an offer to purchase

securities. All investments and speculations
contain a certain amount of risk. Please

research thoroughly any investment you are
considering and do not rely solely on the

information presented here.
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