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Questions at the Heart of the

Debate

How much impact does biofuels
have on food prices?

Food prices on the rise

Percent change in prices for some common
food items, June 2006 to June 2007:

Oranges [N 19.8%
Eggs [N 19.5%
Frozen juices NG 17.7%
Fresh whole milk [N 13.3%
Apples N 11.7%
Dried beans, peas, lentils |G 11.5%
Fresh, whole chicken |G 10.0%
Uncooked beef roast [ 9.8%
Fresh fish, seafood S 7.4%
Rice, pasta, cornmeal G 7.0%
Coffec [ 6.6%
Potatoes [ 5.6%
Graphic: Angela Smith, Judy Treible

Source: LS, Commerce Departmeant @ 2007 MCT

Will there be enough commodities

for food and industrial uses?




Food Commodity Price Spikes
Since 1970
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Source: International Monetary Fund: International Financial Statistics.

Taken From Ronald Trostle, Global Agricultural Supply and Demand, USDA, WRS-0801, May 2008




Commodity Price Spikes

e In 1974

— Fuel prices rose to their second highest mark
— Reactionary changes in import and export policies
— Significant food price inflation occurred.

e According to the Bureau of Labor statistics, when
adjusted for inflation,

— fuel prices are approximately 30% higher today than
they were in 1974,

— but grain prices are about half the price today
compared to 1974.



Comparison of Commodities

Taken From Ronald Trostle, Global Agricultural Supply and Demand, USDA, WRS-0801, May 2008
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Factors Affecting Commodity

Prices

Increases in the price of crude
oll
Devaluation of the dollar

Increases in agricultural
production costs

Weather events

Hedge fund involvement in
commodity markets

Demand for industrial products

A growing middle class in
China and India

Increasing population

Reduced agricultural research
and development by
governmental and international
Institutions

Policy responses to rising food
prices

Reductions in government-
held grain stocks



Role of Biofuels In Commodity
Prices

In 2007, the expansion in ethanol and biodiesel consumption |
estimated to have increased the Consumer Price Index (CPI) for all

food by 0.10-0.15 percentage point. In other words, ethanol and
biodiesel consumption accounted for approxmately 3-4 percent of

the overall rise in retail food prices.

CPI

All Food

During the first 4 months of 2008, the all food CPI increased by 4.8
percent, with increased ethanol and biodiesel consumption
accounting for only about 4-5 percent of the total increase.



Causes of Commodity Price
Increases

« DOE and USDA indicate
the most significant cause
of food price inflation is
Increased energy prices.

— Crude oil has risen by 300%
in 4 years.

e According to Meryl Lynch = |
and others, without the 8.0 SR RV
billion gallons of biofuelsin = , § kANt /
the fuel supply, fuel prices A
would be as much as 15%
higher making food prices
even higher




Dividing and Conquering
Production Agriculture




Food Companies’ Profits
Soaring

e Kraft Foods

-- $732 Million Quarterly (April-June) Profit
-- Raised prices overall by 7 percent

« SaralLee Jm@

-- $242 Million Quarterly Profit
-- Net sales increase of 10 percent




Energy Companies’ Profits
Soaring

 The Record (2nd Quarter 2008) : $11.68 Billion

« Exxon’s Excellent 2007 EXON
——

-- Profit $40.6 billion
-- Every second of every day: $1,287 of profit
-- Exxon’s 2007 profits of $404 billion, exceed the
gross domestic product of 120 countries.
Chevron

e Chevron’s 2007 ‘

- Annual profit of $18.7 billion in 2007 |-
-- Fourth consecutive year that they made record profits




Biodiesel Companies’ Profits are
Dismal

e Margins are thin to negative

* In the last year, over 55 biodiesel companies have
exited the industry

e Several dozen projects under construction have
been scraped or delayed

» At least two plants are for sale before production
has started.



Anti Biofuels Campaign

* Led by the Grocery
Manufacturers Association

e $15m PR campaign with
Glover Park Group

mn-- - ﬂf@ Stated Goal: revisit biofuels policies

P = = to contain rising food costs

Unstated goal: divert negative
> yp— T = attention about record profits during
. iz record prices




Where Do We Go From Here?




US Biodiesel Demand
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Raw Material Use - 2007

Total Soybean Oil Usage 79.1%

Inedible Tallow
and Grease

Refined 4.3%
Soybean Oll
62.5%
Other Fats and
QOils
16.5%
Crude Soybean

Ol
16.6%



Raw Material Use - 2008

Total Soybean Oil Usage 64.9%

Refined

Soybean Ol Inedible Tallow
33.9% and Grease
10.8%

Other Fats and
Oils
24.2%

Crude Soybean
Qil
31.0%



Expanding Feedstock Supplies

« Advances in plant
breeding science will
provide yield
INncreases greater than
historical trends lines

e Soy could provide an
additional 2 billion
e T gallons of oil by 2015
05 It s s ’ without adding a
single acre and with
less inputs

rrrrrrrrrr ge rrom il Charts taken from July 10, 2008 Senate Testimony
Actual 2007 Production: +H1% +133% +164% +45% +460% +T6% +31T% . . . .
. of John Pierce, DuPont Applied Biosciences

‘SCAnArio Assumes sama area planted in #ach country but with the abllity 1o achisve U.S. yislids.



Using Existing Land Resources

* According to the United Nations Food and
Agriculture Organization (FAO), of the land
available for agricultural use, only 3.7 billion acres
of the 10.4 billion is in production, and of that only
1% Is used for biofuels including ethanol.

« Agricultural policies which aim at keeping food and
grain prices lower, hamper agricultural

development efforts in developing countries and
result in less food.



Developing New Feedstock
Supplies

There Is considerable effort
and money going into
developing new feedstocks

*Algae

Camelina

Municipal Solid Waste
eSeashore Mallow
«Jatropha

*Winter Canola
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