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How can WPI’s consulting services help your business
succeed?
Consumer Research: WPI produces low-cost, non-probability consumer surveys
around the world. When overlaid with conventional market research data, the result
is insights into where and how markets for agrifood products can be expanded –
and we have the results to prove it.
Market Identification: Conventional use of macroeconomic and demographic
data has correlative value in identifying new markets, but WPI digs deeper. The
result has been unique recommendations with some netting a return ratio of 6:1 for
increased exports and promotional investment.
Investment Analysis: WPI has provided due diligence on agrifood investments in
disparate parts of the world from dairy and juice packaging in Cameroon to
soybean crushing in Ukraine and biotech corn planting in Canada. In other
instances, the company has used its decades of risk management experience to
caution enthusiastic but new-to-agriculture investors to be prudent.

What do our clients say about our services?
• Any company that follows up like WPI deserves our business.
• WPI does an excellent job of working to assess the client’s needs and
tailoring their methodologies accordingly.
• WPI is very responsive in addressing any questions we have; they are helping
the association gauge how to move forward with effective strategies in
international markets. This year they have increased the level of their services
and continue to help us find ways to be effective with our strategies.
• WPI has been responsive and cooperative under every challenge and
circumstance presented in their work for us.
• WPI really provides us with a life-blood service.

Please contact Gary Blumenthal, CEO and President, at 202-785-3345 or
gblumenthal@agrilink.com for more information about how WPI’s consulting
services can work for you.
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Below are the results of two recent WPI polls. Visit www.worldperspectives.com to cast your vote in our current
survey.
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FROM THE WPI TEAM
The commodities boom is in full swing, and we
have been covering its impact on the beef market.
U.S. retail fresh beef prices are up 14 percent
from a year ago. In this edition of Ag Review, we
elaborate on what some are calling a structural
inflation shock. Demand is up and China has
joined a long history of often flawed government
efforts to keep prices up for farmers but make
them lower for consumers.
In this issue we note that COVID has certainly
had its impact on socioeconomics but the
downward dynamics for U.S. wheat flour have
been in place for a long time. Sustainability is a
topic about which World Perspectives’ analysts
will be dissecting for a long time again. The EU
has reached a tentative agreement in reforming
the Common Agricultural Policy in a way to
make it more sustainable. We also note how the
egg industry is positioning itself on a green
marketing path.

Ag Review

This edition again covers two critical parts of the
world – China and the Black Sea. While grain
production and consumption are important to
both, there is no more important topic in China
than pork and we have the details.
Finally, we touch upon key policy issues like the
required volume obligations of the Renewable
Fuel Standard, and U.S. President Joe Biden’s
recent effort to re-set relations with the European
Union.
We hope you enjoy, and we welcome your
feedback.
Gary Blumenthal
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WPI MARKET ANALYSIS
Length of Commodities Boom
By Gary Blumenthal

T

here are an increasing number of reports
citing the potential for the recent jump in
commodities prices to be more than just a
short-term dynamic.

The graph below shows how the value of corn has
deviated from the overall index over the years,
including a larger rise this year, but also a decline
that went faster than the index in 2014/15.

Masayuki Noumi of Mizuho Bank is quoted
saying, "Prices will get stuck at high levels as the
balance of supply and demand is tightening."
However, most such comments are focused on a
few industrial commodities like copper and
petroleum. The price of copper is up 70 percent
from a year ago and the value of petroleum and
corn have doubled. However, producing metals
and oil require long-term investments that have
declined whereas a surplus of corn can be just one
crop away.
Indices such as the Bloomberg Commodity Index
are adjusted annually to better reflect underlying
changes. Bloomberg claims that “no single
commodity or commodity sector dominates” its
index and so it has less volatility as an investment
tool. Whether those adjustments turn out to be
accurate is debatable.
For example, the changes from 2020 to 2021
including lowering the weight of commodities
like corn and industrial metals like copper, while
increasing the weight of petroleum, soybeans,
and hard red winter wheat.

Eggs versus People
By Gray Blumenthal
Among the animal proteins, only milk has lower
GHG emissions than poultry eggs. This is
because in a sense, they are both renewable farm
products. A cow produces thousands of pounds of
milk and a hen lays hundreds of eggs.
The egg industry is emphasizing its sustainability
attributes in a bid to grow the industry at a faster
rate. The number of eggs available per person has
been falling (see graph below) as people out
produce hens.
The industry is improving its climate footprint
faster than other industry sectors through
improved feed efficiency, housing advancements
and manure management. Egg substitutes have
been available for years but have never gained
more than a small foothold. Given the emphasis
on meat alternatives, eggs may end up being the
ultimate “natural” and climate friendly protein
product.
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Flour History
By Gary Blumenthal
U.S. flour exports were down slightly for the first
quarter of the year, but that is generally par for
the industry. Turkey produces one-third the
volume of wheat as the U.S. but exports three
times the volume of flour. Some suspect subsidies
are a determinant of this outcome. Of course, a
large portion of U.S. flour exports are via food
aid, a form of subsidy. The U.S. was a major
exporter of wheat flour in the aftermath of WWII,
but many recipient countries realized that flour
mills were an affordable way to create valueadded jobs and began building their own
capacity.
U.S. flour exports have stabilized but with
increased attention to cash in lieu of commodities
in international food aid, the trade may face
further contraction. This means the U.S. industry
must look to expanding commercial exports of
value-added flour and flour products. Aggressive
exporters like Turkey will make that a
challenging objective.
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WPI INTERNATIONAL ANALYSIS
China In-Country Analysis
2 June 2021
By Global Agribusiness Partners

Livestock
China’s Live Hog Market Faces
Uncertainties, Nears Breakeven Point
ccording to the Ministry of Agricultural
and Rural Affairs’ (MARA) recent
official survey, hog slaughter output was
up 41 percent in April. Through the first
four months of 2021, production has increased by
nearly 40 percent from a year ago. The National
Bureau of Statistics (NBS) noted that a total of
171.4 million were slaughtered in the first quarter
or about 57 million head per month. While
MARA’s numbers are often opaque, the uptick
for April suggests about that around 80 million
hogs were butchered, bringing the year-to-date
total through the first four months to just under
252 million head. Surveys with producers and
traders last week confirmed that average weights
soared in the first quarter and into the early spring
as producers made valiant efforts to recover the
higher feed costs by selling fatter pigs with
weights in the 150 to 200 kg range (331 to 441
lbs.). That strategy has backfired as prices have
plummeted in April and May and buyers began
discounting for the excess fat.

A

In addition, imports of frozen meat and offal have
continued to sustain at a high level. Through the
first four months of this year, pork, beef, and
poultry imports are up year-on-year by 18
percent, 19 percent, and 20 percent, respectively.
Through the first three weeks of May, U.S.
weekly exports of frozen cuts of pork have totaled
36,895 MT for a weekly average of 12,298 MT,
while new gross sales have totaled 18,470 MT for
a weekly average of 6,157 MT. Similarly, weekly
exports of U.S. frozen cuts of beef have totaled
8,974 MT for the first three weeks of May for a
weekly average of 2,911 MT, while new gross
sales have amounted to 20,871 MT for a weekly
average of 6,957 MT.
Ag Review

On the producer’s side, questions abound about
the impact of winter illnesses, African Swine
Fever (ASF) outbreaks, illegal vaccines, and poor
breeding on inventory figures. A recent industry
tour by market analysts as chronicled by the blog
Dim Sums revealed some interesting findings for
hog production in Guangdong and Guangxi
provinces. That trip found inventories were about
60 to 70 percent of pre-ASF levels. Most of the
small farms in the provinces are now functioning
as grow out operations, where margins are thin
due to feed costs and live hog prices. Illnesses
over the winter and resurgent cases of ASF were
not kind as 70 to 80 percent of farms in Guangxi
Province reported infections since December.
Furthermore, while the large operations have
focused their efforts on biosafety, breeding, and
slaughtering, the use of non-traditional breeding
sows has reduced average litter sizes to 10 from a
typical range of 14 to 15 according to the trip
report cited by Dim Sums. The current cost
structure of operating has put the breakeven price
at about RMB 17/kg ($2.66/kg) or RMB 7.71/lb.
($1.21/lb.) As Jim Long of Genesus noted earlier
this month, the falling margins are going to have
a significant impact on a number of large-scale
operations that have borrowed heavily to build
out their breeding operations and contract
farming network. He pointed to the U.S. hog
market in 1998 to demonstrate where he thinks
China’s operators are headed here in 2021, which
will mean some of the current top ten will
succumb to a different culling of the herd.
Breeding Pig Imports Continue on Record Course
The culling of sows that began last November and
ran through the winter months of the first quarter
have resulted in breeding imports remaining at
historically high levels. Major pork producers in
China have imported 14,600 head through the end
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of April, which compares to 5,900 head for the
first four months of 2020, a 147 percent increase.
Operational efficiencies will become the name of
the game, but with ASF still unchecked, the
biosafety costs will remain a huge challenge. And
even though food inflation has fallen due to lower
pork prices, other commodities are rising, which
means that consumers will lean on imports and
pork substitutes to balance their household
budgets. It is notable to U.S. beef shipments in
May at least on a frozen cut basis outpacing
pork.
Live Hog Prices Reach Lowest Level in Over
Two Years
Last week saw the national average live hog price
fall by 6 percent. That translated into a week-onweek decline of RMB 1.11/kg ($.17/kg) or .50/lb.
($.08/lb.). The last time China’s national average
hog price was below RMB 18/kg ($2.82/kg) or
RMB 8.16/lb. ($1.28/lb.) was the last week of
May 2019. The average profit per live hog
tumbled sharply last week, shedding 33.9 percent
or RMB 140/head ($21.91/head) to its lowest
level in two years. Looking ahead, it remains
quite possible that the average live price returns
to its pre-ASF level of RMB 12 to 13/kg ($1.88
to $2.03/kg) or RMB 5.44 to 5.90/lb. ($.85 to
.92/lb.). But, that range existed before ASF and
all of the money that has been spent deal with the
havoc that it brought to the industry. Plus, corn
prices were in a completely different place two
years ago. At that juncture, the September corn
futures contract closed the month of May at RMB
1,978/MT ($286.25/MT), more than RMB
1,000/MT ($156.49/MT) cheaper.
White Feather Broiler Prices Continue
Gradual Climb
Poultry producers in contrast to their counterparts
in the pork sector are seeing prices continuing to
edge higher, as feed costs remain high and
imports strong. Last week saw the national
average price rise by 1.9 percent or RMB .17/kg
($.03/kg) or RMB .07/lb. ($.01/lb.). The white
feather broiler price is now at its highest level
since mid-January. This trend should continue
with prices leveling of near the RMB 10/kg
($1.56/kg) or RMB 4.55/lb. ($.71/lb.).

Ag Review

Oilseeds
Soymeal Inventory Data Returns, May Total
Up 7 Percent
China Grain finally updated its regional soymeal
inventory data last week. The speculation about a
modest rise in stocks based on imported soybean
data and price trends over the past month proved
correct. The national estimated total through last
week amounted to 694,700 MT, an increase of
just 45,700 MT or 7 percent since the week
ending 23 April. Last week, the estimated
nationwide inventory ticked up by 30,900 MT or
4.7 percent. Regionally, stocks rose in four
regions and fell in three. Leading those seeing
gains was Guangdong, where inventories jumped
by 30,100 MT or 28.1 percent last week.
Guangdong’s soymeal stocks have risen by 73.1
percent, essentially accounting for all of the
increase nationwide as inventories in the
northeast, north, and Shandong have trended
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downward over that same period. On an
annualized basis, last week’s total was up by
173,700 MT or 33.3 percent from a year ago.

Imported Soybean Inventory Nudges Higher
With imported soybean stocks at the major ports
in Shandong, Guangdong, and Jiangsu all seeing
modest increases last week, the national total
inched up by 21,300 MT. The largest uptick
occurred at the four major ports in Guangdong,
where stocks rose by 32,500 MT or 4.4 percent,
pushing up the province’s share to 11.9 percent
from 11.5 percent two weeks ago. Outside of the
big three, inventories at other major seaports fell
by 31,200 MT or 1.4 percent, dropping their share
of the national total to 26.4 percent. The ports in
Shandong and Jiangsu continue to account for the
lion’s share of the imported soybean inventory
total with 34.9 percent and 26.8, respectively.

Brazilian soybeans reversed course last week and
also rose by $4/MT or .7 percent. On the product
front, soymeal prices ended their recent
downward trend as the average producer’s price
improved last week by RMB 13/MT ($2.03/MT)
or .4 percent, while the average producer’s price
for soyoil increased by RMB 77/MT
($12.05/MT) or .8 percent. The uptick in pricing
for meal and oil helped pair operating losses on
both U.S. and Brazilian soybeans. In absence of
the 25 penalty on U.S. soybeans, the average
crush margin loss narrowed by RMB 27/MT
($4.23/MT) but still remained deep in the red.
Meanwhile, the average loss on Brazilian
soybeans was reduced by RMB 26/MT
($4.07/MT).

Crush Margins See Modest Gains on Higher
Meal and Oil Prices
The average CNF price for U.S. soybeans
continued to increase last week edging up $4/MT
or .6 percent. By comparison, the landed cost of
Ag Review
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Grains
Average Corn Price Falls in Guandong, Up in
Northeast
China’s domestic corn market saw mixed trends
last week, which resulted in the national average
price giving back a modest RMB 2/MT
($.31/MT). In Guangdong, competition from
imported grains and newly harvested wheat help
shave off RMB 30/MT ($4.69/MT) or 1 percent.
Similarly, the average price in Liaoning was
down RMB 18/MT ($2.82/MT) or .6 percent.
These decreases were offset by modest gains in
Heilongjiang and Jilin, where the average prices
rose by RMB 10/MT ($1.56/MT) or .4 percent
and RMB 7/MT ($1.10/MT) or .3 percent.
Supporting corn prices in the northeast were
improving pricing for ethanol and DDGS. The
starch producers in Shandong and Jilin saw very
little price movement activity with the exception
of corn gluten meal prices in Shandong, which
saw the average fall by RMB 60/MT ($9.39/MT)
or 1.2 percent. For ethanol producers in
Shandong, last week saw some solid gains in the
average prices for the ethanol and DDGS, which
helped to lessen the average operating loss.
There, the average ethanol price moved up by
RMB 100/MT ($15.65/MT) or 1.5 percent, while
the average DDGS price improved by RMB
30/MT ($4.69/MT) or 1.1 percent. By
comparison, in Jilin, the average ethanol price
held steady from a week ago, while the average
price for DDGS gained RMB 100/MT
($15.65/MT) or 4.3 percent.

Ag Review

Black Sea Regional Analysis
16 June 2021
By WPI Staff

Regional News
Black Sea Russian Grain Markets:
7-11 June 2021
Russian domestic grain markets have heard the
first trumpets of the new crop approach.
However, bearish sentiments are already here
while harvest may be slightly delayed due to a
late spring. The bear has been moving slowly but
steadily north and now Black Soil region is
copying the bearish pattern of south Federal
District which has been on this track for a couple
of weeks. Among negative trends are the
introduction of the export duty, a bearish world
market mood, and RUB appreciation. The only
factor which can be mathematically calculated
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and appreciated is the export duty which will
change starting today, but that news alone already
had its effect on the market.

Southern region the bear march goes on (-RUB
150/MT), and only in the Ural mountains did
they remain slightly bullish (+RUB 40/MT);

In particular:
• Wheat export duty is $33.3/MT @
$247.7/MT (previous level $242/MT)
• Barley export duty is $39.6/MT @
$241.7/MT (previous level $241.7/MT)
• Corn export duty is $48.2/MT @
$253.9/MT (previous level $256.7/MT)

4th grade soft milling wheat prices remained
volatile: slightly bearish in Centre, Volga Valley
and Siberia (-RUB 15/MT), distinctly bearish in
the Black Soil region and Southern Federal
District (-RUB 120/MT) and bullish exclusively
in the Ural region (+RUB 75/MT);

Since its introduction, the wheat export duty has
grown by $5.2/MT from $28.1/MT up to
$33.3/MT. Such volatility made Russian
exporting companies nervous as they cannot
predict the duty for a month ahead and it takes
one and a half to two months to originate and ship
a vessel for export, let alone forwarding contracts
for August- September. Immediate reaction is
buying lower, minimizing the risk, and as duty
grows so will the bear. It may be that even world
price stabilization may not save Russian wheat
from falling down in price as the crop forecasts
from the Black Sea area is quite promising.
Export prices for milling wheat flipped back to
the level of $260/MT FOB losing $5/MT and
even more on low water terminals of Azov and
Rostov on Don showing $245/MT FOB. Bids for
wheat delivered to the port on CPT basis also
dropped revealing new levels of RUB14,700 (300). New crop export indicators merged with the
old crop cemented temporarily at $260/MT but
even then, Russian wheat has been losing so far
on international tenders like Algeria for August
delivery. Without the export duty, Russian wheat
could have won the tender as freight from France
to Algeria and from Russia to Algeria is about the
same estimated at 26/MT.

5th grade feed wheat prices were also quite
volatile, remaining bullish only in the Ural area
(+RUB 25/MT) and bearish elsewhere including
the Black Soil region (-RUB 180/MT), the Volga
Valley (-RUB 215/MT), Southern Federal
District (-RUB 115/MT) and Siberia (-RUB
15/MT);
Milling rye prices were unmistakably bearish in
the Volga Valley region (-RUB 40/MT), in the
Center (-RUB250/MT), and Black Soil area (RUB85/MT), however they remained unchanged
in Siberia and Ural areas;
Feed barley prices remained bearish in European
Russia. Particularly, Central region (-RUB
250/MT), Volga Valley (-RUR 40/MT), and
Black Soil; they remained unchanged in Siberia
and Ural;
Feed corn prices remained bearish in the Central
region (-RUB 215/MT), unchanged in Black Soil,
but decreasing further in the Volga Valley (-RUB
200/MT) and Southern regions (-RUB 285/MT).
USD/RUB Rate
As of 11 June, the USD/RUB rate was 1/72.20 as
the ruble appreciated against both the U.S. dollar
and the euro.

Feed barley remained unshattered showing
$245/MT FOB Black Sea but ending stocks are
rather low. Domestic bids remained unchanged at
RUB 13,400/MT CPT Black Sea ports.

GEOGRAPHICALLY
3rd grade soft milling wheat prices were quite
volatile: in the Central and Volga Valley regions
they remained unchanged, in Black Soil and
Siberia they declined (-RUB 15/MT), in the
Ag Review
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Russian Oilseed Markets

Ag Review

Russia: 2021 Planting Season is Nearly
Complete
Russian Ministry of Agriculture reported that as of
9 June spring planting covered 50.3 Mha or 97.7
percent of the forecast. Grains were planted over
29.2 Mha or 99.7 percent of the forecast of which
spring wheat covered 12.9 Mha or 102 percent of
the forecast, spring barley on 7.3 Mha (95.4
percent), corn for grain on 3 Mha (105.2 percent),
rice – 183,500 ha (95.6 percent). Oilseeds planting
numbers are also promising with sunflower seeds
planted over 9 Mha or 105.7 percent of the forecast
with spring rapeseeds over 1.4 Mha (110.5 percent)
and soybeans covering 2.6 Mha (86.1 percent).
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Kazakhstan to Maintain Grain Exports at
Current Levels
The Ministry of Agriculture of Kazakhstan
expects that during MY 2021/2022 Kazakhstan
will maintain grain export levels at 8 MMT which
includes grains and flour equivalent which is inline with current year’s indicators.
The 2020 grains crop in Kazakhstan has shown a
15.3 percent growth versus 2019 totaling slightly
above 20 MMT.
Ukraine: 2021 Planting Season Completed
Ukrainian Ministry of Agriculture reported that as
of 10 June farmers completed planting spring crops
totaling 7.46 Mha or 99 percent of the forecast. Cool
and rainy weather in the previous months shifted
traditional patterns of planting dates making this
year’s planting exceptionally late. However, good
rainfall helped crops to emerge well across the
country. Particularly, wheat was planted over
175,400 ha (99 percent), barley – 1.35 Mha (97
percent), corn – 5.3 Mha (100 percent), oats –
193,800 ha (100 percent), peas – 238,200 ha (101
percent), and millet – 97,700 ha. Interestingly,
Ukraine is subsidizing production of buckwheat
which is a popular domestic food product covering
71,100 ha (89 percent). Oilseeds planting has also
been successful covering 6.4 Mha (100 percent) of
sunflower seeds and 1.39 Mha of soybeans (99
percent).
Russia and Ukraine are playing a key role in world
grain production showing good YoY dynamics and
sustainable growth both in production and exports.
USDA believes that MY 2021/22 may allow Russia
and Ukraine to cumulatively account for 15 percent
of the global wheat production, 18 percent of the
world barley production, and 4 percent of corn
production. Weather factors are important to follow.
This year particularly Ukraine is in a more favorable
situation than Russia, while a year ago it was
completely reverse. Ukraine has quite promising
forecasts for this year’s crop including winter crops
which came out of the winter in very good
condition.
Local analysts believe that Ukraine may boast a
73.8 MMT crop which will be 13 percent growth
from last year’s 64.9 MMT of which wheat was27.3
MMT (+10 percent), barley – 7.9 MMT (+3
percent), and corn – 36.2 MMT (+19 percent).
Russia’s crop is estimated by local analysts at 125.7
Ag Review

MMT which is 6 percent down from last year’s of
which wheat was 79.3 MMT (-8 percent), barley –
20 MMT (-5 percent), and corn 13.9 MMT.
To sum it up, the 2021 crop from Black Sea region
totals almost 200 MMT which is almost 1 MMT
higher than last year’s crop.

Will Ukrainian Government Owned Grain
Exporter Go Bust?
This question has been looming on the horizon for
a number of years and even brought the company to
a GAFTA court hearing. But, it no appears that a
sales agreement signed in 2012 between a Chinese
buyer and Ukrainian state-owned grain corporation
DPKZU to supply up to 5 MMT of grains to China
annually is still valid and must be fulfilled until
2027 despite delayed deliveries from the Ukrainian
side registered earlier. The soonest due payment is
July.
Current accounts payable of DPKZU to a Chinese
company alone total $101 million which include the
due payments and interest for 2021 alone. In the
event the Ukrainian state-owned agent goes
bankrupt, the Ukrainian government will have to
pay a high price since it was the sovereign guarantor
behind the deal. This in turn may trigger
privatization of one of the countries largest port
grain terminals which was postponed from
privatization for a number of years. GAFTA
arbitration alone stands for $62 million and if this
case is lost it is another financial burden to be faced
by the government.
DPKZU was founded in 2010 as a network of 49
inland grain elevators in 20 regions of Ukraine. For
2020 alone, estimated loss of this company due to
high interest rates and currency volatility was UAH
5.86 billion (around $200 million). The initial 15year term sales agreement with a Chinese side
totaled $1.5 billion and market analysts believe that
DPKZU does not have enough sustainable income
to pay this loan and interest as initially agreed.
Presently, the main focus of the company is to
secure corn origination in Ukraine for further
deliveries to China. The Ukrainian government
believes it will succeed in negotiating a
restructuring term with the Chinese. However,
Ukrainian governments are changing quite fast and
there is a high risk of losing time for negotiations.
Even if the Ukrainian government decides to sell the
above-mentioned elevators, it cannot be done
without consent from Chinese EXIM which is the
main creditor of the deal. Black Seaports Odessa
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and Mykolayiv alone account for 2.5 MMT of
grains transshipment annually. The company
accounts for around 10 percent of country’s
certified warehouses and around 10 percent of
Black Sea export throughput capacity.
The President of Ukrainian Grain Association
(UGA) Mykola Gorbachov believes that Ukraine is
capable of doubling or tripling grain exports to
China within the next couple of years. To make this
happen, Mr. Gorbachov signed a memorandum on
strategic cooperation between UGA and the
working committee of China’s Association of Small
and Medium-sized Enterprises, according to UGA’s
press service.

Ukraine: Flour Production is Down but Not
Yet Dead
Recently, Ukrainian flour exports were showing a
steady decline YoY, however there are several
factors to consider. A key factor is obviously high
prices for raw materials and dramatic competition
with export-oriented companies for milling wheat
and rye. Another major factor is government owned
flour mills some of which belong to DPKZU and
some to Agrarian Fund. Due to poor financing and
a delay in forming a flour making pool within
government owned operators promised back in
2014, some of the facilities were sold or privatized
and are currently used mainly for grain storage
rather than processing. Another factor is the
COVID-19 pandemic and decreased consumption
of food products in general and flour in particular.
Therefore, very few domestic investors were
focused on flour but rather on grains which were
promising a better and quicker return on investment.
Among the few who believed in flour production
and was boosted flour milling capacity was Zernari
which is estimated at 50,000 MT of flour per year.
During the 10 months of the current MY 2020/21,
10 flour mills in Ukraine produced 504,800 MT of
flour which is 46.8 percent of all flour made in
country or 1,077,400 MT. The best year in history
for flour production and exports was MY 2017/18
when Ukraine produced 1,622,400 MT. With flour
exports the situation is even worse. Compared to
2017/18 exports dropped almost four times showing
only 113,000 MT versus 428,000 MT.

Ag Review

Ukrainian Grain Markets: 7-11 June
2021
USD/UAH Rate
As of 11 June, the USD/UAH rate was 1/ 27,1068
as the hryvnia continued gaining more weight.

Wheat
Ukrainian 12.5 percent milling wheat lost
$3/MT FOB due to low trading activity at the end
of the season. Domestic market also declined
UAH50/MT @ CPT port basis and remained
stable on inland elevators. Price indicators for
new crop and old crop nearly matched. However,
bearish sentiments may continue as USDA
increased both wheat production and export
potential for Ukraine for 2021/22 when exports
are forecast at 20.5 MMT.
During the first ten days of June, wheat exports
showed 137,000 MT of wheat and another 329,000
MT are scheduled for delivery yet in June with the
lion’s share (113,000 MT) belonging to Egypt
deliveries. Interestingly, Thailand purchased Black
Sea wheat with August/September delivery @
$300/MT CIF.

Feed Grains
Export feed corn prices remained unchanged
where
old
crop
demand
was
very
weak. Domestic prices remained unchanged as
well. Forwarding contract prices for 2021 crop
corn added some $5/MT. During the month of
June, Ukraine exported 482,000 MT of feed corn
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and another 724,000 MT are scheduled for
delivery of which 210,000 MT are to China.
Numbers are promising, however there is a high
probability that these deliveries are nothing else
but the DKZPU’s obligation to China. China by
the way is said to be investing in a processing plant
in Ukraine to process up to 1 MMT of grains per
year.
Feed barley export FOB Black Sea prices
remained unchanged and the marked totally
moved from the export marketplace to domestic
trading grounds. The domestic market saw no
changes.
During June, Ukraine has already exported 2,000
MT of barley and another 74,000 MT are
scheduled for delivery of which 62,000 MT goes
to China.
With a good crop outlook Ukraine is likely to
exceed the 5 MMT exports predicted earlier.

good. Sunoil lost another $25/MT and crushers
are also switching to new crop programs. This
year’s sunflower stocks are down 38 percent from
last year. Ukrainian customs office reported that
during eight months of the season, sunflower seed
exports are still at record highs for the past
decade.
Ukraine should profit from high demand and
bullish sentiments for sunflower oil since this is
one of the key exporting commodities which
helps a poor economy to maintain export/import
balance and support local currency from losing
ground. Even with lower levels for new crop,
prices still remain at peak compared to the past
several years.
Sunflower Seeds
Export offer sunflower seeds prices for June
deliveries remained unchanged at $730/MT
FOB. Domestic prices increased; however the
traded volume is insignificant since the majority
of crushers are speculating for better prices and
new crop. New crop price indicators revealed a
range of $555-560/MT FOB.
For both domestic and export markets good
weather and more sunflower planted than earlier
expected will continue to create bearish
sentiments in the near term.

Ukrainian Oilseeds and Crude
Sunflower Oil Markets: 4-11 June
2021

Oilseeds
Prices were higher for old crop of sunflower
seeds due to lower stocks but significantly lowprice indicators for new crop with around a
$200/MT difference. Exporters are already living
in tomorrow and trading a crop which is in the
field now which is expected to be good and very
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Soybean export offer prices remained at
$630/MT FOB Black Sea for June deliveries.
YoY Ukrainian soybean crop has been on the
decline and this year is no surprise leaving
expected crop size within a range of 3.5 MMT.
Domestic demand for beans is more dead than
alive and this is a purely seasonal factor.
During the month of June, soybean exports were
7,400 MT and another 6,000 MT are scheduled
for delivery yet this month with 80 percent going
to EU and 20 percent to Turkey. This season,
Ukrainian exports of soybeans dropped by 43
percent versus MY 2019/21 and are now
expected to reach only 1.5 MMT.
Rapeseed trading is all ears for the new crop
sentiments. European rapeseeds market dropped
by 1.1 percent recently as forwarding contracts
signing revived. Ukraine is producing mostly
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winter rapeseeds and although USDA forecast 3
MMT local analysts see no more than 2.5 MMT
this season. Remaining stocks are historically low
and are down 39 percent from last year’s statistic
report. EXW spot prices showed UAH 17,00017,500/MT while new crop FOB showed 656665$/MT.
Crude Sunflower Oil
We have seen another downward move of oil
losing not as much as last week but still $25/MT.
The spot old crop oil market is only EU oriented
and sporadic. New crop oil prices are some $5070/MT below current spot prices, however we
may see that prices will remain at quite high
levels of MY 2020/21.
FOB prices Black Sea June deliveries dropped to
$1295/MT; 25 percent of currently scheduled
exports
of
sunflower
oil is
China.
Crude soyoil trading remained flat with prices
unchanged.

Ag Review

World Perspectives, Inc.

June 2021

14

WPI POLICY ANALYSIS
RFS To Do List: Reduced RVO
Coming?
By Dave Juday

O

n 11 June, we reported on the lobbying
effort by merchant refiners – and more
specifically their labor unions – to get a
waiver from the RFS. But Friday was also
the day that the Administration released its
regulatory agenda, which included the following
regarding the RFS and biofuels:
2022 RVOs: The 2022, and 2021, required
volume obligations (RVO) are teed up to move
soon. The Proposed 2022 RVO is scheduled to
come in July and targeted to be finalized to meet
the 30 November deadline. Since the 2021 RVO
was never issued due to the COVID pandemic
and the 2020 election, that rule will have the
retroactive volumes for 2021 (as happened in
2016 when the 2015 and 2014 RVOs were set
retroactively at the volumes actually used).
While the EPA agenda notes the proposed rule is
to come in July, there are ever present rumors
suggesting it could come yet in June, as early as
this week. Keep in mind, the most wellintentioned schedules on paper are subject to the
vagaries of politics and policy making. For
example, included in the last regulatory agenda
from the Trump Administration was a plan to
have the proposed 2021 RVO published in
December 2020 and finalized by June 2021 –
needless to say, it wasn’t.
Furthermore, regarding the new RVO proposal,
there are more rumors that the residual ethanol
RVO could be reduced. Ironically, 2016 was the
other time that the ethanol volume was reduced
(down to 14.5 billion) and EPA was remanded by
the federal court to find a way to restore 500
million gallons back to the RVOs because it
improperly applied its waiver authority. Again,
the last Trump Administration regulatory agenda
stated:
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EPA is considering alternative volume standards
in the development of the proposal, including a
response to the D.C. Circuit remand of the rule
establishing the RFS volumes for 2016. We
intend to continue to consider alternatives as we
develop the proposed rule.
That extra 500 million gallons is an issue that
continues to hang over EPA as it tries to balance
out the 2022 RVO with the realities of the market.
Again, the unions have weighed in on the side of
a waiver – a letter to the Administration from 14
building and trade unions states:
… there is a dire need for the Environmental
Protection Agency (EPA) to partially waive the
federal Renewable Fuel Standard (RFS) volume
mandate. This action is urgently needed to reduce
the skyrocketing cost of RINs and preserve
American union jobs. … As you know, the
domestic merchant refining industry provides
union construction workers with thousands of
steady high-paying jobs. When refineries invest
in new capital or major maintenance projects,
they typically employ thousands of additional
skilled craft workers. However, wildly volatile
and excessive RIN prices have curtailed many of
these multi-million-dollar projects, ….
The previous Administration set last year’s
volume obligation (RVO) well above the amount
of biofuels that could possibly be blended into the
fuel supply. Specifically, per the Department of
Energy, because of the lower demand for
transportation fuels and actions taken by the
previous Administration, the amount of RINs
generated was 800 million gallons short of the
RVO requirement creating a wild and
unprecedented run-up in RINs prices.
Of course, the biofuels industry has a different
take than the unions – they think the Trump
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Administration undermined the RFS with too
many SREs. EPA still has plenty to do after it sets
the RVO, however.
Reset Rule: Under the statutory provisions
governing the Renewable Fuel Standard (RFS)
program, EPA is required to modify, or "reset",
the applicable annual volume targets specified in
the statute for future years if waivers of those
volumes in past years met certain specified
thresholds. Those thresholds have been met. For
example, were it not for the past waivers, the
statutory volume for 2022 would be 36 billion
gallons of overall biofuels.
As a result, EPA is considering proposing a
rulemaking that would modify the applicable
volumes targets for cellulosic biofuel, advanced
biofuel, and total renewable fuel for future years.
Thus, the regulatory agenda also notes that it is
targeting July 2021 to propose a rule that would
set post-2022 Renewable Fuel Standard (RFS)
blending targets and finalize that rule by 30
November 2022.

Quandary Agriculture Policy
By Gary Blumenthal
Background: EU politicians are challenged
finding compromises on CAP reform that
concurrently meet the objectives of the Farm to
Fork and Green Deal. There are also challenges
at the technical level since the data is not always
available, is inconsistent or even conflicting.
Some goals are straightforward: get consumers to
eat less meat and produce animals with reduced
emissions and use of antimicrobials.
However, it is more complex than simply adding
sustainability to the least cost feed
formulation. For example, some call for turning
leftover human food into animal feed, thus
concurrently solving the food waste problem, but
that does not work across species and has its own
complications.

political reaction to consumers “concern” about
health impacts that may not exist. France’s
agricultural research institute called INRAE
notes that, “We are facing a major challenge to
ensure plant health with less pesticide.” Genetic
modification and biocontrols become more
important, which is why most member state
agriculture officials support the pursuit of new
genomic techniques while others mock the
concept of “organic GMO’s.”
Consumers: Part of the plan also involves
consumer behavior, which includes a willingness
to pay more for less. There is noted skepticism
that consumers will switch to so-called future
foods such as insects, mealworms, and lab-grown
meat. Eurobarometer data shows that Europeans
still choose foods based on appearance, cost, and
origin, with environmental impact last. The
cultural bonds to food are strong in Europe and
that makes change more challenging.
Trade: There is angst in Europe over an increase
in imports of cheaper, less sustainable food.
Some emphasize the importance of short food
supply chains (SFSC’s). When asked for peer
reviewed data on the relationship between supply
chain length and sustainability, there was a
referral to an INRAE literature review that was
not helpful to the cause. It states that, “Though
the literature tends to generally agree on the
social benefits of SFSC’s, their economic and
environmental impacts typically elicit more
heterogeneous
outcomes,
while
their
health/nutrition and governance dimensions
remain under-explored.”
Rhetorically, this American analyst asks that if
short supply chains are more sustainable for food,
then would they not also be so for products like
automobiles and electronics? And if so, should
Europe not just be concerned about imports but
also ban the export of its foods and cars since they
contribute to unsustainable long supply chains?

Plant Protection: Other conflicts include
reducing the use of more toxic pesticides but that
may increase the use of chemicals that have
become less effective over time. Some of this is a
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Transatlantic Agreements – Good
and Bad
By Gary Blumenthal
U.S. President Joe Biden has been busy in Europe
this past week and the results are a mixed bag of
tricks.
Boeing-Airbus Dispute: The two sides will
withdraw punitive tariffs on each other’s goods
for five years. Tariffs are generally bad and this
is an especially good deal for the EU since it
faced 87 percent more punishment from the U.S.
than it could impose on American goods. The
commitment to find a legal solution to the dispute
rings hollow since the two sides have failed at that
chore for the past 17 years. The real focus is on a
joint industrial policy to beat China at large
aircraft manufacturing. An effort to develop
global disciplines on aircraft subsidies likely gets
blocked by China. An especially silly agreement
is that R&D funding on aircraft should be done
through an open and transparent process and the
results of fully government funded research
should be made widely available, if permitted by
law. China might have lobbied for that provision.

virtue signals on everything from refugees to
vaccines to animal welfare. China’s reaction was
also notable as it involved a lampooning of the G7 as the “Last G-7” in a mocked-up artwork of da
Vinci’s Last Supper but highlighting the warts
and weaknesses of the western-allied nations now
opposing the Middle Kingdom.
NATO: Not worth mentioning.

Global Minimum Business Tax: The G-7
agreement on a 15 percent minimum corporate
tax does not end efforts to use the tax code to
outcompete. Like the Boeing-Airbus dispute, The
Biden Administration gave more than it got since
most of the large multinational corporations to be
taxed are American-based.
Transatlantic
Trade
and
Technology
Council: Both Brussels and Washington have
been caught flat-footed on the semiconductor
supply chain problems. Like the aircraft dispute
above, cooperation on things like standardssetting can be helpful but it is unclear that what
one analyst called “techno-nationalism” is the
correct approach.
China: The biggest outcome was moving Europe
off the sidelines when it comes to China. Brussels
was previously equivocating – refusing to use its
moral authority with the Middle Kingdom
because of commercial financial interests, an
embarrassing position for a political entity that
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