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| typically use this column to focus on national and provincial agricultural economic matters.
But we are part of the global community, and from time to time events that happen elsewhere
impact our agricultural markets here at home.

We are currently in the La Nina event, which has varying global impacts. For example, unlike
in the Southern Africa region, where a La Nina event naturally leads to excessive rains as we
are witnessing across South Africa, the South America region experiences dryness.

The drier weather condition has been the main feature of South America's 2021/22
production season, with grains and oilseeds production forecasts consistently revised down
in the past months from the optimistic levels of November 2021. This is in anticipation of
poorer yields. The most exposed countries are Brazil, Paraguay and Argentina, also notable
players in global agriculture.

Still, suppose one considers the latest crop estimates from the International Grain Council
(IGC) and the United States Department of Agriculture (USDA), which are vital institutions
observing global agricultural conditions; the data suggest that South American countries will
have a relatively larger harvest than 2020/21 production season.

Considering maize, the IGC forecasts a 30% year-on-year (y/y) and |% yly increase in Brazil
and Argentina's 2021/22 maize production to |13 million tonnes and 61 million tonnes,
respectively. Surprising numbers, indeed, on a drier season.

For this reason, both the IGC and USDA maintained the 2021/22 global maize production
forecast at ,2 billion tonnes, up by 7% yly. Due to the expected relatively large global
production, the IGC forecast 2021/22 global maize storks at 287 million tonnes, up by 3% yly.

Still, the weather is a crucial indicator to monitor, influencing the final yields in South America,
and we should watch it closely in the coming months.

Importantly, we should perhaps read the USDA and IGC's latest 2021/22 production
estimates with caution. They might not have accounted for some recent weather changes and
their impact after that on crops.

Consider South Africa's maize production estimates, which the USDA placed at 17,0 million
tonnes (up from 16,7 million tonnes in 2020/2| season). The IGC estimated 16,5 million
tonnes (down from 16,9 million tonnes in 2020/2| season). Such optimistic production
harvests are unlikely for South Africa as the heavy rains have caused crop damage in some
provinces and delays in plantings. We will know for sure South Africa's production estimates
from local forecasters such as the Crop Estimates Committee around February 28.

Therefore, it seems that these institutions, IGC and the USDA, considered the optimistic
weather outlook at the start of the season, in October 2021, and didn't account for the recent
weather development. | fear the same could be true for South American countries; hence |
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think it's essential to observe weather conditions in this region over the next couple of weeks,
which will impact the harvest size.

Unlike maize, the soybeans 2021/22 production forecasts for Brazil, Argentina, and Paraguay
were revised down notably from the previous estimates. The IGC currently forecasts Brazil's
2021/22 soybeans production at 137 million tonnes (down 0,4% y/y), Argentina's harvest at
44 million tonnes (down by 5% y/y), and Paraguay's 2021/22 soybean harvest at 8,5 million
tonnes (down by 13% yly). Consequently, the 2021/22 global soybeans production is at 368
million tonnes, which is almost the same as the previous season.

The improvements in the harvest in the US, Russia, and Ukraine have somewhat compensated
for the expected poor yield in South America. As a result of these production adjustments
and the firmer global soybeans consumption, the IGC forecasts 2021/22 global soybeans
stocks at 52 million tonnes, down by 6% yly.

Rice and wheat production are not in a similar spotlight as soybeans as production forecasts
have remained relatively stable since last year. The 2021/22 global rice and wheat production
is estimated at 51| million tonnes (up by 1% y/y) and 781 million tonnes (up by 1% yly). In
terms of rice, the price direction has trended sideways to downwards in the recent months;
we expect the trend to continue in the near term.

For wheat, the rise in global consumption has provided upward support to prices in the recent
past. Still, the wheat prices shouldn't be as volatile as what we could see in soybeans and
maize, where the weather conditions matter a lot for the near-term price direction.

These global market grain dynamics ultimately influence South African framers' prices for their
commodities and consumers pay. Hence, it is always important to keep an eye on them from
time to time. Presently, there is uncertainty about South America's crop size. The risks | have
outlined mean that we should consistently monitor if the USDA and IGC estimates will be
adjusted in the coming month.
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