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Background: BFAP

 Founded in 2014

« 15 Years experience in analysing,
modelling, forecasting and unpacking the
agro-food, fibre and beverage sectors and
value chains in Africa.

* Network consisting of 45 employees and
associates spanning the African continent

« Our business model is based on adding
value through long-run strategic
partnerships in private sector, industry
bodies, universities and government.

 International, regional and local analytical
partners: FAPRI, FAO, OECD, BER &
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Climate data
- Evaporation
- Temp

Rain Fall

Resource data
- Soils
- Water

Infrastructure
- Silo's

- Railways, Roads
- Dams

Social data
- Households
- Employment
- Clinics

- Schools

Legislative data
- SDF's—-SPLUMA
- CARA

- Protected Areas
- Water Act

Global S&D Price Data Policy Data Economic Data
- Product/ stocks - Fundamentals - Tariffs - GDP
- Demand - Projections - Policies - Exchangerates
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Beneflt:larles
Public

- Private

- International

- NGO's

Outputs
Baseline

- Forecasting

- Scenario's

- Policy Briefs

- Spatially Explicit

Primary data

- Producer Data (Enterprise Budgets)
- Survey Data

- Research Data (Interviews)

Im pact Factor
Avoid Duplication

- Public & Private

- Holistic Strategy

- Real-Time

- Continuity
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BFAP’s foundation for analysing future trends: - | .
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* Annual 10-year agricultural outlook on 52

.+ | BFAP commodities
S | Rl
FA e State of agriculture- & food systems across
DIFMr Southern Africa:
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AGRICULTURAL OUTLOOK » Commodity Markets
A = ey o Field crops
O Livestock
O Horticulture

» Consumer Economics

» Farming Systems & Inputs
» Value chains

> Africa

» Spatial Integration
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Presentation Overview

1. Taking stock

2. Outlook for South African
agriculture

Domestic consumer
environment

1. Outlook for field crops

2. Outlook for livestock




Macroeconomic assumptions

"Ramaphoria’ fades to realism, emerging market sentiments compounding pressure

Real GDP Growth

Exchange Rate 13,30 13,21 14,24 14.32 14.44 14.52
CPI Inflation (%) 5,3 4,7 4,9 5,0 5,1 5,0
Brent Crude Oil (S per barrel) 54,0 74,7 73,5 70,3 68,0 67,0

Key factors: drought, weak Rand, oil price, cost of inputs, uncertainty & volatility

Q2 GDP... SA in a technical recession

Land values — Decrease by 30% (Agri Development Solutions)
Ag GDP — contracted by 29% in Q2 (Bloomberg)

Trade war implication on emerging markets
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Exchange rate performance & risks e |
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8 115 * After initial change of government,
. Rand outperformed other emerging
3 110 markets
; ¥« Recent uncertainty re land policy
1o i and general political sentiment has
o put it on the back foot
100 |~ i :
- IR * Poor global sentiment toward
o5 | GTn imina emerging markets likely to keep it
under pressure

90 * Trade war influencing Rand and

Jan-18 Feb-18 Mar-18 Apr-18 May-18 Jun-18 Aug-18 . .
other emerging market currencies
----- SA rand EM benchmark*
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Confidence Drops

i I' i 2 4 South African agricultural industry confidence falls to lowest since 2016

r B Agbiz/1DC agribusiness confidence index
The human costs Taking a cut

The Guptas sipho

" s 5¢ t golc 0g i 8 R100 mion from a ¢ :
83 stallec documents show
ZAR/EUR ZAR/GBP ZAR/IPY ZAR/USD ZAR/AU
2Q Q *Q 10 2Q 3Q Q 1Q 20 30

CHARTS: How land-seizure talks have hit SA's 6 2016: N6 Lk AL AT R 0N W18 W
. d Source: Agricultural Business Chamber Bloomberg
farming industry

prices in South Africa have piu d by a third sinc cember. The average pnce o
cultural iand sold in July w 36 a mpar R1

Production Plunge

South African agricultural output fell for two straight quarters

Farming Fears

South African commercial agricultural land prices fall on drought recovery,
expropriation concern

B Agricultural GDP, q/q percentage change

2
=11 v

-20

Z Rand per hectare

14,000 rand per hectare

1 T 40

3Q 2016 4Q 2016 1Q 2017 2Q 2017 3Q 2017 4Q 2017 1Q 2018 2Q 2018

e

Source: Statistics South Africa Bloomberg

Dec Jan Feb Mar ApT May Jun Jul

Source: Deeds Office data via Agri Development Solutions Bloomberg
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...but there is hope!!

SA farmers & agri-businesses
have shown resilience




Outlook for South
African Agriculture
from an investment

perspective
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SA’s performance in the global economy st | B,

INSIGHT

o 4.5
—i
o
N 4
S 3c Real AG GDP growth:
o .
N 2006 - 2016
© 3
o
Q
® 25
(go}
-
O 2
X

1.5

1
0.5
0
China Russia Mexico Colombia Australia Chile




BFAP

Agricultural GDP in South Africa wdl-
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Al, Listeria,
= - - o)
§ 60 WC Drought, 60%
o 5o 1 High grain stocks —
g -+ 40%
S 40
= -+ 20%
S
e 30 - I I I
— — - — — ] - O%
0 | - L I
10 1 + -20%
I % change real Ag GDP —Real Agricultural GDP
0 - - -40%
2000 2003 2006 2009 2012 2015 2018 2021 2024 2027

Li k i
ivestoc Field Crops Horticulture
* Beef herd rebuilding
* Cycle positive with lower feed
Disease impact critical

WC drought recovery
Water availability concerns
Need to open new export
NENNES

* High stock, low prices
* Post drought cash-flow
* Feed crop dominance
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Subsistence farmers with <0.5
ha

m Small scale farmers between
0.5 and 5 ha of land

B Small scale farmers with >5 ha Land reform No
326500 of land
m Better utilisation of
redistributed land JObSZ Yes

High-value irrigation crops .
¢ . g High value crops

Non-labour intensive field

crops Jobs: No
W Non-labour intensive livestock | Under-utilised land
’
10000 200000 Secondary jobs created in the homelands etc.

value chains

Agro -processing Yes
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Export performance: Agriculture ot | o,

g 2 * SA a net exporter of
5 16 agricultural products
s
10
;i | | * Horticulture leading
4 | Il II export performance
2 [ I| ]| | T E—— II || II || — rapid growth in
28258835 E88588 8585588 Citrus exports, nuts,
5§%g="2;826£8828a%252" wool
S g s & 3 ® =
s g * Significant imports:
7 3 rice, poultry, palm oil,
Net Exporters Net Importers Wheat
W 2015 W 2016 2017 H 2015 m 2016 2017




Market access for South African products

SACU: Southern
African Customs
Union

B|Iateral

Chlna

SACU
(Plurilateral)

GSTP: Global
System of Trade
Preferences
among developing
countries

Indonesia ASEAN-Australia-
New Zealand
Japan |  EOGd

South Korea Bilateral
ASEAN-Australia-
New Zealand
New Zealand
ASEAN-Australia-
New Zealand

Vietnam ASEAN-Australia-
New Zealand

PTN: Protocol on
Trade Negotiation

Source:
SHAFFE, 2018

Bilateral Bilateral

ASEAN-Australia-
New Zealand

GSTP

Bilateral
GSTP
PTN
Bilateral GSTP
ASEAN-Australia-
New Zealand
ASEAN-Australia- GSTP
New Zealand PTN
Bilateral GSTP
ASEAN-Australia-
New Zealand
Bilateral GSTP
ASEAN-Australia-
New Zealand

Bilateral

Hong Kong (China) ___- 2B

-- -

Bilateral
GSTP

GSTP

Bilateral

Bilateral
GSTP
PTN
Bilateral
GSTP

GSTP

PTN
GSTP

Bilateral
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GSTP GSTP
Mercosur- Mercosur-
India India
Bilateral Bilateral
GSTP

GSTP

GSTP

GSTP

GSTP

GSTP

PTN

PTN




If we get things right - R6 billion additional exports .:%e: Brap
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over outlook |

2,500,000

2,000,000

1,500,000

1,000,000

Thousand Rand

500,000 —

ApplesTable grapes Wine Citrus AvocaddslacademiasPecan Beef

M Current (2015) ® BFAP baseline (2025) Export Opportunity (2025)
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A 200 a 160
3 Composition 3 Origin
c c 140
S 150 s 120 ]
I
- 100 .
]
100 .
60 —
40
50
mE , il
o = - == . 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 B Other B Kuwait
W Fresh or chilled, carcass Fresh or chilled, bone-in cuts M United Arab Emirates Jordan
Fresh or chilled boneless W Frozen carcass Mozambique B Hong Kong and China
M Frozen, bone-in cuts M Frozen, boneless Viet Nam

- - Source: ITC Trademap, 2018
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Recent exchange rate depreciation et | B,
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Global competitiveness remains high T
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Maize cost of production $/ton
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® 2500 . .
5 e Continued decline
m ° ° .
T 000 in white maize area
2 1500
= n .
* The rise of
1000 | soybeans...
500 - sem=s  Ne7 :
ez * Sunflower as risk
N —— it mitigating
2000 2003 2006 2009 2012 2015 2018 2021 2024 2027 alternative?
White maize: Commercial = Yel|low maize: Commercial Sunflower
= =<Soybean = \\'hite maize: Non-commercial Yellow maize: non-commercial
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BEAP Baseline Nov 2018 31 day price average: 15 Aug - 26 Sep Average gross margin outlook for 3

o R4 500 o RS5000 2018: March 2019 futures crops in 9 agro-ecological zones
© ©
S R4 000 S R4500 2 graphs, different price assumptions:
P . left = BFAP Baseline Nov 2018
¢ R3 500 % R4 000 . A .
Q Q assumptions vs. right = 31 day moving
ge) © ° o
&% R3 000 &% R3 500 g\(/)t:elgage price assumptions for March
R3 000
R2 500
R2 500
R2 000 :
R2 000 » Improved outlook for maize from
2018 to 2019
R1 500 R1 500
R1 000 R1 000 » Soybeans under  baseline -
outperform maize in 2019; existing
R 500 R 500 futures for stipulated period — maize
R- R- marginally better opposed to
Maize Soybeans Sunflower Maize Soybeans  Sunflower soybeans
mE Gross Margin: 2018 W Gross Margin: 2018 » Sunflower remain good alternative
mmm Gross Margin: 2019 W= Gross Margin: 2019 for Western producing regions
Overhead cost threshold low Overhead cost threshold low _
Overhead cost threshold high Overhead cost threshold high » 2018 — Several regions not able to
= =|nvestment benchmark indicator = =|nvestment benchmark indicator cover overhead expendlture

-~
//

GRAAN SA
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Population growth Real GDP growth
pavnced [y e 50>+
China 7 China >, 780
N i 10
el 0 roGEGl T P
Developing 248 Developing /33
i e
0 100 200 300 400 500 0 2000 4000 6000 8000 10000
Million people, 10-year increase Billion 2010 dollars, 10-year increase

2008-2018 m 2018-2028 2008-2018 m 2018-2028

* Population growth: Developing regions accelerating, slower for advanced, China & other emerging markets
* Projected income to grow in all regions, but proportionally higher in China & other EM
* Impact of rising incomes in advanced, emerging & developing countries?




BFAP

Keeping growth within context of market size 29| B
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Poultry consumption and PC GDP
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Major investments in Ag-processing e | o,
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@ 2500 -
g Benchmark crush capacity (2.06 Million tonnes)
S (80% Utilisation of dedicated soya and dual capacity)
- 2000 -
c
?
3 Benchmark crush capacity (1.40 Million tonnes)
E 1500 - ark ¢ . .
= (80% Utilisation of dedicated soya capacity
1000 -+
- I I | I
OjIIII [ [ [ [ [ I I I I I I I I I I
Ad O O O NV IV D X v OO N D@D O O VYDV D A% H 60 A
QN " O IV AV AV Y O YV Y77V QYL QS QY
AT AT AR AT AT AT AT AR AR AT AR AT AT AR AT AR AR AR AR AR AP
Bl Soybean crush Bl Soybean full fat

Soya crush capacity (80% utilisation) —Soya and dual crush capacity (80% utilisation)
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Consistent growth in SA demand sl
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$ 3000 » | 500 4%
£ £
2 2500 S 400
e T
o 3
g P £ 200 0.2%  40%
1000
100 25% 21%
o === === mm N s N
0 SN s
-500 -100
S 5~ R 3 R B R SR SR GEGR
s & 8§ g S 2§ R &8 28 &< § 8 § X
AN N AN AN 1 1 1 1 1 1
A A 4 4 3 4 4 4
— —
= 2 = g 2 = 2 2
N oN
Chicken Beef Eggs Pork Sheep Cheese Butter SMP &
meat WMP

B Domestic Production ® Net Imports

B Domestic Production  H Net Imports
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Land reform scenario matrix agoiz [

Inclusive economy

2: Dis-investment
(0-5 years)

4: Equitable and stable growth

Extension of strong

] High risk sliding
Weak protection of down (post 5
property rights years) property rights

7

1: Chaos ..... Will eventually 3: Status quo; gradual decline
migrate due to
<: societal
uprising
(5-10 years) e What is needed to move from 3 to 4?

I * Key messages and implications to
- - Concentrated economy quadrant players




Land Reform: One size does fit all!

CAPEX & OPEX; R'000/ha

900.0
800.0
700.0
600.0
500.0
400.0
300.0
200.0
100.0

Net revenue per hectare (National 5-year averages)

- 180.0
- 160.0
- 140.0
Farm size - 1200
- 100.0
- 80.0

- 60.0

.

- 40.0
- 20.0

cs S

Extensive livestock Grains&OQOilseeds Grains&Qilseeds Vegetables Orchards (Oranges
(Dryland) (irrigation) (Tomatoes etc.) etc.)

I CAPEX Bl OPEX Gross Margins
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Gross Margin R'000/ha
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Land Reform — the portfolio approach st | B,
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Level & nature of
support required

Demand for food /
agricultural produce

Farmer categories

/ \ . ff \
A\ Commercial value chains for urban and j,,f’f _ \\
pening of export markets for all products y N
nternationa \ 4
markets \ // large scale
E-’?ivate sector and PPPs /
'l/_ - - \_. IJ- F o A\
p.ro""tl ! ngdaccetss tt° Formal and informal markets ) Ma rkzii orlenta:ted Natural
y: ma::jlfel:s i:ﬂ::it hofl::'cr::; on and export markets for high- / ro?: (:eI :'Jsm r!:)c: uecin evolution &
- \ value products / P P g consolidation
// commercial value X 4 surpluses \
- chains / /
/, \ ‘ ;_,' /
\_.. J_."’J /
/ W‘iltl coc.)rdlnate.d . dprowill:g .\“\_ I\J::;I:::;ts&l?r;z'r‘all ___/ Market orientated smallholders in
/ extension services and marke V. loose value chains
y access \ . produce markets y

._\

/ . I 4 . :
y U S Ml G programmes Eagues H__puseho!d Subsistence orientated smallholders
strong government institutions , consumption /
\ ! / / \
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No Deeds
6%

Other / State

16% Individuals

31%

Co-Owned
e \ -Current Stats SA
CBO'S/\ survey misses our
3% key target group
Companies
19%

Trusts
24%
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Agricultural Land Capability, Cash Crop Cultivated Land & Irrigated Land
National_Irrigation_FCB (Pivots, Horti, Viti)
Dryland Cropped Area (Excl. NC, EC & KZN)

Land Capability

CLASS

1

I
1]
\%
\%
Vi
v
B v
I W

Sal VIS

’ INTEGRATED VALUE
INFORMATION SYSTEM

- A

Source: ARC-ISCW (2004)



Grain SA Jobsfund Project

M Showcase presentation - X / @ P-Systems

< (& \ @ Secure | https://grainsa2017.ivis.co.za

) Map Information
¢ 9

Base Layers

v

SV
P4 Active Layers

Active Features
L Show/Hide All

Grain SA - Jobs Fund Fields

= g‘/\":}"' i

FIELD INFORMATION

Mentor Identification Wiggill Paul
Crop planted last season White Maize
Crop to be planted on this field White Maize
Area 1.50
Latitude -28.7697
Longitude 29.2011

Satelite view of field crop boundary

Map Legend

Jobs fund fields 2016/2017
I Jobs fund fields 2016/2017
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StatsSA 2015 Household survey 2016/17 Jobs Fund - GrainSA supported
developing farmers
3%
36% m Salaries
, 27%
Business
37% \\ m Remittances
| ®m Pension 41%
®m Grants
m Farming
m Other
® No income
. ® Unspecified B Pension and grants
6% 329 ®m Farming
14% 0

Other



Share of Respondents

Maize consumption & marketing

50%
45%
40%
35%
30%
25%
20%
15%
10%

5%

0%

Share of harvest consumed in the household

44% al

26%

8% 9%

50%

40%
35%
30%
25%

Share of Respondents

20%
15%
10%

5%

0%

45% -
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Where farmers sold their 2016/17 grain

44% ||!
] IV/IQ
17 1&)
] 34%
] 14%
| 6%
i 2%
—
To a In the Other At pension
commercial community nelghbours days

mill or coop



The “Go Do’s”:
- Market-led land reform

- Unlock under-utilised

. land....yes, it will cost
Concludlng direct support!

thoughts - Infrastructure: water,

water, water

- Services...collapse of
municipalities

- Opening of more export
markets 29 | BFAP
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