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EXECUTIVE SUMMARY

The 2010 International Grains Council (IGC) Conference was held on 8 June
in London and attended by approximately 350 delegates from all over the
world. This year's theme was “The new decade: towards greater market
stability?” Speakers, representing the key sectors of the industry, set out
their perspectives on recent grain and oilseed developments and probable
future trends. The IGC Grains Conference was preceded by the Food Aid
Committee (FAC) and Council meetings held on 4 and 7 June respectively.

At the FAC meeting, members exchanged information on their responses to
current food emergencies and were informed of urgent needs of hungry
people in some parts of the world by the World Food Programme. Donors
provided information on their latest humanitarian food assistance policy
developments and reiterated the imperatives of continued additional support.

The Council reviewed the grain and oilseed market developments and
assessed the outlook for 2010/11, stating that the current crop prospects for
wheat and coarse grains were favorable, with total supplies likely to balance
projected demand. Wheat production is expected to decline dlightly but
another record maize crop was forecast. World grain consumption is
expected to increase, with the use of maize and other grains in the bio-
ethanol sector remaining significantly high. Soyabeans trade volumes were
reported to have grown by nearly 50% over the last decade.

The IGC Secretariat published the first supply and demand projections for
rice in May 2010. Developing countries accounted for about 90% of total
exports of rice and often prioritized their local demand when domestic Food
Security is at risk. On the demand side, Africa, whose consumption growth
has outpaced its production, has maintained its position as a major importer,
accounting for one-third of international demand after Asia. Ocean freight
rates have shown a steady increasing trend since the end of 2009.
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1. INTRODUCTION

The 2010 International Grains Council (IGC) Conference was held on 8 June
in London and attended by approximately 350 delegates from all over the
world. This year's theme was “The new decade: towards greater market
stability?” The IGC Grains Conference was preceded by the Food Aid
Committee (FAC) and Council meetings held respectively on 4 and 7 June.

As customary, South Africa (SA) was invited to attend the FAC meeting as
an observer and was expected to make a statement regarding membership of
the Food Aid Convention. The other observers in attendance included India,
Korea Republic and the Russian Federation. The representatives from the
Food and Agriculture Organization (FAO), World Food Programme (WFP)
and World Trade Organization (WTO) also attended the Session.

The SA delegation the IGC Grain Conference and meetings consisted of Mr.
Itumeleng Makabanyane from the Department of Agriculture, Forestry and
Fisheries (DAFF), Ms Anna Endlin from SA Grain Information Services
(SAGIS) as well as Mr. Boikanyo Mokgatle from the National Chamber of
Milling (NCM). The Winter Cereal Trust provided financial support for Ms
Endin and Mr. Mokgatle to attend these meetings and Conference as
representatives from the industry.

2. THE FOOD AID CONVENTION MEETING

The Food Aid Committee held its biannual Session on 4 June 2010. The
chairperson acknowledged observers attending the Session which included
South Africa, India, Korea Republic and the Russian Federation. Additional
acknowledgements were directed to representatives from FAO, WFP and
WTO dso in attendance. Observers are expected to make statements
regarding FAC membership and South Africa, as usua, was not an
exception. Mr. Makabanyane reported that membership of the Food Aid
convention was still being pursued with the relevant principals and the
decision would be announced once the processis finalized.



Remarks: South Africa has over the years been invited to the FAC meetings
as an observer and was expected to have made a decision on membership of
the Food Aid Convention by now. The SA government has previousy been
involved in food aid activities and donated significant assistance through
FAO, WFP and Southern African Development Community (SADC):

2005: R140 million ($21.5 million) donated to FAO, WFP and SADC
to support the agencies operations in southern Africa.

2004: R100 million divided between FAO and WFP to assist in
meeting the food security needs

2003: R170 million donated to WFP and used to buy 100 000 tons of
maize locally.

Proposal: SA plays asignificant role in the entire continent in terms of food
aid assistance and therefore should consider membership of the Food Aid
Convention positively as soon convenient time as possible.

The Committee reviewed the global food situation and emergencies, food
aid policy developments as well as long-term food security concerns. The
members exchanged information on responses to current food emergencies,
with the WFP highlighting the urgent needs of hungry people in some parts
of the world. It was noted that three-quarters of global food aid was in
response to emergencies, mostly through multilateral channels.

WFP also reported that its programme of work in 2010 amounted to US$6.4
billion. The projected funding needs for Emergency Operations remained
high at 2.35 million metric tons valued at US$2.64 billion. WFP stated that it
had received US$1.5 billion from 52 donors as of 31 May 2010 aready. It
was reported that as growing needs were outpacing the significant increases
in donor funding, there was a danger that 2010 might be a year that it will
not able to meet a high percentage of assessed needs as approved.

FAO also presented its latest assessment of the food situation, especially in
the developing countries contained in its June 2010 Food Outlook reports
available on www.fao.org/giews/english/fo/index.htm.

Donor members provided information on the latest humanitarian food
assistance policy developments. Most countries reiterated the imperatives of
the continued additional support over and above the minimum annual aid
commitments to improve global Food Security status. Most of them reported



on the budgetary initiatives taken to help meet their food aid obligation and
emergencies. These initiatives are mainly in the form of financia or
humanitarian assistance.

The Committee received an update on recent international food security
discussions. This included the outcome of the G8 Development Ministers
meeting in Halifax, Canada, which put emphasis on strengthening
accountability and effectiveness of development assistance.

The Committee considered the report from the Working Group on the future
of the Convention, established in March 2010. Members would meet
informally before the next Session in order to build on the progress made.
The Committee decided to extend the Food Aid Convention, 1999 by
another year to 30 June 2011.

3. OCEAN FREIGHT MEETING

The ocean freight meeting was held before the Council Session commenced
on 7 June 2010. The IGC Freight Consultant gave an update of the trend in
the global shipping business as follows:

The Capesize market (120 — 180 000 tons carriers) showed a sharp recovery
in 2010 after a period of depressed rates. The increased demand of iron ore
and coal by China and Japan, coupled with port congestion boosted the rates.
It was reported that about 80% of China's steel mills have temporarily
ceased purchasing iron ore with expectations that prices might decrease.

The Panamax market (55 — 75 000 tons carriers) performed well in recent
months as a result of a growing demand in the Atlantic, particularly from
South America, as well as in the Pacific. The Pacific rates were underpinned
by substantial coa shipments from Australia and Indonesia, with spot
vessels aso in short supply.

The Handy / Handymax and Supramax (carriers of 10 — 40 000 tons and
40 — 55 000 tons respectively) market rates strengthened steadily in the last
few months, particularly in Europe, supported by significant demand from
grains, scrap metal and fertilizer. Pacific rates were also lifted by sizeable
mineral demand. The steady improvement rather than a sudden leap in rate
levels signified afirmer market stance likely to be maintained in the next 8 -
12 months.



The new building costs were reported to have firmed dlightly, with a
plethora of new businesses placed in Korea and China. The second- hand
prices remained buoyant given the firm dry cargo market.

The demolition prices were reported to have fallen rapidly in the past few
weeks. Many preferred increased demolition to balance the large new order
book. Scrap prices continued to fall particularly in China.

The IGC Freight Consultant concluded that the overall market sentiment in
the global shipping industry remained remarkably positive.

4, INTERNATIONAL GRAINSCOUNCIL MEETING

The Council Session was held on 7 June 2010. Amongst others, members
examined the world grains and oilseeds situation, exchanged information on
national policy developments, agreed on the Council’s work programme for
the year ahead as well as established its fiscal 2010/11 budget.

In his opening statement, the Executive Director: Mr. Etsuo Kitahara,
mentioned that the overal global supply and demand for mgor grains and
oilseeds was relatively stable, with total production in 2010 expected to
match consumption. Mr. Kitahara added that these favourable supply
prospects, and the stronger US dollar, were reflected in the lower export
prices. Ocean freight rates on major grain routes were said to have risen
gradually.

Mr. John Tjaardstra, from the Secretariat, acknowledged Ms Endin’'s
attendance and once again commended South Africa (SAGIS) for being an
exemplary to members with respect to timeous provision of trade data. The
Secretariat’s grain and oilseed markets outlook for 2010/11 was tabled as
follows:



World grain supplies were projected to rise to a new record of 2.17 billion
tonsin 2010/11 as reflected in Figure 1 below:

Figurel:  World Grain Supplies
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It is evident from above that grain supplies are largely boosted by carry-over
stocks from the preceding season, mostly wheat as reported. Higher supply
increase was expected from the US, China and India with significant gains
also expected in Argentina, Iran and Mexico

The global grains consumption was forecast to increase by 1.3% to arecord
of 1.78 hillion tons, mainly led by industrial use especialy bio-fuels as
shown in Figure 2. Ethanol was reported to constitute 8% share of the global
grains use, mainly due to huge maize-based US ethanol growth in the past
decade. Food gains were said to be boosting wheat use but industrial uses
were growing in importance. Feed grains were reported to face more
competition from high protein oil-meals. Figure 3 shows that industrial use
growth slowed after peaking at 16%.



