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The global food and agribusiness industry 
is set to undergo significant changes in 
the coming years. Increased demand for 
food and animal feed, as well as the growing 
use of crops for biofuels require greater
deployment of scarce agricultural resources,
and have shifted the industry’s value
proposition upstream. As a result of these
dynamics, new opportunities are being
created in both developed as well as
emerging economies, leading to tremendous
growth potential that extends beyond 
the boom in the commodities market.

While much interest in agriculture has
emerged from financial and strategic
investors alike in recent years, significant
attention has been placed on the
downstream segment of the food and
agribusiness value chain, where business
models are more easily understood by
investors. Indeed opportunities continue 

to exist in the downstream. However,
Rabobank believes that the fundamentals
driving the current boom in agricultural
commodities have moved some of the 
best investment opportunities to the up- 
and mid-stream segment of the value chain
(see Figure 1.1).Thus, instead of focusing 
on the commodities themselves, the aim 
is to highlight opportunities emerging for 
food and agribusiness players who are 
best positioned to benefit from changing
dynamics in the world market, especially
agricultural producers, input and equipment
players who support producers, as well as
food industry players whose products are
aligned with lifestyle changes which are
taking place most rapidly in emerging
markets, particularly in Asia.

As is characteristic of commodities,
particularly in agriculture, cycles bring peaks
and troughs and, as history demonstrates,
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the drivers tell the story. In comparison to
commodity booms of the past, one unique
and substantial driver of the current
commodity cycle has been the emergence 
of biofuel initiatives around the world which
have added an “f” to the factors of demand,
namely food, feed, fibre and now fuel.Thus,
while commodity highs are followed by 
lows, we believe the current “f” factors 
of demand will remain strong over the 
coming years and support a base shift 
in commodity prices which will promote 
a greater deployment of scarce agricultural 
resources and a further appreciation 
of real farm assets.

Specifically, Rabobank believes that
opportunities in agriculture are most
pronounced in the following sectors: animal
protein and dairy, food processing, energy
crops and commodities, agri-inputs and 
agri-equipment (see Box 1).This report
discusses the factors driving growth in 
these sectors and focuses on the outlook 
for opportunities Rabobank believes are
taking shape as a result of a surge in global
food demand and commodity prices.

“F” Factors Driving Demand 
and Prices  
The world of agriculture is rapidly changing.
Increasing demand for conventional crops
from the “f” factors are pushing global
commodity prices across the board to 
all time highs (see Figure 1.2).With this 
change has come increased investor 
interest in commodities citing in large 
part diversification, hedging against inflation
and a falling US dollar as the impetus to
escape market turbulence, high volatility 
and uncertainty in global stock markets.
Interest from institutional investors has since
spread to the retail level where the attractive

”commodity story”as an investment and
diversification vehicle has begun filtering
through to investor portfolios. Furthermore,
greater reliance on the trade for agricultural
raw materials and products in order to meet
fresh demand highs has increased the
correlation between local and import prices
and contributed to a truly “global”commodity
boom. Strategic investors looking to secure
resources upstream amid supply/demand
imbalances have influenced consolidation
and a revaluation of agricultural assets.
The result has seen commodity prices reach
record highs over the past few years that 
are expected to remain above long-term
averages for the foreseeable future.

Weather-related effects have also supported
the bullish run in commodities, as smaller
harvests are partly responsible for record-low
stocks-to-use ratios for many crops,
contributing to increased volatility and,
together with the “f” factors, supporting
global inflationary fears. As a result of these
higher commodity price levels, food prices 
are under pressure to respond. In May 2008,
the FAO Food Price Index averaged 217.5,
over 50 percent above 2007 levels and slightly
off its March peak.The FAO Cereal Index
averaged 273, up 84 percent above last year
while the Oils/Fats Index averaged 269, nearly
100 percent above the same period in 2007.
The major contributor to the Food Price Index
in May was meat which, estimated at 145, is
the highest value since March 2005. Dairy
prices on the FAO Dairy Index also recorded
strong growth, averaging 265 in May 2008.
Projected record world sugar production 
in 2007/08 led to the softening of the FAO
Sugar Index which stood at 163 in May 2008,
up 24 percent from the year before.These
remarkable gains in prices have prompted
many governments around the world,

Box 1: Definition of Select Agricultural Sectors and Opportunities

Animal Protein and Dairy

Protein-based goods and products such as meat, dairy and seafood, which have a positive consumption correlation with income growth.

Food Processing

Food ingredients and prepared products which benefit from ”new age”consumer preferences and increased food demand.

Energy Crops and Commodities

Starch sugar and oil-based crops which have food, feed and fibre or fuel (ethanol or biodiesel) applications.

Agri-inputs and Agri-equipment

Inputs for agricultural production including fertilizers, crop protection chemicals (CPCs), seeds and water for which higher quality combined

with application management results in greater productivity, and small- and large-scale equipment used in upstream agricultural production

for cultivating, planting, fertilizer and CPC applications, harvesting as well as the transporting of grains, oilseeds and livestock.
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especially in developing countries where food
is a major share of the overall consumer price
index (CPI), to take steps to fight the so-called
“ag-flation”by encouraging imports through
reduced tariffs and/or imposing export
restrictions on key agricultural commodities.
The result of such intervention, however, has
caused uncertainty to food security and
disruptions to market fundamentals which
help to restore the supply/demand
equilibrium and ease prices.

Underlying these dynamics are several 
key pillars which are shaping the food and
agribusiness industry and driving a paradigm
shift in global agriculture.These include
income, population and urbanisation growth;
resource scarcity (land and water); freer
trade/globalisation; food safety/traceability,
and finally, sustainability (see Figure 1.3).

Increasing demand from the “f” factors 
caused by global income, population 
and urbanisation growth have added
increased pressure to agricultural resources
(see Figure 1.4). As a result of this increased
demand, combined with limited arable 
land availability per capita and increased
conversion pressure from expanding cities,
infrastructure and industrial centres in
countries which have the least land to 
spare, the agricultural industry faces the
challenge of producing more with less.
Satisfying this new level of demand can 
only be achieved through increased
investments in agriculture, particularly 
wider mechanisation in the developing 
world and greater use of existing and new
technologies to increase production and
more efficiently utilise scarce resources
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including land, water and fertilizers.
With improvements in transportation
infrastructure globally, greater access 
to previously inaccessible resource-rich
countries will result in increased agricultural
investments in these areas and appreciation
of production assets, primarily in South
America, eastern Europe and Southeast 
Asia. Freer trade will also support more
international investments in agriculture in
these regions which offer comparative cost
advantages. Over time this will continue to
result in a broader distribution of wealth and
thus increasing consumer demand in these
markets, particularly for higher protein foods
— adding further support for the boom in
commodities and expansion of the food
processing industry.This increased flow 
of imports and exports has stimulated 
consumers’ safety awareness about the
standards used to produce these products,
particularly when food is concerned, and
more recently the environment. Food safety,
traceability and sustainability have thus
become and will likely remain sensitive
agricultural issues.

Outlook and Opportunities
The new demands that agriculture will 
be expected to meet over the coming 
years are creating opportunities for 
increased investment in this industry. As 
the fundamental demand drivers of increased
consumption become stronger and more
widespread, the food industry will no doubt
need to expand. In China and India alone,
nearly 50,000 people per day over the next
decade are expected to be added to cities

where consumers demand substantially 
more energy over their rural counterparts.
As income growth drives demand for protein
foods, a multiplier effect for commodity
inputs supports prices. Expanding urban
populations which prefer convenience 
and variety will bring growth to food
processing and food retail — which will 
again boost demand for commodities and
inputs. Biofuel industries will also require
increasing volumes of food commodities
which also drive demand for inputs.Together,
these factors will create significant growth
opportunities which Rabobank believes are
set to benefit players in several agricultural
sectors including animal protein and 
dairy, food processing, energy crops 
and commodities, and agri-inputs 
and agri-equipment.

Looking deeper at the demand challenge,
steady food consumption growth is expected
to increase at a faster pace than crop 
yields while the availability of arable 
land per capita will be limited, declining 
in some of the highest demand growth
countries such as China over the coming
years (see Figure 1.5).Thus, productivity 
gains both in China and the rest of the 
world will be an important factor to satisfy
increased demand from the world’s up-
and-coming urban, middle-class consumers.

While the story in the developed world 
can be characterised by size and relative
stability, developing markets are set to
continue on a strong growth path going
forward, particularly in Asia, which Rabobank
believes has some of the best potential for
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continued expansion in the years to come
despite recent shocks to the global economy
from the credit crunch and soaring food and
energy prices (see Figure 1.6).

The China growth story in particular is well
known, and although not an average case,
provides a good reference to pinpoint some
of the significant drivers behind the rising
food consumption curve.With over one-fifth 
of today’s consumers, China is truly shaping
the world of agriculture. Over the next two
decades, food will continue to account for 
the largest share of consumer spending in
China.With future food production expected
to increase by only 1 percent annually as a

result of increased productivity, the future
demands on agriculture as well as land and
water resources will be profound. Another
Green Revolution in agriculture, which
previously resulted in grain production 
more than doubling in developing nations
from 1961 to 1985, making broader and 
more efficient use of crop technologies 
and investments, will be key to sustaining 
the growth in demand anticipated in 
the years ahead.

0

2

4

6

8

10

12

14

IndiaChinaUnited StatesEuro AreaEast Asia and PacificWorld

2010f2009f2008f2007e20062005

Figure 1.6: Real GDP Growth, 2005-2010f

e=estimate; f=forecast  

percent  

Source: World Bank, Rabobank, 2008

Asian economies

0.9

1.0

1.1

1.2

1.3

1.4

1.5

1.6

Arable landYieldFood consumption

2014f2011f2008f200520021999199619931990

Figure 1.5: Food Consumption vs. Yield vs. Arable Land, 1990-2014f

f=forecast

Source: FAO, Rabobank, 2008



These reports, among others, are available for Rabobank clients, please visit www.rabobank.com/far

Other FAR Reports

F&A Reviews
2008

Indian Crop Protection Industry

The Indian Wine Industry Uncorked

Indian Poultry Industry

The Dutch Spirits Industry

Indian Agri-biotech Sector

2007

Power Struggle

A Historical Turnaround in Global Dairy

Brazilian Orange Juice

East Asia Seafood

Agri-based Alternative Energy

Palm Biodiesel in Southeast Asia

BRICs and Biofuels

Ethnic Foods in the Netherlands

China’s Animal Protein Sector

Accession of Romania and Bulgaria 
to the EU

Changing Competitiveness in the 
Wine Industry

Industry Notes
2008

Indonesian Beef

Robusta Coffee in Brazil

World Sugar Outlook 2008

The Promise of Jatropha

2007

The Right to Farm in New Zealand

The Future of the California Wine Industry

Soft Commodities

The South American and EU Beef Markets

New Zealand Aquaculture

Soybeans in MATOPI

Beverage Commodities Costs

Soaring Malting Barley and Malt Prices

The Canadian Pork Industry

Global Seed Business

German Red Meat Industry

Emerging Consumer Trends in the US 
and Canadian Beverage Industry

The Australian Drought 2006/07

Changing Competitiveness in Wine - France

Changing Competitiveness in Wine - Italy

Changing Competitiveness in Wine - Spain

Changing Competitiveness in Wine - Germany

Changing Competitiveness in Wine - US

Changing Competitiveness in Wine - Australia

Changing Competitiveness in Wine - New Zealand

Changing Competitiveness in Wine - Chile

Changing Competitiveness in Wine - Argentina

Changing Competitiveness in Wine - South Africa

Changing Competitiveness in Wine - China

Changing Competitiveness in Wine - Romania

Changing Competitiveness in Wine - Bulgaria

Can Brazilian Beef Production Meet 
Growing Demand



This document is issued by Coöperatieve Centrale Raiffeisen-Boerenleenbank B.A., Hong Kong
Branch, also known as Rabobank International Hong Kong Branch (“RIHK”). RIHK is regulated by
the Hong Kong Monetary Authority and licensed by the Securities and Futures Commission for
the conduct of business in Hong Kong.

Insofar as this document is issued in Australia the information comprised in this document does
not constitute personal financial advice for the purposes of the Corporations Act 2001.

This document is distributed in Europe by the London Branch of Coöperatieve Centrale
Raiffeisen-Boerenleenbank B.A. incorporated in the Netherlands, trading as Rabobank
International (“RI”).The liability of its members is limited. RI is authorised by De Nederlandsche
Bank and regulated by the Financial Services Authority for the conduct of UK business.This
document is directed exclusively to Eligible Counterparties and Professional Clients. It is not
directed at Retail Clients.

© Rabobank International London Branch Registered in England and Wales No. BR002630.Thames Court, One Queenhithe,
London EC4V 3RL,Tel. +44 (0) 20 7809 3000

This document may be distributed in other jurisdictions subject to the relevant laws as may be
applicable and recipients of this document should inform themselves about, and observe any
such applicable restrictions.

For avoidance of doubt, this document is not intended to be investment research, nor does it
purport to be an impartial assessment of the value or prospects of its subject matter. No reliance
may be placed by a recipient on any representations or statements outside this document 
(oral or written) by any person which state or imply (or may be reasonably viewed as stating 
or implying) any such impartiality.

The information and opinions contained in this document have been compiled or arrived at from
sources believed to be reliable, but no representation or warranty, express or implied, is made as
to their accuracy, completeness or correctness.This document is for information purposes only
and is not, and should not be construed as, an offer or a commitment by any Rabobank entity or
any of its affiliates to enter into a transaction.The information contained in this document is not
to be relied upon by the recipient as authoritative or taken in substitution for the exercise of
judgement by any recipient. All opinions expressed in this document are subject to change
without notice from time to time.

To the extent permitted by law, we exclude any liability howsoever arising for the contents of 
this document or for the consequences of any actions taken in reliance on this document or 
the information contained herein.

This document may not be reproduced, distributed or published, in whole or in part, for any
purpose, except with the prior written consent of RIHK. By accepting this document you agree 
to be bound by the foregoing restrictions.



www.rabobank.com/far

©2008 All Rights Reserved. 08RABFAR04 6/08



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure false
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




