Strategies for Agricultural Investment

Alejandro Reca
Managing Partner, CASA

CAPITAL
AGROINDUSTRIAL S.A.



Agribusiness has been increasingly attracting

investor’s attention

The Drivers
* Supply & demand imbalance

— Food and non food uses

— Productivity improvements
unable to keep up with demand

e Attention on the agribusiness
sector

— Pinning down Government
intervention

* Extreme volatility elsewhere

The Investors
Hedge Funds

— Some even specialized
Sovereign Funds
Pension Funds
Family Offices

Private Investors
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Value chain analysis to identify segments with
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Segment where most of the Possible runner ups
inefficiencies reside
e Relatively few publicly traded * Production and
companies capacity imbalance;
e Qverall, perceived as being * Dissociation between
underlooked by investors production and
e Concentrates most of consumption location
government intervention within e Gov'tintervention
chain

CAPITAL
AGROINDUSTRIAL S.A.




Land stands out as an asset with significant

attraction to new investors..

Evolution of selected indexes
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Source: AgriStrat estimates based on Bloomberg for Purdue University and Chicago ‘s Fed Agletter for the US.

Investment in land a key element under

“flight to quality” schemes

Direct link with ag
commodity prices

Uncorrelated returns
with stock mkt

Least available

— Through time
concentrates the
improvements through
out the value chain

Having been
overlooked under
used/over protected,
contains “pockets” of
value

— Underleveraged

— Transformation
potential
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A competitor’s analysis still favor’s the U.S.
farming segment in the short run..
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..although cash crop yields attained by farmers
in Argentina and Brazil are closing the gap....

Evolution in corn yields. Selected Evolution in soybean yields.
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Source: USDA/PS&D

technologies, and also no till practices

‘ Largely due to impact of available
6
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.. and investments by new players redefine
business models and the share of returns

Evolution in the Model for Large
Scale Operators in Arg & Brazil

Production on
Rented Land

Production on Rented
and Owned Land

Argentina. Estimated Evolution in the
Crop’s EBITDA Allocation
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While land prices are already reflecting (once
again) economic and political uncertainty...

Evolution in the farmland price index in the US &

Argentina
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Note: Indiana top soils for the US and Zona nucleo for Argentina. Nominal terms as base.
Source: AgriStrat estimates based on Margenes Agropecuarios for Argentina and Purdue University and Chicago ‘s Fed Agletter for the US.
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..land transformation brings an additional
source of profitability

BEFORE
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Strategies looking forward....

 More than just the * Management
investment in land — Maintaining proper/specific
— Look for transformation R&D throughout value chain
potential — Production, operators
— Appropriate management — Finance & marketing
team capabilities

— Adequate institutional setting e Investment vehicles

* Logistics and infrastructure — Friendly
— Efficient
— Transparent
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