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Association “Ukrainian Agribusiness Club” (UCAB) is a business association which represents interests
of leading companies of the Ukrainian agro-food sector. In 2022, UCAB kept hold of the status Association
No.1 in the agricultural sector of Ukraine, consolidating more than 100 important representatives of the
industry: agriproducers and input suppliers, aimed at further agricultural business development in Ukraine.

The aim of our work is to promote efficient agribusiness in Ukraine and refers to all of its processes,
from recruitment and search of investment opportunities, up to practical tasks such as the increase of
agricultural companies’ efficiency, and the development of proposals on improvement of agricultural policy
in Ukraine. Membership in the Association “Ukrainian Agribusiness Club” gives the companies obvious
benefits: from the information and knowledge to support in solving many practical issues.

In addition to activities such as recruiting, event management, market research, PR, we have
significantly strengthened information activities for UCAB members about legislative processes as well as
efforts for professional development of personnel in agricultural companies.

UCAB has 15 years of efficient operation on the Ukrainian market.

Involved specialists of UCAB:

v/ Roman Slaston — General Director (expert assessment);
v Svitlana Lytvyn — Analyst of agricultural markets (data analysis and the preparation of the
report).
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Structure

Section 1. Results and challenges of harvesting season 2022. How big is a storage crisis?
Section 2. Six months into “land corridors” for Ukrainian agro production, does they work?

Section 3. Results and challenges of “grain deal”. Does sea shipment actually resumed? In what
volume.

Section 4. Will traders actually want to buy Ukraine’s grain and other production? (Concerns with
insurance, timing of delivery, quality of grain, etc)

Section 5. Challenges for farmers and agricultural producers for planting season 2022-2023. What
should be done to mitigate concerns and risks? Incentives for farmers to actually plant?
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Section 1. Results and challenges of harvesting season 2022. How big
is a storage crisis?

With the beginning of the full-scale invasion of russian army on the territory of Ukraine, the agrarian
sector of the economy suffered significant losses, among which the reduction of cultivated areas is especially
noticeable. Sown areas decreased as a result of 2 factors:

- Temporary occupation of parts of Kharkiv, Luhansk, Donetsk, Zaporizhzhia and Kherson regions. Even
the winter crops already sown before the start of the war in the occupied territories were not
harvested by Ukraine;

- Contamination of fields with mines. This factor during the spring sowing campaign didn’t allow to
start sowing in part of the territories of Kyiv, Chernihiv and Sumy regions, or it was carried out with
a significant time delay. This significant problem will remain after the return of the territories of
Ukraine, where fighting is currently taking place, and it will take a long time to solve it.

Let's consider the sown area under the main exported crops. According to the results of 2022, the sown
area under grain crops decreased by 28% compared to the average indicators of the three previous years,
and under oil crops - by 17%. The lower rate of reduction under oil crops is explained by the increase in
sowing of these crops in 2022 due to the lower yield of these crops in natural terms in combination with their
higher price per unit of measurement. Such crops are easier to export during the blockade of sea ports.
Soybean is the only crop whose plantings have increased.

Table 1. Sowing area in Ukraine, thousand ha

% (2022 vs

2019 2020 2021 2022 avarage 2019-

2021)
Total grains 15279 | 15365 | 15948 | 11136 -28%
Wheat 6 809 6571 7 090 4713 -31%
Corn 4974 5451 5482 4225 -20%
Barley 2616 2385 2472 1596 -36%
Total oilseeds 8714 8 839 8 986 7312 -17%
Sunflower 5849 6383 6 665 4696 -25%
Soya bean 1580 1341 1322 1523 8%
Rapeseed 1285 1115 999 1094 -3%

Sources: State statistics service of Ukraine, Ministry of Agrarian Policy and Food of Ukraine

With the start of the sowing campaign, which began a month after the start of the war, farmers faced
shortages and rising prices for the basic resources needed to grow crops. At the beginning of the sowing
company, fuel supply was 40%, plant protection products - 65%, mineral fertilizers - 80%. Thanks to the fact
that some farmers purchased mineral fertilizers and plant protection products in advance before the start of
the season, it was possible to obtain the minimum required amount. The most problematic was the
availability of fuel and the rapid increase in its price: the price increased from UAH 37 per liter to UAH 60 per
liter, that is, it practically doubled. Now the price has stabilized at the level of UAH 53 per liter.

However, despite all the difficulties, which were during sowing and growing crops, thanks to favorable
weather conditions and the efforts of Ukrainian farmers, it was possible to harvest a crop that will fully satisfy
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domestic demand and partially be sold for export. Harvesting of wheat, barley and rapeseed has already been
completed, and harvesting of corn, sunflower and soybeans has begun.

Table 2. Production, thousand tons

% (2022 vs

2019 2020 2021 2022 (F) avarage 2019-

2021)
Total grains 75143 | 64933 | 86010 | 51855 -31%
Wheat 27663 | 24887 | 32151 | 19183 -32%
Corn 35880 | 30290 | 42110 | 25727 -29%
Barley 8917 | 7636 9437 5523 -36%
Total oilseeds | 22233 | 18465 | 22824 | 16818 -21%
Sunflower 15254 | 13110 | 16392 | 10590 -29%
Soya bean 3699 | 2798 3493 3102 -7%
Rapeseed 3280 | 2557 2939 3126 7%

Sources: State statistics service of Ukraine, Ministry of Agrarian Policy and Food of Ukraine, UCAB

According to preliminary estimates, in 2022, grain crops will be harvested 31% less than the average for
the last 3 years, and this will be 51.9 million tons, and oil crops - 21% less, which will amount to 16.8 million
tons.

In the conditions of limited exports and the presence of significant volumes of products for export, the
question of proper storage of these products arises. Ukraine has never had such significant reserves.
Together with the harvested crop, warehouses are needed to store 90 million tons (20 million tons for
domestic consumption, 70 million tons for export). Although the products are gradually sold both for further
processing on the domestic market and for export, as well as harvesting is taking place gradually, the problem
with the necessary storage facilities remains relevant.

Table 3. Calculation of the required storage facilities

Grains  Oilseeds*  Total

Export stock at the beginning of the war 22 006 12 500 | 34506
Export during the war 7 681 5579 | 13260
Harvest 51 855 16818 | 68 673
Domestic need 18 000 2000 | 20000
Export stock on September 1 48 180 21739 | 69919

Sources: State statistics service of Ukraine, Ministry of Agrarian Policy and Food of Ukraine, UCAB
* Includes vegetable oils in seed equivalent

In Ukraine, by February 24, 2022, the volume of elevator capacities was calculated for about 57
million tons of grain. Currently, the capacity on the controlled territory is 43-44 million tons. According to the
estimates of the Ministry of Agrarian Policy and Food, there is enough storage for wheat, barley, millet and
buckwheat, but not for sunflowers and corn. Sunflower has twice the volume for the same weight as wheat.
And corn in Ukraine is harvested last compared to other crops, and the volume of its production in Ukraine
is significant.

Therefore, various alternative options for grain storage are being considered. These options may be
worse in terms of storage quality than grain elevators, but they can help in solving this issue. Ukrainian
business buys options such as sleeves for grain storage in fields, various options for mobile grain storages,
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and adapts existing buildings for storage. In addition, the world community also takes part in this. In
particular, FAO is buying sleeves for grain storage in fields for 4 million tons of grain for the needs of the
enterprises most affected by the russian invasion. However, there is a possibility that some corn will be left
in the field and harvested later. This, of course, will affect the quality indicators of the corn, but will allow it
to be preserved.

Section 2. Six months into “land corridors” for Ukrainian agro
production, does they work?

Before the war in Ukraine, no more than 5% of all exports were exported by land routes through the
western borders of our country. The rest was exported by sea. After the blockade of the seaports by the
russian troops, there was an urgent need to develop alternative routes, and according to the results of 6
months of work, they exported 12.4 million tons of products (not including the seaports of the Odesa region).
There are 3 main channels for this:

- By barges or small ships that can carry no more than 3-4 thousand tons, from the river ports of Odesa
region along the Danube to the Romanian port of Constanta. According to the results of 6 months of
operation of alternative routes, 4.8 million tons of agricultural products or 45% of all exports were
exported through this channel. The main difficulties of this route: insufficient number of barges,
competition with European manufacturers in the high season and low capacity of the port;

- Byrail to the western borders, and then either sale on the European market or further transportation
to Polish or Baltic ports. In 6 months of operation, this channel allowed to export 4.1 million tons of
agricultural products or 38%. The main difficulties: insufficient number of wagons, different width of
railway tracks in Ukraine and the EU, which requires overloading or changing wheels, huge queues
at the border;

- The road method involves the use of truck for the delivery of products to neighboring countries for
the purpose of further sale in this country or delivery to the nearest seaports. According to the results
of 6 months of operation, this channel exported 2 million tons of agricultural products or 16%. The
main drawback of this channel is the insufficient number of trucks, as well as huge queues at
checkpoints. Even now, queues remain long, sometimes trucks have to wait more than a week to go
through all the procedures, mainly phytosanitary and veterinary control.

Chart 1. The structure of export by alternative routes
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Source: Ministry of Infrastructure of Ukraine

A common feature of all alternative routes is their high cost compared to exporting via sea routes. And
payment of the cost of these routes is made by the agricultural producer. This does not allow him to obtain
the necessary amount of funds for carrying out further business activities. However, for a long time these
were the only possible options for export shipments. And while the war continues in Ukraine, it is necessary
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to further develop them, as there are risks of a repeated blockade of the sea ports of the Odesa region. And
not only to develop, but also to optimize delivery costs.

Chart 3. The dynamics of the export of Ukrainian agricultural products, min t
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*Including export by the sea ports of Odesa region (1.7 min t)

After the opening of the sea ports of the Odesa region to Ukraine in combination with the operation
of alternative routes, Ukraine exported 4.6 million tons of agricultural products in August 2022. Such a
monthly export volume was observed earlier in Ukraine, but these were months with low activity (the second
half of the marketing year), when Ukraine already exported significant volumes of cultivated grain and oil

crops. Now, taking into account the available stocks of products for export, it is necessary to further increase
exports in all possible ways.

Section 3. Results and challenges of “grain deal”

. Does sea shipment
actually resume?

From August 1, 2022, the sea ports of the Odesa region resumed work after the blockade of the sea
by the russian army. According to the results of 1 month of work, 1.7 million tons of agricultural products
were shipped. However, it is still too early to talk about the full recovery of sea exports in Ukraine. Before
the beginning of the war in Ukraine, agricultural products were exported not only by the ports of Odesa
region, but also Mykolaiv, Kherson and Donetsk regions. Although in the pre-war period the ports of the

Odesa region exported 2/3 of the volume of Ukrainian exports of agro-industrial products, they will not be
able to fully take over the entire volume of Ukrainian exports.

During the first month of operation of the “grain deal”, 68 ships were loaded. First, the ships that
met the war in Ukrainian ports were loaded. Then, gradually, ships began to arrive specifically for loading

Ukrainian grain. During the specified period, the following crops were exported: corn (67%), wheat (21%),
barley (5%) and others.
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Chart 4. Structure of sea exports by products
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In August 2022, 42% of Ukrainian exports by sea or 726 thousand tons were made to Asian countries
(mainly Turkey), 37% or 640 thousand tons to European countries (Italy, the Netherlands, Hungary, etc.), 21%
to countries Africa (Egypt, Sudan, Kenya, etc.).

Chart 5. Ukrainian sea exports by region, thousand tons
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Source: Ministry of Agrarian Policy and Food of Ukraine

As of September 12, 2022, 122 ships have already left the seaports of the Odesa region, thanks to
which 2.9 million tons of agricultural products were exported.

The limited capacity of the coordination center, which inspects only 6 ships per day, restrains the
faster pace of export by sea. An increase in export volumes is possible thanks to the involvement of larger
cargo ships. Currently, the average tonnage of a ship is 24 thousand tons, most ships are 10-30 thousand
tons. However, ships from 30 to 70 thousand tons are gradually appearing and submitting applications for
inclusion in the work of the “grain deal”.

Taking into account the current pace of shipments, we can expect the results of September at the
level of 3 million tons from 3 seaports of Odesa region.
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Section 4. Will traders actually want to buy Ukraine’s grain and other
production? (Concerns with insurance, timing of delivery, quality of
grain, etc)

Demand for Ukrainian grain, oil crops and processed products remains quite high from foreign buyers
and international traders.

Of course, exports from Ukraine have certain difficulties: problems with untimely delivery by railway,
a larger share of fodder wheat in this year's harvest than usual, high risks and insurance costs, the difficulty
of building a logistics route. Sometimes delays in the delivery of grain by rail are 2-4 months, and some of
this grain can spoil on the way. The cost of insuring grain cargoes during sea transportation has increased to
3-4% of the cost of the cargo. However, these additional costs are deducted from the price the seller receives.

Most of the problems and risks are covered by the lower purchase price from the farmer and the
higher margin of the trader. Thus, the trader's margin on each ton of grain increased to 15-30 USD/ton, while
before the war traders earned an average of about 3-5 USD/ton. In addition, most of the risks are transferred
to the seller of grain and payment is mainly made after delivery to the recipient's port or terminal.

The increase in the volume of grain exports by all routes from Ukraine shows that the interest of
foreign buyers remains high, in particular from China.

Section 5. Challenges for farmers and agricultural producers for planting
season 2022-2023. What should be done to mitigate concerns and risks?
Incentives for farmers to actually plant?

The main and biggest problem of the next sowing is the lack of financial resources for further
economic activity. But there are others, the totality of which we will consider below:

1. Low domestic prices that do not cover the cost of production. With the beginning of the full-scale
invasion of the Russian army on the territory of Ukraine, a sharp rise in the prices of grain crops was observed
on the world market. In particular, the price of French wheat (Ukraine's closest competitor on the world
market) has risen by 24% to 450 USD/t in literally a week since the start of hostilities. At the same time, the
price of wheat on the domestic market began to gradually decrease. The reasons were the excess supply,
which was formed due to the blockade of sea ports, and significant costs for logistics both within Ukraine and
abroad via alternative routes. If before the war the gap between the price of Ukrainian wheat in the places
of its cultivation and the price of French wheat in the ports was 70 USD/t, then since the beginning of the
war this gap is 225 USD/t. That is, the Ukrainian farmer loses an additional 155 USD/t due to the war.
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Chart 6. Wheat prices in the world and in Ukraine
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Since Ukraine has a smaller share in the world export of corn compared to wheat, the start of
hostilities and blockade of sea ports on the territory of Ukraine led to an increase in the price of corn by 13%
to 360 USD/t (USA, CPT). And if before the war, the gap between the price of the Ukrainian corn producer in
the central region of Ukraine (without taking into account logistics costs) and the price offer in the USA was

80 USD/t, then with the beginning of the war — 180 USD/t. That is, additional costs are 100 USD/t.

Chart 7. Corn prices in the world and in Ukraine
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And such trends are observed in absolutely all product groups, which are grown in significant
guantities in Ukraine and are intended for further export. All these price trends have a very negative impact
on the financial capacity of farmers and their ability to conduct further activities.

2. Very limited ability of banks to provide credit and refusal to consider grain as collateral. Against
the background of insufficient export volumes, the situation with the financial position could be corrected by
bank lending to maintain liquidity. However, banks have limited lending to agribusiness, and most do not
consider grain as collateral for loans. The state introduced a program of portfolio guarantees for loans issued
to agricultural producers and partial compensation of the interest rate on loans, but without international
support, state resources are not enough to cover the needs for the sowing campaign.
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3. The increase in the cost of resources necessary for the cultivation of agricultural crops. In the near
future, an increase in the price of natural gas is expected, which is one of the main types of fuel used for
drying grain and oil crops to bring the humidity to the basic parameters and the possibility of its long-term
storage. Also, the increase in the cost of natural gas will negatively affect the price of mineral fertilizers,
especially nitrogen fertilizers. Phosphorous and potash fertilizers have also increased significantly in value in
recent months. Without the use of fertilizers, Ukrainian farmers will not be able to achieve the required level
of productivity.

4. Lack of storage facilities, high cost of grain storage. Currently, a trend is observed in the Ukrainian
market, when some farmers sell their grown products as soon as possible at the available price, while some
try to wait for a decline in supply and higher prices for products. However, the volumes of storage
warehouses are limited, and storage will cost more.

Without solving all these problems, farmers will be forced to reduce the sown area. Already now, the
Ministry of Agrarian Policy and Food of Ukraine estimates a reduction in the area sown under winter crops
by 35-40% from the 2021/22 MY indicator. The size of the reduction in the sown area under spring crops will
depend on the further situation with exports and prices on the Ukrainian market. At the same time, a
decrease in the supply of Ukrainian grain and oil crops will inevitably lead to an increase in prices on the
world market, since Ukraine exports most of the grown products.

Executive summary

According to the results of 2022, the sown area under grain crops decreased by 28% compared to
the average indicators of the three previous years, and under oil crops - by 17%. The main reasons are
temporary occupation of parts of Kharkiv, Luhansk, Donetsk, Zaporizhzhia and Kherson regions and
contamination of fields with mines.

With the start of the sowing campaign, which began a month after the start of the war, farmers faced
shortages and rising prices for the basic resources needed to grow crops. However, despite all the difficulties,
according to preliminary estimates, in 2022, grain crops will be harvested 31% less than the average for the
last 3 years, and this will be 51.9 million tons, and oil crops - 21% less, which will amount to 16.8 million tons.

In the conditions of limited exports and the presence of significant volumes of products for export,
the question of proper storage of these products arises. Ukraine has never had such significant reserves.
Together with the harvested crop, warehouses are needed to store 90 million tons (20 million tons for
domestic consumption, 70 million tons for export).

After the blockade of the seaports by the russian troops, there was an urgent need to develop
alternative routes. According to the results of 6 months of work, they exported 12.4 million tons of products.
A common feature of all alternative routes is their high cost compared to exporting via sea routes. And
payment of the cost of these routes is made by the agricultural producer.

After the opening of the sea ports of the Odesa region to Ukraine in combination with the operation
of alternative routes, Ukraine exported 4.6 million tons of agricultural products in August 2022. Taking into
account the current pace of shipments, we can expect the results of September at the level of 3 million tons
from 3 seaports of Odesa region. In combination with alternative routes, Ukraine can receive about 6 million
tons of export of agricultural products, which corresponds to the average figure of last year.

Demand for Ukrainian grain, oil crops and processed products remains quite high from foreign buyers
and international traders. Most of the problems and risks are covered by the lower purchase price from the
farmer and the higher margin of the trader. Thus, the trader's margin on each ton of grain increased to 15-
30 USD/ton, while before the war traders earned an average of about 3-5 USD/ton.
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The main and biggest problem of the next sowing is the lack of financial resources for further
economic activity. With the beginning of the full-scale invasion of the Russian army on the territory of
Ukraine, a sharp rise in the prices of grain crops was observed on the world market. In particular, the price
of French wheat (Ukraine's closest competitor on the world market) has risen by 24% to 450 USD/t in literally
a week since the start of hostilities. At the same time, the price of wheat on the domestic market began to
gradually decrease. If before the war the gap between the price of Ukrainian wheat in the places of its
cultivation and the price of French wheat in the ports was 70 USD/t, then since the beginning of the war this
gap is 225 USD/t. That is, the Ukrainian farmer loses an additional 155 USD/t due to the war. And such trends
are observed in absolutely all product groups, which are grown in significant quantities in Ukraine and are
intended for further export. All these price trends have a very negative impact on the financial capacity of
farmers and their ability to conduct further activities.

Already now, the Ministry of Agrarian Policy and Food of Ukraine estimates a reduction in the area
sown under winter crops by 35-40% from the 2021/22 MY indicator. The size of the reduction in the sown
area under spring crops will depend on the further situation with exports and prices on the Ukrainian market.
At the same time, a decrease in the supply of Ukrainian grain and oil crops will inevitably lead to an increase
in prices on the world market, since Ukraine exports most of the grown products.
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