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Positives since 2008 (Farm Bill or otherwise):

1. Producers. Price recovery: Opportunity to recoup
from two decades of flat prices, possibly reduce the
rate of industry contraction
— U.S. price rise induced mainly by world price rise

2.Consumers. Continued dependable, safe, high-
quality supplies, despite world price spike
— Real prices down; lower than 1n other developed countries
3. Taxpayers. Zero cost: No ethanol program, no loan

forfeitures
— Despite unprecedented surge of imports from Mexico
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Price recovery 1n perspective

1. Consequences for industry from 20+ years of
essentially flat prices: Contraction, consolidation
— More vulnerable to logistical disasters;
— More dependent on foreign sugar: Less reliable, lower quality;
— Can producers or buyers tolerate any more contraction?

2. Compare domestic producer price recovery with:
— General inflation
— World price rise
— Other commodity prices
— Sweetened product prices
— Spot pricing versus actual contract prices
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U.S Wholesale Refined Sugar Prices,
Nominal and Real, 1985-2007

Producer prices for sugar:
Flatfor 23 years;
Sharply lower in real terms
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Datasources: BLS -- CPI-U. USDA - wholesale refined beet sugar, Midwest markets; Annual averages 1985-2007.
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Since Last Sugar Loan Rate Increase in 1985:
More Than Half of U.S. Sugar-Producing Operations Have Shut Down

1985 Total = 102

42
<+— BeetFactories
2009 Total = 48
42
<“— Cane Mills 22
18
18 ) Cane Refineries g

Source: American Sugar Alliance, January 2010 540



U.S. Harvested Area of Sugarbeets and Sugarcane

1,600 - -- Thousand acres --
1,527

1,451
1,443 4

1,420 1,428
1,387
1,400 - 1,377

Beet Acres 1,361 1 348

1,301

Beetacreage:
1,200 1 Down 7 of past 10 years; 1243 1,243 .
1,190 Up 15% in 2009/10
1,023 1,023
093 992
1,000 -
853
Cane Acres Cane acreage:
mm-7% 794 Down 8 yearsin a row;
Down 2% in 2009/10
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U.S. Sugar Price Rise in 2009:

45.0% A ° .
Less than Half of World Price Rise
-2009 Average Compared with 2008 Average-
40.0% - 38.7%
Raw Cane Sugar 35.3% Wholesale
35.0% 1 Refined Sugar
30.0% -
25.0% -
20.0% -
17.0% 17.1%
15.0% -
10.0% -
5.0% -
0.0% -
Sources: USDA. U-S-1 Worldz U-S-3 W0r|d4

1ICE, #14 or #16 contract, duty fee paid New York.
2|CE, #11 contract, f.0.b. Carribbean ports.
3Midwest Markets.

4LIFFE, #5 contract, f.0.b. Europe. 305



U.S Wholesale Refined Sugar Prices,
Nominal and Real, 1985-2009
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Despite 2009 price rise,

real prices still down sharply.
Inflation since 1985: 99%
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Data sources: BLS - CPI-U. USDA - wholesale refined beet sugar, Midwest markets; annual averages 1985-2009. &



Changes in U.S. Commodity Prices Since 1996:
Other Crops Up Sharply Since 2005; Sugar Flat

(1996=100)
150%
Wheat, corn, soybean farmers receive income supports; Corn
sugar producers do not.
Sugar policy no net cost to taxpayers since 2001. Wheat
A
125% v
Soybeans
100% ‘\\\\‘(/ !
Sugar
75% //
2009 avg raw price of 24.93 cents = 108% of 1996
2009 avg refined price of 38.10 cents = 130% of 1996
50% T T T T T T T
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Sources: ERS, USDA; Annual averages prices received by farm, No. 2 yellow corn, all wheat, soybeans, raw cane sugar (#14 futures contract). 10
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Price Changes Since 1990:
Wholesale Sugar and Retail Sweetened Products

1990 = 100 Percent

Recent wholesale sugar
price rise a fraction of rises

for retail sweetened products

Cereal & Bakery Products

A/A

_—

Candy & Chewing Gum

A\

Ice Cream

g
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Wholesale Refined Sugar

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

Sources: Wholesale Sugar - USDA. Retail Products - Bureau of Labor Statistics. Annual averages.
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Real Price Changes (Corrected for Inflation) Since 1990:

120 -
Wholesale Sugar and Retail Sweetened Products
1990 = 100 Percent
110 -
Cereal & Bakery Products
100 - e
A/A
T ~— Ice Cream 4
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Candy & Chewing Gum
80 -
Wholesale Refined Sugar
70 -
Sweetened-product real prices:
keep pace with cost inflation;
€0 - wholesale refined sugar:
real prices down 23%
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Sources: Wholesale Sugar - USDA. Retail Products - Bureau of Labor Statistics. Annual Averages. 13a
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U.S. Wholesale Refined Sugar Prices:
Milling & Baking News Spot Pricing
-- Dollars per hundredweight--
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Data sources: USDA and Milling & Baking News, wholesale refined beet sugar, Midwest markets.
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U.S. Wholesale Refined Sugar Prices:
Milling & Baking News Spot Pricing vs Actual Contract Pricing
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U.S. Sugar Policy. How It’s Working

Consumer supplies

1.Remain high-quality, safe, dependable: Just
in time delivery; over 40 specifications

—  2008/09 ending stocks to use level of 13.5% more
than adequate

2.Long-term real price decline: both
wholesale and retail
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Cents per pound

Data source: Retail sugar prices -- USDA, annual averages. Inflation -- Bureau of Labor Statistics -- Consumer Price Index (CPI-U).

58 -
56 -
54 1
52
50 A
48 -

46
44
42 3
40
38 |
36 A
34 A
32 |
30 |
28 |
26 A
24 |
22 |
20 |
18 -

U.S. Retail Sugar Prices,

Nominal and Real, 1980-2009

1980 annual average:
43 cents
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2009 annual average:
56.36 cents

Nominal Price
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Real Price --
Corrected for Inflation

2009 annual average:
21.65cents

Inflation since 1980: 160%
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Taxpayer benefits

1.Prior to 2008 Farm Bill: Projected 10-year
cost of sugar policy was $1.3 billion

—  Dasposal of excess imports from Mexico

2.New USDA budget projection (Feb. 2010):
Zero cost through 2020

—  No triggering of sugar-to-ethanol provision

—  No loan forfeitures

17



U.S. Sugar Imports from Mexico, 1994/95-2009/10

- Thousand metric tons, raw value -
1,272

1,200 -

Import surge accomodated without long-term price disaster by:

-- 19% drop 1n beet acreage;

1,000 - o GTop ) g . N
-- Crop problems in cane areas;

-- Strong U.S. consumption.
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630
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More than hqlf of post-Katrlna "refined" sugar N
imports required re-refining to meet U.S. standards
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Source: USDA, WASDE. 2009/10 = forecast. Unlimited access under NAFTA began January 1, 2008. 130



Government Net Outlays for Sugar and
All Other Commodity Programs, 2009-2020

- Million dollars -

11,927 2009-2020 Total Net Outlays:
11,443 11,446 All Other Programs : $118 billion B Sugar
Sugar: Zero Ml All Other
10,167 10,042
9,114 9,051 9,099 9,082 9,053 8,957 8,941
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: USDA/FSA, Budget Division, Commodities Estimates Book for FY 2010 President's Budget, Output9, CCC Net Budgetary Expenditures and Other

Financial Data, Major Commodity Program Summary, February 2010. 15
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Conclusion

1.Sweetener Users have expressed concern that
U.S. sugar industry remain dynamic, not shrink
further.

—  We appreciate that view and are grateful you recognize
the value of our industry.

—  Recent price recovery a critical step toward avoiding
more sugar mill closures.

2.Consumers can depend on ample, safe supplies.
3.Taxpayers bear no burden.

20



Plan Now To Attend...

The 27" International Sweetener Symposium

Sponsored by
American Sugar Alliance

Vail Marriott Mountain Resort & Spa
Vail, Colorado

July 30 - August 4, 2010

www.sugaralliance.org/symposium



