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Capsicum Crop Report

* Global agricultural markets

= Capsicum preduction and overview
US production
Peruvian preduction
US Imponrts

= EUture eutioek and implications



Global Agricultural Markets

= US energy policy has changed the market
= Agricultural markets ane in new: teritery

= Base commodities: corn, Wheat and soy,
alie diving the market

x SpPEecialty crops have fight te find thelr
place



Ethanol Production is Booming
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Corn Prices Have Doubled

—— Corn Futures




eat & Soybeans Move with Corn
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Specialty Crops Battle for Acres

Breakdown of Other:

-Potatoes .39%
-Onion .06%
-Garlic .01%

-Sweet Corn .09%
-Capsicum .01%
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IU.S. Production
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Capsicum Production

= U.S. capsicum preductionIs In a
downward trend due to a number: of
factors

Competing| creps
Lower vield trend
Market prices

[Disease pressure



U.S. Chile Pepper Production

Area Planted (acres)
State 2005 2006 2007
Arizona 6,000 5,500 4,000
California 6,000 5,500 5,800

New Mexico 17,500 15,300 12,000
Texas 4.900 4. 500 4.700

Total US 34,400 30,800 26,500

Source: USDA — NASS, red and green chile combined



U.S. Chile Pepper Production

= Planted acres for red and green chile
combined ane down 23%) over 3 years

= New: Viexico planted acres combined are
down| 8% eVer 3 years

" (Generallmarket estimates indicate that
red chile acres declined 20%, in 200

VEISes, the prior yean



U.S. Chile Pepper Production

= 2007 crop yields were significantly.
Impacted by disease pressure

= Un-harvested acres Increased
dramatically i Arizena and New: Vexico

5 (General market estimates indicate final
ied chile yields for 2007 were 20% lewer:
than anticipated



U.S. Chile Pepper Production

= From general estimates, the combined
Impact of lower planted acres and
disease pressure resulted in a 2007 crop
that was 40%; Iower than the prier years
preduction o red chile

= 2007 marks the lowest U.S. production
levellin the past 10 years



Peruvian Production
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Peru — Key Global Supplier

= Jhe world market has grown increasingly:
ieliant on Peruvian capsicum production
OVEr the past 8 years

= Downtrends nrULS. and Eurepean
production have resuliedin Peru being a
larger part ofi the gloehal supply eguation



Peruvian Capsicum Supply.

Peruvian Paprika Exports
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2007 Peruvian Production

= 2007 capsicum production was much
lower than anticipated! by the market

= Earmlevel prices tripled durnglthe 2007
Season! i reaction te the tight supply,

= SUppIy chainrdisrupiions rppled threuagh
the market andmarket values increased




Peruvian Exports to the U.S.

US Capsicum Imports from Peru

USDA Import Data



U.S. Capsicum Imports

US Paprika Imports 1998-2007
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Outlook

= | ower U.S. and Peruvian capsicum production
In 20017 has significantly tightened glebal
Supply

= Demandi remains steady/

= Prices are moving higher In reaction te the
decreased supply.

= The market will be depending on a successiul
2008 crop in the U.S. and Peru



Outlook

= Peruvian production Is estimated to increase in
2008, however, few believe it will rebound to
2006 levels

5 \arket estimates are that U.S. acres will be
UnRchanged tordown 5% in 2008

= Cost pressure will remainiin capsicums; fier the
next 12-18 months; Withr this market structure

= The market will need to re-buildi safety stocks
[6rmove price In a negative direction



Thank you!
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