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Executive summary

The profits of the largest five agricultural commodity
traders have increased to unprecedent levels in 2021
and 2022, and seem to remain excessively high in
2023. These profits have been realized during a period
of increased food prices, and increased food price
volatility. These extraordinary profits stand in stark
contrast with the hunger suffered by millions of
people worldwide and the cost-of-living crisis.

This research gives a detailed analysis of the realised profits by ADM, Bunge, Cargill,
COFCO and Louis Dreyfuss Company, and unravels four key reasons that enabled these
Big Five to thrive during the recent food crises. The first reason is the monopolistic
position that they hold. They have control over the key export and import markets,
dominate the global trade in key agricultural commodities and are an inherent factor
to our global food supply chain.

Furthermore, they are not only competitors, but actually cooperate with each other on
many occasions, and at different levels. This interconnectedness between agricultural
commodity trading companies facilitates the structure through which higher prices
are streamlined. Market power is closely tied to price-setting power in contexts where
markets are highly concentrated and the noted interconnectedness can result in price
setting, anti-competitive behaviour and cartel formation.

The third characteristic that enables large agricultural commodity traders to profit, is
their control over the supply side. Through their large storage capacity, and their
ability to take well-informed positions on the unregulated financial markets, the
ABCCDs are able to influence and profit from unstable food systems.

The fourth reason is their vertical integration. Nowadays, agricultural commodity
traders hold key positions throughout the entire food supply chain, from farm to fork.
Their vertical integration is manifested through a vast network of contracted agricul-
tural suppliers, storage, processing (crushing), and transportation in core strategic
food-producing countries or regions. This puts the Big five in the position to obtain
unique and valuable market information, and enables them to use this to their
advantage.

Governments have to protect small-scale farmers and consumers and need to reverse
the opaque, underregulated, and monopolistic position of these agricultural commod-
ity traders in order to assure a secure and stable global food system.
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CHAPTER1

An introduction to
food commodity
traders

In 2022, roughly one in ten people went to bed
hungry.! Compared to 2021, the absolute number
of people with hunger increased by 40 million.>
According to the UN, the main drivers for this
increase were conflict (mainly the Russian
invasion of Ukraine), and the related disruption
of global food supply chains and food price
shocks.:

In the same period, 2021-2022, the profits of the largest companies that trade agricul-
tural commodities like grain, corn, soy and sugar spiked. ADM, Bunge, Cargill, COFCO
and Louis Dreyfus Company (ABCCD) notified their stakeholders that 2021 had been
the most profitable year in the agricultural commodity traders’ history.* Compared to
the 2016-2020 period, 2021 net profits rose between 75 per cent and 260 per cent for
all five agricultural commodity traders. In 2022 net profits doubled or even tripled
compared to the 2016-2020 period.> Based on the publicly available quarterly finance
reports, the net profits of the agricultural commodity traders remained excessively
high during the first 9 months of 2023.¢

Developing countries depend heavily on food imports. Even before the war in Ukraine,
the global amount spent on the import of food was US$ 268 billion higher than before
the pandemic, with nearly two thirds of the increase concentrated in developing coun-
tries. The war in Ukraine has only deteriorated this problem. Within developing coun-
tries, the poorest 20 per cent spend over half of their income on food. In general, 10
million people are pushed into extreme poverty for every percentage point increase in
food prices.”
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Olivier de Schutter, the UN special rapporteur on extreme poverty and human rights
commented on this disparity between increased hunger on the one hand and increased
profits for the companies that trade food on the other hand. He stated that:

“The fact that global commodity giants are making record
profits at a time when hunger is rising is clearly unjust, and is
a terrible indictment of our food systems. What's even worse,
these companies could have done more to prevent the hunger
crisis in the first place.”®

In this paper, we look closely at the ‘Big Five’ in agricultural commodity trading. We
describe in detail the operations of the individual companies and their position in
global value chains. Furthermore, an analysis will be provided with regard to the dom-
inant position they hold as a group. Despite the fact that they are to some extent com-
petitors, they also work together closely in many ways. We will argue that, together,
they hold a monopolistic position on the global market.

In the first chapter, we describe the global market for agricultural commodities and
the role the five biggest companies play in this sector and in the global value chain. In
chapter 2, we describe the mechanisms that enable ABCCD to profit from food crises.
We also detail how they collaborate in joint ventures on technical innovation and
infrastructure. In the annex, we provide a detailed overview of the five individual
companies.

A brief overview of the five agricultural
commodity traders

As can be observed in the table below, Cargill is the largest among the agricultural
commodity traders, in terms of revenue, profits and employees. Following profits and
revenue, ADM is the second largest, while COFCO comes in second based on trading
volume and the number of employees. In order of magnitude (revenue, profits and
employees) they are followed by Bunge and LDC.

Archer Daniels Bunge Cargill COFCO Louis Dreyfus
Midland (ADM) Company
(Loc)
Revenue, USS$, 101,5656° 67,232 165,000*" 108,286" 59,9318
Million (2022)
Net profits, US$, 4,365" 1,6781° 6,680* 3,384" 1,007
Million (2022)
Trade volume 602 1422 2172 180% 832
(million tons)
Employees 42,000% 23,000% 155,000 151,000% 17,6672°
Headquarters United States® United States/ United States®? China® Netherlands®*
Bermudao®
Ownership Public Public Private State-owned Private

*For the fiscal year beginning June 1, 2021 and ending May 31, 2022.
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What makes the Big Five different from other
agricultural commodity traders?

There are many agricultural commodity traders in the world. The reason they are not
included in this analysis is because of their size (for example Agrocorp), because of a
lack of agricultural commodity diversification (for example Golden Agri-Resources3¢
or Musim Mas37), lack of global presence (Amaggi3®) or a combination thereof.

Smaller traders like Olam and Wilmar focus more on specific commodities. Wilmar, for
example, has its key agricultural focus on sugarcane and palm oil.>* Olam trades pre-
dominantly in cocoa, coffee, cotton and rice*°, these companies also mainly focus on
certain regions. Wilmar on Asia (more than 70 per cent of its revenue is sourced from
South East Asia and China)#, and Olam on Asia, the Middle East and Australia.

In this report, the focus is on companies with high levels of vertical integration, a
worldwide scope and global market power which enables them to make decisions that
affect communities and economies worldwide. The ABCCD companies have a strongly
diversified business model (focusing both on grains, oilseeds and other key commodi-
ties such as coffee and palm oil) combined with a supplier network that dominates the
main agricultural export markets.

The Big Five in agricultural commodity trading

There are five large multinationals that dominate the agricultural value chain: Archer
Daniels Midland (ADM), Bunge, Cargill, China Oil and Foodstuffs Corporation (COFCO)
and Louis Dreyfus Company (LDC), collectively referred to as the ABCCDs. They con-
nect farmers with customers or to put it in their public relations style: they dominate
the value chain “from farm to fork”.s3

Although most agricultural products are traded within domestic markets, ABCCDs
fulfil a key function in connecting countries. They link surplus production markets
with countries that fall short in domestic food production.4 The five ABCCD compa-
nies are generally referred to as ‘food commodity traders’, but this conceals the fact
that animal feed and biofuels are an important part of their trade. It would be better to
refer to these companies as ‘agricultural commodity traders’.

Agricultural commodity traders traditionally focus on grains (wheat, maize, rice, and
corn), oilseeds (palm kernel and soybean), and others (sugar, juice, cocoa, coffee and
cotton).s Over the last few decades, they have come to dominate the global trade in
these food stuffs. With regard to grains, for example, four of the five companies domi-
nate 70 to 90 per cent of the international trade volume.4¢

Some countries depend on imported food and therefore have to rely heavily on agri-
cultural commodity traders. Somalia, for example, sourced more than 90 per cent of
its grains from Ukraine and Russia before the Russian invasion in Ukraine.4’ A lot of
African countries, as well as most Arab countries, are almost fully dependent on food
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imports. Regions that traditionally have surplus production are Latin America, Eastern
Europe, South-East Asia, Oceania and Canada.*® The most important role of agricul-
tural commodity traders, simply stated, is to connect supply with demand, on a global
scale.4?

When it comes to grains and oilseeds combined, the ABCCD companies move around
550 million tonnes (73 per cent of the total global trade in grains and oilseeds of about
750 million metric tonnes).>° Cargill alone is responsible for handling 25 per cent of all
the grains and soybeans produced by US farmers.5

The main agricultural market for the global supply of soy, Latin America, is also dom-
inated by the ABCCDs. For the largest soy exporting countries (Brazil, Argentina and
Paraguay) over half of all soy exports are routed via the ABCCDs.5> Also the Brazilian-
Chinese> soy trade is dominated by the ABCD (excluding COFCO) companies,> that
control 47 per cent of export and 37 per cent of import trade value.5>

With regard to Europe, the traders’ dominance comes to the forefront in relation to
the import or soy. Bunge and Cargill alone are responsible for more than 30 per cent of
all Brazil-EU soy exports and dominate the French soy bean meal market.5® With
regard to soy used for animal feed, Bunge is the main supplier of soy for the meat
industry in the European Union (EU).5” Bunge alone is responsible for more than one
fourth of all soybean meal and crude soybean oil sales in the European Economic Area.
It furthermore has a clear monopolistic position in some markets, as Bunge is for
example responsible for 90-100 per cent of crude soybean oil sales in Portugal.>* ADM,
in turn, operates the largest oilseed processing and refining complex in Europe.5?

This high degree of concentration together with an important control over a large
share of the world’s most important agricultural commodities gives these firms enor-
mous bargaining power to mould our international food landscape.

More than trade

Trade in agricultural commodities (including processing, storing and transporting
these commodities) is key to all five agricultural commodity traders, and make up an
essential part of their business model. At the same time, all five multinationals have
diversified their business over the past decades. Cargill, for example, has invested
heavily in the animal nutrition (feed) and meat sectors®, while ADM and Bunge are
important producers and suppliers of biofuels and fertilizers.* COFCO has an impor-
tant real estate division®?, and Louis Dreyfus Company produces pharmaceuticals and
cosmetics.®

Agricultural commodity traders have also expanded their activities throughout the
entire value chain and have become strongly integrated vertically. Each of the five
commodity traders hold at least 100,000 hectares of land, about the size of Iceland.
Their combined landholdings comprise about one million hectares, more than the
total size of all arable land of the Netherlands.%
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The core business of agricultural commodity traders is more sophisticated than merely
the buying and selling of agricultural commodities. They hold their powerful position
in the food supply chain due to a vast network of contracted agricultural suppliers,
storage, processing (crushing), and transportation in core strategic food-producing
countries or regions. Brazil, for example, is the largest soybean exporter worldwide (it
accounts for 49 per cent of total worldwide soybeans export)® and is also expected to
become the largest corn exporter worldwide.®” Bunge, Cargill, Louis Dreyfus Company,
COFCO, Marubeni®® and ADM all have an important stake in the Brazilian soy exports.®°
With regard to corn, the key traders are Bunge, Cargill, ADM, Louis Dreyfus Company,
Amaggi’, Gavilon” and COFCO.7

These companies own important infrastructural assets in Brazil such as ports, rail-
ways, refineries, silos, mills and factories. Bunge, for example, owns 62 grain storage
silos (elevators), 9 grain mills, 8 crushing facilities, 6 ports, 6 refineries and 4 oil
packaging factories.” These assets had a combined value of USS 545 million in 2022.74

Cargill states that it “spans all production phases, from the field to post-consump-
tion, including food security”.”> The Chinese company COFCO also has a strong vertical
integration. It owns pig farms, it imports the feed, owns the slaughterhouses that
process these pigs and sells the meat through its household brands (“Joycome” and
“Maverick”).7 The development of stronger vertical integration has also prompted
these trading houses to adapt to changes in the behaviour of consumers. LDC, Cargill
and ADM, for example, have recently invested in plant-based meat substitutes.””

Ilustrative for their powerful position in the food supply chain is also their relation-
ship to individual farmers. Most agricultural commodity traders seem to have pro-
grams in developing countries through which they advance capital and other financing
arrangements to farmers.” For example, Bunge’s prepaid commodity purchase con-
tracts and advances have, in Brazil alone, a total value of USS 651 million (2022).7

Their size and the very strong vertical integration are a strong indication of the
monopolistic position these agricultural commodity trading companies hold in certain
parts of the world, over specific sectors or over the trade in specific crops, like soy or
grain. It is extremely difficult for external actors to compete on a level playing field
with these large traders. Newcomers to the agricultural commodity trade, such as
COFCO, have only been able to secure a position by taking over other agricultural
commodity traders (which already had a strong physical presence in the key agricul-
tural markets), and by focusing on a very specific market.® In the words of former
Cargill trader and publicist Jonathan Kingsman: “Glencore Agriculture [previous name
of Viterra]®' and COFCO International3> are the new kids on the block; both have had to
find room on an already crowded street” .83 Barriers of entry to newcomers are a strong
sign of market power.%

The big five agricultural commodity traders supply other large multinational
(food-processing) companies. Cargill, for example, supplies Ahold Delhaize,
McDonald’s, Walmart, Sysco,® Unilever, Nestlé®¢, and ALDI®’; ADM supplies Mark &
Spencer?s.
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Other large customers are states. For example, in the summer of 2022, Cargill con-
cluded a deal with the government of Pakistan for 500,000 tons of wheat (worth US$
220 million).?? In some cases food security is such an important issue that states or
state-owned companies directly invest in agricultural commodity traders. The United
Arab Emirates (UAE) state-owned company ADQ_recently bought a 45 per cent stake in
Louis Dreyfus Company. Included in the deal is a long-term supply agreement to sell
agricultural commodities to the United Arab Emirates.?

Although the business models of agricultural commodity traders have much in com-
mon, their corporate identities differ. Of the five companies, only ADM and Bunge are
publicly owned.* Cargill and LDC, on the other hand, are privately owned.’”> However,
as mentioned above, the UAE has an important stake in the latter. COFCO is the only
one that is completely state-owned.** That is however not the case for all of its sub-
sidiaries. COFCO’s international agricultural commodity trading division (COFCO
International), although majority owned by the COFCO group (60 per cent stake), is
partially owned by Standard Chartered Bank, China Investment Corporation, Hopu
Investment Management, and the International Finance Corporation of the World
Bank.%

The corporate identity impacts the economic and geopolitical goals of the agricultural
commodity traders. While the focus of a publicly-owned company, by nature, is on
maximizing shareholder value%, private companies have the ability to reinvest a larger
part of their profits, ensuring a more stable and long-term future.?® State-owned
companies, however, do not only have economic goals but also serve as a means for
the government to reach geopolitical goals, for example, with regard to food security.*’

Socio-environmental impact and deforestation

Around 90 per cent of global deforestation is driven by agricultural expansion.®® This
includes agricultural production of food commodities in which the ABCCD traders are
active, such as soy, cocoa, palm oil and cattle farming. Deforestation, for example, in
the Amazon or the Brazilian Cerrado region, is often the result of increased demand
for soy production, which in turn is driven by the growing demand for animal feed due
to meat production.?®

According to Mighty Earth’s Soy & Cattle Deforestation Tracker, Bunge, Cargill,
COFCO, ADM and LDC are collectively responsible for at least 161,018 hectares of forest
clearance in their soy and cattle supply chains between March 2019 and March 2021
alone.*° This is equivalent to the size of over 225,000 football fields. Deforestation has
disastrous impacts on biodiversity, but is also a driver of around 10 per cent of global
warming and threatens the livelihoods of millions of people that rely on forests for
their living, or as their homes.:

The alarming social and ecological footprint of agricultural commodity traders, rang-
ing from climate change and deforestation to human rights violations, can be observed
across all regions and food chains where the ABCCD are active.*> Worldwide, the food
system is responsible for one-third of global emissions, yet agricultural commodity
traders are largely failing to address their contributions to climate change.
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Despite the controversies stacking up, the traders have largely escaped widespread
public scrutiny. Even so, pressure on agricultural commodity traders to put an end to
human rights abuses and environmental destruction has been mounting, often
through household brands like Nestlé and Unilever that, under the pressure of civil
society campaigning, have increasingly adopted human rights and environmental due
diligence processes to mitigate negative impacts.»o

Still, agricultural commodity traders continue to perform poorly on implementing
social and environmental sustainability policies and practices. They have taken insuf-
ficient steps to contribute to just and sustainable food supply chains, and traders
perform particularly poorly on transparency as the sector remains opaque and largely
unresponsive to transparency and accountability demands.*
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CHAPTER 2

Profiting from
crises

All of the five agricultural commodity traders of
the ABCCD have witnessed historic high profits

during the 2021-2022 period. This chapter

analyses these increased net profits in relation
to the five years leading up to the current food

crisis. We also analyse the power position
of the ABCCDs in the food supply chain and

the structural elements behind the excessive

profiteering.

(in million ADM"¢ Bunge'”’
uss)
2016 1,288 776
2017 1223 207
2018 1,782 236
2019 1,418 -1,302
2020 1774 1165
2021 2,731 2,167
2022 4,365 1,678

Cargill'®

2,380
2,840
3,186

2,560
3,000
4,920
6,690

Figure 1. Development of ABCCDs net profits for the period 2016-2022.
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COFCO

865M°
1,746™M
1,800m
1,823™
3,233M
3,600m

3,384"e

LDcl09

306
316

366
228
383
697

1,007

Total

5,615
6,332
7,340
4,727
9,655
14,115

17,123
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Development of ABCCDs net profits for the period 2016-2022
in million US$

8,000
6,000
4,000 /
2,000
0
-2,000
2016 2017 2018 2019 2020 2021 2022
= ADM Bunge Cargill COFCO LDC

Figure 2. Visualization of figure 1.

If we regard the 2016-2020 period, in which food prices were relatively stable, net
profits in 2021 rose between 75% and 260% for all agricultural commodity traders
compared to the bench mark period 2016-2020. In 2022, net profits were 200% to
300% higher compared to that period."”

Increase of 2021 & 2022 net profits compared to average 2016-2020
net profits in %

350
300
250
200
150
100

50

ADM Bunge* Cargill** COFCO LDC Average

4 % 2021 % 2022

*Excluding financial loss year 2019
**Fiscal year ends May

Figure 3.
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The exceptional profitability of the agricultural commodity traders is not only visible
through the realized net profits. Another indicator of profitability is the so-called net
margin. The net margin is calculated on basis of the net profit and the realized reve-
nues. The margin indicates how much each dollar generated by the company in reve-
nue translates into net profit. In other words, a net profit margin of 1 indicates that on
average, with regard to every USS 100 of revenue about USS 1 in net profit is realized.
As stated by the Corporate Finance Institute:

“A high net profit margin means that a
company is able to effectively control
its costs and/or provide goods or
services at a price significantly higher
than its costs”.™

Generally, food commodity traders operate in a sector with limited margins.™
Nonetheless, all agricultural commodity trading company realized a much higher net
profit margin for the years 2021-2022 as compared to the preceding years (see table 4
below). Some more than doubled their net profit margin (for example ADM and
Cargill). This indicates that the increased profitability of the traders has not been
derived from expanding their business, but mainly through either decreasing their
costs, increasing the prices they ask for their agricultural commodities or a combina-
tion of both. Given the strong increase in agricultural commodity prices, it is most
likely that the companies have been able to benefit from higher food prices without
suffering from an equivalent rise in food and other input/production prices (such as
the cost of fertilizers, costs of transport et cetera) on the cost side.

NetMargin (%) 2016 2017 2018 2019 2020 2021 2022

ADM 21% 2.0% 2.8% 2.2% 2.8% 3.2% 4.3%
Bunge 1.8% 0.5% 0.5% -3.2% 2.8% 3.7% 2.5%
Cargill” 2.2% 2.6% 2.8% 2.3% 2.6% 3.7% 4%
COFCO 0.8% 1.5% 1.9% 1.7% 2.9% 2.4% 22%
LDC 0.8% 0.8% 1.0% 0.7% 11% 1.4% 1.7%
Average 1.50% 1.44% 1.78% 1.74%2%2  2.44% 2.88% 2.96%

Figure 4. Agricultural coommodity traders - net profit margin'®
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The reason agricultural commodity traders profit
during a food crisis

The high profits have a clear link with agricultural commodity prices. These have
increased substantially since 2021, especially due to the reaction of the futures market,
where prices are being set, in relation to the Russian invasion of Ukraine.? The price
of wheat rose close to 50 per cent in the two weeks following the Russian invasion of
Ukraine (22 February 2021 to 8 March 2021), followed by palm oil (close to 25 per
cent), corn (10 per cent), and soybean oil (10 per cent).?

Evolution of food prices versus total ABCCD profits

160 18,000
140 16,000
120 5 14,000
100 12,000
' 10,000
80
8,000
60 6,000
40 4,000
20 2,000
0 0
2016 2017 2018 2019 2020 2021 2022
Il 20 Food Price Index Net Profits

Figure 5.2

In the chart above, both the evolution of food prices as well as the average net profits
of the food commodity traders is depicted. As can be observed, both follow an almost
identical trend. From the onset of 2020, both increase strongly, indicating a possible
correlation between the two observations. Most of the food commodity traders explain
the ballooning profits by non-specific remarks such as “strong demand”, “tight sup-
plies” or “high prices”.?” Some food commodity traders have, however, been more
specific in their explanations. Viterra, for example, noted that “supply chain disrup-
tions” and “market volatility” resulted in Viterra’s most successful year.:>8

Food prices and food price volatility play a big role in the enormous increase in prof-
its.?° But higher prices are not the only explanation for the steep rise in profits wit-
nessed in the agricultural commodity trade, as will be explained below. So why do
higher food prices and increased food price volatility result in extraordinarily high
profits for agricultural commodity traders? And do agricultural commodity traders
profit passively from increased food prices and related food price volatility, or do they
have an active hand in shaping the circumstances they profit from?
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We have identified four key reasons why ABCCD agricultural commodity traders are in
a position to thrive from higher agricultural commodity prices and increased agricul-
tural commodity price volatility.

1) Oligopoly

The first mechanism through which agricultural commodity traders propser during
food crises, is the oligopolistic structure of the market in which they operate. An oli-
gopoly is described by the Federal Reserve Bank of St. Louis as: “a market in which a
few large firms dominate. Barriers prevent entry to the market, and there are few
close substitutes for the product.”3° Two aspects play a crucial role in this: dominant
market position and market consolidation.

A) Dominant market position

The ABCCD as a group dominate the global food trade, both in terms of imports and
exports. The Big Five control between 70 and 90 per cent of the global trade in com-
mercial grains.! Furthermore, they exert a high level of control on the main export
markets of soy (Brazil, the United States, Paraguay and Argentina).3> For example,
ABCCD traded 53 per cent of all soy exported from Argentina, Brazil and Paraguay
(2018).133

The 2022 Trade and Development report by UNCTAD highlights how the ability of
agricultural commodity traders to profit from market volatility is largely attributable
to their complex corporate structures and the use of unregulated financial tools.3* The
report highlights that “[e]nergy and food markets are complex, highly concentrated,
and prone to anti-competitive practices such as abuse of market power by dominant
firms or oligopolistic price fixing, which can cause higher prices and lower service”.:s>
They furthermore argue that the high profits, as realized by the agricultural commod-
ity traders during 2021-2022, are partially explained by profiteering.:¢

According to a study by insurance company Allianz, up to 20 per cent of food inflation
can be attributed to profiteering.” Profiteering for agricultural commodity trading
companies is even higher than for oil companies, due to more predominant concen-
tration.® Other forms of control over supply chains include information asymmetries,
where speculation is enabled by the companies holding perfect or almost perfect
information, which leads to transparency issues towards customers who hold imper-
fect information.

B) Market consolidation (mergers and acquisitions)

One of the strategies to increase market concentration and to consolidate an oligopo-
listic market structure, is through mergers and acquisitions.® And there have been
many mergers and acquisitions throughout the last decades by the ABCCDs.4°
Although the deals have been scrutinized, for example, by the competition regulators
of the EU, the agricultural commodity trade market has become more and more con-
centrated. The EU competition regulators have assessed a total of 60 cases of mergers
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and acquisitions related to the ABCCDs since 1990.%! All but one have been approved
unconditionally.%>

The next big merger coming up, is the merger between Viterra and Bunge, in a stock
and cash transaction. The deal is unprecedented in size in the global agriculture sector
and will move the new company closer to the size of ADM and Cargill.*3 It will further
strengthen the ABCCD’s dominant market position.

The fact that policy makers have allowed the creation of an oligopoly within the agri-
cultural commodity trading sector demonstrates the narrow prism of antitrust regula-
tors. There is a lack of monitoring of agricultural commodity traders on a global level,
something which was also noticed by Abdolreza Abbassian, former senior economist
at the UN’s Food and Agriculture Organization.

2) Interconnectedness

The five agricultural commodity traders compete with each other for market shares in
certain regions, they focus on the same commodities and serve, to some extent, the
same customers.45 At the same time, they also operate as business partners, for
example, through joint ventures, joint investments and industry-wide cooperation, as
will be showcased below.

There are many joint ventures between ADM, Bunge, Cargill and Louis Dreyfus
Company. ADM has a joint venture with Cargill called SoyVenTM. This joint venture is
located in Egypt and supplies the Egyptian market with soybean oil and meal.
Although the main factory, the soy crush facility, is located in Borg Al-Arab in Egypt,
the company is managed from Switzerland.'“¢ ADM and Cargill have also cooperated
through their joint venture Grainbridge LLC. The key purpose of this joint venture is
to: create a digital platform that enables North American farmers to consolidate infor-
mation on production economics and grain marketing activities.'4” Although the joint
venture was established in 2019, it was already sold in 2021.148

Bunge and LDC also have important stakes in the joint venture Complejo
Agroindustrial Angostura S.A. (CAIASA). This joint venture, registered in Paraguay, is
an oilseed processing factory.'4° The 2022 Annual Report of LDC also lists joint ven-
tures between Cargill and Louis Dreyfus Company in port terminals for grain export
(Terminal Exportador de Santos and Terminal Exportador do Guaruja), and sugar
export (Terminal de Exportacdo de Agticar do Guaruja).’s°

Next to joint ventures, ADM and Cargill also have joint investments. One example is
the French biotechnology company InnovaFeed SAS. Both ADM and Cargill have a
strategic investment in this company®' and are currently developing joint projects.’s>
Another example is the Paraguayan company Complejo Agroindustrial Angostura S.A.
(CAIASA). Both Bunge and ADM hold a minority stake (33.33 per cent) in this company,
together with the Argentinean company Aceitera General Deheza S.A..153
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The ABCCDs also work together closely in developing and adopting new technologies,
like blockchain technology.’># All ABCCD companies have a stake in the blockchain
platform Covantis, which was legally registered as a company in 2020 and is incorpo-
rated in Switzerland.> Initially, Viterra was the only non-ABCCD member of the
Covantis Platform. The goal of the platform is to improve communication between
agricultural commodity traders in order to improve logistic processes. The project was
initially launched in Brazil but has already been rolled out in other key agricultural
markets, such as Argentina, Uruguay and the United States.’>® A similar project was
recently launched in Ukraine.’s?

Another example of cooperation is the railway project that the agricultural commodity
traders have been establishing in Mato Grosso, Brazil’s agricultural heart. Currently,
the transportation of grains and oilseeds is being undertaken via vulnerable roadway
infrastructure, which hampers efficient transportation. Some agricultural commodity
traders, therefore, want to create a thousand-kilometre-long railway (Ferrograos®).
This project is highly contested.> The companies that initiated feasibility studies for
this railway are ADM, Bunge, Cargill, Louis Dreyfus Company and the Brazilian com-
pany Amaggi Group.'¢°

There are more examples. The food commodity traders Louis Dreyfus Company, ADM,
Cargill, Amaggi together with Dalablog created the joint venture Strada in 2023,
formed from the merger of logistics company Carguero and payments company Tip
Bank, with the goal to create a digital truck transportation marketplace platform and
provide the market with electronic payment services related to these activities. The
creation of the joint venture was initially appealed by the confederation of self-em-
ployed truck driver unions (CNTA). Nonetheless, the Brazilian government (through
the antitrust CADE Tribunal) unconditionally cleared and approved the transaction in
February 2023.1%

The interconnectedness between agricultural commodity trading companies facilitates
the structure through which higher prices are streamlined. Market power is closely
tied to price-setting power in contexts where markets are highly concentrated> and
the noted interconnectedness can result in price setting, anti-competitive behaviour
and cartel formation, even though it is difficult to research to what extent this inter-
connectedness of the agricultural commodity traders results in higher or excessive
profits.

Nonetheless, most ABCCDs have, over the past years, been accused and found guilty of
anti-competitive behaviour. ADM, for example, was accused of price-fixing in the
peanuts sector, and paid a settlement of US$ 5 million in 2021.13 Bunge has been
under investigation since March 2023 by the Romanian authorities concerning possi-
ble collusion on the sunflower oil market. It was noted by the president of the
Romanian Competition Council that “we have suspicions that some producers have
taken advantage of the current economic context (high inflation) and have agreed to
further increase the selling prices for some products, thus obtaining higher, unde-
served profits” .16+
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Cargill was also accused, in 2022, of violating antitrust law by improperly communi-
cating with other companies in the poultry sector about worker wages and benefits.
Cargill, together with the other two companies, negotiated with the US Justice
Department and ultimately settled to pay USS 84.4 million to resolve the allegations.'5
In 2019, Cargill has also been accused of conspiring (with Tyson Foods, JBS and
National Beef) to: “suppress the number of cattle slaughtered to help drive up the
price of beef”.*%¢ The class action lawsuit that was filed in 2020 already led to a settle-
ment by Tyson (for US$ 25 million), while the others are still in limbo.'s” Cargill has
furthermore been accused of price fixing in both South Korea® and the US.'%9

Louis Dreyfus Company is currently facing, along with Citrosuco and Cutrale, a 12.7
billion Brazilian Real (USS 2.5 billion) class action lawsuit in Brazil over an alleged
orange juice price-fixing scheme.’” COFCO was targeted by the US Commodity Futures
Trading Commission (CFTC) in 2022. The regulator stated that “between April 22 and
May 1, 2020, Chinatex traders engaged in wash trading in order to liquidate a long
position in the account of an affiliated company and re-establish the position in its
own account, to the ultimate benefit of its parent company, COFCO” ./

Considering the strong and dominant market power of the agricultural commodity
traders and their clear track record with regard to anti-competitive behaviour, the
potential correlation with the recent extraordinary profits is not to be underestimated.
The latest work by academics indicates that the increases in companies’ profits of the
last few years can be linked to the current levels of inflation.’”> Monopolistic compa-
nies (such as the ABCCDs) may use sector-wide cost shocks and supply chain bottle-
necks to implicitly coordinate price hikes. Due to these shocks and bottlenecks and the
related narrative of broken supply chains and exploding energy prices (as observed
with the Russian invasion of Ukraine), customers are more willing to pay higher
prices, as they perceive these price hikes as legitimate.”3

Price hikes do not always need to be coordinated through a formal cartel and norms of
price leadership. Implicit agreement, for example, by incorporating specific language
in external communication, can be a way to coordinate price hikes. The public dis-
course, used by companies, to create seller-induced inflation is well documented by
the Groundwork Collaborative.'7

Another way to implicitly coordinate price hikes, is the companies’ focus on profit
margins. Again, with cost shocks and supply chain bottlenecks, companies anticipate
by increasing prices to protect their margins. Knowing that other firms also pursue
the same goal (to aim for stable profit margins) they can safely increase prices know-
ing that other firms will have to follow suit. Research has shown that this is generally
initialized by the most powerful companies in the sector, through so-called
‘price-leadership’.’7s
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3) The ability to influence food availability

A third identified channel through which agricultural commodity traders can actively
profit during food crises (with increased food price volatility) is their ability to influ-
ence the availability of food. As noted before, agricultural commodity traders control
an important stake in the global agricultural trade markets. Through their size,
ABCCDs are in the position to influence the amount of food that is supplied. An impor-
tant aspect in that regard is their storage capacity. Each agricultural commodity trader
owns facilities to store food, for example, grain and oilseed elevators, warehouses and
terminals, as noted before.

Storage of food has an important role in securing a sufficient and constant food sup-
ply. Global food grain storage has increased over the past years, going from 600 mil-
lion tons in 2012, to close to 900 million tons in 2020.7¢ Most grain storage is being
held by national governments. For example, China currently stockpiles almost half of
the global grain stocks (with a total storing capacity of 700 million tons), to secure the
availability of sufficient food for its population.””” Storage, however, can also be used
as ‘speculative storage’. Although difficult to research, there have been attempts to
demonstrate that speculative storage could explain a substantial part of the recent
food price rise.78

This was also noted in the 2022 special report from the International Panel of Experts
on Sustainable Food Systems (IPES). They showcased that agricultural commodity
traders hold significant grain reserves and create an incentive for these traders to
“hold stocks back until prices are perceived to have peaked”. IPES further notes that
“the stockholders (e.g. private traders) might be reluctant to disclose their positions to
competitors, which weakens the reliability of their information” .79

To provide a comparison, the whole continent of Africa’s food shortage, following the
war in Ukraine, the recent food price increase, and following the covid-pandemic, is
almost similar to COFCO’s storage capacity: about 30 million metric tons.**° The com-
bined storage capacity of ADM, Bunge and COFCO (around 68 million tons, see table
below) is similar to the total annual wheat consumption of the United States, Turkey
and the United Kingdom combined.'®

Total storage capacity in 1,000s metric tons'®?

A

20,629'%2 16,2534

A

N 31,0006 Unknown'®’

Bunge Cargill COFCO LDC

ADM
—

Figure 6.
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There is no obligation for the agricultural commodity traders to disclose how much
food they have stored in their facilities. It is therefore impossible to tell whether the
agricultural commodity traders have increased the total volume of stored food prod-
ucts, in order to cash in later on higher global food prices. Publicly traded companies,
such as ADM and Bunge, do however disclose the value of their inventories on their
balance sheets. The privately-owned Louis Dreyfus Company does also publish this
information in its annual reports.

To compensate for the absence of data from Cargill and COFCO we have decided to
include data from the publicly traded companies Wilmar, Olam and Viterra. We ana-
lysed the evolution of inventory (in terms of monetary value) throughout the 2016-
2022 period. We can observe that all agricultural commodity traders have reported
higher inventory value for both 2021 and 2022 as compared to the 2016-2020 period.
The average inventory value, compared to 2016-2020, was on average 47.26 per cent
higher in 2021 and 50.05 per cent higher in 2022.

Million, US$ 2022 2021 2020 2019 2018 2017 2016
ADM 14,771 14,481 1,713 9,170 8,813 9,173 8,831
BUNGE 8,408 8,431 7172 5,038 5,871 5,074 4,773
LDC 6,066 7,563 6,101 5,143 4,940 4,833 6,165
WILMAR 13,231 11,739 9,436 7,970 7,91 8,224 7,022
OLAM 8,947 8,857 7,381 7,21 6,468 6,045 7414
Viterra 9,1m 8,340 5,635 4,322 4,160 2,865 n.a.
Total 60,534 59,411 47,438 38,854 38,163 36,214 34,205

Figure 7. Value of inventories of agricultural commodity traders (excluding Cargill and COFCO).

Remarkably, it appears from the analysis above that agricultural commodity traders
increased their inventories during the recent food crisis. Due to the limited informa-
tion available (we only have information for some companies, and only have year-on-
year data from the annual report) it is difficult to draw unambiguous conclusions. This
sudden and remarkable increase could suggests that the agricultural commodity trad-
ers might actually have stockpiled their commodities during the recent food crisis to
await higher prices. However, there is one caveat that should be taken into considera-
tion: the value of inventories reported by the companies is based upon current market
prices, instead of volume. Part of the increase in the value of the inventories could be
explained by the general rise in agricultural commodity prices. Currently companies
do not have to report on their inventory (neither with regard to volume nor type of
commodities conserved). More detailed and regularly updated information, for exam-
ple, with regard to the total amount of commodities stored by agricultural commodity
traders, would make it possible to closely monitor the speculative storage behaviour of
the traders.
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Figure 8.%4

Agricultural commodity traders do not only influence food prices through speculative
storage. They also influence food prices through their participation on the agricultural
commodity derivatives markets, where prices are set through trading of food com-
modity derivatives contracts (futures and options).»>s These derivatives markets are
used to secure fixed prices in the future for commodity producers and buyers, called
hedging. Speculation means non-hedging by (financial) players who aim to make
some profits by buying and selling derivatives contracts, which can positively contrib-
ute to the smooth trading in agricultural commodities. Whenever speculation becomes
excessive, especially by financial players, it can result in more and higher food spikes
and increased price volatility.’9¢ However, big agricultural traders can also engage in
non-hedging speculative trading on commodity derivatives markets. So far this has
not been sufficiently researched.

It has been acknowledged by many experts that excessive speculation on food prices
can have an inflating effect on prices, or can cause a sudden drop in prices (after
excessive speculation). Rabobank, a well-known globally operating agricultural bank,
notes that ‘speculative appetite’ is one of the four major factors driving the current
surge in prices across agricultural commodities.’” One way to make a distinction
between ‘normal’ speculation and ‘excessive’ speculation is how speculators behave.
Whenever their behaviour is driven by financial market strategies, rather than food
market fundamentals, ‘excessive’ speculation can occur.%® Speculation in the food
markets is considered one of the key influencing factors to the inflation of food
prices.19?

Next to the research by Rabobank, other research also demonstrates that investors
were drawn to the future commodities market at the onset of the current food crisis. It
was unravelled that financial speculators’ participation>° in the milling wheat market
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of Paris, the European benchmark, increased from 23 per cent (May 2018), to 72 per
cent (April 2022). One specific category of financial speculators, investment compa-
nies, increased their presence on the buy-side of the wheat futures market from 4 per
cent in 2018 to 25 per cent in April 2022.2*

Information is important. Roman Herre, from the Heinrich B6ll Stiftung, stated that:
“the ABCD group is well informed about harvest levels, prices, currency fluctuations,
weather data, and political developments in all parts of the world. Every day, data
gathered from growing areas is analysed by financial experts.”>2 The data give agri-
cultural commodity traders a big advantage over other parties in the food supply
chain. This privileged position with regard to data and actual production is especially
advantageous when the agricultural commodity market is volatile and troubled. In
times of price spikes and volatility, it is important to have insights into the future
supply of relevant agricultural commodities. Agricultural commodity traders can use
this information to trade their products, and perhaps their derivatives contracts, at the
right time and place.

UNCTAD concluded, in a recent report, that the agricultural commodity traders derive
most of their profits from financial activities. They furthermore noted that “corporate
profits from financial operations appear to be strongly linked to periods of excessive
speculation in commodities markets and to the growth of shadow banking — an
unregulated financial sector that operates outside traditional banking institutions.”23
This was also the conclusion of a recent report by Sophie van Huellen and Tomaso
Ferrando.>*
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4) Vertical integration

The ABCCDs dominate large parts of the value chain, from supplying farmers with
loans, seeds, fertilizers and pesticides to storing, processing (crushing) and trans-
porting food commodities. They are active in the up-, mid- and downstream activities
with regard to the main commodities.?°’ This vertical integration gives the agricultural
commodity traders a strong advantage with regard to access to important market data,
and expands their influence in, and control of, the production stage all the way to
processing.

The reality of vertically integrated trading houses is a trend confirmed by the sector
itself. According to Sucafina, a Swiss-based coffee trader: “If we were content to stay
at this size and we weren’t vertically integrated, we would eventually get acquired by
someone. (...) The trade house of the future will be more vertically integrated, and a
big part of that’s going to have to come from the farming side.”>°8

The strong vertical integration of the agricultural commodity traders and their knowl-
edge with regard to markets helps them to reinforce their business operations. For
example in Brazil, sugarcane production is characterized by an increasingly consoli-
dated and vertically integrated supply chain, controlled by a small number of traders,
with closely interlocked markets for sugar and ethanol.>*

Sugar prices are highly volatile and have interconnected impacts on the production
ratio of both products, known as the sugar mix. When demand for ethanol is high,
more sugarcane is directed towards ethanol production, causing a sugar shortage on
the world market and hence increasing sugar prices.>° Most sugarcane mills’ can
simultaneously produce sugar and ethanol, allowing mills flexibility on the capacity
dedicated to sugar or ethanol depending on the market conditions.>

Vertically integrated sugar traders, such as Bunge, Cargill and COFCO, that own assets
ranging from farms to mills, to transport terminals, can rapidly adjust production of
ethanol versus sugar, and (through a tight networks of sellers, traders and buyers)
dominate the process of determining spot prices and hedging on futures markets to
set favourable prices for the crop in the future.> For this to work in an high-speed
flow of information, sugar traders operate in increasingly integrated and concentrated
chains with tight networks, pushing enormous volumes against small margins.
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CHAPTER 3

Conclusion

Profits of the five largest, globally operating,
agricultural commodities traders spiked to
extreme heights in the period during and after
the recent food crisis. Following the years 2021
and 2022, ADM, Bunge, Cargill, COFCO and Louis
Dreyfuss Company reported historic net profits
and exceeded previously recorded net profits by
two or three times, when compared to the 2016-
2020 period.

Concurrently, more and more people are suffering from hunger. Rising food prices and
shortages in food supply have brought many people on the brink of life. It is key to get
a good understanding of the factors that contributed to the current or ongoing global
food crisis. This global food crisis can be explained by many factors: a growth in con-
flicts in the world, failing crops due to climate change, soaring fertilizer prices, the
disruption of the global food chain, food price shocks, and the reaction of the players
on the derivatives markets where prices are being set.>3

In this research, we have analysed the underlying structures that explain how the five
largest food companies profit from the current food crisis, and we identify four key
reasons why these Big Five are in a position to profit from food crises.

Oligopoly

The agricultural commodity traders have a strong and powerful market position. The
ABCCDs control between 70 and 90 per cent of the global trade in commercial grains.>4
Furthermore, they exert a high level of control on the main export markets of key
agricultural commodities such as soy and corn (for example in Brazil, the United
States and Argentina).?> Their dominance over the food market is also exerted through
their monopoly on information. They hold complete or almost complete information
and are not obliged to share this knowledge with consumers, other companies or
governments.
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Another factor contributing to the oligopolistic position, is the process of market
consolidation. There have been many mergers and acquisitions over the past dec-
ades.>¢ This process has further fortified the position of the ABCCDs.

Overall, competition regulators have not prevented the creation of an oligopoly. At the
time of writing of this report, another merger is taking place, between Bunge and
Glencore-backed Viterra. The merger, creating a company worth more than USS$30
billion, will be the largest grain trading merger in over a decade. This is yet another
example of the increased concentration of market power in the global agricultural
commodity trading sector.>?

The fact that three of the Big Five agricultural commodity traders are not publicly
traded adds to the veil of mystery that surrounds these companies. For example,
information with regard to the quantity of commodities in stock, the profit margins,
and total net profits is not or only partially shared by the non-listed companies.
Furthermore, agricultural commodity traders are non-transparent with regard to the
amount of hedging and non-hedging derivatives contracts they are trading.
Furthermore, agricultural commodity traders are not transparent with regard to the
amount of hedging and non-hedging derivatives contracts they are trading.

2) Interconnectedness and cooperation

Agricultural commodity traders do not only act as competitors. In many occasions,
and at different levels, the companies engage and cooperate. There are various joint
ventures between the majority of the agricultural commodity traders. There is, fur-
thermore, collaboration in specific areas. For example, all ABCCDs currently cooperate
through “Covantis”, a digital platform where the companies exchange information
about logistics and global trade operations in general. Another example is their coop-
eration in Brazil, where they are currently working together to create a 1000-kilome-
ter railway to transport agricultural commodities such as grains.

Market power is closely tied to price-setting power in contexts where markets are
highly concentrated>®, and the noted interconnectedness can result in price setting,
anti-competitive behaviour and cartel formation. Most ABCCDs have, over the past
years, been accused and found guilty of anti-competitive behaviour.

Taking the market power and dominance of the ABCCD companies in consideration, in
connection with their mixed role of competitors and partners, the potential for collab-
oration to create circumstances for extraordinary profits is not to be underestimated.
Informal cartel-like behaviour can happen when one company increases the price and
the other few competitors follow the price rise rather than competing with lower
prices.”
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3) Influencing food availability

The size of the ABCCD companies is such that they are able to influence the global
supply of food commodities. One way is through their storage capacity. As mentioned
before, each agricultural commodity trader owns warehouse facilities to store food. To
illustrate, the combined storage capacity of three agricultural commodity traders
(ADM, Bunge and COFCO), as depicted in figure 6, is larger than the annual wheat
consumption of the United States, the United Kingdom and Turkey combined.?>* We
have shown that there are strong reasons to believe that the traders did increase the
volume of agricultural commodities in storage during the recent food crisis. However,
due to insufficient transparency, no information is available with regard to actual
volume of food in storage.

Another aspect that hugely impacts food prices, is speculation. Derivatives markets
are key in establishing actual food prices and to hedge prices in the future against
unexpected price changes for producers and processors. While a limited number of
financial players support the functioning of the derivatives markets, excessive finan-
cial speculation, however, may occur when too many actors aim to financially exploit
extraordinary circumstances (such as draught, conflict or climate change). This may
create price hikes and instable and volatile markets and hence food prices.>>

4) Vertical integration

The fourth reason why the ABCCD are in a position to profit from food crises is related
to their dominance over large parts of the value chain. Their value chain ranges from
supplying farmers with loans, seeds, fertilizers and pesticides, to storing, processing
(crushing) and transporting food commodities. Due to the involvement of the compa-
nies at various stages of the production process (“from farm to fork”), companies
have unique access to valuable market data. This information puts the agricultural
commodity traders at a huge advantage and can be used to influence, and control, the
production stage all the way to processing. Vertical integration, furthermore, provides
the traders with the possibility to allocate their product to the most (financially) bene-
ficial output.
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CHAPTER 4

Recommendations

» Recommendations on curbing monopoly power

There is an ongoing trend of market concentration in relation to agricultural commod-
ity traders. The five largest traders (ADM, Bunge, Cargill, COFCO and LDC) already have
monopolistic positions with regard to specific markets and specific commodities, both
at a national, regional and global level. Recently, Bunge merged with another large
agricultural commodity trader (Viterra), further strengthening its already powerful
position. This trend of increasing concentration in commodity markets has been
flagged by governmental bodies of many countries, but few have been able to success-
fully obstruct further consolidation.

The European Commission should investigate the various markets in which the ABCCD
companies are active in the European Union, from physical markets to derivatives
markets, including horizontal and vertical integration as well as the joint ventures and
other cooperation agreements. The investigation should examine the negative impacts
of concentration not only on consumers but also on small and medium-sized suppliers
who are dependent on monopolists.

At the same time, the European Commission should raise the problematic concentra-
tion and anti-competitive behaviour of the agribusiness sector at the International
Competition Network?>> and work in cooperation with authorities of the United States
and other countries with which they have cooperation agreements and ongoing dia-
logues. Competition authorities must coordinate to break-up the ABCCD’s monopoly
power across the globe.

Governments should implement a windfall profit tax in relation to large agricultural
commodity traders. The EU should combine this with the creation and implementation
of price gouging laws that would limit excessive price increases in times of crisis. It is a
troubling reality that rising food prices have driven people to hunger, while it resulted
in record profits for the companies that trade these goods. The revenue resulting from
this tax could then be used to fund measures to alleviate the pressure from higher food
prices. The design of the windfall profit tax is further explained in the box below.

» Recommendations on improving transparency

It is not only governments that hold large food reserves, also agricultural commodity
trading companies (such as the ABCCDs) hold large food reserves. IPES-Food has
reported that the reserves of these companies are likely to be sizable. IPES-Food fur-
ther noted that: “with commodity speculation mounting (commodity traders - ED.),
they have a clear incentive to hold stocks back until prices are perceived to have
peaked”.>3 The findings of this report underpin this expectation.
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Governments should enact legislation in order to force these companies to publish day
to day information on the type and amount of food they hold in their reserves.
Furthermore, a detailed dataset should be built, through data provided by the customs
declarations, on specific information (inter alia on import price value, volume/weight
of commodity, source/destination country) and connected to the international move-
ment of commodities.>*

Furthermore, national statistical offices, in collaboration with international partners
and initiatives such as the Agricultural Market Information System of the G20, should
continue efforts to measure the size of reserves to help design more effective policies
and strengthen global food security.?*

In addition, there should be more supervision by specific agricultural authorities of
the physical agricultural markets and trade, to avoid undue stockholdings (‘hoard-
ing’). There should be more coordination between these agricultural supervisors and
the supervisors of the derivatives markets to detect combined strategies of physical
hoarding and financial speculation by the food traders.

» Recommendations on curbing speculation

Agricultural commodity prices have increased substantially, especially after the
Russian invasion of Ukraine. However, profits of the large agricultural commodity
traders have increased much steeper than the increase in agricultural commodity
prices. According to UNCTAD, one of the key explanations for this disparity is the
financialisation of commodity trading.>>* UNCTAD highlights that: “the bulk of finan-
cialized trades in commodities and food take place over the counter (OTC), or in the
shadow banking system”. They conclude that: “These two dimensions of opacity —
industrial and corporate complexity of commodity traders, as well as their historical
reliance on unregulated financial platforms — raise serious political economy and
regulatory issues” >

Many academics, experts and international organisations have argued that excessive
speculation is contributing to the rising food prices. The increased presence of large
financial actors (hedge funds, soveraign wealth funds, investment banks and pension
funds) plays a crucial role in the recent food price rises, and made agricultural trading
markets more volatile.>*®

Therefore, agricultural commodity traders should not only be treated as commercial
traders but also as financial institutions. As stated by UNCTAD: “At its core, the prob-
lem of regulatory gaps centres on the dichotomy between the regulatory treatment of
commodity traders as manufacturing corporations on the one hand, and their increas-
ingly more profitable (yet unregulated) activities in financial markets, on the oth-
er.”>9 A change in the manner agricultural commodity traders are perceived is detri-
mental to any governmental reform of the regulatory oversight.
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Windfall profit tax

Many countries have recently implemented a windfall tax for oil companies. The windfall tax is
justified by these countries (as well as by the IMF) as these companies faced unexpectedly high
profits during the recent energy crisis.

The rise of fossil fuel prices not only led to high profits for many energy companies but also
increased pressure on households and businesses. This is used by policy makers as legitimization
for the implementation of a windfall tax.

The revenue resulting from this tax could then be used to fund fiscal measures to alleviate the
associated pressure from higher fuel prices. A similar pattern is observed in connection with the
agricultural commodity traders. Similar with fossil fuel prices, agricultural commodity prices
increased steeply following the Russian invasion in Ukraine, leading to unprecedented high profits
for agricultural commodity traders. It did, however, also lead to a steep increase in food prices
and put pressure on the purchasing power of consumers, especially for people already living in
precarious conditions in the Global South.

In a 2022 publication, Gabriel Zucman, together with colleagues from the EU Tax Observatory,
presented a specific design for a windfall profit tax. We will use the design of this windfall profit tax
to calculate how much revenue such a windfall profit tax would yield, when applied to the
ABCCDs. Zucman proposes a design based on the increase in market capitalization of companies
(with a more regional focus) as well as a global windfall profit tax, focusing on companies’ global
net profits.2° This windfall profit tax, which is similar in design to the European Commission pro-
posal, considers windfall profit tax as any net profits 20 per cent above the average net profits in
the past four years. Using a tax rate of 33 per cent, we calculated the total amount of taxes that
this windfall tax would yield in the table below.

(in million US$) ADM Bunge Cargill COFCO LDC
Average net profit 1,549 77 2,897 2,151 316
2017-2020

20% above average 1,859 92 3,476 2,581 379
2021 net profit 2,731 2,167 4,920 3,600 697
Windfall profit 2021 872 2,075 1444 1,019 318
(in million US$) ADM Bunge Cargill COFCO LDC
Average net profit 1,926 567 3,417 2,614 4
2018-2021

20% above average 2,311.5 679.8 4,099.8 3,136.8 493.2
2022 net profit 4,365 1,678 6,690 3384 1,006
Windfall profit 2022 2,054 998 2,590 247 513

As observed above (and also mentioned earlier) each individual agricultural commodity trader
experienced extremely high net profits for the years 2021 and 2022. This led, for these five traders,
to windfall profits of US$ 5,729 million for 2021 and US$ 6,402 million for 2022. Following a
hypothetical tax rate of 33 per cent, this would lead to extra global tax revenues of US$ 1,890
million (2021) and US$ 2,113 million (2022).
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The research above has outlined the way in which agricultural commodity traders have been
profiting from the recent food crisis. While the strong increase in food prices has boosted the
profits of the agricultural commodity traders, it has pushed millions of people into poverty. Based
on the most recent figures (from ADM, Bunge and Cargill) 2023 profits will be in line with the
exceptional years of 2021 and 2022, meaning that the traders are still making excessive profits.
Many policymakers, both intergovernmental and governmental, have criticized the position of the
agricultural commodity traders and take the position that: ‘food is a fundamental human
right'.231 The effect of high food prices is especially felt by poor people, because they spend a
larger percentage of theirincome on food. The poorest households of the world, mainly located in
the Global South, spent more than 50 per cent of their income on food.?*? Following the research,
several recommendations are key to deter the powerful position of the largest agricultural com-
modity traders and curb the swings in international food prices.
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ANNEX

Company profiles
of the ABCCDs

In the following section, we will present an in-depth profile of the business of the five
agricultural commodity traders.

Archer Daniel Midlands (ADM)

Archer Daniel Midlands is one of the largest agricultural commodity traders world-
wide. Its headquarters are based in Illinois, the United States.?33 The origins of the
ADM company can be traced back to 1902 when George A. Archer and John W. Daniels
started a linseed crushing business in Minneapolis, United States. The company was
registered as ‘Archer-Daniels Linseed Company’. In 1923 the company acquired the
Midland Linseed Products Company and the current name was established: the
Archer-Daniels-Midland Company.34

The company rapidly developed and was already listed on the New York Stock
Exchange in 1924.25 By the early 1950s, it was the largest soybean processor in the
US.>3¢ During the second half of the 20th century, the company managed to increase its
soybean processing capacity, grew its corn division and diversified its business by
investing in cacao.?’” ADM also entered the US ethanol production and accounted, by
the mid-1990s, for 90 per cent of the US corn-made ethanol production.>3®

However, the last decade of the 20th century marked difficult times for ADM, as the
company was investigated for a price-fixing conspiracy, together with four companies
from Japan and South Korea. It ultimately pled guilty, settled federal charges for US$
100 million and paid USS 400 million to plaintiffs and customers. The court cases
connected to the price-fixing scandal took a total of nine years (from 1995 until
2004).239

The company went through spectacular growth in the early 2000s, when its annual
revenue° went from around US$ 18.6 billion (2000), USS 30.7 billion (2003), USS 69.8
billion (2008) to USS 89.6 billion (2013). The revenues declined in the years thereafter
only to rise again to its 2013 level around 2021. The USS$ 100 billion revenue threshold
was passed in 2022 with a record turnover of USS 101.6 billion.># Profitability has been
relatively stable throughout the years 2005-2020, varying between USS 1 billion and
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USS 2.2 billion (with only one outlier in 2012, when net profits were only US$ 674
million). Net profits during the period of 2005-2020 averaged USS$ 1.6 billion. The net
profits increased to historic heights in 2021 (to US$ 2.7 billion), and reached a new
record in 2022 (close to USS 4.4 billion).24> The profitability of ADM also comes to the
forefront with regard to payments to its shareholders. ADM spent, in 2022, a total of

USS 2.3 billion in dividend payments and share repurchases.>*3 This has made 2022 its

50th consecutive year of dividend increase. 2022 Executive compensation to ADM’s
CEO Juan Luciano was close to US$ 25 million.>44
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ADM defines itself as a “nutrition” company, with soybean and corn being its most
important commodities.>+® ADM is the self-proclaimed largest corn processor and
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most diversified oilseed business worldwide.?*” Next to trading, it is active in crushing

oilseeds and the transportation of agricultural commodities. It divides its business
operations into three segments: (1) AG Services and Oilseeds, (2) Carbohydrate
Solutions and (3) Nutrition.243

AG Services and Oilseeds># is by far the largest segment, as it accounted (in 2021) for

about 79 per cent of ADM’s total revenues, followed by Carbohydrate Solutions (13 per

cent)>° and Nutrition>* (8 per cent).>s> The “AG services and Oilseeds” segment
includes, next to the trading and transportation of food commodities, the activity of
crushing oilseeds (mainly soybeans, but also cottonseed, sunflower seed, canola seed,
rapeseed and flaxseed) into vegetable oils and protein meals. The various oil products
are sold as ingredients for the production of food, energy and for industrial uses.>3

With regard to the origins of the commodities (from the AG Services and Oilseeds
segment) handled by ADM, close to 50 per cent comes from North America with just
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over a quarter originating from South America. Less than 20 per cent originates from
Europe, the Middle East, Africa and India.>s* The facilities, owned by ADM, are also
predominantly located in North America. About 71 per cent>s of all the facilities owned
by ADM, and related to the processing of agricultural products, are located in North
America, followed by Europe (18 per cent), South America (10 per cent) and Asia (1 per
cent).2s6

Next to processing facilities, ADM also has the ability to store its food staples in the
so-called procurement facilities. The total storage capacity owned by ADM is about 18
million metric tons. Together with the leased storage facilities, ADM is capable of
storing close to 21 million metric tons of food staples (similar to Turkey’s annual
consumption of wheat).>s” As with the processing facilities, ADM’s own storage capac-
ity, in terms of metric tons, is predominantly located in North America (79 per cent)
followed by South America (13 per cent) and Europe (8 per cent). ADM does not own
any storage facilities in Asia.>®

The most important agricultural commodities for ADM are soybeans, corn and soy-
bean meal as they respectively accounted for 18 per cent, 14 per cent and 12 per cent of
total revenues in 2021.59 ADM processed (2021) around 35 million metric tons of oil-
seeds and around 19 million metric tons of corn.>*® Wheat is another important com-
modity, as ADM processes around 30.000 metric tons of wheat each day.>

An important aspect of the ADM business is the production of biofuels, such as
bio-ethanol and biodiesel. The group has production plants in Germany, Brazil, India,
Indonesia and the United States, with a global capacity of 1.700 million litre per year.2
This makes ADM one of the larger biofuel producers in both Germany and the United
States. ADM also dominates the US biodiesel imports. During the month January 2023,
nearly two-thirds of all US biodiesel imports were controlled by ADM.2%3 In 2021 six
companies filed a lawsuit against ADM claiming that between 2017 and 2019 ADM had
a monopoly over the Argo terminal ethanol market (70 per cent control rate), selling
90 per cent of the ethanol.>¢4

As discussed, ADM owns both factories that process agricultural commodities (such as
crushing facilities) and store agricultural commodities (procurement facilities). ADM
furthermore owns infrastructural assets that are part of its transportation division.
The company owns?% 11,300 railcars, 1,300 trailers, 1,800 river barges, 310 trucks, 120
boats and 3 oceangoing vessels.2

ADM has multiple partnerships, both in the United States and globally. An interesting
partnership is, for example, the joint venture SoyVen, which it owns together with
Cargill (both hold a 50 per cent interest). The main purpose of the joint venture
(established in 2018) is to serve the Egyptian market with soybean meal and oil prod-
ucts. The joint venture is registered in Switzerland.?” Another interesting partnership
is the one with Wilmar: Olenex (Wilmar has a 62.5 per cent stake, ADM a 37.5 per cent
stake). This joint venture was founded in 2012 and became a full-function joint ven-
ture in 2016.%%8 Its main purpose is to manufacture and sell edible oils and fats, on a
global scale.?®® The joint venture is specialized in processing edible oils and fats (such
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as palm oil).?7° The joint venture markets refined oils and fats from its plants in the
Czech Republic, Germany, the Netherlands, Poland, and the U.K.>" The joint venture is
managed from Rolle, Switzerland.?”> ADM also holds an important stake in the Wilmar
company, they own about 22 per cent of the Wilmar shares.>

ADM has a total number of employees of about 42,000. Nearly 50 per cent of these
employees are based in North America, followed by EMEA (around 25 per cent), South
America (19 per cent), Asia Pacific (6 per cent) and Central America/Caribbean (1 per
cent).>7

Bunge

Bunge is an American company headquartered in St. Louis, Missouri, and incorporated
in Bermuda since 1990.?7> The company was founded in 1818 by Johann Peter Gottlieb
Bunge in Amsterdam, the Netherlands.?’¢ In the beginning of the 20 century, the
company relocated to Sdo Paulo, due to its large-scale activities in South America.>””
After almost 200 years of being a family-owned company, Bunge became publicly
listed on the New York Stock Exchange in 2001 as Bunge Limited, and moved its head-
quarters to New York.>”® In the first two decades of 2000, Bunge intensified its invest-
ments in edible oils, expanded its business in sugarcane (especially in Brazil), and set
foot into the biofuel business. In December 2022 the Board of Directors unanimously
approved the change of place of incorporation to Switzerland.>”®

Bunge has a strong position in oilseed processing and plant-based oils and fats.>¢° The
company is strategically focusing on agribusiness and food since 1996, following a
decision to divest from unrelated business lines,>* such as its paint company.>*
Bunge’s core segments are agribusiness, refined and specialty oils and milling. The
agribusiness segments’ key products include soybeans, soy oil, soy meal, corn, and
wheat.>83 In 2021, the agribusiness segment accounted for 73.7 per cent of the total net
sales.?8* Refined and specialty oil products accounted for 22.5 per cent of the net sales,
followed by wheat milling products (2.2 per cent) and corn milling products (1 per
cent).

For 2021, the majority of the net sales to external customers are located in Europe
(37.6 per cent), followed by the United States (24.8 per cent), Asia-Pacific (20.9 per
cent), Brazil (7.6 per cent), Argentina (4.5 per cent), Canada (3.1 per cent) and the rest
of the World (1.5 per cent). The commodities of its agribusiness segment mainly origi-
nate from Argentina, Australia, Brazil, Canada, the European Union, Russia, Ukraine,
and the United States.>%

Currently operating in more than 40 countries, Bunge has over 300 facilities (such as
grain elevators, port terminals, oilseed processing plants and oil refineries).>*¢ Bunge
stores its commodities in 115 facilities across the globe, with a storage capacity of 14
million metric tons.>®” The company owns a total of 52 oilseed processing plants glob-
ally, more than 80 grain elevators globally, and 3 fertilizer processing and blending
plants located in Argentina.>*®
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The refined and specialty oils segment has an aggregate storage capacity of 0.8 million
metric tons;?® it counts 69 refining and packaging facilities in the world and 5 distri-
bution centres in Brazil.>>° Bunge’s milling business can count on 23 facilities and 9
storage facilities, which account for an aggregate storage capacity of 1.3 million metric
tons.?* Furthermore, Bunge has 28 port facilities, namely 11 in Latin America
(Argentina, Brazil and Paraguay), 2 in North America (the United States), 2 in Europe
(Poland and Ukraine), 1 in Southeast Asia (Vietnam) and 1 in Australia.>®>

In the 2021 annual report, Bunge claims to have more than 22,000 employees, distrib-
uted across four main geographical regions.>?3 Specifically, the employees are predom-
inantly located in South America (8,539). Europe, the Middle East, and Africa (EMEA)
account for 6,578 employees; the North American employees’ headcount is 4,528
employees, and Asia hosts 3,061 employees.>%

Looking at the period between 2007 and 2022,25 Bunge had a peak in revenue in 2008
(USS 52,574 million) which corresponded with an increase in net profits (USS 1,598
million). In 2010, Bunge had a record in net profits of US$ 2,350 million. During the
same year, Bunge had a pre-tax gain of USS 2,440 million from the sale of the
Brazilian fertilizer actions.?¢ The revenue increased between the 2010-2012 period,
with a record of USS 61,347 million in 2012, to then decline in the subsequent years
until 2015.

Since 2015 Bunge’s revenues were stable until 2020 when revenues started to rapidly
increase, reaching a record-high of USS 67,232 million in 2022. The profits remained
stable in the period between 2010 and 2018 and recovered in 2020 from a substantial
loss in 2019, owing to major accounting charges.>*” Bunge kept an increasing trend
through 2021 and 2022 as these net profits account for the highest net profits in its
history.2o8
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Cargill

Cargill is the largest agricultural commodity trader worldwide.3® It is privately owned
and currently the largest (based on revenue) privately owned company in the United
States.> The company is responsible for 25 per cent of the US grain exports, and, on
any given day, can handle up to 20 per cent of the world’s food supply. Its 20223°>
revenue was around USS$ 165 billion.>*3 It employs about 155,000 people worldwide.3*4
Its headquarters are based in the state of Minnesota, in the United States.3

The agricultural commodity trader started its activities in 1865 when William Wallace
Cargill became the owner of a grain flat house in Conover, Iowa (the United States).
Until the 1920s, the company remained relatively small, with only 200 employees and
all of its activities within the borders of the United States. Due to marriage, the
MacMillan family became intertwined with the Cargill family and eventually, during
the late 1910s, took control of the company. Cargill’s descendants nowadays only own
about 10 per cent of the company.3°® The company’s main focus was on grain storage
facilities.

Its current name, Cargill Incorporated, was established in 1930 at the time the com-
pany began expanding its business with offices in Canada, the Netherlands and
Argentina. The company quickly grew in the decade before and during the second
world war and gradually expanded its business globally after the second world war,
with important business divisions in Europe and Asia.>*” Its exports to Russia steeply
increased during the two decades after the second world war.>°® The annual earnings
made by the company surpassed the US$ 1 billion threshold for the first time in 2003
and the quarterly results passed USS 1 billion for the first time in 2008.3°¢ The fiscal
years 2021, 2022 and 2023 have also shown an enormous increase in revenues and
profits for Cargill.

While the average revenue for the years 2016-2020 was USS 112 billion, it increased to
USS 135 billion (2021) and USS$ 165 billion (2022).3* Net profits also increased, from a
2016-2020 average of USS 2.78 billion to a historically high USS 4.90 billion (2021)
and USS$ 6.68 billion (2022).3" As a rule of thumb, Cargill reinvests about 80 per cent of
its earnings in the business. This provides Cargill with the ability to expand rapidly,
for example, only in 2022 it had more than USS 5 billion to reinvest as it sees fit.>2 Its
most important business segments are animal nutrition (livestock feed) and protein
(meat business). They have contributed up to 40 per cent of total earnings before
interest, taxes, depreciation and amortization (EBITDA) in the fiscal year 2021 and the
contribution even rose to 50 per cent for the fiscal year 20223

Of all the five agricultural commodity traders analysed in this report, Cargill is not
only the largest but also one of the most diversified. Different from the other compa-
nies, Cargill is strongly horizontally integrated, having assets throughout the entire
value chain. This means that Cargill, outside of processing and distribution, also owns
farmland, such as palm oil plantations.’* It is difficult, however, to paint a complete
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picture of the business activities of Cargill. As a private-owned company, it is not
obliged to publish detailed information. For example, it has published its quarterly
results reports until 2019, but unilaterally decided to cease publishing them from 2020
onwards.’® Its annual reports are not very detailed.
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** Profits for the fiscal year ending May 312023 have not been reported

As the company is not publicly listed, it is entirely up to Cargill how to structure its
annual report (and more importantly, what information to omit). Its 2022 annual
report, for example, only contains 22 pages and does not report on (net) profits.:
UNCTAD has also been very critical of the limited and subjective information shared by
Cargill. They mentioned that “some firms, most notably Cargill Inc and Noble Group
Limited, do not provide information at the standard required for our analysis. Groups
like these provide some figures publicly on their website, but these represent unau-
dited and selectively presented information unsuited to our investigation”.>® There is
some information available, through Cargill’s ESG reporting3* and secondary sources.
This enabled the categorization of Cargill’s activities according to its reported key
business segments.3?°

Cargill’s first business segment is ‘food ingredients & bio-industrial’. Important
agricultural commodities related to this segment are soy, cocoa and palm oil. This
business segment employs about 24,000 employees.3>.

The first commodity included in this business segment is soy. Cargill is a leading
purchaser, processor and transporter of soybeans around the world.3>> An important
continent for global soy production is South America. Cargill sources soybeans from
Brazil, Argentina, Paraguay, Bolivia and Uruguay.3*3 Cargill, together with Bunge,
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dominates the Brazilian soy trade market.3? Cargill also has a strong position in the
global corn trade. It is, for example, the largest exporter of Brazilian corn (based on
data from 2019).3% The strong footprint of Cargill in South America is also apparent
from its physical presence: it owns, throughout South America, about 145 country
elevators, 13 processing plants and 14 ports.32¢

Cargill is the world’s second-largest producer of cocoa and chocolate. The cocoa it
processes and sourced from four countries: Ghana, Cameroon, Indonesia, and Brazil. It
has a total of 31 processing plants worldwide related to cacao.3*’

Another important agricultural commodity is palm oil. Cargill is one of the largest
palm oil traders worldwide and is responsible for a large share of palm oil imports in
the United States.3*® Most of its palm oil is sourced in the world’s leading palm
oil-producing countries: Malaysia and Indonesia. Respectively 41 per cent and 29 per
cent of all palm oil handled by Cargill are from these two countries. About 17 per cent
of palm oil is derived from Latin America (Brazil, Colombia, Costa Rica, Guatemala,
Honduras, Ecuador, Mexico, Nicaragua, Panama and Peru).3* Cargill dominates the
whole value chain of palm oil. As mentioned before, it owns 9 palm oil plantations (for
example in Indonesia, where it owns 189 thousand hectares).33° The company further-
more owns 12 kernel crushing plants and mills (mainly in Indonesia) and 18 refineries
(both in South-East Asia, Europe, the United States, China, India, Brazil, Turkey and
Russia).33

Cargill’s second business segment is animal nutrition. Its most important business is
to deliver animal nutrition to livestock and aquaculture farmers, feed manufacturers
and distributors.3> The Animal Nutrition operations employ about 20,000 employees,
divided over 280 locations and in 40 countries. It is stated by Cargill that it produces
about 18 million metric tons of feed per year.33 Cargill is the third-largest commercial
feed company worldwide.33* ‘Animal and Nutrition’ is a very important contributor to
Cargill’s earnings and has, for some years, also been the largest contributor to its
earnings.33 It is boasted by Cargill that the operations of the ‘Animal Nutrition’ seg-
ment touch the plates of more than one billion people every day.33¢

The third business segment within Cargill’s business is ‘Protein & Salt’. The main
focus of this business segment is on harvesting, processing and producing beef, poul-
try, value-added meats and egg products, as well as salt. These activities take place in
North- and Central America, China, Southeast Asia and the UK.33” Most of Cargill’s
employees work in ‘Protein & Salt’, around 60,000.33 Beef is a key element of Cargill’s
protein business, as it slaughters more than eight million cattle and produces nearly
eight billion pounds of boxed beef and by-products each year. It furthermore operates
30 slaughterhouses throughout the United States and Canada.?? Its largest slaughter-
houses in the US and Canada process close to 5,000 head of cattle a day.3 It is esti-
mated that Cargill supplies about 22 per cent of the US domestic meat market.34
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‘Agricultural Supply Chain’ is Cargill’s fourth and most traditional business segment.
The key focus of this business segment is trading grains and oilseeds, such as wheat,
corn, barley and sorghum.3> Cargill dominates various supply chains of the aforemen-
tioned agricultural commodities, both in and outside of the United States. Cargill, for
example, controls about 25 per cent of the grains and soybeans produced by US farm-
ers33 and is Argentina’s leading grain exporter.344

The last business segment is ‘Metals and Shipping’. Its metals division (headquartered
in Singapore) focuses on ferrous markets. In numbers, the Cargill metal division
moves around 50 million tons of physical iron ore and 6 million tons of physical steel
globally.345 Next to metals, Cargill is also heavily involved in transportation, both over
land and over water. Cargill has a fleet of about 570 ships, which annually move
around 200 million tons of dry bulk commodities worldwide.3¢

Cargill has a strong presence in the US market. Based on sales and other revenues
(2019), 34 per cent of its revenue is realized in North America, followed by Asia Pacific
(29 per cent), the EMEA region (29 per cent) and Latin America (13 per cent).34” This is
slightly different for the geographical distribution of its employees. Following 2021
statistics, 35 per cent of its employees are based in Asia Pacific, followed by North
America (30 per cent), Latin America (21 per cent) and the EMEA region (14 per
cent).348

As mentioned before, Cargill is a privately-owned company. Its ownership has always
been in the hands of two families (bound through marriage): the Cargill-MacMillan
family. Reportedly, about 23 people from that family own 88 per cent of the compa-
ny.34 This makes the family, according to Forbes, the 11th richest family in the world.
The family has, outside royalty families, most billionaire family members worldwide
(14 in total).3s°

COFCO

COFCO (China National Cereals, Oils and Foodstuffs Company)3* is a Chinese state-
owned company, headquartered in Beijing.35> Although the company claims to be the
largest agribusiness (worldwide) by net asset value33, little is known with regard to
this company. It reportedly (in)directly serves one-quarter of the world’s dining
tables.3>* As COFCO is state-owned, there are limited obligations with regard to pub-
licly sharing information. COFCO, for example, does not regularly publish annual
reports. It is therefore difficult to obtain detailed information.

COFCO group was established in 1949 and soon evolved to become China’s largest food
and agriculture company. During the first decades of its existence, the company
focused on trade in grains and edible oils. Between 1952 and 1987 it was the sole agri-
cultural products importer and exporter of China.3s> The company furthermore
remained focused on China and had little business overseas.?s¢ The key change, in the
international operations of COFCO, came in 2014 and 2015. The company publicly
announced its aim to rival the “ABCD” quartet of agricultural companies and publicly
stated that they wanted to become the “Second C” in the group.3s’ To gain access to
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the international agricultural market, COFCO bought large stakes in the Netherlands-
based “Nidera” and the Hong Kong-based “Noble Group Ltd”. These companies had
worldwide assets in international production, domestic logistics and transportation
processing centres and sales network. This gave COFCO a strong presence in key agri-
cultural export countries (both in Latin America, the area around the Black Sea and
Indonesia). Full ownership of Nidera and Noble Group was acquired in 2016.35

The expansion of COFCO, mainly through its international trading arm COFCO
International, resulted in strong growth figures. While COFCO’s revenue was close to
USS 60 billion in 2015, it passed the US$ 100 billion figure in 2021. Net profits grew
even stronger during these years. While net profits were less than US$ 1 billion in
2016, they more than tripled to 3.6 billion in 2021.35° Reportedly, more than half of the
revenues are derived from its overseas business.3®° Its total number of employees is
about 150.000.3%
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The main agricultural commodities COFCO focuses on are grain, soy, corn and sugar.
However, the group does also trade in cotton, meat and dairy products.3¢3 COFCO is,
like Cargill, both horizontally and vertically integrated and dominates whole value
chains from farmer to consumer. With regard to its meat division, for example, it
owns 90 pig farms, 3 slaughterhouses and 3 meat processing plants. Its meat is sold
under COFCO’s brands ‘Maverick’ and ‘Joycome’.3% Around 50 per cent of COFCO’s net
profit is derived from the agricultural and food business.3% It does, however, also have
important business operations in real estate and finance. COFCO’s real estate division
(named “Grandjoy”) builds and operates both commercial and residential real estate
throughout China.3¢¢ The food department of COFCO operates various brands, such as
‘Fortune’ (famous for its rice products), ‘Xiangxue’ (noodles, flour), ‘Mengniu’ (dairy
products), ‘Greatwall’ (wine) and ‘Jiugui’ (liquor).3¢” Another major division is finance,
operated by COFCO’s investment platform ‘COFCO Capital Holdings Co.’. This division
invests in insurance, asset and wealth management, futures trading and even operates
a supply chain-related banking division.3%® COFCO is also Coca-Cola’s main company
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in China and is since 1979 responsible for Coca-Cola’s activities in China. Through
their joint venture, ‘COFCO Coca-Cola Beverages Limited’, COFCO manufactures,
distributes, promotes and sells Coca-Cola products in China.3%?

COFCO dominates Chinese agricultural imports and exports. For example, 50 per cent
of Chinese total sugar imports are accounted for by COFCO. COFCO furthermore is the
leading meat and dairy product supplier in China’s domestic market.37° COFCO,
although traditionally focused on China, has strongly evolved its international busi-
ness over the past decades. Currently, its global annual trading volume is more than
twice that of China’s annual imports.3” Its total annual turnover is close to 150 million
tons, with a processing capacity of 90 million tons (two-thirds of that capacity is
located in China). As with the other companies, COFCO holds key strategic assets in
the international trade business. It has, for example, a global storage capacity of 31
million tons, an annual port transit capacity of 65 million and an annual processing
capacity of 95 million tons.37>

There is, as noted, little information available with regard to COFCO. For example, it is
unknown where its 150,000 employees are based, where most of its sales are made, or
where most of its agricultural commodities are grown. COFCO International, however,
does provide more information. As this company makes up half of COFCO’s annual
revenues and as this company entails the global commodity trading arm of COFCO, we
will shed light on this subsidiary.

COFCO International was established in 2014 and moved its headquarters to Geneva
(Switzerland) in 2018.3” The company is majority owned by COFCO group (60 per cent
stake), and its other five shareholders are Temasek, Standard Chartered Bank, China
Investment Corporation, Hopu Investment Management, and the International
Finance Corporation of the World Bank. The company has regularly hinted at becom-
ing listed, which might have been demanded by the non-Chinese shareholders, but
has not yet acted on this accordingly.3?* The main geographical focus of the company
is South America (60 per cent of its investments are on this continent) with Brazil as
the most important country.3”> Around 40 per cent of COFCO International’s worldwide
investments and two-thirds of its employees (of a total of 11,500) are based in
Brazil.3”¢ Its warehouses are also predominantly located in South America (36), fol-
lowed by EMEA (17), North America (3) and Asia-Pacific (1). The majority of the ports
owned by COFCO are also located in Latin America (8 out of 15) as well as processing
facilities (8 out of 11).377 COFCO International handles (based on 2022 figures) primar-
ily in grains (72 million tons), oilseeds (38 million tons) and sugar (18.5 million
tons).3”® The strong presence of COFCO in Latin America also comes to the forefront
when compared with the other ABCD companies. COFCO is the second largest (after
Cargill) grain trader in Argentina, according to the 2021 statistics.3” COFCO has also
obtained a strong position in the largest export country for soybeans, Brazil. Although
export rankings (based on 2019 trade statistics) are led by Bunge and followed by
Cargill and LDC, the fourth position has now been taken by COFCO.3%
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Louis Dreyfus Company

Louis Dreyfus Company B.V. (LDC), headquartered in Rotterdam, the Netherlands, is
one of the biggest agricultural commodity trading companies in the world, self-de-
scribing as a supply chain manager.3® It is indirectly owned by Netherlands-based
Louis Dreyfus Holding B.V. (55%) and by Abu Dhabi-based ADQ (45%).3%> LDC was
founded in 1851 by Léopold Louis-Dreyfus in France, specializing in the wheat trade to
Switzerland.3® The history of the company in the nineteenth century is characterized
by strong diversification. The company expanded its grain trading activities in
Argentina, started in the sugar, citrus, oilseeds, and coffee industries in Brazil, started
trading in energy products (oil and gas), and expanded into the electricity market
(becoming one of the largest telecommunications companies in France in the early
2000s).3% Louis Dreyfus Company employs a total of 17,667 people as of 2022 report-
ing.3®> Most employees are located in Latin America (65 per cent), followed by Asia (14
per cent), EMEA (13 per cent) and North America (8 per cent).3¥ The company
accounts for about 10 per cent of the world’s trade in agricultural products.3%7

Analysing the 2016-2022 financial results of LDC (see Figure 14), shows that revenue
decreased between 2018 and 2020 but grew rapidly from 2020 onwards.3%®
Concomitantly, in 2019 the net profits reached the lowest level in the period analysed
after a slow growth trend, to then start to grow exponentially in the subsequent years
to reach a peak in net profit in 2022.3*° The decrease in net profit for the financial year
2019 is, according to the company, partially attributed to lower soybean and soymeal
average prices.?° Allegedly, factors such as the swine fever in Africa, geopolitical
instability, tensions in the US-China trade, and the oversupply of commodities have
also impacted the company, together with the onset of the pandemic.3
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After divesting from its metals and fertilizer business in 2018,3% its main segments are
divided into two broad categories: value chain (carbon solutions, freight, grain and
oilseeds, global markets, juice and food and feed solutions3?4) and merchandising
(coffee, cotton, rice, and sugar) with an approximate volume of commodities sourced,
processed and transported of 80 million tons annually.39> Higher prices across all the
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product lines of LDC’s Merchandising Segment, together with higher prices in the
grains and oilseeds product lines of its Value Chain Segment, accounted for a year-on-
year net sales increase of 36 per cent in the Merchandising Sector, and 16 per cent in
the Value Chain Segment (comparing 2022 with 2021 data).39¢ Specific information
about each revenue stream is not available, since LDC reports consolidates figures for
the two broad segments.

LDC is active in more than 100 countries across six regions.?’ The annual report pro-
vides only visual aggregated information about the number of facilities by type, not
specifying their respective storage capacity. Latin America accounts (in terms of asset
value) for most of the storage and transport facilities (56 per cent), predominantly
related to grains and oilseeds. This is followed by the EMEA region (16 per cent), South
and South-East Asia (14 per cent), North Asia (8 per cent) and North America (6 per
cent).398

The European roots of LDC are also noted in the geographical spread of their sales. 29
per cent of total sales are realized in the EMEA region, followed by South and South-
East Asia (24 per cent), North Asia (22 per cent), North America (15 per cent) and Latin
America (10 per cent).39?

LDC is predominantly a family-owned business. Margarita Louis-Dreyfus, a Russian
billionaire, increased her ownership of LDC from 80 per cent to 96.2 per cent, after
buying other family members’ stake in the company for US$ 825 million in 2018. In
2020 she decided to sell 45 per cent to ADQ, a state-owned holding company in Abu
Dhabi.400
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