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Argentina-China ocean freight increased by 15%
INn three years

JULIO CALZADA - BLAS ROZADILLA

Transport costs are higher for less developed countries than for developed countries. Argentina is a price-taker player in
the international grain market; therefore, itis vital for the country to reduce the logistic cost of maritime transport as much
as possible. High freight costs reduce local producers' income, which in Argentina represent a great source of investment,
employment and economic dynamism. In 2018, ocean transport lost profitability due to the increase of oil prices.
According to "Review of Maritime Transport 2018", despite the improvements of freight rates, the latest rise in fuel prices
could seriously affect the profitability of the shipping lines. Last year, the bulk carrier market recovered following a
significant growth of the demand, which is expected to persist in 2018. The growth of dry bulk demand exceeded the
growth of the fleet, since the demand for basic products increased. As for the projections, it is expected that for the dry
bulk market to continue to grow in 2018, underpinned by a projected cargoes growth (4.9% between 2018 and 2023) and a
moderate projected growth of bulk fleet (3%). Nevertheless, current US-China trade war may bring down demand and
drag freight rates downwards. In spite of the increase of bulk freights in 2017, in the last 9 years the maritime freight from
our country to China has decreased by 15% in nominal terms; going from US$ 55/t in 2009 to US$ 47/t in November 2018,
Argentina gained competitiveness regarding the United States but lost ground if compared to Brazil, where freight rates
became cheaper. The table shows the evolution of ocean freight costs per ton from the three main soybean exportersin
the world -US, Brazil and Argentina- to China. While Argentina gain competitiveness regarding US freight, Brazil was the
country that reduced its ocean freight the most in the considered period, by 34%. In nominal terms, Argentina-China freight
fell by 15% in the past 9 years (from US$ 55/t in 2009 to US$ 47/t in November 2018). However, the decrease is even
sharper (37%) if we compare the current freight rate with 2010 cost (post 2008/2009 international financial crisis, ocean
freight rates reached a maximum.
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Ocean freight costs to China
Annual averages in USS/t

Anfo Argentina Gulf of Mexico Santos
(U.5.) (Brazil)
2009 23,73 51,21 58,78
2010 75,33 62,26 55,84
2011 66,25 53,08 50,50
2012 35,13 46,98 439,70
2013 53,57 46,76 40,96
2014 51,45 45,72 36,85
2015 41,19 26,85 23,81
2016 38,71 30,09 16,63
2017 44,98 38,36 26,88
nov-128 47,25 50,00 35,00
Mov-2018 vs. 2019
variation L% 2% o

{@BCRmercados en base g USDA y Secretorio de Agroindustia

Argentinais likely to increase its soybean exports to china amid US-China trade war and the removal of the local
differential taxes system in the soybean complex. However, the country's disadvantageous position compared to its
competitors due to its geographical location, result on higher transport costs.

DIR ECClO N PROPIETARIO: Bolsa de Comercio de Rosario

DE INFORMACIONES DIRECTOR: Dr. Julio A Calzada
Y ESTUDIOS ECONOMICOS

Cordoba 1402 - S2000AWYV Rosario - ARG
Tel: (54 341) 5258300 / 4102600 Int. 1330

B C R iyee@bcr.com.ar - www.bcr.com.ar
Y @BCRmercados

Este material, que se encuentra inscripto en el Registro de la propiedad Intelectual bajo el N° 5349010, puede ser reproducido de manera total o parcial citando como fuente Informativo Semanal
de la Bolsa de Comercio de Rosario.




BOLSA
DE COMERCIO

DE ROSARIO

Ocean freight to China
yearly averages-
@B CAmercados based on USDA and Secretariat of Agribusiness data
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Now, considering international inflation, the 15%-drop is -in real terms- a 27% slide. The current US$ 4725/t freight rate
from Rosario to Shanghai measured in 2009 dollars is US$ 40.47/t. Thus, in real terms, average freight costs between 2009
and 2018 fell by 274%. This represents a significant improvement for Argentina and has a positive impact on farmers and

local economy:.

Real ocean freights to China Variation
2009 vs, November 2018 comparison

P e Gulf of México  Santos
ge (US.) (Brazil)
Average nominal value (2009 US5) 55,73 51,21 58,78
Current nominal value (US%) 47,25 50,00 39,00
2018 avg. U.5, Consumer Price Index [
1,168 1,168 1,168
2009 avg. 1.5, CPI
Current value (2009 US$) 40,47 42,82 33,40
Real freight cost variation (%) -27,4% -16,4% -43,2%

@BCRmercados based on USDA, FRED and Secretariat of Agribusiness data

Despite this improvement, Argentina-China freight rates have increased in the past 3 Y2 years, by 15%. The rise in
Argentina-Europe ocean freight cost in this period is even greater: 80%, negatively affecting the country's grains export
complex. However, by comparing Argentina, US. and Brazil freight costs to China we notice that the one that experienced
the lowest increase was Argentina (15% rise vs. Brazil 32% and in Brazil and 66% of the United States). Regarding ocean
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freights to Europe, Brazil's freight recorded the lowest increase in the last 3 V2 years (13%), followed by Argentina (80%) and
the United States (145%).

Argentina, Brazil and U.5. ocean freight costs comparison

may-15 nov-18 Variation
Origin and destination Distance in km USE/t USEft/km USS/E USS/t/kem Absolut
(ussfe)

Gulf of Maxica (US] - Rotterdam [Holand) B.965 11,0 00012 27,0 0,0030 16,0 145.5%
Gulf of Maxica (US) - China (shanghai) 18,679 30,0 00016 50,0 00027 20,0 56, 7%
Brazil {3antos) - Hambwrgo (Alemania) 10.637 22,0 00021 25,0 00024 3,0 13,6%
Brazll {3antas) - China (Shanghal ] 20.547 29,5 00014 38,0 0,0019 9.5 32,2%
Argenting (Rosarlo) - Rotterdam (Holand) 12078 15,0 0©,0012 27.0 0,0022 12,0 30,00
Argenting (Rosaria) - China [Shanghal) 21,203 41,0 00012 473 00022 6,3 15,2%

fBCRmencados based on LSDA snd Secretanst of Agribusiness dals
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