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Foreword

Dear Readers,

Just what is it that characterises the agricultural machinery industry today? We enjoy endur-
ing business relationships on all five continents, a steady market presence in over 180 coun-
tries and an average export share of 75 percent — all these elements combine to make up
today’s global, customer-oriented and highly effective agricultural machinery industry.

Yet this success story, which has brought us one economic high after another in recent years, is
certainly not a given, nor was it ever. In fact, it is rooted in high-performance technology meet-
ing the demands of the market and reaching customers without hurdles.

Growth trajectory only possible on open markets

Open markets are absolutely crucial in this respect if we are to continue our growth trajectory
well into the future. However, the idea of an international free trading system which is worthy
of its name is still a long way off for some. Current developments in Eastern Europe alone
ought to be a warning to us, as well as the situation in large parts of South America and Asia.
This is why it is all the more important for us to get to grips with tackling the status quo preva-
lent in so many places, challenging those areas with room for improvement, especially in es-
tablished sales markets.

TTIP as the impetus for business with the US

The Transatlantic Trade and Investment Partnership (TTIP), which is still at the negotiating
stage, will create huge potential for business with the US which cannot be overestimated. Af-
ter all, the United States, with its export volume of almost one billion euros, is now the second
largest sales market for tractors and agricultural machinery produced in Germany. A strategic
heavyweight of this kind, accounting for 13 percent of our overall sales as an industry, must be
seen as a partner of equal standing. To ensure that this relationship has a lasting basis, how-
ever, is a job that needs to be tackled by the industry as a whole!

The VDMA 12-Point Plan

With its clearly formulated 12-point plan, VDMA intends to systematically address all aspects
relevant to the TTIP negotiations process, but also lend some much needed objectivity to a de-
bate that has frequently become rather overheated. In brief, VYDMA is calling for the following:

1. Completely eliminating all tariff barriers

2. Business-friendly rules of origin

3. Facilitating customs clearance

4. Simplifying transatlantic mobility

5. Transparent access to the public procurement market at all levels
6. Comprehensive investor protection
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7. Transparency and harmonisation of intellectual property rights

8. Abolishing extraterritoriality

9. Transparent development of technical regulations on product safety

10. Strengthening regulatory cooperation

11. Mutual recognition of conformity assessment procedures

12. Accreditation according to internationally recognised accreditation rules

Common technical standards for greater efficiency

The issue that most concerns our industry — aside from eliminating customs duties and stand-
ardising rules of origin —is the current heterogeneity of technical legislation. In fact, differing
standards create completely needless additional costs which, depending on the product seg-
ment, can be as much as 5 to 20 percent overall and which, in effect, act as customs duties.
The biggest need for practical adjustments is in the field of electrical and electronic compo-
nents which is still subject to widely varying regulations. If we were to rid ourselves of this
pointless regulatory ballast, we would be able to make significant cost savings which would
enable fresh investment in other areas. Clever negotiating must ensure that the best standard
in each case becomes the common standard for all. To remain competitive in the long term,
we cannot allow our high European standards of quality and safety to become diluted. If, con-
sequently, we adopt the ‘best fit’ option in each case, a tangible increase in sales paired with
positive effects on the job market is an entirely realistic prospect.

Huge economic potential

Ultimately, the potential of a common transatlantic single market could not be greater.
Thanks to the TTIP, this is not just about 80 million Germans or 500 million Europeans, this is
about well over 800 million people potentially creating the world’s strongest economic region.
In order to maintain our leading position well into the future, stable economic and political
frameworks are absolutely vital. At the end of the day, we will only succeed —with TTIP and
other issues surrounding ‘open markets for the future’ — if we pull together as an industry and
clearly address the specific requirements of the agricultural machinery sector.

Yours sincerely

e o

Dr.-Ing. Hermann Garbers
Chairman of the VDMA Agricultural Machinery Association

Frankfurt, May 2015
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Economic Conditions and General Mood

in Agriculture

Slump on agricultural markets sets tone for
industry’s economic situation

Prices for the most important commodities in
the farming sector fell sharply over the past
year and the trend is continuing to date. In
April 2015, the global Food Price Index, calcu-
lated on a monthly basis by the Food and
Agriculture Organization of the United Na-
tions (FAO), was 20% below last year’s level. In
the past few months, the prices for milk
products and sugar have declined at an
above-average rate, but stock market prices
for grain and oilseeds have also lost a lot of
ground. Meat prices showed a slightly more
stable development based on a continual
increase in consumption. Lower prices natu-
rally put pressure on the income of producers,
i.e. farmers, if they are not offset by econo-
mies of scale. This was the case in 2014 —
despite high harvest volumes. Although long-
term comparisons show that this level of
income is still quite respectable, the turna-
round has also led to a global decline in in-
vestments in agricultural machinery.

Grain production remains stable
at 2 billion tonnes

If current harvest forecasts for the 2015/2016
season (July to June) are correct, then there
will be an excellent harvest for grain, maize
and coarse grain of approximately two billion
tonnes for the third year in succession pro-
duced from a roughly constant area. There
was also a clear boost in 2014 for soybeans,
which play a key role as a source of protein in
animal feed in China, the US and Europe.

The largest producer of grain is the European
Union, followed by the Commonwealth of
Independent States and China. Trading of this
important foodstuff is dominated by Europe,
including Russia and Ukraine, and North
America. The main importers are located
between the equator and the 35th parallel
north, with Egypt topping the list. In Eastern
Europe, export prices and export volumes for

wheat are always a political issue —a fact which
often continues to affect global pricing for
months after the harvest is over if the relevant
decisions still need to be taken or made public.
For 2015, wheat harvest forecasts currently stand
at between 700 and 720 million tonnes world-
wide, meaning that the supply situation will
remain comfortable despite a constant increase
in consumption.

Global Harvest of Wheat

in million tons

716 725
684 683 693

645 652

2006 2007 2008 2009 2010 2011 2012 2013 2014

Source: ADM Germany

The production of grain maize —for use as feed,
fuel or starch in the food industry, among other
uses —is highly concentrated in the United States
and China (at 36 and 22% of world production
respectively in 2014). Trade plays a lesser role,
especially considering that the highest demand in
both of the aforementioned countries is for
domestic use. The European Union (EU) is a net
importer, albeit with sharply fluctuating volumes.
Following the record harvest of 2014, maize
acreage for 2015 in the Midwest of the US was
reduced by an estimated one million hectares in
favour of soybeans. In view of relatively high
stocks, the pressure to export will nevertheless
remain. However, surprisingly, the ethanol indus-
try has maintained, and in some cases even
increased, levels of maize purchased during the
recent slump in oil prices and thus made a loss at
the beginning of 2015. Margins are now positive
again, but still far from achieving the record levels
of one year ago.



In a global comparison, the grain production
of the EU will perform below average in 2015,
according to current forecasts. Following very
favourable results for maize in France and
Hungary in the past year, caused by the
weather, a return to normal yields is expected
at these main locations. Wheat has come
through the winter well and high yields are
expected once more, in particular in the
western part of the continent.

One farming sector particularly important to
Europe is milk production. Worldwide, the
equivalent volume of milk processed stands at
around 700 million tonnes per year. The EU’s
share of this is 154 million tonnes (22%),
which up until now has been capped at a
maximum amount, fixed and controlled
politically. After 31 years, the milk quota was
abolished. The overall outcome of these long-
standing market controls was rather sobering
in the end: alongside the enormous costs*
caused by this market regulation, e.g. for
farmers wishing to expand having to buy
additional quota rights, the desired effect of
stabilising the market over the long term
remained elusive. In fact, over the course of
the past decade a functioning world market
has developed for milk meaning that regional-
ly restricting the supply did not achieve the
desired price impact. In the past few years, the
volatility of farmgate milk prices in Europe’s
largest producer locations was every bit as
high as that of grain.

* According to estimates by the German farming
association Landvolk Niedersachsen (from March
2015), expenditure related to the milk quota
including the implementation of 33 amending
regulations over the period of its validity amounted
to over €15 billion.
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However, the development in terms of exports
was surprising. European milk products, which
are largely based on green fodder, have an excel-
lent reputation and cater to the taste of an ever
increasing circle of consumers, including those on
the Asian continent. A large sales market has
opened up in Eastern Europe too, where the level
of self-sufficiency has fallen to well below 100%
since the end of the Soviet period.

It will be exciting to see what the end of the milk
quota in the EU holds for the future of milk pro-
duction. In the prime locations, preparations have
been underway for a long time now to apprecia-
bly increase the potential milk quantities per
farm. According to a survey carried out among
farmers in March 2015 by VDMA, more than a
third of dairy farms intend to increase production
—by on average an increase of around a quarter
within just one year. And, above all, it will be
existing large farms that will focus on achieving a
continual increase in economies of scale by ap-
preciably increasing herd sizes. Regionally, this
means a greater concentration in north Germany,
whilst the number of small farms in south Ger-
many will tend to shrink even further in accord-
ance with the previous pattern. The growth
threshold for farms is now a herd size of around
just under a hundred cattle.

Frameworks worsen slightly for farmers

The drop in prices for agricultural products is
having an effect on the mood of European farm-
ers. In a survey coordinated by the European
umbrella organisation COPA-COGECA?, key
indicators fell in several countries. Some regional
differences are apparent however, and these need
to be analysed separately.

The results of the survey in Germany show a
profession which definitely sees its future in a
positive light but is holding back on investments
for the time being, at least in the short term. As
regards meat and milk prices in particular, the
survey showed a higher rating than three months
ago. Whilst the milk prices were rated as relative-
ly poor at 3.6 (on a scale from 1 to 6, where 6 was

2 COPA-COGECA is the umbrella organisation represent-
ing farmers and cooperatives and is based in Brussels. A
joint project launched in 2011 combines national
surveys carried out among members on business
environments and economic perspectives. VDMA is
directly involved and supplies results for four out of the
ten countries surveyed.
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the lowest) and were only beaten by ratings
for farm rents, dairy farmers appear to see the
farmgate prices (which recently stabilised at
30 cents per kilo) as an indicator that the
market situation is unlikely to develop along
the 2008 pattern, when prices fell to as little
as 20 euro cents. Farms above all in North and
East Germany will continue to increase capac-
ity. In answer to the question of financial
liquidity, German farmers continue to respond
that the situation is quite relaxed. The only
thing that has slightly increased is the scepti-
cism in believing that the situation will re-
main this positive in view of the price
fluctuations for agricultural products.

Evaluation of current farming situation

Balance of positive and negative ratings
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Source: COPA-COGECA

And now for a look at the neighbour, France:
the last opinion poll carried out by the French
farming union in March 2015 (based on 1,500
interviews) showed that the extremely nega-
tive trend of six months ago is continuing,
with one in three farmers expressing their
dissatisfaction. As well as the influence of low
prices for agricultural products, the Common
Agricultural Policy (CAP) rules of the European
Union have also played a role. 60% rate the
impact of ‘greening’, i.e. the new ecological
instructions, as ‘tough’ or consider the rules to
be disadvantageous, at least. On the other
hand, French farmers think that the climatic
conditions for cultivating arable crops or
specialised crops are very favourable. Struc-
tural change in France continues unchecked: a
relatively steady response across all of the
recent surveys has been that around one in
ten farmers believes they might stop farming
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within the next year. One in four farmers plans to
do so on account of reaching pensionable age and
due to the lack of a successor, but for one in two
farmers economic considerations and the lack of
profitability of their farms also play a role. The
statistics confirm farming in France is certainly
undergoing structural change, but not the extent
of it. France is at level with Germany and Italy,
where every year 3 to 4% of farms close down for
good.

In the third biggest agricultural country of the
panel, the aforementioned Italy, the mood has
lightened. Despite the fact that the current busi-
ness is still considered rather negatively, the
expectations of Italian farmers have improved.
Winegrowers were very positive, as is the case in
France and Spain. Dairy farmers are at the oppo-
site end of the scale in terms of satisfaction. Fruit
and vegetable growers obviously had a bad year
in 2014 and rate their economic situation nega-
tively as you might expect, yet they are looking
ahead to the 2015 harvest very optimistically.
Italian meat producers have steadily moved away
from the subdued mood of a year ago and are
also confident about their future in the medium
term. The Italian farming industry however is
conscious of the fact that overall they need to
work more profitably. Increasing costs are still
having too negative an impact on profit margins.

Agricultural production value in the EU

in billion Euro

373 387 398 403 303
353 331 354

2007 2008 2009 2010 2011 2012 2013 2014

Source: Eurostat

Objectively, the economic situation of agricultural
producers in the EU over the past year has only
worsened marginally. Although, according to
Eurostat, income per farm worker and the gross
value added of the agricultural sector fell overall
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in most member states by 2%, the key figures view of lower grain, oilseed and milk prices thus
are still higher than those of the past decade. also reducing spending power for the year ahead.
In 2015, income levels could fall further still in

Production and Business Climate in the Agricultural
Machinery Sector

Global sales drop by 10% two decades and are supported by protectionist
measures on the part of the state, whilst the

The agricultural machinery sector achieved an competitiveness of the machinery will have to be

all-time high in terms of production and sales raised further.

in 2013. According to new calculations by the
VDMA Agricultural Machinery Association, the
volume was €103 billion worldwide (equiva-
lent to USD 137 billion).? Following the slight
decline last year, a minus of around ten per-
centage points is expected for 2015. The
deciding factor here is the weak economic

99 103 101
90 91
cycle in the industry in America and Europe, 79
but also in part of the Asian continent, espe-
cially in India.
Global production of agricultural machinery
and, simultaneously, a high percentage of

international trade are concentrated on North

America and Western Europe. Production in 2010 20LL 2012 2013 2044 208
South America, China, India and Turkey is
(still) focussed heavily on the domestic mar-
ket. Yet export shares are growing considera-
bly in some cases, especially due to demand in
the developing and newly industrialised
countries which offer a huge potential for
farming in terms of mechanisation. Japan and
Korea are established high-tech locations with

Global Agricultural Machinery Production

in billion Euro

Source: VDMA

Leading technology from Germany

As a production location, Germany has held its
own very well against European and global com-
e i ) petition. Its share of EU sales amounts to 27% and
specialised machinery in the lower power the share of worldwide sales to 8%. Within Eu-
segment, fqr example, for rice prt.)ductu.)n. rope, the location has even gained two or three
However with regard to tractors in particular, percentage points over the past ten years. In
they have long sent an impressive export terms of sales, the emphasis is on tractor produc-
volume tothe mature. markets' of E’urope and tion at a share of around 40% with a further focus
America. The production locations in the on the power segment of above 120 hp. Harvest-
.Comm'onwealt'h of Ind'ependent >tates, ing machinery is in second place, including all
mclu‘dmg Russia, Ukraln.e and Belarus, have self-propelled machinery such as combine har-
continually reduced their output over the past vesters, forage harvesters and potato harvesters.
On the whole, German factories continue to
* Due to a lack of accurate official statistics for many produce the whole range of machinery for arable
countries, this figure is based on regional and and livestock farming. Due to the flourishing
product-related calculations and estimates carried d ti ket th t ratio in the last f
out by the VDMA Agricultural Machinery Associa- omestic market, the export ratio in the fast few
tion. It was re-calculated this year on the basis of years has held steady at between 70 and 75%.
extensive market research activities and revised
retrospectively. According to the new calculation,

for example, the production figure for 2013 has
now increased from €96 billion to €103 billion.




Production is being reduced in 2015 in line
with the global economic downturn. In the
first quarter, both turnover and order intake
fell by ca. 15% below the previous year’s level.
For the full year 2015, the drop in sales is
expected to reach up to minus 10% and a
turnover of slightly below €7 billion, which
would correspond to the level achieved in
2011. There is no clear recovery in sight for the
coming year. The key issue here is the satura-
tion of the established markets in Europe and
America. For this reason, we would expect
2016 to be a further year of consolidation,
before higher capital expenditure in the main
markets can start to bear fruit again in 2017.

Industry’s expectations
fundamentally positive

In view of the weak development of the
economy over the past few months, the
business climate in the agricultural machinery
industry has deteriorated worldwide. Once a
month, VDMA carries out a survey among
leading manufacturers of agricultural ma-
chinery on behalf of its European parent
organisation CEMA and every six months it
does the same on behalf of the global alliance
of associations, Agrievolution.* At the mo-
ment, only a fifth of European managers and
a third of global managers are currently
answering ‘yes’ when asked whether they are
very satisfied with their current level of busi-
ness. The drop in sales has been too drastic
and so too the fall in the level of incoming
orders. Nevertheless, there has been a slight
lightening of the mood in the first quarter of
the year. This is chiefly due to the fact that the
prospect of sales rising again is increasing as
the current baseline for comparison falls.

The mood among Chinese and Turkish manu-
facturers is well above average, as they have
recently reported higher levels of demand on
their domestic markets. They also see greater
opportunities for export. In both countries,
the export share has actually risen significant-
ly over the past two or three years. What’s
new, however, is that the majority of compa-
ny representatives active in the US have
commented negatively on the situation.

* A public version of the most recent analysis can be
found on their websites (www.agrievolution.com,
Wwww.cema-agri.org).
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Whilst it’s true that forced optimism is no longer
appropriate in view of the dramatic drop in sales
over the past six months, hope of an upturn in the
near future is maintained. In Japan, things have
taken a completely different turn again over the
past year. The market recovery for the period
2013/2014 only lasted a couple of months. In the
past few months, sales have dropped again. The
business climate in the industry is corresponding-
ly restrained; however the volume of incoming
orders appears to be swelling again at the mo-
ment so that sales for the whole of 2015 are
expected to match last year’s levels.

Current Business Evaluation

Agricultural machinery companies according to location (April 2015)

mverygood good satisfying unfavourable = veryunfavourable

Japan
China

W. Europe

USA

World '
\ \ \ \ \

0% 20% 40% 60% 80% 100%

Source: Agrievolution

The majority of Western European manufacturers
of agricultural machinery rate their situation as
unsatisfactory. Most companies have reported a
continual decline in the number of incoming
orders in the past few months and have also
noted a drop in sales of around 10%. The Europe-
an sales market represents the majority of turno-
ver so that the poor performance of the biggest
markets, France and more recently Germany, has
had a direct impact on the business situation
overall. Business in Eastern Europe —a focus for
German manufacturers in particular over the past
few years —is considered by all to be extremely
challenging. A further double-digit percentage
drop in sales is expected. For the first time during
the current period of recession, a CEMA survey
carried out in May showed that there is no
growth potential left for any of the big European
markets —at least over the short term until the
autumn. It’s possible that this worst-case scenario
will have improved by the time the next survey is
carried out; nonetheless, it does show the anxiety
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with which managers are currently following
developments on the markets.

At the moment, the order books of the Euro-
pean manufacturers are only keeping produc-
tion facilities busy for eight weeks (last year it
was ten). Globally, the backlog of orders has
reduced too, with the exception of Turkey and
Japan, who are reporting an increase in num-
bers.

The mood in the industry at the moment is
therefore noticeably subdued. However, it is
clear that the current economic downturn and
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slump in sentiment are nowhere near as bad as
during the last downward spiral in 2009, when
the industry slid virtually overnight into recession
and recorded a drop in sales of over 30 percent-
age points in some cases. The economic situation
for customers during the current downturn is
much calmer and more favourable so it is unlikely
at the moment that markets will wane further or
decline more sharply over the longer term. Never-
theless, many companies reacted very quickly to
the decline in demand and are keeping a closer
eye (once again) on cost management, which
includes the possibility of job cuts.

Global Market Development

Europe and America set tone for
developments on global market

According to the volume of production
worldwide, last year the global market to-
talled around €100 billion, which was just
under the figure for the record year of 2014.
The Old Continent (Europe) and North Ameri-
ca are not only the world’s biggest production
locations but also the world’s biggest sales
markets for agricultural machinery and thus
determine how the global economy develops
for our industry.

Global Agricultural Machinery Markets

Share of selected regions and countries in %

(@ 2012-2014) and trend 2015
Share Trend

European Union 26% ™
NAFTA (USA, CAN, MEX) 22% 4
China 15% 1
South America 8% 4
India 6% 4
Comm. of Indep. States (CIS) 6% R
Japan 4% oA
Turkey 3% 1
World 100% 4

Source: VDMA

Where is the new baseline for the US?

According to new calculations by VDMA for
2014, the market volume for the North Ameri-

can Free Trade Agreement (NAFTA) came to
approximately €23 billion.*

The party mood is most definitely over on the
United States markets. This development was to
be expected on account of the huge increases
over the past few years. However the economic
slump is not less strong than the previous growth,
which will set this year’s market back by about
three years. The main problem is not so much the
lack of purchasing power on the part of custom-
ers —although this has been significantly reduced
by the weak grain and soybean prices — but the
low level of investment needs. For many years,
politicians tried to address this by creating incen-
tives such as tax breaks on the purchase of new
machinery, so famers were able to write off the
purchase value against a generous tax allowance
in the first year of purchase.

This measure, coupled with decent incomes —
firstly from arable farming and then also from
milk production — has allowed sales figures of
combine harvesters, tractors and other machinery
to rise sharply for years and created a kind of
bubble. As a result, machinery dealers now have
large stocks of used machinery on their hands
which have to be sold off at correspondingly low
prices. This will be at the expense of the new
machinery business and it is not yet clear how
long it will be affected. The price difference
between new and used machinery already in-

> The production volume is similar, at a level of €22
billion. Of the three countries Mexico, USA and Canada
only Canada has a net import requirement.
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creased by several percentage points in 2014,°
so the mood among manufacturers is sub-
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overcoming past corruption cases in which pri-
marily the public energy company Petrobras is

10

involved. The value of the Brazilian real has de-
clined dramatically, which could spur exports but
makes imports extremely expensive and means
that the country is falling out of favour with
creditors. Foreign investors (especially from

dued. It’s not possible to tell at the moment if
and when the trend will reverse. In general,
the recession is expected to continue in 2016.

China), who could give the economy a boost, are

North American Ag. Machinery Market

therefore being welcomed with open arms.

in billion Euro

el The Brazilian agricultural machinery market
s :ﬁi:ada therefore continues to decline noticeably. After
the tractor market had already lost ground by

20
15% in 2014 and the market for combine harvest-
15
10
5
0 . . . .

ers shrank by 26% to 6,300 units, sales figures in
2010 2011 2012 2013 2014

the first four months of this year were 18% lower
for tractors and 42% for combine harvesters than
last year. With that, the country has become a
hardly predictable market. In addition, the protec-
tive measures applied to imported machinery will
probably weaken incentives for European manu-
facturers even further. Despite this, it isonly a
matter of time before the next upswing for

Source: VDMA

But first it remains to be seen how the drop in agricultural machinery follows in this vast agri-

the market will pan out for agricultural ma-
chinery in the US with regard to the entire
2015 calendar year. Forecasts by leading
agricultural machinery companies are antici-
pating a reduction of up to 30%. Tractor sales
in the over 100 hp power segment have fallen
by 17%, combine harvesters are down 42%. A
company poll for the Agrievolution network
shows a glimmer of optimism for the months
ahead. However we can assume that the
market is not currently suffering from any
capacity or wear and tear issues and that
following the boom of the last couple of years,
things will settle down to a new, lower base-
line over the medium term.

cultural country, and, judging by recent economic
cycles, that will once again be a period with
strong growth rates.

Regional power Brazil is losing ground

In the past decade, Latin American countries
have always been oriented towards Brazil as
the leading regional economic power. Howev-
er, this role is becoming increasingly difficult
for the country as the damper on the entire
economy, but also on the agricultural sector,
has become obvious. The government is busy

The other Latin American agricultural machinery

markets, which are all comparatively small, are
likely to be more attractive at the moment. In
view of similar trade barriers this does not really
apply to the neighbour Argentina, the second
largest market in the region, but more to the

6 According to the Iron Solutions company, a used
combine harvester cost around 76% of the price of a
new machine for the 2014 harvest (in 2013 the
figure was around 80%). The highest prices for used
machinery were last paid in 2010.



emerging countries in the Northern Andean
region, Paraguay and also Chile. Brazilian
machinery manufacturers are able to at least
slightly compensate the upheaval in the
domestic market with stable deliveries to
these countries. However, they naturally see

The development in Europe

Karl-Hubertus Reher
Regional Group for Europe

The VDMA Agricultural Machinery Associa-
tion’s Regional Group for Central and South-
eastern Europe broadened its focus in the past
year. In order to be better able to analyse
developments in the core markets, e.g. France,
the United Kingdom and Italy, it was decided
that in future the working group will also
address the Western European markets.
Particularly the French market was a cause for
concern for many manufacturers last year.
After enormous market growth in the previ-
ous years, a strong and so far continuing
downturn can be observed in our neighbour
country since last year. The downturn set in
earlier in Southern European markets such as
Spain or also Italy. In the meantime there is
recovery potential, but from a low level.

In contrast, the countries in Central and
Southeastern Europe, among them Romania
and also Poland to a limited extent, have
stood out through comparatively high stabil-
ity. The past year was even a real boom year
for Hungary due to comprehensive subsidy
programmes aimed particularly at livestock
breeding and mixed farming. Our Regional
Group for Europe —the new title —is also
following developments in Turkey with great
interest. So far, however, market access for
agricultural machinery suppliers from Germa-
ny and other European countries is still very
difficult. Intensive market observation on the
part of VDMA appears appropriate in view of
the large market volume of €3 billion.
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their main opportunities for expansion in the
Asian region but have not yet made very much
headway. Increases in sales of Brazilian agricul-
tural machinery in Africa were more substantial,
also last year.

The economic downturn which began last year in
Western Europe is currently continuing, while the
markets in the Region of Central and Southeast-
ern Europe remain more stable on the whole.
Although the EU support programmes — repeat-
edly described in the following as a decisive
influencing factor — for the period from 2014 to
2020 will probably only be effective as from the
end of the year, farmers are fortunately increas-
ingly making investment decisions that do not
depend on these programmes. VDMA offers its
member companies regular market studies
through customer surveys, among other things,
that show the trends and influencing factors in
the markets of the region. B

Heavyweight European Union

Europe calls the tune worldwide with regard to
market volume for agricultural machinery. Analo-
gous to their agricultural structure, the countries
all differ strongly with regard to their technologi-
cal requirements; nevertheless, many markets are
trendsetters because their production is high on
small areas and as a result they use highly effi-
cient, state-of-the-art agricultural machinery. The
12 million farms in the EU cultivate approximate-
ly 180 million hectares of land and the added

11



value of approx. €400 billion contributes 2%
to the gross domestic product of the Commu-
nity. The agricultural sector is subsidised by
the EU with about €45 billion per year.

The European agricultural sector has a slightly
positive balance of trade, i.e. more goods were
exported than imported. The other European
countries as well as e.g. Japan, Australia but
also the USA are net importers of agricultural
products from the EU; the latter relationship
is of particular significance in view of TTIP, the
bilateral free trade agreement currently under
negotiation.

The agricultural machinery market in the EU
had —analogous to the worldwide trend —
reached an all-time high in 2012 and 2013
with a volume of €27 billion in both years. The
farmers’ good incomes, but also the state
support programmes (especially in the still
young member states), which were explicitly
intended for the purchase of machinery,
contributed to this result. This year, a stronger
downturn will follow the only slight decline of
the market in the EU by 2% last year. The first
months have already shown that demand for
new machinery has become noticeably weak-
er in most markets. The tractor market alone
declined by about 15% in the first quarter. The
large markets are dealt with individually
below —in retrospect and prospect.

Agricultural Machinery Volumes in the EU

in billion Euro
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German farms are very well equipped

The agricultural machinery companies look
back on the development in the German
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market in recent years with great satisfaction.
The strength of this market not only contributes
to stabilising turnover but is also important for
establishing new technologies. In 2014, market
volume practically remained at the high level of
the two previous years, i.e. at approx. €5.5 billion.
The tractor market closed with a minus of 4% at
34,611 new registrations (or 28,444 units in the
performance segment above 50 hp). A decline of
about 10% is becoming apparent for 2015.

Altogether, sales of tillage implements in 2014
remained just below the level of the previous
year, with demand for cultivators being noticea-
bly weaker. For most types of implements, there is
a downward trend in orders so that the product
segment currently has to cope with above-
average losses. The trend in sowing equipment in
Germany in 2014 was again divided in two:
Demand for pneumatically controlled imple-
ments remained stable, both for multi-purpose
implements (for grain) and precision seed drills
(for maize and sugar beets). In contrast, sales of
mechanical multi-purpose sowing equipment
declined by about 10%. Sales results for the first
quarter of 2015, which is the most important
period in the season, were comparatively sober-

ing.

After four good seasonal years for mineral fertilis-
er spreaders, most recently with 3,800 units, the
market has quietened down considerably so that
up to the end of the season 2014/2015 one fifth
less implements can be invoiced. For plant protec-
tion machinery, on the other hand, we can report
arecord. In the calendar year of 2014, about 3,000
implements were sold; so many new machines
were last sold in Germany 15 years ago. Recently,
the focus was again more on mounted equip-
ment. So far, the market has remained stable, but
orders on hand have dropped noticeably.

In contrast to arable equipment, the comparative
level for forage harvesting machinery is lower as
weaker demand already showed effects last year.
Rates of decrease in the German market are
therefore currently lower. But a 10 to 15% decline
in sales must be accepted for the upcoming end
of the season for mowers, tedders and rakes.
Demand for implements with a greater working
width has held up better. Sales of round balers
are above the level of the previous year, while the
market for combine harvesters has declined
slightly and the market for big balers has shrunk
noticeably.
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Market Volumes in Germany
in units, referring to the calendar or seasonal year

Tractors

2010 2011 2012 2013 2014
28.587 35.977 36.264 36.248 34611

Combine harvesters 1.457 2.015 1964 2.058 1.865

Balers 1915 2144 2.384 2.339 2144
Forage harvesters 608 695 678 528 531
Mowers 8.439 9.681 11.077 10.799 10.080
Tedders and rakes 7.231 8.702 10.678 10.265 9.913

Source: VDMA

The German market for feed mixing wagons
declined by approximately 10% in 2014. After
a positive first half year, the second half of the
year was sobering. No revival worth mention-
ing is expected for 2015 in view of the current
uncertainties in the milk sector. Investments
in milking and cooling equipment have also
declined substantially. In the previous years,
milk producers invested strongly in livestock
houses and equipment —in preparation for
the now liberalised milk market. After a clear
dent this year, new impetus could become
noticeable within a short time in view of the
further expansion plans.

Given the ‘end of the quota’ as from 1 April,
VDMA has asked German dairy farmers
whether they intend to change their milk
production. 36% of those surveyed stated that
they intended to increase their quantity of
milk in the coming 12 months. In Northern
Germany, even every second farm manager
plans to do so. On a nationwide basis, this
means that an increase in national milk
production of over 5% can be expected in the
first year of market liberalisation. Particularly
the large farms in eastern Germany appear to
want to once more expand considerably.
However, they only take these decisions under
the condition that the price they receive for
milk will not sink far below 30 eurocents.

Ultimately, the VDMA forecast for the Ger-
man agricultural machinery market in 2015 is
just below €5 billion, meaning a decline of
about ten percentage points. With that, the
volume would be exactly the same as the
average level of the past five years, but still
clearly above the 10-year average (of

€4.3 billion.) Particularly finance-wise, the
customers fulfil the prerequisites for the
coming year to at least bring stability for
German agricultural machinery dealers.
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France remains an uncertain player

With a volume of most recently €4.8 billion, the
French agricultural machinery market is in second
position within the EU. The extent of the decline
in 2014 surprised the industry, even though it
was foreseeable that the record figure of the
previous year would cause a counter movement.
Particularly demand for tractors had nosedived —
with regard to the number of units by 22% to
33,000 units and regarding turnover by 20% to
€1.48 billion.

The mood among French farmers continues to be
cautious; the same applies to their willingness to
invest. Sales trends for both tractors and agricul-
tural machinery are far below the level of the
previous year. And a recovery is also certainly not
apparent, which means that the level of the
market for the entire calendar year could fall
below the level of 2011.

Different Trends in the European Union

The trade association Federunacoma does not see
any prospects of improvement for the Italian
market. Over the past years, there was a steady
downward development in market volume, which
led to only 18,000 registrations of new tractors
last year. In the first quarter of 2015, registration
figures dropped by a further 9%. A decline of
about 5% must be expected for the total year for
the entire agricultural machinery market in Italy.

The participants in the CEMA business survey saw
a positive tendency in the British market over the
past few months. However, results of statistics so
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far paint a different picture. In the first quar-
ter, the United Kingdom was among the
biggest losers in the European tractor market
with a drop by 19%; the result for April was
slightly better but only because the figure of
the previous year was low. The expectations
of the national association regarding harvest-
ing machinery are clearly negative, with the
exception of forage harvesters.

European Agricultural Machinery Markets

% change of market volume compared to previous year

2011 2012 2013 2014 2015

European Union 19 7 0 -2 =7/
Germany 23 14 3 =L -10
France 25 16 7 =113 85
United Kingdom 8 7 -8 5 -8
Italy 8 7 -14 2 -4
Poland 3 _ -2 =l
The Netherlands 18 -3 < 0 -6
Spain 15 -9 4 9 -2
Belgium - 4 8 Al -10

Source: VDMA

The A.E.A. forecast for 2015 shows a decline of
up to 10%, which would be equivalent to a
volume of €2.1 billion. And high stocks of used
machinery are having an additional negative
effect on sales of new machinery. In March,
the members of the British Farmers’ Associa-
tion were more satisfied than six months ago.
Nevertheless, state regulatory measures and
the effects of changes in European agricultur-
al policy are regarded as hindering factors,
and farmers are inclined to judge the profita-
bility of their own farms negatively. Structural
change also seems to be a major issue in the
United Kingdom. 30% of the farms in the
dairy, granivore and vegetable sector want to
expand further.

The trade association in the Netherlands
complains that not enough loans are granted
to farmers. The agricultural machinery market
is claimed to be saturated like in the neigh-
bouring countries, and this has led to drops in
sales so far, both for tractors and agricultural
machinery. In general, however, Fedecom sees
the market environment in a positive light
and expects a slight revival of demand within
the course of the year. Particular growth
prospects are attested for dairy farms.
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Following a positive development last year,
expectations are low regarding the Belgian mar-
ket. Dealers’ incoming orders are perceptibly
lower than in 2014, as are sales figures so far.
With an expected decline for tractors of up to
20%, the latter again fell below the long-term
average. The forecast for agricultural machinery
sales in Belgium is a drop of 10% this year.

The development in Spain is uncertain. The mar-
ket lost considerable substance in recent years,
and the turnover volume stagnated in the past
four years at only about €1 billion per year. After a
brief revival in the previous year, sales figures in
the first quarter of 2015 were once more declin-
ing. However, basically favourable framework
conditions are reported as a result (among other
things) of sufficient rainfall in the regions with
arable farming. Thus, expectations for investment
in the short term are better. On the other hand,
continued strong and even dominating demand
for used machinery in comparison to new ma-
chinery is seen negatively. Spanish customers
have become very price-sensitive.

Poland continues to move away from record level

Guest article by Aleksander Muzalewski, Universi-
ty of Warsaw

Poland had a record harvest last year; almost 32
million tonnes of grain were harvested. However,
due to the low prices for agricultural products,
incomes in the agricultural sector remained on a
stable level in the best case. The fifth largest
market in Europe only shrank slightly to €1.4
billion, but the gap to the record year of 2012
with its €1.7 billion is already noticeable. New
registrations of tractors declined by 5% to 14,180
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units. Particularly sales in the normally
strongest segment between 75 and 130 hp
were relatively disappointing. The power class
between 50 and 75 hp and from 130 to 160
hp developed all the better. The market for
second-hand tractors increased by 2% to
15,421 units.

Western brands continue to dominate the
market. The Czech brand Zetor also has a
traditionally high market share, while Polish
brands only have a market share of 7%. A look
at Poland’s machine stock could show a
different picture. For example, about half of
the 1.5 million tractors in the farmers’ stock
belongs to the Ursus brand. However, this
manufacturer suffered significant losses in
recent years; the situation has not yet
changed much since it was taken over by Pol-
Mot-Holding, a Polish investment company, in
2011.

The decline in Poland’s agricultural machinery
market appears to be continuing this year.
There were 2,740 tractor registrations in the
first quarter, i.e. 19% less than in the same
period last year. No real recovery is foreseea-
ble for the coming months either, even
though a few dealers are already ordering
more machinery. The mood in the agricultural
sector is at its lowest point since five years.
Most farmers currently expect that prices for
agricultural products will continue to drop.
And only a few farms reckon with state sup-
port for investments in agricultural machin-
ery. The support funds from the EU
programmes for rural development from the
period 2007 to 2013 have indeed been practi-
cally exhausted. Amounts from the funding
programmes for the subsequent period up to
2020 will probably only be available at the
end of the year at the earliest. However, the
focus of the subsidies will be primarily on
investments in the environmental sector and
in equipment for pig and cattle production.
Between 2007 and 2013, EU subsidies con-
tributed to 35 to 40% of the agricultural
machinery market volume in Poland. This is
likely to be much less in future. ®
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Slightly subdued mood in Romania

In 2013 and 2014, Romanian farmers achieved
good harvests for both grain and oilseeds. Com-
bined with increased prices, this led to high
incomes. The mood improved, and investments
were stimulated. The mood only changed in the
middle of last year when prices for grain, especial-
ly for wheat, declined noticeably. In the begin-
ning, this had no significant effects on farmers’
investments. Imports of agricultural machinery
increased by 17% to approximately €500 million,
which, in view of the weak national production, is
practically equivalent to the market volume. After
Italy, Germany is the second most important
supplier with approx. €170 million (+19% com-
pared to 2013). With the growing professionalism
of farms, Romanian farmers are investing in
increasingly larger machinery from German
manufacturers.

Further impetus comes from the structural
changes in the farms, which continue to grow in
size. This development is partly due to the migra-
tion of the rural population to the cities or to
other countries — here the freedom of movement
for workers within the EU plays a major role. The
differences between incomes in the cities and in
rural areas tend to have increased since several
industrial companies, e.g. the vehicle manufac-
turers Renault and Fiat, have started producing
locally. The agricultural areas of small farmers are
increasingly being sold or leased on a long-term
basis to the expanding agricultural holdings. In
turn, these operations are relying more on high
effectiveness through the use of machinery in
view of the lack of workers. Some of them also
undertake contract work and help the small farms
with certain work, e.g. with combine harvesting
or plant protection. The structural changes also
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encompass agricultural regions that so far
were not at the fore, e.g. eastern and south-
eastern Romania as well as part of the Carpa-
thians.

But subsidy programmes also have had a very
positive effect on market development from
the perspective of the machinery industry. In
2014, there were two waves of applications
for Measure 121 (programme to modernise
agricultural holdings), which were, however,
funded from the new budget for the Pro-
gramme for Rural Development for the period
from 2014 to 2020. This measure enables
farmers to gain access to modern machinery.
The pre-accession phase until 2007 and the
period shortly after accession saw increased
investments mainly by the larger operations
in the south and northwest of the country,
which possess the best prerequisites for
agriculture, including large flat tracts of land,
good infrastructure and irrigation options.
They are now no longer dependent on support
thanks to efficient cultivation methods. In the
regions along the Danube and the border with
Hungary, there are several farms owned
wholly or partly by foreign investors. Mean-
while, a significant portion of the investments
is for high-end machinery.

Romanian Agricultural Machinery Market

in million Euro

454 457 485 470

428

351

277 307

2008 2009 2010 2011 2012 2013 2014 2015

Source: VDMA

We expect a roughly stable situation in the
Romanian agricultural machinery market for
the current year. Arable farming continues to
be profitable, although grain prices have
declined. Besides wheat and maize, oil seeds
(here mainly sunflowers), but also soybeans —
a very new crop for Romania - boost business.
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Demand for Romanian products remains stable in
the significant markets. Transport and shipping
infrastructure has been expanded, and the refund
of value added tax for grain exports is running
more smoothly than in the past. The Romanian
Ministry of Agriculture and Rural Development
expects speedy approval of the individual support
measures for investments within the new budget,
which means that further waves of applications
for farm modernisation projects can also take
place this year.

For the long term, it can be assumed that Roma-
nia will establish itself behind Poland as the
second largest agricultural machinery market in
central and south-eastern Europe. The mix of
machinery used will continue to shift in favour of
Western brands, but demand will remain for
simple and inexpensive machinery like that
already offered by Turkey, Belarus and in the
meantime also by China and India. The latter is
increasingly used for fruit and vegetable farming
as well as livestock farming. There is still im-
mense potential in these areas. As a net importer,
Romania is still far from being self-sufficient with
regard to milk, meat and some types of fruit and
vegetables.

Overheated investment cycles in Hungary

No European agricultural machinery market grew
as strongly last year as the Hungarian market.
Many product groups showed double-digit and in
some cases even triple-digit growth %ages. The
funds from the European Agricultural Fund for
Rural Development (EAFRD 2007-2013) are one
reason for the positive market development;
subsidised loans at the national level within the
scope of Hungary’s ‘Funding for Growth’ pro-
gramme are another. This programme enabled
Hungary’s central bank to grant interest-free
loans to commercial banks, which in turn granted
loans to small and medium-sized enterprises at a
maximum interest rate of 2.5%.

The funds from the past funding period of the
EAFRD programme have in the meantime been
practically exhausted, and, as in the other coun-
tries in the region, new support funds are not
likely to be released before the end of this year.
For this reason, many farmers are deferring their
planned purchases, insofar as they have a need
for investment. Apart from that, the mood in the
agricultural sector has darkened in the meantime.
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The half-yearly survey carried out within the
scope of the VDMA Agricultural Business and
Investment Barometer shows that the eco-
nomic climate index has reached its lowest
level since 2010.

Besides the gap in state funding, the most
important reason for this development is the
decline in prices for agricultural products. In
our survey, the proportion of Hungarian
farmers willing to invest has halved down to
9% for tractors in comparison to the previous
year. Investments in harvesting machinery
and mounted equipment are likely to be
slightly more stable. Nevertheless, the agricul-
tural machinery market will decline signifi-
cantly this year and probably return to a level
comparable to that of 2013.

Bridgehead function for the Turkish market

Agricultural structures in Turkey are modern-
ising swiftly. Despite unresolved internal
political problems, Turkey is continuing to
transform itself into a leading industrial
nation. But the urban migration that this
brings about is impacting on agriculture. To
get their work done, the remaining farmers
are having to rely increasingly on contractors
and machinery rings. The previous practice of
dividing up farms between inheriting sons,
which was often counter-productive, rarely
takes place any more since changes to the law
have made it almost impossible to split up
farms.

Instead there is a real trend towards farms
merging, and hand in hand with that, inves-
tors from other sectors are entering the field.
Some of the leading industrialists are getting
involved, in the hope that yields from agricul-
tural activities will rise in the long term. This
development is most evident in the dairy
sector, not least due to the very high milk
price, currently around €0.60 per litre. But
other foods have become noticeably more
expensive in recent years as well. City dwellers
usually have more disposable income and can
afford slightly more expensive food.

VDMA AGRICULTURAL MACHINERY REPORT 2015

Besides farms merging, increasing numbers of
contractor businesses are being set up. The con-
ventional pattern is usually for a progressive
farmer to invest in particular machinery over and
above his own needs. He will then do work on his
neighbours’ fields for a fee or, alternatively, in
return for an agreed share of the harvest in low-
yield areas. Nationwide contractors or machinery
rental pools are not yet commonplace, however.

Turkish Agricultural Machinery Market

in billion Euro
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Turkey has an intact agricultural machinery
sector. Apart from one or two harvesting equip-
ment segments, demand is met from domestic
production. In fact, a significant proportion of the
tractors and agricultural equipment manufac-
tured in Turkey is exported. The machines manu-
factured there use proven technologies and are
generally regarded as robust, although they are
designed for the smaller-scale structures in the
domestic market, Central Asia, the Middle East
and North Africa. To meet the needs of the grow-
ing number of larger farming structures, Turkish
manufacturers will have to switch to producing
larger capacity machinery alongside their existing
product ranges, at the very least. The conditions
for doing so are extremely good. Firstly, Turkey
has a broad supplier structure that can respond
flexibly to demand. Secondly, companies are very
willing to collaborate with leading European
manufacturers.
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Development in the Commonwealth

of Independent States (CIS)

Dirk Stratmann
Regional Group for the CIS

It is common knowledge that we will need to
feed more than 9 billion people on our planet
by 2050. But what is less well known is that
we will have to double our agricultural output
if we are to meet the needs of the world’s
growing population. Many markets are al-
ready producing at full capacity, and others
are regularly affected by natural disasters and
cannot therefore be regarded as reliable
sources of supply. There are only a few coun-
tries that have the potential to deliver more.
The CIS markets will play a central and promi-
nent role in this area in the future. The Black
Earth Region, Southern Russia, almost the
whole of Ukraine and parts of Kazakhstan are
geographically predestined to meet the rapid-
ly growing demand for food in the Middle East
and parts of Asia. CIS countries still have
reserves of agricultural land, good soils and
abundant water supplies, so there is plenty of
potential for increasing agricultural output
there. In addition, these countries can build on
their traditional position as ‘bread baskets’ if
we can mobilise the potential and know-how
that exist there and provide them with mod-
ern production technology.

However, this will require unlimited access to
modern agricultural equipment - in other
words, powerful tractors and machinery and
smart solutions that are essential for efficient,
economical agricultural practice. Many farms
with modern equipment provide impressive
proof that a great deal can be achieved with
the right technology.

But there is a growing impression that the
governments of some CIS countries are not
yet sufficiently committed to developing a
strong agricultural sector and are primarily
occupied with energy and raw material export
issues and the interests of individual market

participants. They are therefore underestimating
how a thriving agricultural sector can benefit
emerging markets in the long term and the
positive impact this can have on rural areas. A
strong agricultural sector is the foundation for
developing a processing industry and therefore
for long-term prospects in the countryside. The
partner companies of the members of the VDMA
Agricultural Machinery Association are also
committed to creating skilled jobs in structurally
weak regions. They are putting forward fast,
practical solutions to help farmers locally to put
their knowledge of agronomy into practice.

All market participants need to understand that
isolationist tendencies and trade barriers create
major obstacles to the development of a thriving
agricultural sector and prosperity in rural areas:
not only do they curb potential investors’ willing-
ness to invest, but they also make it more difficult
and more expensive to upgrade equipment and
machinery fleets. As an industry, the German and
international agricultural machinery sector is
therefore looking to collaborate with selected
market partners, increase vertical integration and
convince politicians that they can achieve more
together by observing established rules. We
should not let these unique emerging opportuni-

ties pass us by! ®

18




Political target for less imported machinery
in Russia

The general mood in Russian agriculture is
moderately positive and optimistic. Over 90%
of the respondents of a VDMA survey consid-
ered their current situation to be stable and in
the future would like either to maintain their
operations at the same level or expand. Farm-
ers perceived their current situation as more
favourable and comfortable compared to their
situation five years ago. Their productivity has
increased and their machinery fleets have
been modernised.

In response to our questions about any nega-
tive trends in their industry, the answers
tended to concentrate mostly on economic
factors: the costs and risks of borrowing
money, lack of infrastructure, fluctuating
grain prices and currency depreciation etc. The
surprising thing is that many of our respond-
ents answered that they avoid using govern-
ment financial mechanisms such as
Rosagroleasing and Rosselkhozbank and
prefer using their own money for purchasing
equipment or take out commercial loans
(from Sberbank, for example). Another big
problem for farmers is the constant rise in
input prices. Farmers therefore need to find
ways of improving their productivity by using
wide-cut equipment, for example.

In terms of their business structure, over 85%
of our respondents indicated in their inter-
views that over the last decade sugar beet has
been losing profitability and is considered to
be a strategically declining culture. Today, the
average output of sugar beet in Russia is 18
tonnes per hectare, but in some Southern
regions of the country it can be as much as 30
to 40 tonnes per hectare (in the Krasnodar,
Kursk and Belgorod regions).

At the same time, farmers are opting for
maize and soybeans, which are considered to
be strategically winning cultures in the future.
Today, the average output of maize in Russia
can reach 5 t/ha and 1.4-1.6 t/ha for soy-
beans. Over the past few years in Russia, we
have seen an increase in the production of
these cultures as well as an expansion in the
areas under cultivation. Thus, for soybeans
alone, the country’s total output in 2014
reached 2.5 million tonnes compared to 1.6
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million tonnes in 2013. During the period from
2009 to 2013, the area dedicated to growing
soybeans in Russia expanded by 75% from 0.87 to
1.53 million hectares.

Russian Agricultural Machinery Market

Share of imports versus national origin
and total market development in billion Euro
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In 2014, the Russian tractor market decreased by
4% to 43,850 units of which only 1,316 tractors
were Russian brands (share of 3%). The share of
new imported tractors increased from 26% to
39%, with the used imported tractors quota
remaining basically unchanged at 8%. At the
same time, the imports of new tractors from
Belarus decreased by more than one quarter,
from 23,200 units to only 17,000 units.

The combine harvester market declined only
slightly by 2% to 5,787 units. However, this
smooth total development contains important
structural changes within the market. Domestic
brands strengthened their position from 53% to
59%, with a sales volume of 3,396 units (+10%).
The retail sales of Belarus brands produced in
Russia increased by 29% to reach 1,102 units,
while their market share increased from 15% to
19%. At the same time, the sales of foreign brand
combine harvesters assembled in Russia dropped
by 18% to reach 730 units. The major foreign
suppliers of combines are Belgium, Germany, Italy
and the USA as well as Belarus, from which the
Gomselmash holding has managed to be the
second player in the market. Over the past year,
about 73% of combine harvesters imported to
Russia were from Belarus. Imports of Western
brands to Russia dropped from 747 to 210 units.
Besides the weaker market, the main reasons for
the sharp drop are an imposed import quota of
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424 units and the Russian authorities’ rigid
allocation of issuing import licenses only after
the harvest season.

Also the Russian market for agricultural
implements declined in 2014. Although there
are local brands which benefit from the
subsidies, their sales plummeted with the
only exception of seeding machinery, which
matched the level of previous year. The
strongest decline was observed in the seg-
ment of fertiliser spreaders with a decline of
65%, followed by a decline in balers of 36%,
and disc harrows and cultivators of 22%.

The trend for imported implements was more
favourable, although declining. With its
average of 11%, it was less than for Russian
manufacturers. Imports of ploughs went
down by 12%, disc harrows by 13%, seeders by
14%, mineral spreaders by 6%, sprayers by
18% and balers by 16% respectively. The
market share for imported implements varies
between 30% for seeding machinery and
100% for sprayers. Most of the imports come
from Germany, France, Italy, the USA and
Canada as well as from the CIS countries
Ukraine and Belarus. But there is a player to
mention that has gained much ground recent-
ly: China was already the third supplier after
Germany and the USA in 2014, with an in-
crease of exports to Russia by 18%, contrary to
the general trend. Within only five years, their
machinery shipments to the Russian Federa-
tion doubled to 140 million Euro. Around half
of the import volume from China refers to soil
working machinery and (smaller) tractors.
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Ukrainian investors on hold

Despite the official ceasefire in eastern Ukraine,
the economic and political situation in the coun-
try remains tense. Since the military conflict
started, the national currency, the hryvnia, has
lost more than 60% of its value against the euro,
resulting in enormous rises in prices of foreign
goods and services. As Ukraine has to import a
large proportion of its consumer and capital
goods and energy sources, inflation in the country
is extremely high. As a result, the purchasing
power of vast swathes of the population has
plummeted. The decline in jobs is also impacting
on the economy. More than two million Ukraini-
ans have left their homes. In the east of the
country it is the working classes who are most
severely affected and generally flee to Russia, but
in the urban centres large numbers of highly
qualified workers are emigrating with work
permits to Western Europe or the USA.

Agriculture is one of the few sectors that are still
relatively healthy. Despite the fighting in the east
of the country and the loss of Crimea, Ukrainian
farmers brought in yet another very good grain
and oilseed harvest last year. Production of maize,
sunflower and soybeans rose at the expense of
wheat, barley and sugar beet. Domestic con-
sumption has fallen, but at the same time exports
are up, bringing in good money for exporters and
traders. The devaluation of the hryvnia has made
some production costs cheaper in euro terms,
while earnings are generated in euros or US
dollars. This development has helped Ukrainian
agricultural holding companies — particularly
those highly indebted to Western banks — to stay
afloat.

Ukraine’s economic ties with the European Union
are taking shape very slowly. The increasing
access to the lucrative EU market is having a
positive effect on the Ukrainian agricultural
sector. It cannot yet make up for the loss of the
Russian market, but it is an important stabilising
factor for the country. A third of all Ukrainian
exports, worth €5 billion, are already going to the
EU. In its negotiations with the EU, the Ukrainian
government is pressing for higher duty-free
quotas for dairy and meat products. Exports of
these highly processed products are helping to
create greater added value in Ukraine. In the case
of dairy, there are still some 160 standards, ordi-
nances and laws that have to be adapted to EU
standards.
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Assignificant decline in investment in agricul-
tural machinery has been evident over the
past year. For example, German exports to
Ukraine shrank by 39% in 2014, which was
broadly in line with the general market trend
in the country. Tractors and combine harvest-
ers were hit even harder, with the market
shrinking by 60%. Manufacturers of other
tractor-mounted implements have fared
slightly better, with declines of between 15
and 30%, depending on the segment. There
are two reasons why implement manufactur-
ers ultimately performed better. Firstly, this
equipment is cheaper to buy than self-
propelled machinery, and secondly the need
for modernisation in this area is even greater,
whereas tractors and combine harvesters had
already attracted significant investment in
previous years.

Although arable farming in particular remains
profitable, a further drop from last year’s low
level is expected this year, due in part to the
general mood in the country. One year on
from the change of government, the country
is in an even worse economic position than
before. Any economic reforms have at best
been rudimentary, and loans and internation-
al economic aid have been used to re-equip
the armed forces or have been routed into
obscure channels. The excessive bureaucracy

The development in Africa

Frank Nordmann
Regional Group for Africa

The African continent is gaining ever more
importance as a market for agricultural ma-
chinery. Its greatest potential clearly lies in the
south of Africa. However, Nigeria too is be-
coming an increasingly exciting prospect. Last
year, it overtook South Africa in leaps and
bounds as the strongest economic power in
Africa, with a GDP of USD 522 billion. Howev-
er, this does not hide the fact that the chal-
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persists. Loans are unavailable, or can only be
obtained at very high interest rates. The opposi-
tion, which had once closed ranks against Yanu-
kovych, is now increasingly engaging in trench
warfare, with the result that all hope of a rapid
economic recovery has faded.

Ukraine’s central bank policy is severely restrict-
ing international trade. For example, anyone
receiving payment for agricultural exports in
dollars or euros must first sell the money to the
central bank at a fixed rate which is generally
lower than the actual rate. But when they need
dollars or euros to import machinery, spare parts
or other goods, they have to convert it back at the
less favourable rate. Psychologically, investment
plans are on hold despite the fact that there is
still a great need for modernisation. It is uncertain
whether this attitude will change as the year
progresses. The Ukrainian government is pinning
its hopes on international donors. It is therefore
planning an international donor conference with
the focus on the energy and agricultural sectors.
According to the Ukrainian Minister of Agriculture
Pavlenko, investment projects in the agricultural
sector worth USD 10 billion will be proposed
there. Further concessions for the sector will be a
VAT refund of up to 100% for agricultural manu-
facturers and the abolition of the 10% export tax
on oilseeds.

lenges on the ground are as big as ever. Political
and religiously motivated unrest, the lack of a
middle class and flagrant corruption make it
especially difficult for small and medium-sized
manufacturers of agricultural machinery to gain a
foothold there. Other countries seem at first
glance to be a little less complicated in this re-
spect, in particular those in East Africa and in the
south of the continent.

However, some of the challenges and hurdles in
Africa are common to many of the markets.
Standards of education and infrastructure are
two of the most critical issues. Rapid develop-
ment in both of these areas will be crucial in
establishing Western machinery in Africa. On the
other hand, we should not overestimate the
importance of Chinese and Indian manufacturers
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having been a step ahead hitherto. Of course
itis hard initially to compete with suppliers
whose prices are often only a fraction of those
of our own machinery. And as a European
supplier, it is a lot less promising still if in-
vestment in agricultural machinery is carried
out in the form of bartering for resources or
projects. However, more and more frequently,
we are seeing buyers of Asian machinery
switch to Western machinery the second time
around — often due to the experience they
have had in terms of quality, product life and
the aftermarket sector. This is where German
manufacturers of agricultural machinery can
triumph. In Africa too, products with the
‘Made in Germany’ label are considered to be
of particularly high quality and extremely
durable. In addition, their know-how in terms
of after-sales service already gives German
and European manufacturers a big edge over
their Asian competitors.

In essence: taking the initiative, being on the
ground and making contacts — whatever form
they take —are all crucial to achieving success
in Africa. There are now a large number of
opportunities for gradually exploring foreign
markets, some even come with political
support. For example, a special initiative by
the German Federal Ministry for Economic
Cooperation and Development entitled ‘One
World, No Hunger’ is due to be launched soon.
As part of this project, Green Innovation
Centres are to be established in a range of
African countries where the target group can
find information on modern agricultural
production methods and be given practical
training on handling modern agricultural
machinery. Being part of this as manufactur-
ers can be the first step towards establishing
the brand in the country over the long term.
Similar projects have already been established
in Morocco, Ethiopia and Zambia and were
launched by the German Federal Ministry of
Food and Agriculture to promote exports.

The German Food Partnership programme is
also worth a mention. This partnership has
launched the project PIA (Potato Initiative
Africa) —a cooperation between the public
sector and private companies. In Kenya and
Nigeria, this pilot project is developing a
suitable model for modernising the entire
value chain for potato production from ‘field
to plate’ with the aid of German manufactur-
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ers of agricultural machinery. This model could
also be transferred to other markets in the future.

Whatever form your involvement in Africa takes,
prior to taking any decisions, it is extremely
important to examine carefully which markets
are worth considering for your products. Adopting
a ‘one-size fits all’ approach to all 55 countries
would make as little sense in Africa as it would in
Europe or Asia. B

A continent on the move

The one thing that many of the African markets
have in common is that they have enormous
potential starting from a low base. In terms of
agricultural machinery, the most movement
tends to be in the eastern and southern parts of
the continent. The biggest market for agricultural
machinery in East Africa is Ethiopia — now the
second biggest in the whole of sub-Saharan Africa
(after South Africa). With an import volume of
around €95 billion, the market is comparable to
countries such as Serbia, Croatia or Greece. How-
ever, the size of the market alone is not critical.
Up until now, Ethiopia’s imports of agricultural
machinery have almost exclusively been supplied
by Chinese manufacturers. On the one hand, the
end consumers are Asian investors in the country.
According to press reports, there are now approx-
imately 800 agricultural projects financed by
foreign investors in Ethiopia, the majority of
which are Asian. On the other hand, more and
more Ethiopian farmers are also investing in
agricultural machinery. The government plays a
key role here by leasing farmland at low prices
and providing favourable loans for agricultural
machinery. Up until now, the price has been a
priority for the typical Ethiopian farmer, as they
are frequently investing in agricultural machinery
for the first time ever, which is why they tend to
turn to Chinese products. It will probably take a
few years before their purchasing behaviour
changes in the light of the experiences they have
had with the machinery.

Kenya borders to the south of Ethiopia. In many
respects, Kenya is a little further ahead than its
neighbouring countries — especially in terms of
infrastructure in the country. Farming is charac-
terised by a large number of small farms, plus a
few large farms still remaining from colonial days.
Last year, German manufacturers supplied agri-
cultural machinery worth around one million

22



euros to Kenya — at first sight a modest
amount. Up until now, the lion’s share of
Kenya’s imports of agricultural machinery, at
a total value of around €60 million, has come
from India, Brazil and China. Nevertheless, the
German share of the market has almost
doubled in the past year. Kenya is currently
developing in a very promising direction, and
this has been confirmed by the German
manufacturers that are present locally. In
neighbouring Tanzania, the market volume is
probably a little lower —around €40 million.
However both countries tend to be mentioned
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Further south in Zambia however, more than
half of all imported agricultural machinery
(which ought to be roughly the same volume
as Kenyan imports) comes from South Africa.
This is relatively typical for markets bordering
South Africa. Zambia is considered to be
Africa’s poster boy and has a stable political
situation, an investment-friendly climate and
excellent conditions for agricultural produc-
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in the same breath. They are both among the
biggest in sub-Saharan Africa, the local conditions
are similar and opportunities for growth are
enormous. Where they differ, however, is that
Kenya will soon come up against its limits in
developing new areas for cultivation. The situa-
tion in Tanzania has looked very different up to
now. The potential for fertile farmland seems to
be enormous. Yet the Tanzanian market for
agricultural machinery has hitherto been domi-
nated by Chinese and Indian products.
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Libya
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tion. Only about two million of its 43 million
hectares of cultivatable land are currently in
constant use, so there is a lot of potential in the
market. Overall there are now around 400 com-
mercial farms in Zambia and this is on the in-
crease. The majority of activity, however, is
concentrated around emerging farmers. These
farmers are moving from subsistence farming
towards commercialisation and are increasingly
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investing in agricultural machinery. For this
reason, the greatest potential for growth in
the tractor product sector is for smaller ma-
chinery. Last year, the majority of the total
sales of around 600 tractors were made up of
those in the 50 hp sector. In particular, the
Agritech Expo fair in April this year showed
how much potential is attributed to the
market. This was also demonstrated by the
subsequent opening of a farming training
centre, involving around a dozen German
manufacturers of agricultural machinery.

Right in the south of the continent, South
Africa is the largest and most well-established
market for agricultural machinery in Africa. It
accounts for almost a third of the entire
current market volume of the continent and
acts as an engine for agricultural machinery in
the region south of the Sahara. Conditions on
the market are comparable to some extent
with those of Europe, in particular as regards
the target group of commercial farms. Hither-
to these have tended to be farmed by white
South Africans. More and more white farmers
are now selling their land to the government,

The development in Asia

| Dr.Jens Oeding

Regional Group for Asia

The mood on the Asian market for agricultural
machinery has been mixed in 2015. The
investment climate for harvesting machinery
in India has not been too bad, partly due to
the buoyant attitude in the wake of the
parliamentary elections. However, we are
currently seeing a downward trend in the big
farming countries of China, Japan and Thai-
land compared to 2014. Nevertheless, the
downward trend is significantly weaker
overall compared to Europe and the US.

In India, the new government under Prime
Minister Modi is stable in office thanks to a
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who in turn are allocating it to the black South
Africans. This only happens semi-voluntarily — as
arule, the government is forcing their hand. In
addition, at the moment (minimum) wages are
rising rapidly for farm workers in particular, which
inturn has led to a greater demand for modern
agricultural machinery. Last year however this
effect was offset by the weak exchange rate of
the Rand against the US dollar.

As a result of the correspondingly higher prices
for machinery, less machinery was sold in total
than in the previous year. In the case of tractors
for example, sales dropped by 4% down to 7,200
units.

With the exception of South Africa and the Ma-
ghreb, most African markets in the south of Africa
have probably seemed only moderately interest-
ing to date, at least in terms of their current
market volumes. The potential within these
markets however is enormous. Over the next few
years, one or two of the markets will have already
reached a level comparable to that of the smaller
Asian markets. At that point it would be good to
already have a foot in the door by then.

clear majority and is working towards returning
the economy to a growth trajectory which should
match at least that of China. The main focus is on
stimulating the agricultural market. Through
measures such as offering favourable loans to
improve farming structures, setting up a fund to
stabilise the prices of agricultural products and
providing direct subsidies, the aim is to stimulate
growth of 4%. The Indian market for agricultural
machinery is split in two in 2015: whilst the
demand for harvesting and tillage machinery
remains high and stable, the tractor market has
declined sharply over the past three months.

Thailand is the biggest market for agricultural
machinery in the Southeast Asian region. Due to
the military putsch in September 2014, subsidies
for rice growing have been drastically reduced.
This has had a considerable impact on the mar-
kets for agricultural machinery. Both the demand
for harvesting machinery and the demand for
tractors is declining. Although numerous manu-
facturers are trying to offset this with aggressive
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financing packages, it remains to be seen
what effect this will have on resuscitating the
markets. To date, markets such as those in
Cambodia and Myanmar have been consider-
ably less mechanised than Thailand but are
still of interest nonetheless. Clear growth can
be seen in these countries, albeit at a low
level. German products, and German agricul-
tural machinery in particular, have an excel-
lent reputation in these countries. The
number of Chinese machines replaced by
German products after just a few harvests is
on the increase.

Farming in China on the other hand continues
to undergo rapid change and is considerably
influenced by the dictates of Chinese agricul-
tural policy. The Chinese are pressing ahead
with land reallocation which will open up new
markets for larger machinery for manufactur-
ers in the future. Farmers and manufacturers
of agricultural machinery must adapt to
changes in the subsidy systems. Chinese
policy aims to rapidly drive the degree of
mechanisation for the maize harvest from
today’s level of around 55% to over 80% —a
level which has already been achieved for
wheat. As a result, subsidies for harvesting
machinery for grain maize have been in-
creased, to the detriment of the other harvest-
ing machinery. Fodder crop farms have been
particularly badly affected. The market
growth for milk products in China has de-
clined from the previous figure of 17% per
annum to 10%. At the beginning of 2015,
Chinese milk producers suffered from an
extreme drop in the price of milk —tonnes of
milk had to be poured away and large num-
bers of dairy cows slaughtered. In conjunction
with lower funding for the purchase of forage
harvesters, this has led to the Chinese market
for forage harvesters being halved. Although
the situation has improved following the first
quarter of 2015, it remains strained. Over the
long term, China’s intention to become in-
creasingly less dependent on importing West-
ern milk products will create good
opportunities for German forage harvesting
equipment over the next few years.

The appreciation of the Chinese yuan against
the euro has led to a general improvement in
the competitiveness of German products. This
is also true for tractors. Whilst China is and
remains a mass market for this product, there
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is a clearly recognisable trend towards higher
power segments. Although demand in recent
years has concentrated on tractors under 100 hp,
demand for higher-powered tractors is on the
increase. ®

Unusual market drop in China

In 2014, China’s grain harvest reached (according
to Chinese authorities) 607 million tonnes. Wheat
production remained stable whilst the rice crop
area was slightly reduced. However, the rice yield
went up. The area under cultivation remained
stable and the proportion used as feed even
increased. The soybean area was reduced due to
the poor harvest in 2014. Also the sugar crop
decreased in 2014. On the other hand, China
noted an increasing demand for imported dairy
products. Although China’s birth policy has not
changed much yet, the improvement of living
standards is likely to increase demand for dairy
products. Meat production is likely to remain
stable.

After ten years of investment, China has made
tremendous progress in the development of
agriculture, but has also faced more severe re-
source constraints. For example, the process of
urbanisation continues to reduce existing arable
land (a reduction of about 0.4 million hectares per
year), making the situation with only 0.13 hec-
tares cultivated land per capita even more tense.
In addition, there are large areas of land in the
south contaminated with heavy metals and a
shortage of fresh water has become an increasing
problem. Land recultivation costs have risen in
recent years. Although the yields could be in-
creased, profit margins for growing grain have
decreased. The central government is aware of
these problems, so the No. 1 central document in
2015 pointed out for the first time the need to
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Subsidies for purchasing agricultural machin-
ery have gone up since their implementation
in 2004, playing an important role in promot-
ing the rapid development of the agricultural
machinery market. China’s agricultural mech-
anisation level jumped to 61% in 2014 from
34% in 2004. The country has realised the
shift from manual and animal-based agricul-
ture to professional agricultural production
based on the wider usage of machinery.
Compared to the past, recent changes to the
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subsidy policy for the purchase of agricultural
machinery look more market-driven as the scope

of machinery eligible for subsidies has expanded
and application procedures have become more
streamlined and more transparent. VDMA esti-
mates the amount of subsidies in 2015 to be
slightly above the level of 2014.

Thailand as a strategic centre
in the ASEAN region

Farming in Thailand has barely developed further
in recent times. Two thirds of the 66 million
inhabitants live on the land and most of the
family farms still tend to be small and have a low
level of mechanisation. The majority of work is
carried out manually — partly by local workers and
partly by migrant workers from neighbouring
countries to the north. Hitherto, neither contrac-
tors nor cooperatives have played a very im-
portant role in the agricultural sector. There are a
few large companies such as the C.P. Group or
Mitr Phol Sugar, however real structural change is
not in sight.

Last year, Thailand lost its position as the world’s
biggest rice exporter to Vietnam and India. The
biggest growth can be seen in the production of
sugar cane, also one of the most important export
goods for Thailand. This is also the sector where
the hitherto modest group of buyers of Western
agricultural machinery can be found. This group
consists of farmers themselves, contractors or
mills, which provide the farmers with machinery.
There are no government investment incentives
for agricultural machinery in Thailand. Pro-
grammes for machinery are primarily limited to
measures to support prices for agricultural prod-
ucts. But here too, funds have been sharply re-
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duced since last year, which has had a signifi-
cant impact on the income of Thai farms and
thus also on their willingness to invest.

The tractor market in Thailand is officially
announced in the range of 70,000 to 80,000
units for last year, but with only few units in
the range above 130 hp. The mounted equip-
ment used has hitherto been rather small and
primitive. In most product groups, local manu-
facturers are one step ahead, followed by
Japanese and Chinese producers — with the
exception of larger tractors and a few niche
products, which are supplied by the West.
Even if, at first glance, Thailand appears to be
of limited interest as a sales market, this could
change in the near future.

Its neighbouring countries are currently
developing rapidly, which will lead to cheap
labour from the north returning to their home
countries. In addition, the minimum wage in
Thailand is increasingly on the rise so that
farm workers in the long term could be both
rare and also expensive. This could increase
the demand for modern and powerful ma-
chinery in farming. Each of the states of the
region is experiencing strong growth individ-
ually, but economic integration is also being
driven forward by the ASEAN group. Both of
these factors speak for increasing one’s in-
volvement in Thailand. The country would
make a perfect hub for trading agricultural
machinery for the entire region, as Thailand is
considered to be the entry market for South-
east Asia.

India places its hopes on Prime Minister Modi

2014 was marked by a decline in sales on the
Indian market for agricultural machinery.
Despite a promising start, the figures in the
second half of the calendar year saw a down-
turnin the double digit percentage range.
Tractor sales ultimately stood at 539,000
units, around 4% down on the previous year.
The southern regions of Kerala and Tamil
Nadu were particularly badly affected. One
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reason for the downturn was the below average
monsoon rainfall in the summer. At only 88% of
average rainfall volumes, it reached the lowest
level for five years. This was followed by unsea-
sonal rains during the kharif harvest in autumn,
causing the harvest to be partially or completely
destroyed in large areas. Together with low global
producer prices, in particular for sugar cane and
cotton, this has led to a drop in income from
farming. In the first quarter of 2105, tractor sales
fell again by a hefty 30%.

However, the country is looking ahead to the
coming months with typical Indian optimism.
Local manufacturers are predicting that sales will
now rise again — with the expectation of a good
rabi harvest for this spring. On the other hand, in
the month of May big parts of the country had to
cope with extremely high temperature during the
day (partly above 45°C). The decisive period will
be monsoon during summer. At the moment, the
Indian Ministry for Meteorology is predicting that
the rainfall will be at around 93% of the average
of the last few years.

India’s new Prime Minister Narendra Modi con-
tinues to inspire hope in the industry. He won the
elections in May 2014 with a resounding victory,
is seen as business-friendly by broad sectors of
the population, and intends to steer the country
towards a steep growth trajectory. One of his
main aims is to expand infrastructure and the
education system. He also plans to tackle and
simplify the burgeoning bureaucracy. Farming too
is to be supported with a large number of
measures to increase productivity. The opportuni-
ties forimplementing these plans ought to be
greater now than during the period when the
multi-party coalition was in government. Howev-
er when Mr Modi presented the budget for the
current financial year at the end of February,
there was disappointment in some quarters.
Many had hoped for a considerably larger and less
tentative package of reforms. Yet many repre-
sentatives in the industry locally are saying if
Indian farming and its agricultural machinery
market are ever going to kick into gear, then now
is the time for it to happen.
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Worldwide Production of Agricultural Machinery

Regional Distribution (@ 2012-2014)
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European Tractor Registrations

in units, totals for selected countries

of which:
> 37 kW

Germany 28.587 35.977 36.264 36.248 34.611 28.444
France 29.123 35.409 38.764 42.632 33.127 28.501
Italy 23.323 23.429 19.343 19.017 18.176 15.061
Poland 14.731 17.035 19.113 14.968 14.172 12.886
United Kingdom 14.486 15.217 14.964 13.490 13.526 12.421
Spain 10.547 10.002 8.647 8.894 10.029 9.018
Austria 7.921 7.766 8.294 8.031 6.494 6.020
Sweden 4.098 4.877 4.165 4.027 4.593 3.056
Belgium 2.858 3.281 3.377 3.248 3.586 2.730
Netherlands 3.480 4.069 3.835 3.728 3.559 3.079
Portugal 5.517 4.793 3.986 3.496 3.451 3.233
Norway 3.232 3.829 3.655 3.831 3.149 3.020
Switzerland 2.746 3.083 3.330 3.115 2.820 2.608
Czech Republic 1.864 2.321 2.257 2.585 2.613 2.089
Denmark 1.791 2.286 2.185 2.968 2.361 1.829
Finland 4.292 4.561 2.828 2.557 2.096 2.081
European Union 168.000 191.000 190.000 188.000 175.000 150.000

Sources: CEMA, Systematics International, Martin & Jacobs, VDMA, Fedecom
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Agricultural Machinery in the European Union

Values in Million Euro, including tractors

Production

Country 2012 2013 2014

Germany 7655 8388 7681 -8% 5518 6124 5512 -10%
France 4189 4234 4050 -4% 2786 2749 2754 0%
United Kingdom 2110 2053 2114 3% 1861 1793 1848 3%
Italy 5077 4894 4755 -3% 3933 4040 3961 -2%
Austria 1472 1532 1514 -1% 1282 1317 1399 6%
Netherlands 1067 1035 1042 1% 1976 1880 1848 -2%
Spain 795 748 733 2% 583 557 531 -5%
Sweden 612 616 633 3% 651 631 636 1%
Belgium-Luxembourg 925 1018 931 -9% 1642 1703 1662 2%
Denmark 770 736 724 2% 649 612 620 1%
Finland 1011 1004 990 -1% 680 687 740 8%
Ireland 150 180 191 6% 168 205 221 8%
Portugal 96 105 99 -6% 52 54 49 -9%
Greece 52 55 62 13% 44 43 51 21%
EU 15* 25982 26597 25518 -4% 12302 12428 11895 -4%
Poland 1052 1083 1047 -3% 743 863 848 2%
Hungary 549 537 559 4% 471 453 449 -1%
Czech Republic 641 652 612 -6% 604 582 555 -5%
Romania 61 64 74 16% 71 82 110 34%
Bulgaria 44 54 66 22% 85 99 130 31%
Rest of new EU members 341 348 387 11% 656 641 703 10%
EU 13* 2688 2738 2744 0% 1979 2069 2107 2%
EU 28* 28670 29336 28261 -4% 9505 9862 9292 -6%

Imports Market Volume

Country 2012 2013 2014 2012 2013 2014

Germany 3280 3294 3322 1% 5417 5557 5490 -1%
France 3825 4087 3529 -14% 5228 5572 4825 -13%
United Kingdom 2008 1797 1910 6% 2286 2094 2204 5%
Italy 906 916 938 2% 2050 1769 1732 -2%
Austria 892 881 862 2% 1204 1243 1133 -9%
Netherlands 1038 930 935 1% 1228 1113 1118 0%
Spain 714 777 849 9% 926 968 1051 9%
Sweden 754 693 731 6% 889 823 891 8%
Belgium-Luxembourg 1395 1461 1542 6% 805 867 862 -1%
Denmark 634 714 703 -1% 755 838 807 -4%
Finland 386 377 382 1% 718 694 632 -9%
Ireland 303 322 346 7% 339 358 377 5%
Portugal 192 218 242 11% 236 269 291 8%
Greece 66 106 144 35% 73 116 153 32%
EU 15* 4197 4114 4535 10% 22154 22282 21565 -3%
Poland 1391 1201 1198 0% 1700 1420 1397 2%
Hungary 408 439 600 37% 486 523 710 36%
Czech Republic 618 589 621 6% 660 665 684 3%
Romania 468 446 520 17% 457 428 485 13%
Bulgaria 376 412 423 3% 334 367 359 2%
Rest of new EU members 1160 1125 1018 -10% 1086 1068 980 -8%
EU 13* 3819 3615 3700 2% 4724 4471 4614 3%
EU 28* 3478 3307 3674 11% 26878 26754 26179 -2%

*excluding intra trade
Some countries including transfers (e.g. Netherlands, Belgium - reason for exports exceeding production)
Sources: Eurostat, VDMA (incl. own calculations and estimation production 2014), CEMA
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Tractor Production and Markets in Selected Countries

in units
Production Sales
2012 2013 2014 2012 2013 2014
Brazil 64.456 77.613 64.794 55.819 65.089 55.623
USA 154.705 160.170 157.870 185.164 201.770 207.833
Italy? 71.021 67.000 19.339 19.017 18.176
Germany 59.213 63.599 51.349 36.264 36.248 34.611
France 28.364 28.300 24.000 38.764 42.646 33.127
Belarus 60.386 53.146 41.814
Turkey 53.982 56.407 64.342 50.320 52.285 59.458
>30hp 51.200 53.500 61.000 48.170 48.100 56.500
China 2.230.000 1.815.000 1.858.000
>30hp 499.200 505.200 525.000 416.000 421.000 515.000
India’ 578.690 696.801 612.994 590.672 696.828 626.839
>30hp 524.159 628.298 551.721 535.166 625.672 565.649
South Korea 49.980 42.629 49.515 12.246 11.688 10.548
Japan 158.668 157.864 148.226 44993 51.778 46.157
>30 hp 86.764 95.078 16.539 22.025 20.944

different sources, VDMA; " fiscal year 1.4.-31.3,, sales incl. exports and excluding imports, * incl. Punjab,? incl. crawlers

German Market Volume for Agricultural Machinery by Segments
Values in 1,000 Euro

Tractors 1.900.870 2.046.280 1972.721 -3,6%
Soil Working Equipment 252.848 266.173 262.712 -1,3%
Q/:ngi:if;f:;Sdog’girzﬁ’sfr';nt 253233 289198 304.694 5,4%
Harvesting machinery 855.709 792.671 791.261 -0,2%
Equipment for husbandry 290.599 294.505 313.947 6,6%
Conveyor equipment for agriculture 95.944 81.251 85.394 51%
Trailers for agricultural use 83.976 82.125 83.501 1,7%
Other machinery* 1.683.531 1.705.261 1.676.235 -1,7%
Total 5.416.710 5.557.464 5.490.465 -1,2%

Sources: Turnover Statistics VDMA Agricultural Machinery, Federal German Statistic Agency, * incl. parts, lawn and
garden maintenance, forest equipment, repair, others
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Exports of Agricultural Machines and Tractors Worldwide

Share of total volume in % (2014)

22%
20% +—
18% +—
16% - mAgricultural Machines = Tractors
14%
12%
10%
8%
6%
4%
2%
0%

> > © oo v b & © © = © o c x v cC © > g ©
cgr—v:UUEhm':UNE‘_EUQL‘:@_ng:
c 5 8 £ £ € © 3 o £ &8 & 8 2 & % © & o2 ¢ 8 5 & O 3
e £ & 8 8 3 9 & 2 S 5 5 £ = 3 ¢ E 35 &8 a2
< U &y = ® 8 5 S5 e 1= 2 c o = ¥ 5 - 3
@ o £ £ < U T 2 5 g v c 3 e
O S X g A % = I "
T - 2 S 3
zZ 53 N -
= = O
= =
Ly
T
I

Imports of Agricultural Machines and Tractors Worldwide

Share of total volume in % (2014)
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USA

France
Germany
Canada
United Kingdom
Russia
Belgium-Luxembourg
Poland
Australia
Netherlands
Italy

Austria

Spain

Sweden
Denmark
China

Mexico

Czech Republic
South Africa
Hungary
Ukraine
Romania
Japan

Sources: official national statistics, VDMA, total of the ex- or imports from 52 countries
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International Fairs Supported by VDMA Agricultural Machinery
Association

Agritechnica

Hanover, Germany ICA

Next date: 8 - 14 November 2015 I Workis ot

Worldwide leading exhibition and innovation show (arable and grassland cultivation equipment)

Main target groups: Farmers of Germany and total Europe, representatives of the agriholdings, investors of main agricultural
countries

Agrosalon AZFROSALON

Moscow, Russian Federation
Next date: 4 - 7 October 2016

Leading fair for arable and harvesting equipment in the CIS

Main target groups: Plant manager of big farms of Russia and some other CIS countries, representatives of agriholdings,
investors, banks

Demopark _ l" ”

Eisenach, Germany i ' |
Next date: 21 -23 June 2015 demopark

Leading specialised fair for gardening / landscaping, municipal and golf court equipment
Main target groups: Greenkeepers, purchasers of municipal administrations in Germany and Europe

THE JOINT-STOGK COMPANY
Interagro Complex KYIV INTERNATIONAL
) ) CONTRACT FAIR
Kiev, Ukraine
Next date: 27 - 29 October 2015

Leading national fair for arable, harvesting and livestock equipment

Main target groups: Plant manager of big farms of Ukraine and some other CIS countries, representatives of agriholdings,
investors, banks

Kazagro / Kazfarm KAZ

Astana, Kazakhstan
Next date: 27 - 29 October 2015

Leading national fair for arable, harvesting and livestock equipment
Main target groups: Farmers, investors, banks

Romagrotech Rom KgroTec

Fundulea near Bucharest, Romania
Next date: 11 - 14 June 2015

Leading national fair for arable cultivation and harvesting equipment including live machinery demonstrations
Main target groups: Farmers of the whole country, investors, banks

Zentral-Landwirtschaftsfest Z 7LF

Munich, Germany : >
Next date: 17 - 25 September 2016

Traditional trade show for arable, harvesting and livestock equipment
Main target groups: Farmers (small, medium, big holdings) of the region South Germany / Austria
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