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We are disclosing in this report our ESG credit indicators for the global agribusiness, commodity foods, and commodity
trading sector. Our ESG credit indicators provide additional disclosure and transparency at the entity level and reflect our
opinion of the influence that environmental, social, and governance factors have on our credit rating analysis. They are
applied after the credit rating has been determined. They are not a sustainability rating or an S&P Global Ratings ESG
evaluation.
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Key Takeaways

- Environmental risks are typically a moderately negative consideration in our credit
analysis of agribusiness companies, with over 90% of environmental credit indicators in
the E-3 category. This reflects the industry's exposure to inherent physical risks such as
droughts and floods that can cause commodity-driven price volatility and supply risks.
Other related environmental risks are excessive water use and biodiversity reduction.

- A small handful of agribusinesses companies have a neutral environmental risk
consideration and thus, an E-2 credit indicator outcome, reflecting lower exposure to
commodity volatility primarily because of portfolio mix benefits that reduce their
exposure to commodity inputs.

- Social risks are a largely neutral consideration as agribusiness companies' business
models typically involve directly supplying or processing commodity inputs for food,
which is a necessary staple in society. Sustainable products and health and safety are,
however, a key credit risk for the sector, but rating impacts have been low, explaining the
bulk of social credit indicators being S-2.

- Isolated incidents of health and safety breaches do occur periodically, which can lead to
contamination, product recalls, and damage companies' reputations.

- More than a third the issuers in the agribusiness sector have fair management &
governance assessments, but had certain governance deficiencies related to board
structure, operating execution, and risk management and/or transparency, which
contributed to a significant portion of the governance indicator assessments residing in
the G-3 category. Less than 10% of the issuers in the sector are financial sponsor
owned.

Our ESG Credit Indicators

Table 1

Environmental Credit Indicators

Credit indicator Definition

E-1 Environmental factors are, on a net basis*, a positive consideration in our credit rating analysis,
affecting at least one analytical component§.

E-2 Environmental factors are, on a net basis*, a neutral consideration in our credit rating analysis.

E-3 Environmental factors are, on a net basis*, a moderately negative consideration in our credit rating
analysis, affecting at least one analytical component§.

E-4 Environmental factors are, on a net basis*, a negative consideration in our credit rating analysis,
affecting more than one analytical component§ or one severely.

E-5 Environmental factors are, on a net basis*, a very negative consideration in our credit rating analysis,
affecting several analytical components§ or one very severely.

*"On a net basis" means that we take a holistic view on exposure to environmental factors and related mitigants. §Analytical components
include criteria scores and subscores (including the key analytical elements to assess them). "Affecting" means leading to a different outcome
for an analytical component or lower/higher headroom for an analytical component.
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In our ESG credit ratings criteria "Environmental, Social, And Governance Principles In Credit
Ratings," Oct. 10, 2021, we articulate the principles that S&P Global Ratings applies to incorporate
environmental, social, and governance (ESG) credit factors into its credit ratings analysis. In that
criteria we define ESG credit factors as those ESG factors that can materially influence the
creditworthiness of a rated entity or issue and for which we have sufficient visibility and certainty
to include in our credit rating analysis. We note that when sufficiently material to affect our view of
creditworthiness, ESG credit factors can influence credit ratings.

In our commentary "ESG Credit Indicator Definitions And Application," Oct. 13, 2021, we discuss
the introduction of ESG credit indicators as a complement to our existing credit rating analysis.
Whereas our ESG criteria seek to enhance transparency in how and where we capture ESG factors
in credit ratings, our ESG credit indicators provide additional disclosure by reflecting our opinion
of how material the influence (on a 1-5 scale) of ESG factors is on our credit rating analysis. We
assess these indicators on a net basis, meaning that we take a holistic view of exposure to
environmental, social and governance factors and related mitigants on the credit rating analysis.
They are applied after the rating has been determined. They are not a sustainability rating or an
S&P Global Ratings ESG evaluation.[1]

Accordingly, the application--or change--of an ESG credit indicator cannot in itself trigger a credit
rating or outlook change. However, the impact of ESG factors on creditworthiness could contribute
to a rating action, which in turn could lead to a change in the ESG credit indicator. Through the
release of ESG credit indicators, we aim to further delineate and summarize the relevance of ESG
factors to our credit analysis by isolating our opinion of their credit influence and separating it
from the non-ESG factors affecting the credit rating.

The scale for environmental credit indicators is identical for social and governance credit
indicators. It has a negative skew, which reflects our view that environmental, social and
governance considerations (including risks outside of a company's control) have a negative
influence more often than a positive one. An ESG credit indicator of E-2, S-2, or G-2 means that it
is currently a neutral consideration in our credit rating analysis. This does not necessarily mean
that ESG factors are not relevant, rather that they are currently not sufficiently material to alter
the credit rating analysis or that positive ESG considerations are offset by ESG-related risks.

Also, entities may have identical ESG credit indicators, even if they diverge on ESG characteristics
and performance. This may be the case because we only incorporate in our credit rating analysis
those ESG factors that materially influence creditworthiness and for which we have sufficient
visibility and certainty or because the differentiation in ESG characteristics is not in our view
sufficiently material to warrant a different ESG credit indicator outcome.

[1] ESG credit indicators are separate and distinct from S&P Global Ratings ESG evaluations. An S&P Global Ratings ESG
evaluation is not a credit rating or component of our credit rating methodology. Rather, it indicates our view of an entity's
relative exposure to observable ESG-related risks and opportunities, and our qualitative opinion of the entity's long-term
sustainability and readiness for emerging trends and potential disruptions. Moreover, the ESG evaluation considers the
impacts and dependencies on the environment and society across the value chain for a wide range of stakeholders,
regardless of current credit materiality. (For more on ESG evaluations, see "Environmental, Social, And Governance
Evaluation Analytical Approach," Dec. 15, 2020.)
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Sector Overview

Environmental Credit Factors

Chart 1 Chart 2

The majority (over 90%) of the agribusiness sector has moderately negative environmental risk,
reflecting earnings volatility associated with physical risks. The sector also faces several
environmental risks that are critical to its long-term growth prospects, such as land use, water
use, biodiversity preservation (including deforestation), and pollution control. These risks are
typically well mitigated in the short term; for example, dedicated water sources for the world's key
farming regions are largely expected to remain intact over the next several years, including in the
U.S. and Brazil, which have dependable irrigation networks. In addition, improving harvest yields
from better agronomic practices (such as more disease-resistant seeds and targeted use of
fertilizers) continue to ensure relatively steady global crop production to supply the world's main
consumer markets.

Environmental risk is comparatively less relevant for companies that may have a more
value-added component to their product mix (typically valued added ingredient providers), but
nevertheless primarily source agricultural commodities as inputs. Therefore, environmental risks
have neutral influence on our ratings for a small minority of companies (less than 10%).

Physical risks (82% of issuers affected)

Physical risks have a moderately negative influence on more than 80% our credit rating analysis of
the agribusiness sector. Periodic weather-induced crop shortages tend to increase profit and cash
flow volatility as well as supply-related business risks, which can hurt ratings. Recent key weather
events affecting the sector include drought conditions in the western U.S. and Brazil, as well as
significant flooding in Western Europe and China. These events have caused supply shocks that
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have affected the operating performance of rated issuers exposed to those regions, and continue
to support our view that volatility due to physical risks remains a relevant credit risk for the sector.

Physical risks can be significantly more pronounced for upstream farming activities, particularly
when concentrated in one region. However, the majority of issuers we rate are not highly exposed
to such regional farm-level environmental risks. This is primarily because many rated businesses
are typically further down the agricultural food supply chain, either as merchants or wholesalers
of agricultural commodities that often benefit from broad geographic diversification or as further
processors that have better scale and the ability to offset supply shortages and or price volatility
either through pricing, procurement economies, or manufacturing scale. Those rated issuers with
more exposure to farm-level production either have sufficient regional diversification to mitigate
physical risks or may have other mitigating factors that limit risks related to regional
concentration; for example, favorable agronomic conditions that result in more cost-effective
production or a favorable regulatory framework.

Climate transition risk (5%-6% of issuers affected)

According to the Intergovernmental Panel on Climate Change, 24% of global greenhouse gas
emissions are generated by agribusiness. Carbon reduction regulations, however, have so far
focused most on combustion-related emissions from power, industry, transport, and buildings.
Therefore, climate transition risks have not had a meaningful negative influence on our industry
analysis, although this may change if policies evolve but equally may remain mitigated by the vital
nature of food production. Only a small minority of issuers (less than 10%) are negatively affected
by climate transition because of a manufacturing footprint that is primarily powered by fossil
fuels.

On the other hand, the increased demand for biofuels as governments enact regulations to
promote renewable energy to reduce economic reliance on fossil fuels for energy consumption
contributes to a favorable outlook for the sector in aggregate. Although this is a clear positive for
the next two-three-year outlook for many agribusiness companies, particularly oilseed and sugar
cane processors, we have not considered this a favorable environmental credit factor, as the
increased agricultural commodity production for energy uses has other negative carbon impacts.
In addition, the sustainability of higher margins from increased biofuel demand remains uncertain
as production capacity may get overbuilt and/or other renewable energy sources may ultimately
displace agricultural inputs in the future.
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Social Credit Factors

Chart 3 Chart 4

Social risk factors have a neutral influence on more than 95% of our credit rating analysis of
agribusiness companies, explaining the bulk of S-2 credit indicators applied. We recognize,
however, that health and safety and sustainable products are important credit issues for the
sector.

Social capital (sustainable products)

Sourcing healthy and sustainable food ingredients is of increasing importance for food
manufacturers and retailers. The agribusiness industry is well positioned to benefit from these
trends by leveraging a scalable sourcing and distribution footprint to reliably supply customers
with those foods, which increasingly include organic offerings, plant-based ingredients, and
antibiotic-free proteins.

Changing regulation and consumer preferences for more sustainably sourced food also relate to
the environmental footprint, causing companies to invest more resources behind sustainability
initiatives, such as deforestation-free sourcing (e.g. palm oil) and antibiotic-free sourcing of
livestock and other sustainable agricultural commodities. Companies are increasingly investing in
traceability of their commodity supplies and working closer with farming suppliers to ensure more
sustainable agronomic practices are implemented. Cash outlays for these investments or an
increased financial regulatory burden so far have not materially weakened credit quality for the
sector as a whole, nor have they caused material reputation risk or favorably affected companies'
competitive positions.
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Health and safety (less than 4% of issuers affected)

Food safety is an equally important risk factor that periodically can negatively affect a company's
operating performance. Product recalls can cause significant operating disruption, in some cases
lead to trade barriers, and negatively affect profitability and cash flows, in particular for
companies with high manufacturing or sourcing concentration. For example, Brazilian meat
exports to China were recently banned. None of our current ratings currently are affected
negatively by food safety risk, but there have been company-specific cases in the past where a
rating has been negatively affected by a material product recall or plant-level safety breach.

Social risk is moderately negative for certain companies that source and process commodity
inputs used for less-healthy products, such as sugar and tobacco, but this risk is limited to a
handful of companies (less than 5% of our ratings).

Human and social capital

Although not currently the case, individual companies in the industry also may continue to face
periodic social risks related to workplace conditions. Most recently, the pandemic shed light on
the workplace health risks and labor practices as certain plants (particularly meat packers) were
forced to shut down to prevent viral contagion. In addition to health risk exposure, these
shutdowns negatively affected the economic wellbeing of temporary or contract-labor employees
in certain regions where full-time benefits were not awarded. So far, these workplace risks have
not materially affected credit quality because companies have been able to offset higher costs for
wages, safety equipment, and social distancing protocols with pricing, thereby enabling them to
maintain their profit margins. Reputational risk too has not intensified as companies quickly
resumed operations, increased compensation, and provided additional sick leave benefits. In
addition, litigation risk related to workplace conditions remains muted, as safety protocols by and
large were not breached.

Agribusiness and the food industry continue to invest in farming communities to ensure stable
reliable access to food and nutrition while making education and infrastructure investments in
local communities. Nevertheless, certain commodity producers in underdeveloped farming
regions have a history of employing child labor (notably cocoa in West Africa and palm oil in
Southeast Asia). Although child labor is often illegal, and can cause reputational damage and hurt
credit quality, companies in our rated universe have been careful to avoid exposure in their supply
chains to such risks. Rated companies with exposure to cocoa and palm oil remain committed to
investing in supply chain tracing to mitigate their risk exposure to such labor practices.
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Governance Credit Factors

Chart 5 Chart 6

Governance structure (32% of issuers affected)

About one-third of issuers in the agribusiness sectors have fair management & governance
assessments, yet had governance structure deficiencies, which contributed to close to 60% of the
governance indicator assessments residing in the G-3 category. Several of the more regional
agribusiness companies we rate operate in less-developed economies and are often family owned
or controlled. Therefore, many of these companies have deficiencies in their board structures,
which lack outsiders. This lack of independence has resulted in several credit risks, including legal
risks related to unethical behavior such as bribery and aggressive mergers and acquisitions
strategies. In addition, a minority of companies (less than 10%) are financial sponsor owned,
which is a moderately negative consideration in our credit rating analysis. We believe it points to
corporate decision-making that prioritizes the interests of the controlling owner, reflecting a focus
on maximizing shareholder returns and generally finite holding periods.

Risk management, culture, and oversight (12% of issuers affected)

More regional or commodity-concentrated companies have management teams that often miss
performance expectations, either because of operating missteps or overly optimistic growth
expectations that are not achieved. In addition, these companies, given their private ownership,
often have deficiencies in their information disclosures and transparency, which does not enable
stakeholders to assess the prudence of their decision-making on a timely basis.
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ESG Credit Indicators By Issuer

Table 2

ESG Credit Indicators By Issuer For North America

Credit indicator

Issuer E CI S CI G CI ESG credit factors

ASG Parent LLC E-3 S-2 G-3 Physical risks; governance structure

Alltech Inc. E-3 S-2 G-2 Physical risks

American Crystal Sugar Co. E-3 S-3 G-2 Physical risks; climate transition risks; health
and safety

Archer Daniels Midland Co. E-3 S-2 G-2 Physical risks

Bunge Ltd. E-3 S-2 G-2 Physical risks

Cargill Inc. E-3 S-2 G-2 Physical risks

Cooke Omega Investments Inc. E-3 S-2 G-2 Physical risks

Dairy Farmers of America Inc. E-3 S-2 G-2 Physical risks

Darling Ingredients Inc. E-3 S-2 G-2 Physical risks

Dole PLC E-3 S-2 G-2 Physical risks

Ingredion Inc. E-2 S-2 G-2 N/A

Lamb Weston Holdings Inc. E-3 S-2 G-2 Physical risks

Land O'Lakes Inc. E-3 S-2 G-2 Physical risks

MVK Intermediate Holdings
LLC

E-3 S-2 G-3 Physical risks; governance structure

Milk Specialties Co. E-3 S-2 G-3 Physical risks; governance structure

Ocean Spray Cranberries Inc. E-3 S-2 G-2 Physical risks

Pilgrim's Pride Corp. E-3 S-2 G-2 Physical risks

Primary Products Holdings LLC E-3 S-2 G-3 Physical risks, governance structure

Savage Enterprises LLC E-2 S-2 G-2 Climate transition risk; physical risks;

Sierra Enterprises LLC E-2 S-2 G-3 Governance structure

Simmons Foods Inc. E-3 S-2 G-3 Physical risks; other governance factors

Smithfield Foods Inc. E-3 S-2 G-2 Physical risks

Tyson Foods Inc. E-3 S-2 G-2 Physical risks

Universal Corp. E-3 S-3 G-2 Physical risks; health and safety

Walnut Sycamore Holdings LLC E-3 S-2 G-2 Physical risks

Table 3

ESG Credit Indicators By Issuer For Latin America

Credit indicator

Issuer E CI S CI G CI ESG credit factors

Adecoagro S.A. E-3 S-2 G-2 Physical risks

Agro Industrias do Vale do Sao
Francisco S.A.

E-3 S-2 G-3 Physical risks; waste and pollution; governance
structure
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Table 3

ESG Credit Indicators By Issuer For Latin America (cont.)

Credit indicator

Issuer E CI S CI G CI ESG credit factors

Angelina Colombo Participacoes S.A. E-3 S-2 G-3 Physical risks; governance structure

Bem Brasil Alimentos S.A. E-3 S-2 G-3 Physical risks; governance structure

Bioenergética Vale do Paracatu S.A. E-3 S-2 G-3 Physical risks; risk management, culture, and
oversight

BRF S.A. E-3 S-2 G-3 Physical risks; Risk management, culture, and
oversight

Camil Alimentos S.A. E-3 S-2 G-2 Physical risks

Cereal Comercio Exportacao e
Representacao Agropecuaria S.A.

E-3 S-2 G-2 Physical risks

Cerradinho Bioenergia S.A. E-3 S-2 G-2 Physical risks

Cocal Comercio Industria Canaa
Acucar e Alcool Ltda.

E-3 S-2 G-2 Physical risks

Corporacion Azucarera del Peru S. A. E-3 G-3 S-2 Physical risks; governance structure; transparency
and reporting

Gruma S.A.B. de C.V. E-3 G-2 S-2 Physical risks

Jalles Machado S.A. E-3 S-2 G-2 Physical risks

JBS S.A. E-3 S-2 G-5 Natural capital; physical risks; governance structure;
risk management, culture, and oversight; other
governance factors

Marfrig Global Foods S.A. E-3 S-2 G-3 Physical risks; natural capital; risk management,
culture, and oversight

Minerva S.A. E-3 S-2 G-2 Physical risks; natural capital

Pesquera Exalmar S.A.A. E-4 G-3 S-2 Physical risks; risk management, culture, and
oversight

Raizen S.A. E-3 S-2 G-2 Physical risks; climate transition risks

Sao Martinho S.A. E-3 S-2 G-2 Physical risks

SLC Agricola S.A. E-3 S-2 G-2 Physical risks; natural capital

Tereos Acucar e Energia Brasil S.A. E-3 S-2 G-3 Physical risks; risk management, culture, and
oversight

Vale do Tijuco Açúcar e Álcool S.A. E-3 S-2 G-2 Physical risks

Table 4

ESG Credit Indicators By Issuer For Europe, The Middle East, And Africa

Credit indicator

Issuer E CI S CI G CI ESG credit factors

Aragvi Holding International Ltd. E-3 S-2 G-3 Physical risks; governance
structure

Barry Callebaut AG E-2 S-2 G-2 N/A

Bering III S.a.r.l E-3 S-2 G-3 Physical risks; governance
structure
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Table 4

ESG Credit Indicators By Issuer For Europe, The Middle East, And Africa (cont.)

Credit indicator

Issuer E CI S CI G CI ESG credit factors

Financiere Labeyrie Fine Foods E-2 S-2 G-2 N/A

Kernel Holding S.A. E-3 S-2 G-2 Physical risks

Kerry Group PLC E-2 S-2 G-2 N/A

Koninklijke FrieslandCampina N.V. E-3 S-2 G-2 Physical risks

Louis Dreyfus Co. B.V. E-3 S-2 G-2 Physical risks

MHP SE E-3 S-2 G-3 Waste and pollution; governance
structure

Placin S.a.r.l E-3 S-2 G-3 Physical risks; governance
structure

Roquette Freres E-3 S-2 G-2 Physical risks

Solina Group Holding E-2 S-2 G-3 Governance structure

Suedzucker AG E-3 S-2 G-2 Physical risks

Tate & Lyle PLC E-2 S-2 G-2 N/A

Tereos SCA E-3 S-2 G-3 Physical risks; other governance
factors

Viterra Ltd. E-3 S-2 G-2 Physical risks

Zara UK Topco Ltd. E-3 S-2 G-3 Physical risks; governance
structure

Table 5

ESG Credit Indicators By Issuer For Asia-Pacific

Credit indicator

Issuer E CI S CI G CI ESG credit factors

China Modern Dairy Holdings Ltd.
(CMD)

E-3 S-2 G-2 Physical risk

COFCO (Hong Kong) Ltd. E-3 S-2 G-2 Physical risk

Fonterra Co-operative Group Ltd. E-3 S-2 G-2 Physical risks; waste and pollution

PT Japfa Comfeed Indonesia Tbk. E-3 S-2 G-3 Waste and pollution, physical risks;
governance structure

WH Group Ltd. E-3 S-2 G-2 Physical risk

To view ESG credit indicator comments for each issuer, investors may visit RatingsDirect
(http://www.ratingsdirect.com). ESG credit indicator comments are also available for issuers on
Ratings360 (https://platform.ratings360.spglobal.com).

This report does not constitute a rating action.
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