Change sweeps through
Twin Ports’ grain elevators

Major, recent changes in the
grain commodities industry have
had immediate effects on a number
of the Twin Ports’ grain elevators.

Duluth-Superior has seven ac-
tive terminal elevators for receiving
and shipping grains. The berths be-
neath these towering silos host ves-
sels that hail from around the world,
helping give the Port its unique fla-
vor as an international port. Indeed,
the presence, or absence, of these
ships serves as a rough barom-
eter of the health of the economy
— global, national and local.

Since the opening of the St. Law-
rence Seaway, a relatively small
number of companies have con-
trolled the flow of grain commodi-
ties from the United States. A 2003
study by the Food and Agriculture
Organization of the United Nations
(FAQ) reported that “60 percent of
terminal grain handling facilities
are owned by four companies; Car-
gill, Cenex Harvest States, ADM
and General Mills.” While all of
these companies have a long histo-
ry of activity in the Twin Ports, two
of them, Cargill and ADM, no lon-
ger actively operate here. ConAgra,
a large regional grain firm, also has
ceased elevator operations here.

A brief survey of the current
state of our elevators shows how a
profound shift taking place in the
overall commodities industry is in-
fluencing elevator ownership within
the Duluth-Superior harbor.

The entrance of hedge firms into
the agricultural commodities indus-
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try over the past couple of years has
marked a shift in ownership from
traditional companies like Cargill,
Bunge and Louis Drefyus. Hedge
funds, largely speaking, are pools of
capital managed by one or two indi-
viduals for private investors. Those
managers often buy and sell assets
— from newspapers to grain com-
panies, “Commaodity prices depend
not only on supply, but also on fore-
casts about the future availability of
supply. Futures and options markets
are risk management tools, helping
to offset the exposure of contract-
ing to supply a given amount of
commodity ahead of harvest time,”
notes the 2003 FAO study. One of
the “hot” assets in recent years has
been agriculture, which includes
fertilizers, forest products, biofu-
els, farmland, shipping and eleva-
tors. Activity in those investments
is based on the assumption that the
world's demand for food is going to
increase.

Here's the up-to-date status of
Duluth-Superior's elevators:
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elevators is a lot like predicting
the weather. As infrastructure
improvement of the Seaway lags

to trade the physical commodity,”
stated Andrew Redleaf, the head
of Whitebox, regarding his firm's
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Recently in the Twin Ports,
hedge firms have purchased three
large terminal elevators. In Janu-
ary 2008, the elevator assets of
Cargill's Duluth complex were
purchased by Whitebox Advisors LLC.,
and the former AGP elevator was
acquired by Riverland Ag. “It's a
huge disadvantage to not be able

purchases of elevators.

If the AGP and Cargill sales
weren't surprising, the sale six
months later of ConAgra’s Con-
nor's Point elevator certainly was.
The Ospraie Special Opportunities
Fund, an affiliate of the New York-
based Ospraie Management, pur-
chased not only the elevator, but
the entire trading and marketing
operation of the ConAgra Trade
Group.

Forecasting the future of these

behind the growth of deep-water
ships, Pacific and Gulf coast eleva-
tors are going to continue their
dominance in the movement of
North American grain.

It would seem that in the long
term the world’s demand for food
is going to increase and that con-
trol of the elevators in Duluth-Su-
perior will provide opportunities to
store and ship grain through the
Port. The Twin Ports will contin-
ue to play a role in that long-term
strategy.

— Pat Lapinskli

Jerry Bielicki
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Superior native Pat Lapinski usually writes about the history of the Port, but for this issue

catches up with current affairs.
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