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Market Outperform / Speculative Risk

A visit to the recently acquired U.S. subsidiary, M2P2.
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We are reiterating our Market Outperform rating, estimates and target
price of $6 following a visit to M2P2, AgFeed’s recently acquired U.S.
subsidiary. M2P2 LLP is a key supplier to Hormel (HRL, Not Rated) and
one of the largest pork producers in the U.S., with an annual production
capacity of 1,300,000 market hogs. The acquisition is immediately
accretive to the company earnings with the estimated top line
contribution of approximately $180 million annually. More importantly, by
acquiring M2P2, AgFeed gained a partner that will help it to build a
sustainable and profitable business in China.

AgFeed is currently trading at 5x our FY11 our fully diluted EPS estimate
of $0.50. Given the company’s genetics program, adoption of western
production practices, improving pricing environment for hogs, and the
positive impact of M2P2 acquisition, we believe the company’s shares
are undervalued. We reiterate our Market Outperform/Speculative Risk
rating and a price target of $6 based on the the shares attaining a P/E
level of 12x our FY11 fully diluted EPS estimate.

Discussion

M2P2 Acquisition: AgFeed completed the acquisition of M2P2 in
September 2010 for an aggregate amount of $25.6 million consisting of
$11.3 million in cash, 1.2 million in AgFeed common stock, and a
promissory note for approximately $8.9 million. The shares issued to
M2P2 are subject to a lock-up period ending on the 18 month
anniversary of the closing of the transaction.

AgFeed is now the 23" largest pork producer in the U.S. Following
the acquisition of M2P2, AgFeed has been ranked as the 23rd largest
pork producer in the U.S. according to the 2010 U.S Pork Powerhouses,
an annual industry ranking published by Meridith Corporation. M2P2,
headquartered in Ames, lowa has three sow facilities (in North Carolina,
Colorado and Oklahoma) and finishing facilities in lowa. The company is
a major supplier to Hormel producing 1.3 million market hogs or 345
million pounds of pork annually.

What does AgFeed (and its shareholders) get from this acquisition?
Per AgFeed management, the acquisition will add $180 million in
revenues to the company’s top line on an annualized basis. Our 4Q10
and FY11 estimates include a $45 million and $180 million revenue
contribution from M2P2. We believe there is a potential upside to these
numbers if AgFeed decides to expand its U.S. operations.

For definitions and the distribution of analyst ratings, and other disclosures, please refer to pages 4 - 5 of this report.
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Moreover, we can expect reduced volatility in the company’s hog revenues as there is little correlation
between the hog cycles in China and U.S. However, the most important contribution that M2P2 brings to
AgFeed is the production “know how”. M2P2 vyields are considerably above AgFeed’s comparative
metrics in China. We believe AgFeed is gradually incorporating M2P2’s production methods, quality
controls, and risk management techniques into its China hog operations. This should help AgFeed to
build a highly efficient production system able to generate constant flow of verifiably safe pork in China.

What we visited, what we saw, and who we met We visited the North Carolina sow farm, one of the
three sow farms owned by M2P2, with a population of 10,000 sows. During our visit we were shown pen-
gestation, farrowing (i.e. specialized units for nursing of newborn piglets) and breeding facilities. We also
met with the key management personnel of M2P2 — Terry Vogel, VP of Genetics, Quality Control and
System Improvements, Brian Melody, VP of Operations, and Mark McCulley, VP of Strategic Relations.

The Company’s North Carolina sow farm, built in 2008, is a state of the art facility featuring fully
automated feeding systems, sensor/central computer wireless network transmitting data on pig’s feed
intake and weight gain, systematic data collection and analysis of sows’ health, gestation, fertility,
breeding , productivity and farrowing units allocation, strict biosecurity protocols, isolation facilities for new
gilts (unbred sows), ventilation and temperature controls and responsible and cost-saving waste
management.

Substantial efficiencies and yield gains derived from scientific, data-based management of hog production
result in larger harvests from the company’s U.S. sow base. As China’s protein industry evolves away
from the traditional small scale production to commercialized, large-scale, data-driven production
management, it will have to embrace western production standards and methods. These include animal
nutrition programs, biosecurity protocols, better genetics, automated feeding systems and computerized
data management.

Ledger agreement with Hormel limits AgFeed’s exposure to commodity prices

While M2P2’s arrangement with Hormel precludes the company from disclosing the details of the ledger
agreement, we understand that the ledger essentially shields the company from the commodity risks
guaranteeing certain income per finished pig. This means that when hog prices in the U.S. are low and
most producers are losing money, M2P2 will still be profitable. On the flip side of the coin, when hog
prices are high, the price per hog that M2P2 receives from Hormel will be below market. Overall we view
the ledger agreement with Hormel as a positive as it ensures greater revenue stability and visibility for
M2P2.

Learning from the best - How M2P2 is able to produce 26.5 marketed pigs per sow versus China’s
average of 16.

During our visit, we observed a number of key differences between M2P2 and Chinese production
facilities. We believe AgFeed will try to bring the production efficiency at its Chinese operations closer to
the U.S. levels through reproducing the M2P2 production system and procedures at its Chinese farms,
especially the western-style farms under construction in Dahua and Xinyu.

e Specialization versus China’s Farrow to Finish Production Model: Typical hog farms in
China include producing sows (i.e. breeder pigs that produce piglets) and feeder or finisher pigs
(i.,e. meat hogs). In contrast, M2P2’s sows and finisher pigs are kept at different farms.
Specialized sow facilities enable higher yields and multiple separate smaller - scale finishing
facilities significantly limit the impact of potential disease outbreaks. The main disadvantage of
farrow to finish model is increased risk of contagion that can spread to the most valuable
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production asset — sows, preventing the farmers from rapidly rebuilding the hog inventory in the
event of disease.

e Automation and computerized control systems: Smart operating systems that track, record
and analyze each sow’s performance (feed intake, weight gain, health, etc.) enable M2P2 to
monitor key metrics to ensure that the company is on course to achieving its production targets.
Ability to produce a large number of hogs that meet leanness and other physical criteria within a
specified time frame is essential for securing long-term supply contracts with large food
processors.

e Productivity: At 26.5 marketed pigs per sow annually, M2P2 sow productivity significantly
exceeds China’s average of 16 (and possibly as low as 13 according to the latest data from China
Animal Agriculture Association). We believe that the main reason for this production gap is not
better nutrition, but superior genetics combined with sound farm management and enhanced
swine health. AgFeed is targeting to improve sow productivity at its legacy farms to 18.2
births/sow by the end of 2011. Western-style farms at Dahua and Xinyu, once online, are
expected to reach yields of 22-24 piglets per sow. An additional benefit of higher sow productivity
is reduced feed costs — fewer sows needed to produce the required number of meat hogs means
lower expenditure on feed for sows.

¢ Risk management is the key to sustainable operations. Disease outbreaks are common on
pig farms but when dealt with properly tend to have limited impact on productivity. When health
issues do occur, aside from treating the sick pigs, M2P2 breeds more sows so as to bring the
production to normal levels quickly. Of course, prevention is the best medicine. M2P2 facilities
are operated on the “all in-all out basis” meaning that after each group of pigs is finished, the
facilities are completely cleaned and disinfected minimizing the odds of pathogen traveling from
the preceding group of pigs to the new arrivals.

e Humane animal husbandry is good not just for our conscience: While we have been relieved
to see sows at the North Carolina sow farm being well cared for and seeming healthy and relaxed,
animal welfare is important for reasons beyond charitable. Heat and overcrowding affect animal
well-being. Distressed animals do not eat or under eat, and, consequently, fall behind the “weight
gain” schedules. Pigs that fail to meet specific weight targets have to be sold at a discount,
denting company’s revenues.

Risks

(1) High feed costs (2) Persistently low hog prices (3) Weak consumer demand for pork (4) Swine disease
(5) Execution risk (6) Regulatory risk
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RODMAN & RENSHAW RATING SYSTEM: Rodman & Renshaw employs a three tier rating system for evaluating both the potential
return and risk associated with owning common equity shares of rated firms. The expected return of any given equity is measured on a
RELATIVE basis of other companies in the same sector, as defined by First Call. The price objective is calculated to estimate the potential
movement in price a given equity could achieve given certain targets are met over a defined time horizon. Price objectives are subject to
exogenous factors including industry events and market volatility. The risk assessment evaluates the company specific risk and accounts
for the following factors, maturity of market, maturity of technology, maturity of firm, cash utilization, and valuation considerations.
Potential factors contributing to risk: relatively undefined market, new technologies, immature firm, high cash burn rates, intrinsic value

weighted toward future earnings or events.

RETURN ASSESSMENT

Market Outperform (Buy): The common stock of the company is expected to outperform a passive index comprised of all the
common stock of companies within the same sector, as defined by First Call.

Market Perform (Hold): The common stock of the company is expected to mimic the performance of a passive index comprised
of all the common stock of companies within the same sector, as defined by First Call.

Market Underperform (Sell): The common stock of the company is expected to underperform a passive index comprised of all
the common stock of companies within the same sector, as defined by First Call.

RISK ASSESSMENT

Speculative - The common stock risk level is significantly greater than market risk. The stock price of these equities is
exceptionally volatile.

Aggressive - The common stock risk level is materially higher than market level risk. The stock price is typically more volatile
than the general market.

Moderate - The common stock is moderately risky, or equivalent to stock market risk. The stock price volatility is typically in-line
with movements in the general market.

Rating and Price Target History for: Agfeed Industries (FEED) as of 11-29-2010
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RATING SUMMARY

Distribution of Ratings Table
IB Serv./Past 12 Mos

Rating Count Percent Count Percent
Market Outperform(MO) 173 75.50% 47 27.17%
Market Perform(MP) 46 20.10% 5 10.87%
Market Underperform(MU) 5 2.20% 0 0.00%
Under Review(UR) 5 2.20% 1 20.00%
Total 229 100% 53 100%
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Investment Banking Services include, but are not limited to, acting as a manager/co-manager in the underwriting or placement of
securities, acting as financial advisor, and/or providing corporate finance or capital markets-related services to a company or one of its
affiliates or subsidiaries within the past 12 months.

ADDITIONAL DISCLOSURES
Rodman & Renshaw, LLC. (the "Firm") is a member of FINRA and SIPC and a registered U.S. Broker-Dealer.

ANALYST CERTIFICATION

I, Katya Voronchuk, hereby certify that the views expressed in this research report accurately reflect my personal views about the subject
company(ies) and its (their) securities.

As of Oct 31 2010 neither the Firm nor its affiliates beneficially own 1% or more of any class of common equity securities of Agfeed
Industries.

Neither the research analyst nor the Firm has any material conflict of interest with Agfeed Industries, of which the research analyst knows
or has reason to know at the time of publication of this research report.

The research analyst principally responsible for preparation of the report does not receive compensation that is based upon any specific
investment banking services or transaction but is compensated based on factors including total revenue and profitability of the Firm, a
substantial portion of which is derived from investment banking services.

The Firm or its affiliates did not receive compensation from Agfeed Industries for any investment banking services within twelve months
before, but intends to seek compensation from the companies mentioned in this report for investment banking services within three
months, following publication of the research report.

Neither the research analyst nor any member of the research analyst's household nor the Firm serves as an officer, director or advisory
board member of Agfeed Industries.

The Firm does make a market in Agfeed Industries securities as of the date of this research report.

Any opinions expressed herein are statements of our judgment as of the date of publication and are subject to change without notice.

Reproduction without written permission is prohibited. The intraday prices of securities mentioned in this report are as of Nov 30 2010.
Additional information is available to clients upon written request. For complete research report on Agfeed Industries, please call (212)
356-0500.

Readers are advised that this analysis report is issued solely for informational purposes and is not to be construed as an offer to sell or
the solicitation of an offer to buy. The information contained herein is based on sources which we believe to be reliable but is not
guaranteed by us as being accurate and does not purport to be a complete statement or summary of the available data. Past performance
is no guarantee of future results.
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