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The most beneficial biofuels for carbon intensity reduction are biodiesels produced by wastes, such as used 

cooking oils and other fats, which are truly being recycled into energy. However, supply of these feedstocks 

is largely limited by the amount of food consumption. Currently, only an estimated 7% of biofuels comes 

from wastes and residues. The majority of biofuels are produced from corn, soybean, and vegetable oils, 

which not only require environmentally costly resources like fertilizer, water, and land to produce—they also 

compete with food consumption and push up already-high food prices globally. As a result, biofuel has 

become increasingly controversial.  

 

On the environmental side, biofuels have a smaller carbon footprint than traditional forms of fuel when 

burned. However, the process by which they are produced makes up for that: biofuel feedstocks grown on 

land cleared from tropical forests, such as soybeans in the Amazon and palm oil in Southeast Asia, generate 

particularly high greenhouse gas (GHG) emissions during production, as well as accompanying biodiversity 

losses. Fertilizer applications are required for growing feedstock, and the process of producing and applying 

fertilizers also releases high levels of GHG. Some research even suggests that GHG emissions resulting from 

biofuel production and use, including those from indirect land-use change, may be higher than those 

generated by fossil fuels, depending on the time horizon of the analysis.  

 

On the social side, biofuel feedstocks would otherwise be used for human consumption or animal feed, and 

diverting these crops to biofuels could lead to food shortages and higher food prices. Some studies suggested 

that the increased use of biofuels contributed 20-50% to corn prices during the previous food crisis in 2007-

08. According to Gro Intelligence, an AI-powered climate and agriculture analytics platform, the total 

amount of crops used annually for biofuels is equal to the calorie consumption of 1.9 billion people.  

 

Global biofuel production reached a record high before the Russia and Ukraine conflict, growing 5% per 

year on average in the past decade. In the U.S., about 36% of total corn and 40% of soybean oil production  

went into biofuels in 2021. The conflict between Russia and Ukraine has disrupted the production and 

export of about one-fifth of the world’s corn and more than half its sunflower oil, increasing the risk of food 

shortages for hundreds of millions of people, especially in developing countries. According to the World 

Resources Institute, a 50% reduction in grain used for biofuels in Europe and the U.S. would compensate for 

all the lost exports of Ukrainian wheat, corn, barley, and rye.  

 

The global policies toward biofuel have wavered, depending on different priorities. Biofuels are usually 

blended with standard gasoline and diesel to boost energy supplies and reduce the environmental impact of 

fossil fuels. Some governments, including in Brazil, Indonesia, and Germany, are considering easing biofuel 

blending mandates to address food security. Other governments, like the U.S. and India, are pushing for 

higher blending levels to address concerns over fuel price inflation and energy independence.  
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In short, if biofuels were produced by recycling true waste, they could help cut GHG emissions without 

negative social consequences. However, the amount of biofuels made globally from recycled waste is too 

small and unlikely to have a material impact on volume. But the potential is there: biofuels still represent a 

small portion of the energy mix worldwide, providing only 3% of the world's fuels for road transport and a 

very small amount of aviation. The International Energy Agency counts on global demand for biofuels to 

grow by 41 billion liters, or 28%, from 2021 to 2026 as a base case, while the “Fit for 55” package from the 

EU requires much higher average growth of 8% per year to 2030. Yet significant challenges remain. In their 

current form, biofuels could lead to more emissions, significant loss of biodiversity, and exacerbate 

problems such as poverty and hunger in developing nations. And as global food waste issues are addressed, 

the feedstock available for making such biofuels will be reduced even further. Maybe it is time to rethink 

biofuels’ position in the future global energy mix. 
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IMPORTANT INFORMATION 
 
Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without 
notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely 
performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not 
guaranteed by Barings or any other person. PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. Any 
investment results, portfolio compositions and or examples set forth in this document are provided for illustrative purposes only and are 
not indicative of any future investment results, future portfolio composition or investments. The composition, size of, and risks associated 
with an investment may differ substantially from any examples set forth in this document. No representation is made that an investment 
will be profitable or will not incur losses. Where appropriate, changes in the currency exchange rates may affect the value of investments. 
Prospective investors should read the offering documents, if applicable, for the details and specific risk factors of any Fund/Strategy 
discussed in this document. 
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Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring International Fund Managers 
(Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan) Limited, Baring Asset Management Switzerland Sarl, 
and Baring Asset Management Korea Limited each are affiliated financial service companies owned by Barings LLC (each, individually, an 
“Affiliate”). Some Affiliates may act as an introducer or distributor of the products and services of some others and may be paid a fee for 
doing so. 
 
NO OFFER: The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial 
instrument or service in any jurisdiction. The material herein was prepared without any consideration of the investment objectives, 
financial situation or particular needs of anyone who may receive it. This document is not, and must not be treated as, investment advice, 
an investment recommendation, investment research, or a recommendation about the suitability or appropriateness of any security, 
commodity, investment, or particular investment strategy, and must not be construed as a projection or prediction. 
 
Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made in good faith in relation to 
the facts known at the time of preparation and are subject to change without notice. Individual portfolio management teams may hold 
different views than the views expressed herein and may make different investment decisions for different clients. Parts of this document 
may be based on information received from sources we believe to be reliable. Although every effort is taken to ensure that the information 
contained in this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy, 
completeness or adequacy of the information. 
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