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US import beef prices move even higher

Global canola prices to drop

New Zealand Dairy News

Adjusted output up 3.3% in Feb:

Index improves — Mixed commodity values and a stronger NZ$
Dairy Companies Association of New Zealand (DCANZ) saw the index up just 0.6% this week. Spot quotes from
reports national milk production declined a marginal 0.3% Australasian exporters saw WMP rise US$65/t to US$2,890/t while
YOY in February to 171.2m kg of milksolids, down from the SMP dropped US$265/t to US$1,985/t. Cheddar shed US$50/t to
0.8% YOY increase in January. However average daily US$3,550/t and butter jumped US$300/t to US$5,000/t — the

production was stronger in February compared to a year ago, highest recorded price in our index history! The NZ dollar rose
with adjusted output for the month up 3.3% marginally to US$0.7028, lifting the index by 0.9 points to 160.86.

Agri HQ dairy analyst Susan Kilsby said the February NZ exportindex since January 2011
improvement was expected, "Grass growth has picked up in ;x
recent months and this is now being reflected in the milk 220
intakes. We expected slightly stronger growth than was ;z
actually achieved in February and our models forecast a 190

further lift in milk production in March, relative to last season. i: r\
Autumn growing conditions are helping to make up some of 160

the milk lost during the poor spring. iﬁ \h } [
In milk volume terms, unadjusted February production fell | > \/ _\tj___
2.9% to 1.91mt. Season-to-date output was down 2.9% in | = —freshagenda Vv

volume and 2.6% in milksolids compared to the same 9- | ™ Joncddnssssdmeammassssssanannnaesgany
month period last season. AgriHQ’s forecast for full season Eégﬁ :§§§§3 53 5:2355 52? §§f§§§ 9‘.55; ;3 §3s3

milk production is for a 1.5% fall.

Take note: The index is an indicator of spot trends in gross export returns to the industry
Fonterra’s prOfItS slide: based on quoted NZ export prices, movements in currency and the total milk usage in
exports by the NZ industry. It was set at 100 on 1 January 2000.

Fonterra’s first half results for FY2017 showed a slide in

normalised EBIT, which fell 9% to NZ$607m on revenues

that were 5% higher at NZ$9.2bn. The normalised EBIT for the Ingredients business was down 17% to NZ$510m, which
saw overall gross margins fall from 6.8% to 4.4%, but a better contribution from the Australian business which improved
EBIT by NZ$37m. Earnings for the Consumer and Foodservice unit lifted 30% to NZ$313m, with better performances in
China and Oceania regions. Net profit after tax was up 2% to NZ$418m.

Fonterra revised its season forecast for milk collections to be down 3%. It said season-to-date February collections were
down 5%, with the North Island down 7% and South Island down just 1%. The company has again confirmed a
Nz$6/kgMS farmgate milk price and target dividend range of NZ40-50c/share. Fonterra estimates its annual earnings per
share would reach 45 to 55 New Zealand cents, down from its earlier forecast of 50 to 60 cents.

Oceania spends NZ$400m on stage 2:

Oceania Dairy has launched its new NZ$400m-upgraded facility at its Glenavy site, which will create more jobs in the
manufacturing of high value milk products. Oceania Dairy, a subsidiary of Yili, has added a new UHT plant, an infant
formula canning line, blending facilities, a whole milk powder dryer and facilities to manufacture lactoferrin. With the

01

fres h agerl ia Freshagenda is a team of specialist food market analysts with extensive expertise in  Fi}:J1]i] 693 276 | myfarm.co_nz
interpreting market and supply chain conditions in the food industry.



Al the agricultural stories you FARM'

need to know from New Zealand,
GLOBE Australia and around the globe. INVESTMENTS

expansion which marks the second stage of the factory’s development, Oceania has launched a major recruitment drive to
boost staff numbers. In total, Yili’s investment comes to more than NZ$600m.

AgriHQ milk price lifts:

The combined results of higher prices at last week’s GDT event and higher futures prices for dairy commodities trading on
the NZX Dairy Derivatives market have lifted the AgriHQ milk price for 2016/17 to NZ$6.10kgMS, up 4c. WMP futures on
the NZX dairy derivatives market lifted sharply following the GDT event, with the April contract up NZ$265/t, while all other
contracts trading to November gained more than NZ$200/t.

OECD’s report card:

In Its latest report, the Organisation for Economic Cooperation and Development says New Zealand’s environmental
performance warrants a C+ with significant room for improvement as the country’s environmental gains are offset by
issues around greenhouse gas emissions, freshwater standards and biodiversity loss. New Zealand greenhouse
emissions continues to rise, up 6% since 2010, while the OECD average had dropped by 5%. According to a Massey
University professor Ralph Sims, the lack of a strategic plan to reduce emissions to meet the target under the Paris
Climate Agreement and the ineffective Emissions Trade Scheme (ETS) are cause for a fail grade, and that agriculture
must be included in the ETS. As for freshwater standards, the report urged a more holistic “natural capital” approach to
help evaluate costs and benefits of investment in these projects due to the conflict between the national freshwater
standards and the NZ government’s NZ$400m irrigation fund.

China-FTA upgrade confirmed:

Chinese Premier Li Kegiang has confirmed the upgrade in the NZ-China FTA will occur, with negotiations scheduled to
start on 25 April. Major beneficiaries of the FTA upgrade — in particularly Fonterra - are issuing no public comment in the
lead-up to this important opportunity to improve trade access. A key objective will be raising quantities of dairy product that
can enter the Chinese market before ‘safeguard’ tariffs are triggered. As well confirming the FTA renegotiation, New
Zealand Prime Minister Bill English and Premier Li Kegiang signed a series of cooperation deals spanning, customs, travel
and climate change.

Australian Dairy News
Milk dips in the February heat:

The extreme heat across southern regions in February further slowed the recovery in milk production since November, as
Australia’s milk production was down 10%, adjusted for leap year down 6.8%, giving an adjusted year-to-date outcome for
the first 8 months of 8.1% less milk. The worst-affected states in February were South Australia, down 12.1%, Victoria,
down 11.5% and New South Wales, down 10.7%. Western Victoria and Tasmania were flat compared with last year on
adjusted terms, but Gippsland was 6.4% down and Nth Victoria 17.6% down.

The weather bureau's outlook for weather across Australia for autumn is for lower than average rain and higher
temperatures.
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Global and Corporate Dairy News
Mixed news from GDT:

WMP buyers came back to the GDT this week taking up the increased volumes on offer and putting a bit of backbone into
prices — for the time being. WMP was one of the bright spots in a mixed set of results, with average prices rising 2.6% to
US$2,855/t, with contract prices in a tight band around that average. SMP was a very different story, dropping 8% on
average to US$1,948/t, with better prices later, the spread between C2 and C5 was US$124/t.

Fats did well. AMF improved 2.6% to US$5,799 and butter by 5.5% to US$4,910/t. Cheddar fell by less than 1% to
average US$3,406/t.

Powder prices were widely tipped to fall heavily again, with the lead from futures markets and sentiment in the trade. But
we see fundamentals in the market better than the last result which was an over-correction driven by the auction
mechanism. Buyers in several regions clearly had the need to top up at attractive prices, but more product is on the way
and it's not likely that WMP has hit the bottom just yet. SMP meanwhile has again drifted closer to the more meaningful EU
benchmark.

US stocks building:

US stocks of cheese and butter continued to build at the end of February as increased milk flows (both seasonally and with
a faster rate of expansion) weren’'t matched by domestic demand. Butter stocks reached more than 128,196t, 20% higher
than a year ago, and the highest at this time of year since 1993.

Meanwhile American (mostly cheddar) cheese stocks grew to 351,000t, about 60 days supply, while stocks of other
cheese varieties were more closely matched to seasonal growth and market demand.

EU tenders draw little interest:

All bids for EU SMP intervention stocks were rejected with the highest bid received €1,668.90/t, just under the most recent
market price of €1,670/t. During the last six tenders, only 40t of product has been sold with capacity for the 2017
intervention season of 109,000t from EU member states at the intervention price of €1,698/t. The latest development has
strengthened claims that intervention for SMP has reopened.

Beef and Lamb News
US import beef prices move even higher:

Last week the 90 CL imported cow beef indicator continued to move higher due to supply constraints out of New Zealand
and Australia, closing at US$2.135/Ib, up 1.4% from the week prior and tracking 14.2% higher than the corresponding
week in 2016. According to the Steiner Consulting Group’s weekly report, a number of market participants have been
surprised at the pace at which prices have increased this year, although it’s not a seasonally uncommon trajectory. March
shipments from Australia are tracking 21% lower YOY and New Zealand packers are reportedly having difficulty filling
orders already in place and are thus reluctant to take more cover for May and June.
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Australian red meat exports to China jump A$lbn:

A bilateral agreement between China and Australia regarding red meat exports will see market access expanded with the
Chinese Premier Li Kegiang committed to buying another A$400m of chilled beef. The agreement is expected to push
Australian red meat exports to China above A$lbn per annum. While industry participants are excited about the new
agreement, they demand a clearly-defined timeline if the arrangement is to bring any tangible value.

NZ lambs to Iran must wait:

A veterinary agreement, which paves the way for New Zealand exports to Iran earlier this month, and also allows for
interested commercial New Zealand exporters to talk business with their Iranian counterparts has been signed. A
spokesperson from Silver Fern Farms said the company was still in the early process of making agreements, but now it
was likely to have an opportunity for next season. Meat Industry Association chief executive Tim Ritchie said Iranian
businesses would have to be willing to match competitive prices from other markets for the agreement to pay off.

China, Chile and Egypt re-admit Brazilian beef:

On Sunday, Brazil’s ministry of Agriculture announced three of the country’s biggest export markets had re-admitted
Brazilian imports after imposing temporary bans the week prior. More than a dozen importing countries imposed bans after
the announcement Brazilian Federal Police were investigating alleged corruption involving 33 meat inspectors and 21

meat processing plants. The meat processing plants under investigation will remain suspended as per Brazilian
government orders.
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Feed/Arable News

Global canola prices to drop:

Agricultural commodities analysts are expecting the price of canola to drop in coming months with larger crops of oilseeds
to be harvested. Currently, canola is being traded in a range between A$580 to A$560/t, a A$250/t premium over the
highest quality wheat. According to Profarmer commodity analyst Angus Thornton, the price is set to drop even further,
dependent on oilseed harvests in other regions including soybeans. Thornton says all key South American soybean
producing countries except Argentina are expected to produce their largest crop on record.

High hopes for French wheat:

In its first forecasts for EU grains, Brussels-based industry group Coceral has pegged the soft wheat harvest at 144.8mt, a
rise of 9.7mt YOY and ahead of Strategie Grains forecast of 143.9mt and the European Commission’s forecast of 143mt.
Coceral expects a recovery in French production of the crop, up 10.7mt to 38.6mt as official French crop bureau
FranceAgriMer’s data indicates the domestic soft wheat crop rates an elevated 91% in ‘good’ or ‘excellent’ condition. It's a
turnaround from last year, when heavy rains in June devastated the French wheat crop.
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