Trends in the International Dairy
Market
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In summary, Fonterra sees: (Fonters)
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A positive outlook for dairy
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2-3% growth in global demand

Rising demand for dairy nutritional benefits; for healthy growth
and healthy aging

‘ Continued volatility, but growth in price risk tools

‘ Opportunities from a greater global integration
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Fonterra’s perspective is that of a global exporter
with a New Zealand home base

Fonterra’s Trade Flows
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The growth forecasts are exciting ((...t)
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Formal Dairy Market
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Globally Traded Dairy
Market

84 bn L by 2020
(5-6% CAGR)

New Zealand LmTTeS 375 billion litres
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Emerging markets are key to the 2020 outlook (Fonters)
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Formal dairy consumption increases with prosperity
Different 'S-curves' observed for traditional and non-traditional dairy markets

This highlights the development — consumption link
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Other demographic changes are also shaping the outlook (’%’9

Dairy for life
Rising
demand for
dairy
nutritional
benefits
Social
demographics
(e.g. Aging in
OECD & China)
Nutrition for
Healthy
Ageing
I : :
B Increased demand for functional dairy products o
age

Confidential to Fonterra Co-operative Group



Price volatility is here to stay ...
... price risk management tools are maturing

Farm Gate Milk Price - Standardized to USA Milk Composition (USD/cwt) Dairy for life
24 .00
22.00 A
20.00
18.00 -
16.00 -
i
=S 14.00 - —_—E 27
w
——USA
= 12.00 |
8 —NZ
i 1000 | ——Australia
= — Brazil
8.00 —eo—China
6.00
4 .00
2.00
0.00 —_— — — —
=) N il haY A =] M el Ra) 4 = N = o 4 (=) N
L F L FFE T F S S ST S S

G NZ X |~
7N

Page 8

Confidential to Fonterra Co-operative Group


http://www.eurexchange.com/

There are opportunities from greater global
Integration @)
Dairy for life
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Thank you
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