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Fonterra’'s Strategy
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Fonterra at a glance

Harmer owned co P
10 700 farmershare 'Ider_ |
' v/ 727 billion litges\in NZ /" | | /
| 5 billion litreb oytsidp NZ ,
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74,000+ delivered orders pla

100+ countries
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Dairy for life

.

Fonterra’s ambition

To build a globally relevant Co-op which makes a
difference in the lives of 2 billion people by 2025
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Dairy for life

_—

Fonterra business platforms

|

Consumer brands Ingredients

Confidential to Fonterra Co-operative Group Page 6

Source: Fonterra



<
Dairy for life
STRATEGIC PLATFORMS GLOBAL BRANDS STRATEGIC AND LEADERSHIP

MARKETS
) Optimise N
/' NZ milk ¢/nzmp”

) Build and grow beyond our

7 current consumer positions An@%hor

> Deliver on Foodservice

/ potential
Fonter@
i

/ our Anlene™ business

Global brands aligned to key markets

woOPE QOPE®

Dairy for life

. Develop
5 ) leading positions in paed &

/

maternal nutrition
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Ingredients will remain an important part of (Comrrs
Fonterra’s portfolio but we are moving more Dy forlif
milk into higher margin products _—

Low margin

2025 Aspiration

High margin GDT

Consumer and EGWA
Foodservice

Ingredients

Partnership



New Zealand in Global Dairy




Consistent consumer trends Influencing our (Fonters)
business Daiy orite
_—

Nutrition for
the old

Rise of emerging
markets

Nutrition for
the young

Food safety
and quality

Commodity
price volatility
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http://www.mckinseyonmarketingandsales.com/mobile-must-migrate-digital-as-an-imperative-not-an-option

Short-term volatility in global markets ‘("}.}
-

GDT Weighted Average Prices (2006-2015)
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Long term global outlook for dairy demand (Farers)
remains strong it
s

DEVELOPED NATIONS EMERGING ECONOMIES

900bn ltrs

Dairy Demand
2023

760bn ltrs

Dairy demand
2014

65bn Itrs

Traded volume 2014
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New Zealand agricultural producers receive (Fonters)
nO SUbS|d|eS Dalrvforllfe
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Producer Support Estimate by country over 2011-13 (% of gross receipts)
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New Zealand only produces 2-3% of the (Fonters)
World,S milk Dalryforllfe

Milk Production 2013 - 2014

16.000.000 -
In 2014 New
14.000.000 - Zealand produced
23.7 billion litres
12.000.000 1 milk, compared to
148.9 billion litres
b 10.000.000 - in the EU
s 8.000.000 - Germany and
E L 000.000 - France each
0 produce more milk
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S
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However New Zealand is a major dairy
exporter

Dairy for life
J

Top 10 Dairy Exporters 2014

EU28
-External
Trade

United
States

New
Australia Zeala;lvd

P
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Current demand for New Zealand dairy
products is led by China

New Zealand Dairy Exports (2014)
Top 25 Destinations

A
Dairy for life

4,500 900,000
4,000 800,000
3,500 700,000

= 3,000 600,000 —

S 0

£ 2,500 500,000 S

a ©

S 2,000 400,000 £

S S

g 1,500 300,000
1,000 200,000

500 100,000

m Value (USD million) 4+ Volume (tonnes)



Significant shift in NZ's dairy exports: (;
Asia and MENA are now the drivers Dairy for ife

New Zealand Dairy Exports (2006 & 2014)
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Fonterra Strategy and
Manufacturing Footprint




Demand growth coming from net importing

countries

Russia

United States

New Zealand ‘o

Source: Fonterra Internal

N
Dairy for life
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A
Dairy for life

Global multi-hub locations

EUROPE
600-800m litres

NEW
ZEALAND
5COI_O”LIIE't / 18 bn litres
m litres ' y
AUSTRALIA v
1.5 bn litres
Milk Powder / Cheese / Whey / Whey UHT / Foodservice
Foodservice Infant Formula

CUNIUEHUGH Y FUIIGIT CUUPEIauve STOUD Page 20
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Europe: (@«"9
* A-ware JV — whey plant Dairy for life
Australia: commissioned ‘

* Grow infant formula and
cheese footprint

* Fonterra and Beingmate
JV to acquire Darnum

 Dairy Crest alliance for
distribution of specialty
ingredients underway

China:

* Purchase of 18.8%
of Beingmate
complete

* Abbott — antitrust
approval received
from Chinese
government

Multi-hub
strategy in
action

New Zealand:

* Increasing processing
capacity and optionality to
meet global demand
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New Zealand whey exports are constrained ‘C)
by limited cheese growth Dairy forife
y 9

New Zealand Dairy Exports — selected commodities (‘000s MT)
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Fonterra’s developing whey manufacturing

footprint in Europe

UK

FIRST MILK
[LAKE DISTRICT]
QUALITY
WHEY
PROTEIN

1,500MT
WPC80

UK

DAIRY CREST
[CORNWALL]
PREMIUM
NUTRITIONAL
INGREDIENTS
20,000MT D90
10,000MT GOS

NL

FONTERRA
[HEERENVEEN]
PREMIUM
WHEY
PROTEIN

5,500MT
WPI/WPC80
25,000MT
LACTOSE

@ra
<
Dairy for life

LT

ROKISKIO
[LITHUANIA]

QUALILTY
WHEY
PROTEIN
1,500MT WPC80
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Dairy for life

Europe — A-ware strategic partnership

\

WHEY PLANT IN NETHERLANDS
— Can process liguid whey into

* 5,000 MT of whey protein and
« 25,000MT of lactose per year

— Used in high-value paediatric, maternal
and sports nutrition products

PROGRESS
Agreement with Commissioning First production Produced 4,000

A-ware signed started MT of product

1auve eroup Page 24
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MEA & CIS Is a large and important
geographical area for Fonterra

Dairy for life
~

* The region has three distinct sub-regions,
each with diverse needs.

* Fonterra MEA & CIS is headquartered in Dubai
and operates across 77 countries.

« Product range includes dairy commaodities
such as SMP, WMP, Cheese, Cream and
protein products and a value-added
ingredients business .

* Fonterra’s consumer brands business is also
based in Dubai and includes the Anchor and
Anlene brands.

® Offices
® Sites
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Fonterra Is invested in the region for the
long-term

N
Dairy for life

Saudi New Zealand Milk Products

« Saudi New Zealand Milk Products is a site in Dammam,
Saudi Arabia and is one of the largest multi-product
processing sites in Saudi Arabia.

* The site has five processing lines, packing Anchor
branded milk powders, producing processed cheese in
jars and recombined feta-style white cheese, and cutting
natural cheddar cheeses into foodservice and
delicatessen formats.

Joint Venture: Clover Fonterra Ingredients Clover
) . Ingrediants
 Since 2005 Fonterra has partnered with Clover, South (’FF M
Africa’s largest dairy company. (1600m litres p.a) ,h)
» Clover markets dairy ingredients and foodservice Quality Dairy; Quality Life™

products throughout South Africa.
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Some concluding thoughts...

A
Dairy for life

* Fonterra aims to build a globally relevant Co-op which makes a difference in the lives of 2 billion
people by 2025

Ingredients will remain an important part of Fonterra’s portfolio

We are moving more milk into higher margin products

Shiftin NZ’s dairy exports — Asia and MENA are now the drivers

Multi-hub strategy to match demand growth to the best source of supply

* The long term dynamics for dairy are positive. The short term environment is very tough for our
farmers.

« Volatility will never go away, but it can be managed through market based tools.

« OECD: “Payments to mitigate income risks should not crowd out market-based risk management
tools and farmers’ own management of normal business risks”.

« Open markets with limited barriers to trade increases resilience to market shocks such as the
Russia import ban.
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Thank you

francis.reid@fonterra.com
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