The competitiveness of the Australian
livestock export industry

Peter Barnard



Growth in Australian live cattle & sheep exports

Live cattle exports Live sheep exports
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Australia one of the world’s top live cattle exporters

Major live cattle exporters (million head) |
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Australia also one of the world’s top live sheep
exporters

Major live sheep exporters (million head) |
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Annual cattle turnoff - Australia Annual sheep turnoff - Australia
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Live exports typically account for 8-10% of Australian cattle turnoff, and
between 30-40% of Australian sheep turnoff (excluding lambs)



Factors driving Australia’s competitiveness



Global livestock competitiveness

* Australia has the right livestock product at competitive prices — Bos
Indicus blood for Asian markets, dairy heifers for China, merino and
fat-tail sheep for Middle East.



Agri benchmark —worldwide coverage

Legend
(==] Participating countries 2013
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Cost of cow—calf product

USS$ per 100kg live weight sold

Total labour cost

B Non-factor costs
B Total land cost
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Long run costs of production in pasture finishing systems

US$ /100 kg Iw sold
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Australian cattle prices more competitive than North America,
similar to South America

US c/kg Iwt
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Global livestock competitiveness

* Australia has the right livestock product at competitive prices — Bos
Indicus blood for Asian markets, dairy heifers for China, merino and fat-tail

sheep for Middle East.

* Australia a global leader in livestock biosecurity — unparalleled market access.
* Proximity to growing markets
* Genetic quality of Australian livestock widely recognised.

 Coordinated provision of industry & exporter services to overseas customers



Unparalleled market access due
to freedom from major diseases

 Australian meat & livestock accepted worldwide

 Australian meat & livestock products exported to
over 150 countries in 2014

« MISP 2020 placed the value of Australia’s
integrity systems at $2.8 billion

Prices forequarter primals in Malaysia (AUD$/kQ)

Australia Brazil

To maintain beef exports we need
show Australia is free from

to
H6|P Pfove mad cow disease and scraple.

— We do this by ttle and
Australia - eimias

VISITORS

PLEASE RESPECT

FARM BIOSECURITY

Please contact the manager before entering.




Proximity to market

» Close to growing Asian markets

» Cost of shipping cattle from Brazil 3-5 times
higher than from Darwin: $140 / head Darwin
to Indonesia, $450 / head Brazil to Indonesia

« Shipping capacity and capability




Livestock performance

 Fit and healthy livestock

« Wide range of breeds

» Potential to perform well

- Adaptable to environment

« Weight gains respond to feeding
* Produce high yielding meat

» Breeding capacity




Provision of services

« Export culture pervades the Australian industry .
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* Responsive to importers requests for particular livestock ,:,

- certain PICs, districts, regions
« Committed to supply once contracted
* Provide in-market after sales service

» Assistance in preparing importer/supply chain for

imports — eg assisting compliance to ESCAS

* Provide technical expertise and know-how in livestock

management in tropical as well as temperate environs



Competitiveness threats



Hype over Australian agriculture
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¥ ‘Food can fill mining hole’

COLES BOSS REJECTS ‘LOW GROWTH FUTURE’ AFTER RESOURCES BOOM ‘D

Australian Government
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Australian cattle stations are in demand, as Chinese beef business RELAL.

grows to 10pc of global output 5
Frieng

~ dairy deal
UN: farmers must produce 70% INOre  ONE of China's largest beef producers, Chongging Hondo Agriculture Ci:es‘:apmpeny

Group, is looking to buy up to $100 million worth of cattle stations in crackdown:racist

food by 2050 to feed population Australia within the next year.

China's slump lifts dairy



Demand for food generally and meat is predicted to slow

Rate of growth of increase in Rate of growth of increase in global
global food demand meat demand
NCES Increase (CAGR %) CompoundAnnual Growth Rates
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Food demand is slowing because the rate of growth of
the world’s population is slowing

Chinese population to decline

Years World population growth
(%)* billions
1.5

19561975

19752000

20002025

1.2

20252050

2000 2010 2020 2030 2040 2050

Source: UNoopulation projections



Food demand is also slowing because the rate of growth
of the world’s GDP is slowing

Non-OECD

%

4

Avg 2020 2025 2030 Avg 2020 2025 2030 Avg 2020 2025 2030
00-10 00-10 00-10

Source OECD Medium and loatgrm scenarios for global growth and imbalances



The increase in world food production required to meet
anticipated demand lies within levels historically achieved

To meet th_e in_Crease In Growth in agriculture total factor productivity 1962011 (%)
demand with fixed resource [

Input requires increases Iin
productivity of:

A 1% p.a. for agriculture

generally
A 1.4% for the meat
Industries
Increases greater than these
have been achieved
: 3 ~f—)
b >

historically- & show no sign of
slowing up




ome caution is warranted
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Australian cattle stations are in demand, as Chinese beef business

rows to 10pc of global output
g P g 2 Friengd

dairy deal

ONE of China's largest beef producers, Chongging Hondo Agriculture Chinese property
Group, is looking to buy up to $100 million worth of cattle stations in crackdown:racist
Australia within the next year.

China's slump lifts dairy



A concern is that productivity growth rates in Australian
agriculture are slipping & lagging the rest of the world

Total factor productivityz selected agricultural exporting nations
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Productivity growth in the Australian cattle producing
industry has been softening

Rates of productivity growth Index of total factor productivity
In the Australian beef industry: a%e

A 19782013 1.3%
A 19882000 1.9%
A 20002012 0.7%




Research & development needed to continue to drive
productivity improvements

Costs of Australian endemic cattle diseases ($ million)
180
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120
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Australian wage costs

Australia (108.9)

_-.-.,--________- Canada (105.0)

____ Germany (102.7)
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= United Statas (101.4)

ltaly (94.3)

United Kinpdom (92.9)

2008 2010 2011

¢ ILD Global Wage Database. Data accessible at: wanwilo.org/gwr-figuras
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‘Horrific’ costs hold back farming Global Food
Forum told

THE AUSTRALIAN « APRIL 16, 2015 2:09PM

TO RESPOND

f

HIGH operating costs and labour shortages are the biggest challenges facing
Australian agriculture, industry leaders warned yesterday, with companies looking to
set up more offshore processing operations to save money.

Dairy, beef and nut industry leaders told The Australian’s Global Food Forum that “horrific”
operating costs needed to be addressed for Australia to take full advantage of growing -
demand from Asia.

Brent Eastwood, the chief executive of the biggest meat processor, JB Swift Australia, said
processing costs for boxed beef were between one and a half and three times higher than
in competing nations such as New Zealand, the US and Brazil, JB Swift's home market.

“The labour costs are massive, utility costs, infrastructure costs ... red tape, country
restrictions. All these things cost, and unfortunately in this sector ... the farmer ultimately
takes the hit for that,” Mr Eastwood said.

BE THE FIRST

PROJECT M/

HOME - HEADLINES - FEATURES - PRODUCTS - MINING & RESOURCES - WORLD NEWS

ABOUT ADVERTISE SUBMIT NEWS BUSINESS DIRECTORY CLASSIFIEDS MANUFACTURING

Australian manufacturing is uncompetitive under
current wage structure says Teys chief

Teys Australia’s chief executive says the wage structure of the manufacturing industry
belongs to another era.

‘Many in the industry still operate in tally-type systems that
were invented when the shearers stood around the Tree of
Knowledge' at Barcaldine," says Brad Teys, chief of the
Brisbane-based meat processoer in an interview published
on ABC Rural.

Teys' sentiment, that the cost of labour makes the country
uncompetitive, is the recurrent theme in the Australian food
industry. This follows Simplot's announcement last week




Higher costs in the Australian supply chain

A Processing costsAustralia is
u 2.4 times higher than the US
u 3.0 times higher than Brazill
u 1.5 times higher than New Zealand

A Wages skilled boner

i Australia: $30/hour plus 482% on costs = $43/hour
i US: $15/hour plus 20% on costs = $18/hour

i New Zealand: $16/hour plus 25% on costs = $20/hour
i China: $5/hour
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condition, particularly in rural areas (Engineers Austr:
2010a)

A CSIRO has estimataaf transport cost savings to the
iIndustryof 20% or more arisinffom possible road
Infrastructureimprovements identified by industry

A Port congestion has also been identified as an efficie
inhibitor 7 e.g. in Perth adding $10 costs per head of
cattle shipped & $1 per head of sheep

Poor roads slice beef's potential

MELISSA AISTHORPE

14 0ct, 201502 46 FM = A+ /4

THE poor condition of rural roads and other transport challenges are
hindering the ability for parts of Australia’s beef supply chain to respond
to increasing global demand.

[t's 91 observation that's probably no surprise to many cattle producers
dealing with woeful roads on a daily basis.

But a new report released today from the Australian Bureau of
Agricultural and Resource Economics and Sciences (ABARES) has put

Beef production is
Australia's most
extensive and
geographically
dispersed agricultural
activity

RELATED

EYCI tumbles to
542.75c/kg

Cattle quota in
Indonesia's hands

Record cattle turn-off
continues




ESCAS cost

Species Transport method High

Cattle Sea S45.00
Sheep Sea S0.77
Sheep Air S14.00
Goats Air $14.00

Note: The mode represents the number that was represented most often in the sample.
Source: Meat & Livestock Australia 2014.




Some other matters .....



Need to guard against threat of exotic disease outbreak

ows : g ° Annual probability of an FMD outbreak
NEWS estimated at 0.5-2.0%

Home Video World Asia UK Business Tech Science Magazine Entertainmer

England  Regons « 2001 FMD outbreak in the UK cost in
Foot-and-mouth outbreak of 2001 excess of $A 19 billion

« 2003 US Mad Cow disease outbreak
cost US beef industry $US 16 billion over
ten years

* Qutbreak of FMD in Australia estimated
to cost $A 55 billion over 10 years (multi-
state incident)

ses became a familiar sight in parts of the countryside

Foot-and-mouth was discovered at an Essex abattoir on 19 February 2001
and it quickly spread across the UK.

Australian Quarantine
and Inspection Service




ommunity support ?

mei Centre Jobscontactus | NN |

LIVE

EXPORT ome | C Live Export -

ndopt
#pet

Most animals who are exported live for

slaughter have their throats cut while fully

conscious. Millions have died at sea. Some y 1 | Anwnals Austrata &
37 investigations have revealad thatin '"mmm:f;::&m:z
destination countries, many animals endure investigating and exposing
routine abuse and brutal slaughter in places

where laws do not protect them from crueity

Click here for more facts about live

export.

SEE THE REAL STORY ABOUT LIVE EXPORTS.



Diet and health trends
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Nutrition and healthy eating
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Vegetarian diet: How to get the best
nutrition

A well-planned vegetarian diet is a healthy way to meet your
nutriticnal needs, Find out what you need to know about a
plant-based diet.
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for health,
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EAT LESS, CARE MORE,
FEEL 600D.
ARE YOU UP FOR THE CHALLENGE (4

ABOUT BE INFORMED THE CHALLENGE SUPPORTERS RECIPES LEADEREDARD

THE U.N. HAS IDENTIFIED THE UVESTOCK INDUSTRY AS ONE OF THE MOST
" ‘SIGNIFICANT CONTRIBUTORS TO TODAY'S MOST SERIOUS ENVIRONMENTAL
PROBLEMS.

+ RECIPES

Show recipes coutatning
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WHO classification of red and processed meats

IARC™ Carcinogenic Classification Groups

Likelihood
causes cancer
High to Low

o
©,
&
®

Causes cancer: Processed meats including

Sausages Bacon
and hotdogs

&  B=

Probably causes cancer: Red meats including

Beef

g

Source: Cancer Research UK, WHO *International Agency for Research on Cancer

BACON, SAUSAGES
AS RISKY AS CIGARETTES, ALCOHOL?

=

'WHO set to place pro-
cessed meats such as
ham, bacon, sausages,
salami, burgers etc in
the same cancer risk
category as cigarettes,
alcohol & asbestos,
says UK paper

Announcement
may lead to warmning
labels on processed
meat packs

Red meat to be placed one rank lower
as 'probably carcinogenic to humans'

Concern in meat industry over fallouts
of the impending declaration

Meatless Monday is
Creating Healthier Eating Habits!

; ( 77, =ay that the campaign had influenced their decissan
J 0 70 10 cut back on meat.

62 G' =ay they've worked Meatless Monday into their
70 weekly routine.

Thanks to Meatiess Monday
I eat more...

73%

&55%

Q7%

Q2%

I8




Environmental issues
TIME .

= Ecocentric
9 an things green, from consenvation to Capitol Hill
FOOD

The Triple Whopper Environmental Impact of
Global Meat Production

Liveslock production may have a bigger impact on the planet than anything else. A new study
shows how the effects vary from country to country — and points the way toward a more
sustainable futura

WHAT DOES IT TAKE TO GET PROTEIN ON YOUR PLATE?

Click on Grain, Land or CO, to see the surprising impact of 1 kg of protein.
GRAIN e
LAND *
CO, )

Sour

CO,e GENERATED IN PRODUCTION
OF 1 kg OF PROTEIN

(CO.€ = CO: EQUIVALENT)
The New Wave of Culinary Creativity

Current & recommended Australian diets (grams/day)
2500

2000

1000
500

0
Current diet Recommended diet
m Meats/fish m Eggs/dairy W Breads/cereals

Fruit/vegetables m Oils/spreads ®m Non core foods

Change in GHG emissions from following recommended diet
(COZ2E kq)

Meats/ Eggs/ Breads/ Fruit/ Oils/ Non core
fish dairy cereals vegetables spreads foods



Concluding observations



Summary .....

* The Australian live export industry is self evidently extremely efficient &
world competitive

* This competitiveness is based on:
» Efficient production of livestock in Australia
» Unrivalled access to world markets due to disease freedom
» Proximity to growing markets, especially in Asia
» Quality of livestock & services provided by exporters & by industry

» Competitive challenges include:
»Maintaining historical rates of productivity improvement in cattle & sheep production

» Tackling inefficiencies in the off-farm supply chain in Australia
» Maintaining community support, disease freedom & market access






Live cattle exports by destination

Australian live
export
destinations.

Live goat exports by destination

Live sheep exports by destination

M Bahrain W Jordan ait B UAE mOther




Global live cattle exports

Global live cattle exports by source. Global live cattle exports and Australian market share
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Global live sheep exports
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Global live sheep exports by source

B United Kingdom
B Netherlands
M France
m Ethiopia
W Hungary
Spain
Jordan
M Australia
B Romania

EROW

Live sheep supply sources becoming more diverse,
including Eastern Europe, Africa.

Global live sheep exports and Australian market share
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Australian market share shrinking due to reduced flock
size, high $A, and low wool profitability.



Domestic market competitiveness
1985 2010

# Beef Export Abattoirs # Beef Export Abattoirs

& Major Ports Live Cattle A Maijor Ports Live Cattle

Live exports a viable alternative to domestic processing, as domestic processing has declined.

Inability to reliably finish cattle in northern Australia a major challenge for domestic processors.

Source: John Berry, JBS



Processing and finishing capacity

Beef abattoirs Feedlots

Source: ABARES, 2015



