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The growth of milk collection is slowing down

Except for India
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Milk collection: India will lead the game
+1.6% p.a expected by 2029 at world level

Gira

Milk collection growth ('000 tons pw) 2024-29
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Small/no growth to be expected in top exporting countries G’
Only +0.8% p.a by 2029 without India and Pakistan I ra

Milk collection growth 2024e/2029f excl. IN & PK
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But there is also a worst-case scenario for the EU G’
If we have less cows (-2,2% p.a) then we could have -12 bios Kg less milk I ra
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Small growth expected in the UK G’
More stability and/or very slow growth: only +0.1% p.a by 2029. I ra

Milk collection growth ('000 tons pw) 2024-29
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The EU and the UK situation
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Slowdown in milk collection, with divergent trends: more east, IeG’
west. 2025: potential for a small growth: around +0,5% I ra

What will be the consequences of BTV3? BTV12 is coming

Milk collection by EU countries in 2024
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The UK

Fewer cows and farmers; higher yields and bigger farms

Gira

Milk Production v Milk Collection, 2013-29f
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Animal desease situation
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HPAI within Dairy Cattle: +$306 million before Trump G’
16 States affected (919 cases), understated? Spreading in California I ra

Dairy Cattle herds confirmed with HSN1 (as of 7t" Jan. 2025)

. Legend
Number of New Confirmed Cases in Cattle by State, 0
Last 30 Days 1to5 Legend
| E Number of Confirmed Cases in Cattle by State, o M 26t 50
L aSt 30 d aVS To_w Total Outbreak Wiwio W5t
Wi W
Outbreak
WA ND
MT
MN
ME
sD wi ME
oR o} VTUH
wy ] NY
1A MA
NE CTRI
OH PA NJ
LN
ut co Y
Ks wv DE
mo Ky VA
oK ™ NC
AR
Az NM s s
AL Lo
™ LA

AK

HI

FR

Source: Gira based on
American Veterinary Medical Association



©G

Milk Production by State G’
California severely hit by HPAI I ra

Monthly production in top 3 States, 2023-Nov 2024
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+ -9% in Nov 2024/Nov 2023 in California
« Stable or growing in other major producing State
To illustrate the potential impact in Wisconsin, Cornell University showed that show the 90-day cost is about
$191/month per lactating cow on the farm. He says that amounts to about $1 million per month per 5,000 cows.
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The milk will cost more

It’s urgent to add more value
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EU milk price paid to farmers
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Milk price increase Nov. 24/
Nov. 23
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UK and EU prices are very similar

&
Irish prices are usually higher G I ra

Raw milk price in EU countries
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Milk price could continue to go slightly up in coming months
High butter price but watch out: prices are slowing down

Gira
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45 €/100 kg: the "new normal" in Europe?

&
The price increase will weigh on the margin: need for real added value G I ra

Milk collection and milk price in the EU

Milk supply issue?
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What is the impact on processors? G’
Urgent need to adjust their strategy I ra

The dairy supply chain

/

Rising inflation

-

Farmers — - BtoB/Retail /Exports

« Farmers will have greater negotiating power depending on their country
« Customers of dairy processors (retail, BtoB and exports) have little room for price adjustments

« Processors' margins will be reduced, and they will adjust their strategies
* By buying less milk (reduce exposure to commodities, mainly butter and SMP)
= By adding more value to the milk, they are processing (the ingredient strategy)
= By producing more with less (increase efficiency of the production process)
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And the production of higher added-value ingredients

improves the product mix margin of the processors

Gira
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Dairy Ingredients price

Gira
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EU dairy prices
Butter is still outside the historical range: new record?

EU Dairy Prices, Jan-2012 - Dec-2024
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We will need more and more proteins

A good whey to add value to the milk
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World: Overview of Consumption Growth by Product (24e/29f)
Cheese is clearly the winner

Gira

vol growth ( 000 tons pw) 29/24
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Whey: This is where added value is now Gl’ra

Nutritional & functional food still drives the demand

CAGR

-40

Source: Gira

Whey ingredients global applications, 2023 and 2028f
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Consequences: price are really high Gllra

Protein prices
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Why demand for proteins is booming? G’
Demand should will be positive and will sustain the growth of supply

WPC 80 consumption by area, 2024 : High dynamism of the “high protein” trend

! in food products
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Fat price should continue to remain high
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SDF: potentially price could remain high

G
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China (the engine of the dairy world) is changing

Less imports, more added value produced

© Gira



Milk Supply

&
Uncertainty about 2025 milk production. Potentially lower than expected G I ra

Milk Collection (ktons)

GDC24 Milk Collection Forecast
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Source: NBS, IDF, Gira re-estimation and forecast

According to NBS:
« 3Q24 milk production decreased by 5.8% YoY

+ 1Q-3Q24 milk production decreased by 0.1%
YoY

According to provincial-level data and the data of
the National Dairy Industry and Technology
System:

« Top 10 producing provinces’ dairy herd
decreased by 6.7% YoY in 3Q24

« ltis expected to further decrease in 4Q24

Holstein Farmer estimates that the 2024 milk
production decreased by 2.3% YoY and expects
that 2025 milk production will remain stable or
decrease again.



Milk Prices i
Milk prices dropped to RMB 3.1/kg G I ra

Monthly average raw milk prices, 2019-2024
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More Production of Dairy Commodities G’
SMP, fats...and cheese I ra

Dairy Commodities Production, 2019-2029f
« WMP production is expected to reduce
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Main consequences: Evolution of Chinese Imports G’
Strong change of import structure...with overall much lower rates! I ra

Last 5 years: Next 5 years:
2019 > 2024 2024 > 2029
- % Volume change per year % change per year
— - +10% per year: Cream
+10%: Solid Dairy Fats +5%  a@ume
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+6%: Dry whey
g 0,
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World dairy consumption
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India will be the place to be but compulsory to be local G’
More mature markets in the EU/NZ/US I ra

Global Apparent Dairy Consumption in Milk Eq., 2024e to 2029f
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Chinese consumption will continue to grow (with which miIIG’
Europe and the UK: a mature market I ra

Global apparent Dairy Consumption in Milk Eq., 2024e to 2029f (excl. IN & PK)
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What about sustainability?
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Sustainability: a wide scope
Not only « zero carbon » !

Gira

Impact on
consumers

Environmental
impact

Sustainability

Ethical and
social impact




Restaurant Chains Net Zero Goal Date for meat G
Wide range of targets — will translate to action from production
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Food Retailers Net Zero Goal Date G’
Retailers are still working on their policy delivery I ra
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Sustainability: scope 3 impact

&
Dairy will increasingly be under pressure. Be prepared to have partnershipG I ra

Grocery Retail GHG Emission Breakdown, %
of CO2e

Grocery retail GHG emission breakdown, % of CO.e | Key Categories

Key focus area in the coming years

LrNoh Meat

Beverages?®
Scope 2 Scope 3
issi breakdown
Scope 1 | emissions Scope 3
Dry food'
Packaged food' Dairy

1 Processed meat, processed seafood and others (pizza, ready meals, soups, etc.).
z Both alcohalic and soft beverages.
Source: Euromonitor; Poore & Nemecek

Source: McKinsey, State of Grocery Retail 2023: Europe

Grocery revenue vs GHG footprint by
categorv, 2021

Grocery revenue vs greenhouse-gas (GHG) footprint, 2021, by category’

® Beverages

e Sweet grocery ® Fresh foods

® Grocery
® Alcoholic beverages Home and

. personal care
@ Dairy

@ Salted grocery

Fruits and
. . 2
vegetables Fresh packaged
Share of Personal care M. ;
jea

revenue, % ® Soft beverages

Home
e Bakery

e Frozen

® Fish and seafood

Share of GHG footprint, %

s (pizza,
eph Poore, "Reduci

s environmental impacts through producers and consumers,” Science, June 2018




Sustainability <
A widespread awareness but different levels of involvement I ra

KSF of sustainability strategy — Arla’s example

Number of Componis rankeed 6CCOrding 10 thes cope 1 0nd 2 emission 13uCTion, COMPa<ed 1o o
2020 bose yeor

S
III-II

ARLA'S CLIMATE AMBITION

Ambitious CO2
reduction targets

-

Making sure that

the message Focussing on o 9% SCOPES @ @ -
reaches b2b users biggest emitters SOURCES R — Feed additives (DSM)

and final consumers

3% - waste andother

2% | Packaging

A selection of sustainability related reward schemes from
European dairy companies

Aware

Reducing carbon —

’ . Helping them
Renewable electricity by 2025
Switching from fossi to footprint all along fi iall

h inancially
renewable energy s an importan the supply chain

lever to fulfil our scope 1 and 2
reduction ambition. Our key focus
is to secure renewable electricity
for all our sites in Europe.

Source: ING Research based on company information

Most dairies in the top 20 are largely engaged in the process, but they are at different stages. Their level of engagement depends on different factors, but the
home market is a major one, with different environmental norms or social pressure depending on country of origin: in North European countries, the

environmental norms will shape the dairy future, with a possible significant herd reduction to comply with norms. In 2024 Arla is recognised as best-in-class for
having taken strong measures and clearly communicating on it.
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A new tax on cows (on their GHG emissions) in Denmark G
A response to climate change: €90/cow/year in 2030 (€225 in 2035) I ra

The Danish government will introduce Europe’s first carbon tax on agriculture.

From 2030 farmers will have to pay 120 Danish krone (€16) per ton of emitted CO2 equivalent,
rising to 300 krone (€40) from 2035 onwards.
Using the assumption that one cow emits 5.6t of CO2eq./year, a cow will be charged €90, a farmer with
100 cows will pay €9,000/year in 2030 increasing to €22,500/year in 2035.
Revenues from the tax will be channeled back to the sector and reinvested into green initiatives, climate
technology, and production transformation, targeting the agricultural sectors facing the most difficulty
transitioning.
Will this force the sector to look for solutions to reduce emissions? One option being to change feed
ration by using feed additives... This is the intention of the tax, but it remains to be seen what is feasible
(technology- and cost wise).
There is a consensus that the Danish government should work at the EU level to ensure collective
regulation of agricultural emissions through an emissions trading system for agriculture (ETS). The national
tax in Denmark will eventually align with such a system.

Denmark is the first to implement this, but not the first to debate these types of measures.

New Zealand had been planning such mechanism as well before changing its politics (and made great
progress in measuring the carbon footprint of each farm).

It remains to be seen if other major dairy producers would put such tax in place as well.



So what’s going on in Europe?

Major steps have been taken, but many more lie ahead

« Carbon tax on farming

» Denmark — Europe’s first carbon tax on farming from 2030

« Nitrate/phosphate reduction:

&

P 4

= NL need to speed up the buyout of farmers to prevent the Netherlands
falling foul of European restrictions. By end of 2026, farmers will be
allowed to spread far less animal waste on their own fields. It was a €20
billion package. Now it’ll be €5 billion.

= What about Ireland... and potentially more country to come

Producing more with less: more lactations, first calves after 2
years, precision feeding, selective breeding, feed additives... and in
any case, compulsory to Reward farmers for their work

EU Carbon Border Adjustment Mechanism (CBAM)

= First CBAM in the world, currently in a transition period

= Won'’t cover agriculture directly, but will apply to imported fertiliser
products

= Fully operational by 2027 - when certificate trading will commence

© Gira
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Final Thoughts
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Main conclusions
Gira

We should continue to have a constraint milk collection growth in the EU and the US

Could potentially become heavily negative in the EU due to environmental measures which should
be put in place in the next years: potential milk war

The milk price should remain high in the future: need to add value and/or to reduce production cost
Milk will continue to go predominantly to cheese:
Potentially the best valorisation for the milk: cheese + fat + whey ingredients
Cheese consumption will continue to grow:
more and more mozzarella/pizza cheese

Dairy fat price should remain high and will be mainly driven by cream
Proteins will now lead the game

Sustainability is now part of the game
Not possible to ignore it even if it has become less “visible”
Still a lot to be done
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Should you require more infos please contact

clafougere@girafood.com
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