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European Union

The European Union covers 28 European countries with varied population sizes. Consumption of beef and sheepmeat
is expected to increase in 2017 on the back of slightly improved economic conditions and lower meat prices.

Challenges and opportunities in EU for Australian Beef include:

« Australian beef through its strong presence in the « Australia’s beef access to the EU remains constrained
foodservice sector is positioned to capitalise on by low volume tariff rate quotas, therefore improving
improved spending on goods & services in 2017. market access remains a priority. Despite limited
. The demand for more convenient meals will be a access the EU is Australia’s highest value export
key driver of meat trends across Europe. Foodservice market*on a per tonne basis reaching $13,430/tonne
channels that cater to convenience are proving in 2016" and almost double the global average.
popular particularly quick service restaurants in the UK.« The ‘Brexit’ vote significantly affected global stock This report covers EU28 unless otherwise stated.
’ » rices, as the United Kingdom voted to leave the EU; EU28 — Austria, Belgium, Bulgaria, Croatia,
- Social factors such as an ageing European 5reatin an extremel attrgctive roposition for Australian ~ &Prus Gzech Republic, Denmark, Estonia,
population, animal welfare and environmental issues gan Yy prop Finland, France, Germany, Greece, Hungary,
are concerns the red meat industry is facing is likely exporters if further trade access can be granted. Irefand, ltaly; Latvia, Lithuania, Luxembourg, Malta,
to face going forward *YTD November 2016 Netherlands, Poland, Portugal, Romania, Slovakia,

Slovenia, Spain, Sweden, United Kingdom.

Population Households earning ? Households earning .?.
US$15000+ p.a. A A P Us$35000+pa.

505.9 1 196.7 104.9

in 2016 . in 2016 in 2016
¢ In million : ¢ In million households : ¢ In million households
Source: BMI Research, 2016 estimate & 2020 projection Source: BMI Research, 2016 estimate & 2020 projection : Source: BMI Research, 2016 estimate & 2020 projection
. Includes EU-28 countries . U includes EU-28 countries . Includes EU-28 countries

Australian beef exports — ./I‘ Australian beef exports — ./I‘ Proportion of key cuts ./I
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D - outside — 12%
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Total 20,841 tonnes swt Total A$ 291.9 million

Source: Department of Agriculture and Water Resources Source: A$ ‘000, MAT (Moving Annual Total) November 2015 Source: DAWR, CY 2016
. (DAWR), CY 2016 . 1 toOctober 2016. EU excluding Croatia. Source: ABS/GTA N

Australian beef exports 2 Meat consumption
by country ““I

@ United Kingdom — 37%

" 200 : 137
Netherlands — 32% : ® 2016
: 7.9 2020
: 11 1.2
:

ltaly — 22%
®Denmark — 4%
Other — 5%
° Pork Poultry Beef Sheepmeat
: In million tonnes cwt
R R Source: European Commission, Prospects for EU agriculture markets and income 2016-2026, OECD-FAQ,
. Source: DAWR, CY 2016 . . 2016 estimate and 2020 projection
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Consumption Y1

Total EU meat consumption has shown a recovery since 2014
attributed to improved economic conditions and growth in
population. Beef accounts for 18% of total meat consumption
at 16kg per capita estimated in 2016 (source: GIRA Meat Club).

The EU consumed an estimated 7.99 million tonnes of beef in
2016 with consumption forecast to decline slightly in 2018 as
beef competes with other proteins such as chicken, alternative
proteins (faux meats), and an increase in flexitarinism (occasional
consumption of meat).

Fresh and chilled foods represent a large share of customer
spending at food stores in Europe with more than 90% of raw
meat distributed sold through modern retailing (source: GIRA Meat Club).

EU meat consumption by meat types
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Beef & veal consumption by selected country — 2016 estimates

1600

1200

800

400

oy I
Uk I

o
| Austraiia |

IIII Inl_ II
© X~ > w T £ C
':%5-88:8-8 Q‘Og'am
7 2 G €S © O ®© 3 ¢ 35 a o
3 © E £ 8 £ 9 9 8 & 2 ¢ ¢
< 0 =
<8 5 E L g 0O = E o 8 &
[a} O o 5
X B
= =z

Source: Gira GMCI16, Australia figure — BMI Research
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Production Q

The EU produced an estimated 7.92 million tonnes in 2016

and is forecast to decrease to 7.7 million tonnes by 2018

(Source: European Commission). France continues to be the largest beef
producer in the region, producing an estimated 1.5 million
tonnes cwt in 2016, up 2% from 2015 and a 19% share of total
EU beef production in 2016. Germany was the second largest
producer at 14% market share following by United Kingdom (11%)

(Source: BMI Research estimates).

Beef production in the EU is driven largely by dairy herd
development with an estimated 65% of EU beef production
derived from the diary industry.

According to figures by the European Commission, by 2026
the EU will require an additional 354,000 tonnes from overseas
markets to meet domestic requirements.

EU Beef Production & Consumption
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Source: European Commission European Commission, Prospects for EU agriculture markets
and income 2016-2026.

Opportunities

European consumer confidence is improving with private
consumption® within the EU forecast to increase from USD8.8
billion in 2016 to USD9.6 billion in 2020, up 9% (Source: BMI Research).
Across key member states, economic growth and household
spending on meat is expected to increase.

* Private consumption is the sum of all household spending on goods and services
within the economy.

Annual meat sales, USDmn
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Macroeconomic variables

GDP Per GDP Per Population

2020

Population
(millions)

Country

capita | capita 2020

2016 % growth % growth
Germany 42,260 3% 0%
France 37,747 1% 2%
Spain 26,021 6% 461 0%

Source: BMI Research accessed January 2017, estimates
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A
Other suppliers @ Market Access

- Brazil is the largest supplier of beef imports to EU with 32% - Australia’s current red meat access is limited by the EU’s highly
market share, followed by Uruguay (18%) and Argentina (16%). restrictive import regime — involving low volume import quotas
Majority of beef imported from Brazil during the year to date and high out of quota import tariffs. The EUs regime is in stark
September 2016 was frozen (63%) whereas Australia imported contrast to the majority of Australia other export markets.

: ; o .
mainly chilled beef (96%) over the same period. - Current trading arrangements between Australia and EU

Beef Imports by supplier (including the UK) will remain unchanged for the next two years
(until April 2019) while Brexit negotiations are carried out.

250
: - Australia and the EU have begun procedures to secure a closer
200 bilateral trade partnership with formal free trade agreement
. - - - . : (FTA) negotiations between the two parties expected to
[ ] commence in mid-2017.
150
— -
| - - - - Beef exports are shipped under two major quotas—the High
100 i | Quality Beef (HQB) ‘Hilton’ country specific quota and the HQB
global grainfed quota.
50 « 7150 tonnes of Australian country specific High Quality Beef
. . . . . with 20% in-quota tariff.
0 :
= S o o < 0 R N - Shared access (with US, Canada, Uruguay, NZ, Argentina) to
Q S Q Q Q 5 )5 RE 48,200 tonne global grainfed beef quota with 0% in-quota tariff.
® Brazil @ Uruguay © Argentina @ Australia @ US @ Other Hilton beef quota 2015/2016
Source: Global Trade Atlas  * YTD Sep 2016 30 76%
EU Beef Imports by supplier — market share* 25
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Namibia — 6% ® Australio — 11% @ Balance @ Used % highlights quota usage
@ Botswana — 6% us — 7% Source: European Commission, Meat Market Observatory Beef and Veal
ONZ- 5:" Nam‘b‘f — 4% . Australia is a significant supplier of beef to the EU under the
Us - 5_4’ O NZ-4% High Quality Grain Fed (HQB GF) quota with 35% share in
@ Australia — 4% @ Botswana — 3% 2015/2016 (source: DAwR)
@ Other — 4% @ Other — 5% ) ’

- Australia has been a consistently high user of its HQB

Hilton Quota allocation, reaching 94.4% utilisation (6,750
- tonnes swi) in 2015-16 following 95.3% in 2014-15 and 99.8%
in 2013-14 (Source: European Commission).

Source: Global Trade Atlas, * YTD September 2016

Hilton quota utilisation rate
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@ Utilisation 2013-2014 @ Utilisation 2014-2015 @ Utilisation 2015-2016

Source: European Commission. Note: Hilton quota allocation (swt tonnes) — Argentina 29,500,
Australia 7150, Uruguay 6,300, Brazil 10,000, New Zealand 1,300, US & Canada 11,500,
Paraguay 1,000
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Market Access Overview

Trade agreements Import tariffs Competitors Volume restrictions Technical access

© A-EU FTA currently + 2016 (12.8% + 3 euro /kg . Argentina, Brazil & US/ + 7150 tonnes of Australian ~ : The European Union Cattle :
. being scoped with formal  : out of quota). : Canada have larger quota @ country specific High . Accreditation Scheme :
. negotiations between : . allocations than Australia @ Quality Beef with 20% . (EUCAS) allows Australia to :
. the two parties expected  : . under the Hilton quota. : in-quota tariff : meet the European Union

: to commence in mid-to- : : ' Shared access (with US : (EU) market requirements
: late 2017. : :  Canada Uruguay, NZ ' : for beef by segregating :
: : : : Argentir;a) to 48200 tonne © Cattle that have never been :

: global grainfed beef quota : treated with hormonal
: with 0% in-quota tariff. : growth promotants (HGPs)
: : atany time.

Source: Trade agreements, DFAT, MLA

Australian beef exports to EU — summary table Il

volume — in tonnes swt 2016 | % out 2015 | %out 5 year average | % out change 2016 vs 5-yr av.
of total of total (2011-2015) | of total
% | in tonnes swt

Total 20,841 100 23,445 100 19,155 100 ) 1,686

- Chilled 253 o7 [ 58| % 7702 92
storage
T Frozen o s 3 [eee| 4 1453 8
Grassfed 4,862 23 7317 31 8,235 43 -41 -3,374
by meat type
Grainfed 15,980 77 16,128 69 10,920 57 46 5,060

Chilled grassfed
by storage/ Chilled grainfed
meat type Frozen grassfed

Frozen grainfed
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value - in A$ 000 %

Total 291,961* 100 302,455 100 210,840 100 38 81121

; Chilld . assesy 98 | 290389 96 195307 93 | 46
e Frozen o ewe 2 [ n0ee 4 15533 7 | 60 9254

Source: ABS/GTA. 2016 = Moving Annual Total (MAT), November 2015 to October 2016.

volume — by major cut (in tonnes swt)
Topside/Inside s s [ s e ss20 8 [ 398
4 108

Striploin 2,957 14 3,459 15 2,849 15

Silverside/Outside 2,469 12 2,799 12 2,310 12 7 159
Blade 1,643 8 1,634 7 1,21 6 36 432
Thick Flank/Knuckle 1,453 7 1,605 7 1,361 7 7 91
Chuck 544 3 530 2 322 2 69 221
Total 20,841 100 23,445 100 19,155 100 9 1,686

Source: DAWR

© Meat & Livestock Australia, 2016. ABN 39 081 678 364. MLA makes no representations as to the accuracy of any information or advice contained in MLA's Market snapshot and excludes all liability,
whether in contract, tort (including negligence or breach of statutory duty) or otherwise as a result of reliance by any person on such information or advice. All use of MLA publications, reports and
4 | information is subject to MLA's Market Report and Information Terms of Use. Please read our terms of use carefully and ensure you are familiar with its content.



