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A Concentrated Industry:
China produces and consumes over 46%
of world pork

Top 7 producing countries:
90% of world pork production

Top 7 exporting countries:
90% of world pork exports

Top 7 importing countries:
/7% of world pork imports
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WORLD PORK PRODUCTION
MAJOR COUNTRIES, 2001- 2008E
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Canada had less than 2% of world
pork production, but 20% of world
pork exports in 2007.

Exports of 0.86 million tonnes In
2002 increased by almost 20% in five
years to 1.03 million tonnes in 2007.

(despite the rising value of C$ and competition from US pork)
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Canada is the second-largest pork
exporting country in the world after
the United States, shipping pork
worth $2.4 billion to 96 countries in
2007 and the largest pig-exporting
country with sales of $0.7 billion to
the United States in 2007.
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COUNTRY

WORLD PORK EXPORTS AND IMPORTS
MAJOR COUNTRIES, 2007 AND 2008E
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CANADA: PIGS AND PORK
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Manitoba is the largest pig-
producing and pig-exporting
province in Canada, followed by
Quebec and Ontario.

Quebec is the largest pork-exporting
province, followed by Manitoba ($0.4
billion to 25 countries in 2007),
Ontario and Alberta.
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MANITOBA PORK EXPORTS BY COUNTRY
VALUE, 2005-2007
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Annual pig production in
Manitoba increased from 1.26
million head or 8.8% of Canadian
production in 1980, to 9.45 million
head or 30.4% in 2007.

The value of Manitoba pig
production was as high as $1
billion in 2004 and 2005 when
prices were strong, but fell to

$0.8 billion in 20Q7. .5
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NUMBER OF PIGS PRODUCED BY PROVINCE
2007

(% of Canada , million head)

SASK. 8.7%2.7 MANITOBA 30.4% 9.4

ONTARIO 23.3% 7.2 B.C.1.0%0.3

ALBERTA 11.7% 3.6

ATL. PROV. 1.6% 0.5
QUEBEC 23.3% 7.2

Data Source: Statistics Canada, author’s estimates 1 2
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The quality of Manitoba pigs has always
been among the best in Canada.

Manitoba sows are the most efficient
producers of pork in Canada.

(In 1982, on average, each Manitoba sow produced just
over one tonne of pork (carcass wt). In 2002, a sow
produced almost two tonnes of pork, while in 2007, a sow
produced 2.4 tonnes of pork compared to the Canadian
average of 1.8 tonnes of pork per sow.)
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There were 21.1 million hogs
slaughtered in Canada in 2007, of
which 4.4 million hogs or 20.9% were
slaughtered in Manitoba plants.

With expansion at the two largest
plants, the Manitoba kill Is increasing
and could reach 4.7 million hogs In
2008 and over 5 million hogs in 2009.
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THOUSAND HEAD

INSPECTED HOG SLAUGHTER
BY PROVINCE, 2006-2008P
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THOUSAND HEAD

MANITOBA HOG SLAUGHTER
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e Canada exported almost one-third of
the 31.3 million pigs sold in 2007.

e Canada exported 6.72 million weanling
pigs In 2007, of which 4.48 million or
two-thirds were from Manitoba and
17% from Ontario.

e Canada exported 3.28 million
slaughter hogs in 2007, of which 1.51
million or 46% were from Manitoba.
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PIG (UNDER 50KG) EXPORTS TO U.S.
CANADA AND MANITOBA, 2001-2008P
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PIG (50KG AND OVER) EXPORTS TO U.S.
CANADA AND MANITOBA, 2001-2008P
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Despite the recent downturn In
prices, pigs were still the most
valuable agricultural commodity
In Manitoba in 2007, followed by
canola, wheat and beef cattle.
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MANITOBA FARM CASH RECEIPTS
BY COMMODITY, 2007
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Directly and indirectly, the pig and pork
industry in Manitoba provides over $2
billion of economic benefit and 13,000-
14,000 jobs* In the province annually.

(*5,650 direct jobs in pig production and pork processing and about
7,500 direct/indirect supplier and induced jobs due to the pig/pork
Industry)

The pig industry provides a market for
Manitoba barley, feed wheat and corn,

canola and soy meal.
- -
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MANITOBA PIG INDUSTRY FLOW CHART, 2007

SWINE GENETIC COMPANIES

—-

A 4

A 4

SUPPLIER JOBS (direct/indir): 3,400
INDUCED JOBS:
1,700
ANNUAL OPERATING/CAPITAL
COSTS: (3 M)
TOTAL.: 915
FEED: 485
OTHER OP: 210
FIXED: 150
FABOUR: 70
MANURE VALUE: $30-40 million

1,100 PRODUCERS
PIG INVENTORY ON JULY 1:
370,500 SOWS AND GILTS
4,700 BOARS
2,589,800 MARKET HOGS
2,965,000 TOTAL PIGS

LABOUR (person-years):
2,050
800

PAID :
r FAMILY/OTHER:

FEED INPUT: (million tonnes)

IMPORTS (head):

BREEDING PIGS: 300
OTHER PIGS: 160
INTERPROV. IN: 0.08 million

A 4

TOTAL PIG PRODUCTION
9.45 million head
$835 million

BARLEY: 1.0
< CORN: 0.4
WHEAT: 0.3
CANOLA MEAL:
0.1
SOYMEAL.: 0.3
—DRYPEAS: Ot

INVENTORY LOSS: 150,000 head

LOCAL/FARM KILL: 5,000 head

INTERPROVINCIAL OUT (head)
ONTARIO: 0.1 million

A

flor

)

INTERPROVINCIAL IN: (head)
0.85 million

COMMERCIAL PIG SALES:
9.60 million
$850 million

PIG EXPORTS TO U.S: ( million head)
<7KG: 2.68
7-23 KG: 0.34

l

>23-50 KG: 1.46
»50 KG: 1.51
TOT. VALUE: $369 million

BROKERS
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v
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PORK/PROD. IMPORTS:

FRESH & PROCESSED MARKET:
12%

12 million kg >
$51 million

—
MANITOBA

FED/PROV INSPECTED SLAUGHTER IN
MANITOBA:
4.44 million hogs
(MB-ORIGIN 3.59 million head)
420 million kg (carcass wt)
320 million kg (retail wt.)

PORK EXPORTS:

> 163 million kg
$399 million

LABOUR (person-years):
<4— IN PLANT:

$T-pitiom

2,800

FRESH & PROCESSED PORK
(RETAIL WEIGHT)
170 million kg

DIRECT/INDIRECT SUPPLIER:

1,ZUU

| INRYGER prOVINCES FRESAR

PRO D MARKET:
D ks W7
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Datasource: AAFC, MAFRI, Manitoba Bureau of Statistics, Manitoba Pork Council, Statistics Canada, author’s estimates
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The number of farms with pigs in

Manitoba is declining.

(14,200 farms in July 1971 to 1,710 farms in July
2001 to 910 farms in July 2008)

Pig farms have been getting larger,

specialized and much more efficient.

(The average number of pigs on farms rose from 155
pigs per farm in 1976 to 2,995 pigs per farm in 2008)
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The Manitoba swine industry has a
much higher percentage of farms (16%)
which produce only weanling pigs
(those under 23kg) than do other
provinces (less manure).

Almost two-thirds of Manitoba pig farms
are in the Eastern and Central Regions,
east and west of the Red River.
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NUMBER OF FARMS
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Overall, Manitoba has one of the lowest pig densities of all
alar nin-nradiicina nrovinces |J S states ar calintries

PIG DENSITIES FOR SELECTED REGIONS

NO. OF PIGS PER HECTARE (arable land and improved pasture)

0 1 2 3 4 5 6 7 8
Y Y Y Y Y | Y
SASKATCHEWANA{ : : : : : : l

ALBERTA ~F

MANITOBA (by wt.of pig prod.)

MANITOBA B Plg density (Y2)

ONTARIO 5 E Arable land and im proved pasture (Y1)
oW A ' ? —

GERMANY |

QUEBEC
JAPAN

S. KOREA

N. CAROLINA
BELGIUM/LUX.
NETHERLANDS
TAIWAN

COUNTRY

: : | : | : :
0 5000 10000 15000 20000 25000

THOUSAND HECTARES

MamtobaPork 30

D atasource: various, author’s estimates




As the United States Is Manitoba’s
largest customer for weanling pigs,
slaughter hogs and pork,
the U.S. hog market directly affects
markets in the province.

(The recent local market uncertainty due to
mandatory Country of Origin Labelling (COOL), to be
Introduced in the US on September 30, 2008, has
lowered pig and hog prices and will continue to
reduce Manitoba slaughter hog sales to US plants.)
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MANITOBA PIGS*/PORK: DESTINATION AND
PERCENTAGE OF TOTAL PIG* SALES, 2007

UNITED STATES (NET) 66.1%

OTHER COUNTRIES 5.9%

MEXICO 3.4%

JAPAN 8.9%
MANITOBA 3.0%

OTHER PROVINCES (NET) 12.7%

* Manitoba-origin, converted to retail weight equivalent 32
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MANITOBA PIG EXPORTS TO UNITED STATES
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Manitoba is one of two
provinces that have the greatest
potential for expanding pig
production in Canada; the other
IS Saskatchewan.
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Manure production and
land requirements

Total animal units (A.U.) of all classes of pigs in
2006 was 408,8509.

One A.U. = 73 kg of N.

Total N excreted by all pigs in MB in 2006 was
29,847 tonnes.

Land area needed for recycling manure about
426,000 ha or about 9% of land area in crops.

Due to volatilization of N into ammonia, land
required is 300,000 ha or 6% of land in crops.

2 7

ManitobaPork

35



Consumption of fertilizer

e 46,000 tonnes of P added as fertilizer in 2005.

e | and area required for recycling P at crop
removal rates of approx.
15 kg P/ha/yr = 733,000 ha (15% of land in crops).

e Most land in MB requires fertilizers to replace
nutrients removed by crops and replace yields.

e Commercial fertilizers manufactured / imported
to fill need - nutrients excreted in manure
used instead.

e | ack of adequate distribution from areas of high
livestock density to areas mainly in crop.

ManitobaPork
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Country of Origin Labeling

2 likely scenarios:

1. Live pigs will continue to flow but at a discount of 5%

2. Live pigs will have a discount of 15%

Either level will have a consequent effect on overall Canadian
domestlc prlces exports of pork will mcrease consumptlon

Reduction of  Reductionof  ReductioninFarm !
Price Discount Ereeding Herd Hog Marketings  Cash Receipts

(thousands)  (thousands) (millions)
Five Percent 18.4 -361.7 -$208
Fifteen Percent 45.7 -898.0 -$504
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HOG MARGIN OUTLOOK

Meeting Your Marketing Needs

!

Manitoba

PORK MARKETING

Monday, January 07, 2008 <=
Month Jan Feb Mar Apr May Jun Jul Aug Sep
Fixed Forward Range 9644 103.16 | 105.00 123.26 12418 | 12364 12232 | 1772
(Maple Leaf Sig. #3) 102.28 104.11 123.26 126.48 130.53 | 127.64 129.66 | 122.91
Estimated Hog Margin -15.45 -13.88 -13.53 -13.07 -9.33 -2.71 -1.67 -4.13 -3.96
Wednesday, August 7, 2008

Month Aug Sep Oct Nov Dec Jan Feb Mar Apr

Fixed Forward Range 139-.91 1371.84 134.-96 134.?1 139.02 147.11 146.82 150.66
(Maple Leaf Sig. #3) 14313 | 14217 | 137.84 | 138.80 | 14528 14817 | 147.78 | 159.79

39




[EEY

(©)]

o
|

140 —

120 —

$/100KG (Index 100 dress. wt. incl. premiums)
S
o
|

80

MANITOBA SEASONAL HOG PRICES
2006- 2008E

2006
2007 actual and proj. Dec
------ 2008E (based on CME futures Dec 19) and US$1.01

Jan

| | | | | | | | | |
Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Datasource: MAFRI, CME, author’s est. MONTH



Strengths of Manitoba Pig Production

Extensive arable land base for manure use
(Manure, a valuable resource, can replace expensive commercial fertilizer)

Historic interest and efficiency in pig production, strong management abilities

High health status and quality of Manitoba pigs, traceability, excellent
quality and safety of pork

Ample feed supplies (usually!) (The elimination of kernel visual
distinguishability (KVD) means high-yielding feed wheat varieties can be
grown in Manitoba)

Sufficient hog slaughter capacity and markets for pork; large positive

Impact on economy
™ \ e
e
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Weaknesses of Manitoba Pig Production

Reliance on U.S. market - current uncertainty due to mandatory Country of
Origin Labelling (COOL) to be introduced on September 30, 2008

Often feed-deficit areas in Manitoba due to excess moisture or drought -
higher cost of imported feed

Need for total compliance with strict environmental regulations - extra costs
compared to other provinces/states. Animal welfare concerns — extra costs?

Odour and barn siting issues - negative image of “factory farms”

Threat of disease (e.g. FMD), contamination - rejection of pigs and pork by

importers
N \
e
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2007 Summary

Total economic impact of pig/pork industry —
$2 billion.

About 13,000-14,000 jobs in Manitoba due to
nig/pork industry.

Production of 9.45 million pigs worth $0.84 billion.

Hog slaughter/pork processing output of about
$1.1 billion.

Important weanling pig export sector — 4.5 million
pigs, $0.2 billion. Slaughter hog exports

$0.2 billion. N N\~
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Future of Manitoba’s Industry
Modest growth in pig production, 1-2%.

Increased finishing of weanling pigs,
over 4 million head available!

Increased hog slaughter at Manitoba
plants to close to 6 million head by 2010.

Increased pork production and exports,
especially consumer ready products.

-~ mw
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