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New Zealand agriculture in 2008

International influences and their impact on us

Challenges and opportunities
Responding for the benefit of clients

H___..——______h

PGG Wrightson




. ¥
vy
I;..-'. _|:.-:ru-'l._ﬂq._.’ 4 P

T o . o
B K K e I
I.-'-.-'r'l-..l_ e
i : P

Group Overview

\.___—_—-..___

PGG Wrightson




Strength in all areas of agricultural services

Annual turnover of NZ$1,300 million (US$900 million)

90,000 farmer clients

Leading agri-business brands

Growing operations and profile in Australia and South America

Resources to invest in new ways of doing business

PGG Wrightson Purpose : “To make our clients more successful by
improving their productivity and profitability”
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PGG Wrightson operates in four business divisions each growing from a

position of strength in New Zealand
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Largest Livestock broker
290 Livestock reps nationwide .
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Rapidly growing Finance business
Loan assets more than $500 million <
Growth at 27% perannum R ural
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-- Seeds and Graln

#1 posmon in Southern Hemisphere for forage-rpas
seed A e

Investing in developing new cultivars through
partnerships with world leading researchers

Key technology In pasture based farming systems* .
Animal Health & Nutrition :
t supplier of molasses
s — enhanced productivity and animal health
lon in disease and parasite treatments.
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Farm Management

Farm management business operating NZFSU assets
Further Growth

Aspiring to full services model

Considering diversification into Brazil
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NZ Farming Systems Uruguay
Established in 2006 to capitalise on ‘
- Rising milk prices and demand internationally

R Potential to boost productivity an { e p “lana Bl
0 11% shareholdinggnd_managdmﬁ‘h‘ P
Wool Partners International
Largest wool broker, with 30 reps nationwide
Partnership with wool growers — 40% sh
Seeking to lift returnsithrough brandi .I

NZ Merino
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New Zealand
Agriculture

In 2008
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Sectors

Pastoral

Premium quality lamb,
sheep, beef and venison

Dairy

Whole milk powder,
butter, cheese

Horticulture & Arable

Wine, kiwifruit, apples,
pears, barley, wheat

US$3.0b

US$4.6b

US$2.2b

Livestock herd:

— Over 60m sheep
— 4.4m beef cattle
—1.4m deer

New Zealand dairy herd
of ~3.5m cows, exports
include

— 670,000 tonnes WMP
— 360,000 tonnes butter

— 300,000 tonnes
cheese

2008 exports will
include:

— 100m trays of kiwifruit
— 85m L of Wine

— 531,000 t of
vegetables

— US$100m grains &
seeds

38% of global sheep
meat

8% global beef trade

23% global dairy export
market

US$1.3b of exports in
2007, up 7% from 2006
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1 Source: Ministry of Agriculture and Forestry “Situation and Outlook for
New Zealand Agriculture and Forestry”, August 2008
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Demand

A netincrease in global
population of 2 people per
second expected over the

next 40 years

* As 80% of the world’s
population hurtles up the
Income scale, food
consumption per capita is
soaring
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Key demand drivers include:
— Rising income per capita in non-OECD
countries

Urbanisation and the associated
changes in diets and tastes in Asia

Increasing presence of western retalil
chains in Asian countries

Population growth expanding the
consumption base

Dissemination of belief in the health
benefits of dairy based products

Increased oil revenues in Middle Q;;‘
Eastern and South American countries b4

=i
ﬁ

PGG Wrightson

Source: Food and Agriculture Organisation of the United Nations




Supply

e Food production slipping
— Arable land decreasing
— Productivity yields falling

— Solil erosion
— Water shortages
Climate variability
Land conversion for biofuels
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Challenges
and

Opportunities




Dairy remains in the box seat
Great progress in running it on much more commercial terms
Integrated supply chain provides a link from the customer back to
producer

Increasing use of science and technology, and skilled managers and
staff, complementing competitive advantage

Opportunities to leverage expertise — eg: NZ Farming Systems
Uruguay




Dairying

$s per kilo of milk solids

2003 2004 2005 2006 2007 2008 2009
forecast

Source: Fonterra Milk Solids Payment




. but most of agribusiness is in a state of flux
A lack of integrated supply chains, and thus poor economics
Too much inefficiency
Inadequate selling structures and market prices

On-farm investment in science and technology inhibited by the current
situation
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Sheep and Beef

Farm profit before tax
12 months to 30 June
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Source: Meat and Wool New Zealand Economic Service USD75



Source: Meat and Wool New Zealand Economic Service




Source: Wool Industry Network

Why?

Lack of investment in
targeted marketing over the
past 10 years

The Wool Industry didn’t
react to combat the threat of
Nylon

Limited R&D spend resulting
in few new products
developed in the past 10
years — with Icebreaker
being the exception




Drive the changes needed to enable New Zealand farmers to
receive sustainably higher returns

Improved supply chains
Innovation through science and technology
Better marketing and market information

Deal with emerging issues and concerns

Climate

Emissions trading scheme

Other environmental sensitivities and regulation — eg: water
Adjust to international market and consumer trends

Quality and reliability — all year-round

Traceability

Environmental, social and animal welfare ethics







Responding for the
Benefit of Clients




At the industry level...

Building the relevance of our total offering

Investing in R&D for the products of the future

Creating options for portfolio investment
Engaging with other participants in agriculture to help effect the
changes necessary to improve returns

Leadership where necessary and appropriate
Investment where our interests and goals are aligned
Innovation where the current system is part of the problem
Creating integrated supply chains that provide clear links from the
market to farmers and growers
Eg: NZ Merino, Velconz, Wool Partners International, Silver Fern Farms
Requires the combination of farmer/grower expertise and capital with
commercial skills and capital.

Overriding goal is for NZ agribusiness to be successful (not just
competitive) on the world stage







INFINZ Conference
Looking Over The Horizon
September 2008




