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REPORT FROM CANADA BEEF

Retall Sector In Canada
Ithas baen an impressive year for grocery sales in Canada, up
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Updates on Canada Beef

135% from January to May. With more cpportunity to work and e activities in Japan, China, Mexico
d cl from he i likeh L S
peiivichtoribiat = and other international markets.
I | demand and tamp: in &% \ A\ -~

Market Development Activities in
Canada and highlights from the
Canadian Beef Centre for Excellence.
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March and April were slow ta impact etail beef prices. The
retail price of beef rose sharply to CON22.82/kginto June to
be 8% higher than May 2020, and 16% higher than June 2019
The price decreasad 6% from June to CONS21.547kg in July.

In July 2020, the retail beef price was up 12.9% over July
2019 Allindex cuts showed year over year increases: bone-
llss biade roast was up 20.5%at CONS1849/kg, stewing
beef was up 18.19% at CONS 18.31/kg, ground beef was up
15.19% at CON$12.50/kg and prime rib roast was up 12.5%at
CDN$37.09/kg. Sirloin steak was up 10.3% at CDN$34.45/kg
and round steak was up 4.5% at CON$18.39/kg.

The struggling chicken price sharply contrasted the surging 5
bach of swich I Chickan prices o Presicential Offce Buiing in Taipe, Tainan

Indicator Change Last 3 Mth Prev3 Mith
Consumer Confidence us 122
Currency (Vuan =1US$) 696 7.1
Inflation (%) 253 426
Interest Rates (%) 385 395
Unemployment (5%) 576 603
Stack Market (SCI) 3243 2826

residents to resume their normal lives at an earlier date.
ecf(value USS29M). Hong Kong imported 1,114 tonnes of Canadian Beef (value
76% drop, (-77% on USS 6.35M) in July, up 9% compared with July 2019, thanks
JSbeefsales benefitting 1o the resumption of the Canadian Beef supply. Canadian
sues with Canadian beefimports in Hong Kong are ikely to grow with bath
andemic. Import supply and price stability. Monetheless the pandemic

e unpredictable as evalvement in both Hong Kong and overseas, and more
st.The evolvementof  strict controls on the grey channel from mainland China,
icand control MeasUres  may bring uncertainty to beef import trends going forward.

f 2.5% in volume and up 1.1% in value from Py imited Canadian
August 2019, Federally inspected slaughter foe na also limit supply.
& & - Retail Sector Conditions
) numbers in August were down 2.7% from . on Australianbeef and (vl C i Taparts and eonsumer concerns about
N last year. Fed cattle slaughter was down 1% 15, as well as Chinas N . -
N s imported frozen products continue to impact retailsales
from 2019 numbers, while non-fed slaugh- will bring opportunity.
Broce B f s Retailors remain cautious about introducing or promoting
k) b= ter was down 14%. Beef exports seem to 8 5 to contain the 3% imported frozen meat products. As more samples of
have peaked in July with a slight decrease in Jeand the dailynew  imported frozen products tested positive, and after a
August but remain slightly above 2019 exports. On the domes- ), Sigits. The government  SUPermarket staff member tested positive for COVID-19in
tic front, foodsenvice continues to recover with growing foot s OVID-19 on Sept. 1 Shenzhen, more measures and testing have been putin
traffic and other economic actvities are a positive influence. o place at produce markets, supamarkets, food companis,

two weeks in the hope
Jan Feb Mar Apr May n Al Au Sep Oct Nov DX yic patientsinthe cold storage facilities and cold-chain lagistics firms. This

REPORT FOR AUGUST 2020 YTD TRADE

August Exports Stabilize Slightly Above 2019
T Canadian beef exports for August 2020
‘were 40,151 tonnes ($278 Million), up a5

‘Canadian Monthly Beef and Veal Exports

Syravg mEE2019 —a—2020

Thousand Tonnes

Year to date, January through August 2020 beef exports at

270,152 tonnes valued ot $2.09 bilion were down 6% in onmirn wconomy to reviveand  includes employees and local residents. Retail buyers are:
volume and down 19% in value from the same period in 2019.
rket Status Dashboard® re—
xdtor Food Service Sector Import/Distribution
Domesti p Beef August 2020
Canadian Ic .d f"d Veal w"“s - Ll s | Me Price | Restrictions Volume Price  Restrictions Volume Price
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[N cov is27m isoem0 1 4S% 211611 202089 7 99% $720  $791 9 voh [T VeryLow [NSw— Average
FE  sox  2unis a2 o mam w2 oen s s oo e G o
CETEM  200% 259 69993 5 4% 903 B 3 204% $1024 815 7
sge Avenge  None Average  None Average  Average
291% 8373 59150 4 267% 10539 772 4 32%  $191  $166 10 verge i
c 4%  SBA12 59 5 s0a% N4 Se0 5 1ee%  ses s 6 o o Rl
83% 26889 24667 6 13% 3559 3604 6 94% §155 3684 13 Confidentiat Not for istribution
E  2c60% 428 15686 7 3%66% @ 277 7 62% %68 577 14
TR  es% 16314 13307 8 -156% 1978 166 9 35% 3826 $L97 &
(TN 6% 9255 1060 9 122% 72 865 10 22% S0 31226 4
t 649% 430 7439 10 762% a9 S 17 64% $1357 81270 3
a 68.8% 3,001 5065 17 106.0% 134 276 13 -181% $239 $1834 1
1084.2% 291 3402 12 951.1% 19 200 14 120% S1509 31690 2
hitippines  [NETETA 516 2363 15 7mi% 1580 302 12 1087%  $331 5691 12
nited Arsb Emirates [EESIA 1 B e s 1% sua s s o
[angola R 5 es% e 166 5 f03%  S0%7  Si7 is
" 227% 273% 853 6200 6%  $175  $187
Grand Total 12% 2. .8% 292955 270,152 7.1%  $1.23
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i North American Drought Monitor §

%
* O\

https://www_ncdc .noaa.gov/temp-and-precip/drought/nadm/

August 31, 2021

Released:Friday,September 10, 2021 ” Analysts:

Canada -Trevor Hadwen
Alyssa Klein

Mexico - Minerva Lopez
Yenifeer Loranca

U.S.A. - David Simeral
Brad Rippey*
Mark Brusberg

(" Responsible for collecting analysts’
input & assembling the NADM map)

Intensity: =

DO Abnormally Dry
D1 Drought - Moderate
M o Drought - Severe
D3 Drought - Extreme
D4 Drought - Exceptional
Drought Impact Types:
~ Delineates dominant impacts
S = Short-Term, typically <6 months
(e.g. agriculture, grasslands)
L = Long-Term, typically =6 months
(e.g. hydrology, ecology)

..
&
o]

The Drought Monitor
focuses on broad-scale
conditions. Local
conditions may vary.
See accompanying text
for a general summary.
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M Agricutiure &\d Agricuiture ‘I
. CONAGUA N Food Cattas:, Adtaiminisis Cansda Regions in northern Canada may
COMLINN RACINSL He1 BEV I Ervironment and Emaronnemant et b h .
Climate Change Carada  Changemen: ¢ matique Canada not be as accurate as other regions

due to limited information.
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Source: Alberta Agriculture

AB Hay prices jumped in June and July to be back at thé Q 2020
levels: Reports have been as high as 5200/ton
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Number of Head
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Cow slaughter is up 11% YTD, expected to increase tAhr_‘oughout

fall: Cow marketings projected to be back at 2019 levels
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Barley up 80.5% at $421/tonne, Ontario corn up 67% at
$346/tonne and Omaha corn up 95% at CDNS333/tonne

Feed Grain Prices .
Weekly Canadian Dollar
tario C Lethbridge Barl — — —OmahaC
Ontario Corn —o— Lethbridge Barley Omaha Corn ———e5yrAvg 2020 2021
$425 0.8400
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Thousand Head

Source: Canfax COF
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September 1 COF up 19% or 145,000 head from last year and up

242,100 head from the 5 yr avg

Alberta and Saskatchewan

Cattle on Feed
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Pounds

Carcass weights generally current going into Q4

Supported by good feeding conditions

Canadian Weekly Steer Carcass Weights
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= Non-Fed # Feeder
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Cattle Exports Have Shrunk to a projected 477,000 head
YTD Net feeder importer of 166,000 feeders

Live Cattle Exports Live Beef Cattle Imports (excluding pure-bred

breeding) from the United States
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Total Beef production is projected to be up 7. 4% N 2021
Feedlot expansion and increased packer utilization (93%) driving

production

Canadian Beef Production Canadian Federally Inspected Slaughter

Estimated Utilization Rate
M Live Slaughter Exports B Domestic Slaughter
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Strong basis levels: Fed Basis Levels Back to Normal?

Alberta Fed Steer Basis

Alberta Annual Fed Steer Basis _
Alberta/Nebraska in Cdn S - Cash to Cash

Alberta/Nebraska in Cdn S - Cash to Cash

» (e S5 YT AVE e em 02010 2020 emmgu— 2021
$30
0 $20
E (53) Eslg
%‘ ($6) 2(510)
(59) ©($20)
($30)
(512) ($40)
($15) —> yr avg (2016-2020) 1 5 9 13 17 21 25 29 33 37 41 45 49 53

Source: Canfax

88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20

F' - R




$170
$160
$150

$140

Cdn $ per cwt

$130
$120
$110

$100

Source: Canfax

Fall Price pressure: Drought expected to bring more calves to market
Alberta Weekly Fed Steer Price
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Thousand Tonnes (product weight)

Beef Exports up 24% in volume and 28% in value from

Jan-July 2021

Canadian Beef Export Volume
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Source: Statistics Canada, CFIA

E ,E;port volumes increased to the U.S. (15%), Japan (31%), Mexico (102%), mainland China (134%), SE Asia (382%?,'!?% (71%!! *\

) the EU (56%), and MENA (60%). Year-to-date exports declined to Hong Kong and Macau (-30%), Taiwan (-48%), and

H U.S. B Mexico B China +HK  Japan m S. Korea MENA = Other
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Source: Statistics Canada, CFIA

Canadian Beef Export Value
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Strong monthly volumes supported by growth to Japan, China, SE
Asia (Vietnam, Philippines) and South Korea

Canadian Monthly Beef and Veal Exports Canadian Beef Export Volume
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Imports down 16% from 2020 and up 8% from 2019 (Ja.n-JuIy):
Volumes in 2020 were to backfill lack of cow slaughter

Canadian Monthly Beef and Veal Imports
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Canadian Beef Imports
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: :Wort volumes declined from the U.S. (-10%), the EU (-6%), the UK (-40%), New Zealand (-23%), Uruguay ( lia (- 47‘V- *‘

and Brazil (-13%). Import volumes increased from Mexico (3%) and Argentina (2478%).
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Import market share have shifted: away from the US and
Australia, towards the EU, UK, Uruguay and others

Canadian Beef Imports 2019 Canadian Beef Imports 2020 Canadian Beef Imports 2021 YTD
Uruguay Mexico Other Mexico O
ther
5.2% 3.9% 2.8% 4.3% _ 2.3% Mexico Othf '
Uruguay ; 4.4% 4.8%

EU + UK

5.6% 8.2%

Uruguay

8.5%

N.Zealand EU + UK
9.0% 11.5% EU + UK
10.2%

Aust Us N.Zealand and
o N.Zealan
10.6% 9.8%
’ 63.0% 10.4%
Aust Aust
Source: Statistics Canada, CFIA »
Source: Statistics Canada, CFIA 7 . 8% Source: Statistics Canada, CFIA 5 . 2%
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Tight Global Beef Supplies & Market Access issues

* U.S. * Argentina — Export ban
* Beef Production +3.4% YTD * Cap at 50% of 2020 levels
e Strong exports +21%
* Per capita beef supplies steady

* Brazil — Atypical BSE Case
* Bans by: China (48%), Egypt (3%),

* Brazil Philippines (2%), Saudi Arabia (2%),
e Slaughter -8% YTD Russia (1%), Indonesia (1%)
+ Production -5.4% 21p & Exports -5.5% * |ssue of disputed product on water

(will it be accepted?)
* UK — BSE case (Sept 20)

* Had resumed exports to US in Sept
2020

* Australia
e Slaughter -27% YTD
e Exports -19% 1H 2021
e Cattle prices reached new highs

v 2% x B — &
CANADA BEEF




50% Trim at $138/cwt is 220% higher than last year’s $43/cwt
85% Trim at $258/cwt is 37% higher than last year’s $188/cwt

US Weekly 50% Trim Values US Weekly 85% Trim Values
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Source: USDA Source: USDA
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Summary

* Drought is going to result in liquidation of the cow herd
e Larger supplies short term (3 months)
e Tighter supplies long-term (2023 and beyond)

* Total Beef Production +7.4% 2021p

* Domestic production +11.4% & Live Slaughter Exports -19%
e Supported by US feeder imports & packer utilization levels

* Net Beef Exports supported by larger production & strong
international demand

* Tight global beef supplies and market access issues limiting imports

v br’ *‘
24 CANADA BEEF
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Real Gross Domestic Product
compared to Q2 2019

- Contraction in house sales,
and exports of auto parts

- GDP is expected to be up
6.3% in 2021
- Butdown 5.3% in 2020
- So up 1% from 2019

Trillion CDN Dollars

: Q2 2021 contraction (-2%)

2.2

2.1

2.0

1.9

1.8

1.7

1.6

1.5

Canadian GDP

o e=)0]9 e—)020 ———32021

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

Source: Statistcs Canada

E&"

g - - -
. . *
— CANADA BEEF



@ Employment change @Unemployment rate
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Forestry, fishing, mining, quarrying, oil and gas
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Household Disposable Income: +2.2% from July to August 2021

Every 1% increase in
disposable income leads
to a 0.54% increase in
beef demand
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Consumer Confidence and the Fourth Wave

Canada COVID cases vs hospitalizations
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Consumer Confidence: Peaked in July, trending down through Q3

One year Five year
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Beef Disposition: Domestic beef production projected to be +11.4%!

Disposition of Canadian Beef

ROW B China & HK
B Mexico Japan 75% -

_ mys B Domestic Consumption
1,500 70% A

Consumption of Canadian Beef as a % of
Total Beef Production
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40%
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Source: Statistics Canada, CRS Source: Statistics Canada,

1.7% increase projected for domestic consumption, which would be the sixth consecutive year of increase
The percentage of production going to the domestic market is down 4 percentage points from 2020
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Beef Demand: Domestic beef demand projected to be +0.9%
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Wholesale Demand: Choice and Select cutouts up 39% from the
three-year average YTD for Q3 (July and August)
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Slaughter and Grading: January through July production of
Prime+AAA is up 11% from same period 2019.

. % 4

) ) 0
Canadian AAA+Prime as % of all A Grades USDA % Choice+Prime
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Supermarket Sales: Demand firmly rooted in retail, +1i.2 in the
Q2 compared to Q2 2019

Super Markets and Other Grocery

Million CDN Dollars

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

H 2019 m2020 = 2021




Retail Beef Prices: YTD (July-Aug) retail beef price +2% from 2020

and +9% from 2019

Retail Beef Prices (Not Deflated)
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World Food Price Inflation

M Price increase less than 2% B 2-5% H 5-30% B >30%
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Source: World Bank, Global AgriTrends




Retail Price Ratios: Moved down in August to normal ranges

Relative Price Ratios of Meat at Retail

==m==Beef/Pork ==¢==Beef/Poultry
Beef:Chicken = 2.69 August 2021 vs. 2.67 3-28
August 2020 and 2.59 August 2019 390 M
3.00
Pork is at it’s second highest price on record 2.80
since 1979, keeping beef:pork relative price 5'28
ratios in check 520
2.00
Beef:Pork = 1.51 August 2021 vs 1.53 in August 1.80 T - =
2020 and 1.44 in August 2019 128 17 R LTy i
1.20

Jan-16
Jul-16 7
Jan-17 7
Jan-18 7
Jan-19 7
Jul-k19 1 =
Jan-20 7]
Jul-20 7
Jan-21 7
Jul-21 7

Source: Statistics Canada
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Food service: June 2021 sales up 25% from June 2020, but down
20% from June 2019.

Canadian Food Service Sales

Million CDN DOllars

Dec

i Special Food '19 & Full Service '19 = Limited Service '19 ™ Special Food '21 ™ Full Service '21 ™ Limited Service '21
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Summary

Bullish Bearish

- More money, more people, more + Consumer confidence (4" wave)

middle class consumers * Increased business costs (e.g. labour)

- Nationwide - decreasing driving up prices

hospitalizations * Food service demand — will it be the
» Capital investment - restocking same
« Higher domestic beef demand * The end of government transfers?

« Ample supply of high-value beef
» Retail price ratio decreases
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Thank-you

Questions??

- *
g CANADA BEEF



