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China’s Macro Economy Overview
Per Capita Annual Expenditure

Per Capita Annual Expenditure (China), 2018-2027&
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+ Associating with the increasing annual disposable income, Chinese per capita annual expenditure increased from
RMB19,853 in 2018 to RMB24,538 in 2022. As impacted by the COVID-19, the per capita annual expenditure in China
declined slightly by 1.6% in 2020, yet still represented a CAGR of 5.4% from 2018 to 2022.

- As supported by the growing per capita disposable income in the forecast period, the per capita annual expenditure is
expected to reach RMB32,084 in 2027, with a CAGR of 5.5% from 2022.

Source: National Bureau of Stalistics, IMF (Apnil 2023), Frost & Sullivan
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China’s Macro Economy Overview
Comparison of Meat Consumption Per Capita

Meat Consumption Per Capita by Major Category (China), 2018-2027E
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China has enjoyed rapid economic growth over lhe past five years. One of the significant changes has been the sustained growlh in meat consumplion. Along with
the improvement of living slandard and the increase in meat consumption, Chinese consumers’ demand for animat-based prolein conlinues to grow. Despite the
impact of the COVID-19 pandemic and African swine fever, China's appelite for overall meal consumption is growing steadily, and the meat consumption
momentum is expected to continue as disposable incomes increase

According to the Organization for Economic Co-operation Development and the Food and Agriculture Organizalion (OECD-FAQ), the major calegories of meat
consumplion in China refers to pig meat {pork), poultry meal (poultry), beef and veal (beef), and sheep meat (mutton), Pork and chicken being the lwo primary
sources of animal protein for people in China and having long dominated the meal consumption market. Pork is curenlly the most consumed meat in China, wilh
approximalely 28.5 kilograms per capita in 2022, accounting for 55.7% of tolal major meat consumplion per capita. Poullry is the second most commonly consumed
meat, with approximately 15.2 kilograms per capita, occupying 29.7% of lotal major meat consumption per capila in the same year. The beef consumplion per
capita expanded with a CAGR of 3.9% from 2018 to 2022, reaching 4.2 kilograms in 2022, with market share increasing from 7.3% in 2018 to 8.2% in 2022. In the
future, pork consumption per capita in China is expecled te maintain a steady pace, representing a CAGR of 1.6% from 2022 to 2027. By the end of 2027, pork
consumplion per capila is lill expecied to account for the largesl proportion of 5§7.7% in terms of meal consumplion per capila in China. For the per capita
consumption of poultry, beel, and mutlon, the figures are expected to reach 14.9, 4.2, and 3.4 kilograms per capita in 2027, respeclively, showing a CAGR of -0.4%.
0.0%. and 0.6% from 2022, respeclively.

Source: National Bureau of istics, Organization for E ic Co-operation and Devel Food and Agni O ization ({OECD-FAQ'). Frost & Sulflivan
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China’s Macro Economy Overview
Comparison of Per Capita Pork Consumption and Chicken Consumption

Comparison of Per Capita Pork Consumption and Chicken Consumption
(U.S., China), 2018-2027E
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Pork has traditionally been the primary meal for Chinese consumers. As one of the mosl important parts of Chinese meat consumption, per
capita pork consumption has maintained relatively stable growth in the past five years. Due to the African Swine Fever, lhe pork
consumption in China temporarily declined in 2019 and gradually recovered in 2020. China's per capita pork consumption has decreased
from 30.3 kilograms in 2018 to 28.5 kilograms in 2022, with a CAGR of -1.5%. The CAGR is expected to reach 1.6% in the next five years,
with per capila pork consumption of 30.8 kilograms in 2027, mainly as a result of pork being the primary protein source for Chinese
consumers and the gradual recovery of pig breeding and farming industry from African Swine Fever. Per capita pork consumption in the U.S
has been increasing steadily from 2018 to 2022, increasing from 23 3 kilograms to 23 7 kilograms

Per capita chicken consumption in China reached only 11.4 kilograms in 2022, far less than that of ihe U.S. However, the per capita chicken
consumption in China is expecled to have a fasler growth, at a CAGR of 4.6% from 2022 to 2027, compared to that of 0.7% in the U.S..

Source: National Bureau of Statistics, OECD-FAO, Frost & Sullivan
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China’s Macro Economy Overview

Comparison of Per Capita Pork Consumption and Chicken Consumption (Cont.)
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+ Demand for pork, which is the preferred meat choice among Chinese consumers, shows remarkable resilience in the face
of broader economic factors. Pork has enormous significance in Chinese cuisine and culture, which serves as a stabilizing
force that mitigates fluctuations in demand due to economic pressures. Furthemmore, changes in Chinese consumers'
dietary preferences for protein and safe pork products will continue to strengthen the pork industry, which will not only
boost demand for pork products but also stabilize pig prices. Looking forward, given that the demand of pigs in the PRC is
expected to remain resilient in the future and the supply of pigs is expected to stabilize at a normal level as the impact from
African Swine Fever decreases, the average market price of pigs is expected to be steadier compared to that of previous
years, with a modest overall increase from 2023 to 2027. This resilience and growth are deeply rooted in the enduring
importance of pork in Chinese traditions and the growing consumer preference for protein and safe pork products.

Source: National Bureau of Stalistics, OECD-FAO, Frost & Sullivan
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China’s Macro Economy Overview
Comparison of Per Capita Meat Consumption

Comparison of Per Capita Meat Consumption (China v.s. U.S.), 2018-2027E
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The per capita meat consumption in China maintained a steady growth from 2018 to 2022, increasing from 49.3 kilograms per capita
in 2018 to 51.2 kilograms per capita in 2022. The per capita meal consumption in the U.S. represented a CAGR of 0.9% during the
same period, rising from 99.3 kilograms per capita in 2018 to 103.0 kilograms per capita in 2022. Compared with the per capita meat
consumption in the U.S., the per capita meat consumption in China have relatively lower per capita meat consumption and far less
than that of the U.S., which shows great potential in the future.
From 2022 to 2027, the per capita meat consumption in China is expected to increase from 51.2 kilograms per capita to 53.4
kilograms per capita, showing a CAGR of 0.8%. While, the per capita meat consumption in the U.S. is predicted to increase al a
CAGR of 0.5%, reaching 105.6 kilograms per capita by the end of 2027.

Source: OECD-FAOQ, Frost & Sullivan
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China’s Pig Breeding Market Analysis and Competitive Landscape
Definition and Classification of Plg Breedlng (1/2)

The specialized synthetic pig breedlng syslem mcludes lhree main Iayers WhICh are GGP GP and PS

. Great Grandparent (GGP): the first layer purebred mating pigs in specialized synthetic pig breeding system. GGP can be further divided into Nucleus
and Multiplicalion Groups according to their function in the breeding system.

. Grand Parent (GP): the second layer purebred mating pigs in specialized synthetic pig breeding system.
. Parent (PS): the third layer in specialized synthetic pig breeding system.

Breeding pigs mainly include purebred pigs and two-breed crossbred sows. Breeding pig resources, also referred to as the “chip” of the pig breeding industry,
is the most importanl aspect for pig breeding.

. Purebred pigs: Pigs bred from parenls of the same breed.

> Nucleus: Pigs with premium specific genetic traits to determine the quality of generalions. Nucleus are used for farming and lesting in Lhe pig
induslry to delermine the quality of breeding pigs in the breeding system.

»  Multiplication Group: Group of purebred pigs selected from nucleus and responsible for supplying purebred stocks to the downstream, with
scale enlarged to support the downstream production of two-breed crossbred sows and market hogs.

. Two-breed crossbred sows: Sows produced by mating or hybridizing two different breeds.
Hybrid Breeding Model of Pig Breeding

Purebred Pigs (Nucleus + Multiplication)

GGP ' Duroc Berkshire Pletrain Landrace ;| : Yorkshire ;
: i ® i
12-14 Months (EXX) (M=) (ka#) : {“"Iﬁ?.‘.z
(Pure Breeding) 1 @' _ "}'
GP | Landrace :, i Yorkshire
12-44Months | B L ( l.&:?ﬁ}..; .{?t.%:t}‘
(Crossbreeding & 1 /

(Crossbreeding &
Production)

Mulliplying) 5 H Purebred Boars: Duruc (L& )*r..)/ X Two-breed
: Crossbred Sows
5-6 Months l

Source: Frost & Sullivan
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China’s Pig Breeding Market Analysis and Competitive Landscape
Definition and Classification of Pig Breeding (2/2)

« Pig breeding companies focus on finding high-quality genes through introducing high quality GGP and growing GP and
Parent-generation pigs. Compared with local breeding pigs, imported purebred pigs have better performance in reproductive
ability, feed conversion ratio and growth speed. Species of breeding pigs imported by China mainly conlain Yorkshire { % # &),
Duroc (iL:% 5), Landrace (£ 1), Berkshire ("2 £ 1), Pietrain (/{44 £), elc.

= ltis most popular and commercially valuable {o adopt crossbred sows in China's pig breeding market.

Landrace Duroc Yorkshire Berkshire Pietrain
(Ra%) (A& %) (R# %) (BRXE) (R42)

i : BEET] | | Lo
i Original Country : Ll E + + l I
: BE B —— P alin™ ] )

Carcass Lean

..... Percentage | 0% 0%% Se2k 60%-65% ~55% 65%-67%
T
...... BornjparsS owgs: ~1 ~9 11-15 102 ~10
Weight at Birth
(kilogram) 1.4-1.5 1.8 1.5 1.3 13

Source: Frost & Sullivan
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China’s Pig Breeding Market Analysis and Competitive Landscape
Industry Value Chain

The upstream of the pig industry consisls of raw material suppliers, such as feed suppliers. animal health care suppliers. and
equipment suppliers, elc.

+ The midstream of pig industry consists of pig breeding suppliers and pig farming participants.

+ The downstream of pig industry mainly includes slaughtering companies, dealers and pork products manufacturers / processors. Pig
dealers are generally self-employed individuals. intermediaries belween breeding enterprises and farmers and butchers. It is the
industry norm that breeding enterprises and farmers sell most of their markel hogs and market piglets to pig dealers

- For pig breeding and farming companies, entering slaughtering and pork product manufacturing industry can help them decrease parl
of the risks caused by price fluctuations and food quality, since hese companies have strong command of raw materials, Secondly, it
can help them save part of raw material costs as well as transportation costs of live pigs. Thirdly, it can expand the influence of these
companies. and then expand their market shares.

Raw material supplier --.., - Pig breeding and . —
i % § farming participant i -

Feed suppllers : | Pig bl:l"e'edln'g"s'qppliets Dealers

R

Animal health Slaughtering companies

care suppliers

Pig fgqqihg gq_l_nb‘_'anl-es_

Equipment i Pork products
suppliers | T RS ST : : manufacturers /
| Individual farmers : H processors
Note: Scaled pig farms (4 (£ 5325) refer to those with an annual output of over 500 heads Source: Frost & Sullivan
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China’s Pig Breeding Market Analysis and Competitive Landscape

Total Stock Volume of Breeding Pigs

Total Stock Volume of Breeding Pigs

(Million Heads})
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Breeding pigs include sows and boars. A boar can be mated with about 180 sows in average through artificial insemination;
therefore, breeding sows make up the vast majority of breeding pigs, accounting for more than 99%.

From 2018 to 2019, the total stock volume of breeding pigs in China experienced decline due to the outbreak of African
Swine Fever (the “ASF") in China over the period from August 2018 to July 2019. The figure bounced 1o 44.12 million heads
in 2022, with a CAGR of 3.5% from 2018 to 2022. In 2020, due to strong demand of pigs from downstream industries and
lack of purebred and two-breed crossbred breeding pig supply, some producers used three-breed crossbred sows with low
breeding efficiency for breeding, resulting in high feed conversion and low PSY. In 2021, the lack of breeding pigs has been
notably mitigated.

In the fulure, it is estimated that the total stock volume of breeding pigs will experience mild fluctuation and reach 43.27

million heads in 2027, represenﬁng a CAGR of -0.4% from 2022 to 2027'Soun:e: Ministry of Agriculture and Rural Affairs of the PRC, Frost & Sullivan
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China’s Pig Breeding Market Analysis and Competitive Landscape

Average Price of Breeding Pigs

Average Price of Breeding Pigs (China), 2018-2022E
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The "Pig Cycle” refers to the cyclical pork price change affected by the mismatch of demand and supply of pigs. A full pig cycle
usually lasts for around four to five years in China historically.

The price of breeding pigs mainly depends on the pigs' breed, weight and the supply and demand, and it can be affected by the
pig cycle as well. In 2019 and 2020, the supply of breeding pigs declined sharply because of the outbreak of African Swine Fever
(the “"ASF"), therefore, the average price of breeding pigs increased dramatically from RMB1,829 per head in 2018 to RMB4,528
per head in 2020. After lhe supply of breeding pigs recovered in 2021, the price fell to RMB2,401 per head, remained stable and
reached RMB2,531 per head in 2022.

In the future, as the scaled pig farming and breeding is further developed, the pig cycle is expected lo become smoother, resulting
in a more moderate pig price fluctuations. It is estimated that the average price of breeding pigs has reached the periodic peak
point in 2020, and it is expecied to reach approximately RMB2,720 per head in 2027, with a CAGR of approximately 1.5% from
2022 to 2027,

Source: Frost & Sullivan
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China’s Pig Breeding Market Analysis and Competitive Landscape
Ranking and Market Share of Breeding Pig Providers in the PRC

Top Ten Breeding Pig Providers in terms of Sales Volume of Breeding Pigs (China), 2022

Breeding pig  Sales volume of breeding Market share

Ranking providers pigs (thousand) (%)

Muyuan Foods Co..

-

Ltd. ; Note.
1 The Group's data is provided by the Group.
ompany K 104 1.79
2 ¢ pany 0 7% 2. Company K is a Hong Kong listed company headquartered in Beijing, It mainty
0 provides breeding pigs. market hogs, pork, and feeds.
3 Company F hO0:0 R 3. Company F is a privale company headquarered in Bejjing. It mainly provides
breeding pigs, market hogs, pouliry, and feeds
0,
4 Company E 97.3 1.6% 4 Company E is a pnvate company headquartered in Guangxi. it mainly raising
pany q 9
0, and providing breeding pigs and market hogs.
5 Company L 60.0 1.3% 5 Company L is an A-share listed company headquantered in Sichuan, It mainly
o, provides breeding pigs, market hogs, and feeds
6 Company J 64.0 1.0% 6 Company Jis an A-share listed company headquanered in Fujian. It mainly
o, provides breeding pigs, market hogs, pork, and feeds.
7 Company M 0.0 1.0% 7. Company M is a private company headquartered in Sichuan. It mainly raising
Y
and providing breeding pigs and marke!l hogs
0,
8 Company N 54.7 0.9% 8  Company Nis a private company headquanered in Sichuan. It mainly provides
breeding pigs, market hogs, poultry, and feeds.
[
9 Company | 52.0 0.8% 9 Company | is an A-share listed company headquartered in Beijing. it mainly
T i e i e TR e e e e providing feeds, breeding pigs and markel hogs
|_ 10 The Group 32,6 0.5% | a
Top ten 990.6 16.0%
Total 6,176.7 100.0%

- It's an industry norm that some large-scaled pig breeding companies adopt "Company-Farming Mode”, which means
some breeding pigs are only used internally and can not be calculated as a part of sales volume. For leading breeding
pig providers, the majority of breeding stock is used internally so as to maintain the cultivation of market hogs. Therefore,
China's pig breeding market is highly fragmented in terms of sales volume for external sales.

= In 2022, the Group was one of the leading breeding pig providers in China and ranked tenth, with a sales volume of 32.6
thousand breeding pigs.

+ The Group is a leading pig supplier in terms of stock of great grandparent nucleus herd and genetic material in the PRC.

Source Frost & Sullivan

Confidential
FROST & SULLIVAN e

Content

; '-China’s Macro Economy Overview
China’s Pig Breeding Market Analysis and Competitive Landscape

China’s Pig Farming Market Analysis and Competit_l_v'

China’s Pig Slaughtering and Pork Processing Market Analysis

China’s Yellow-feathered Broilers Breeding Market Analysis and Competitive Landscape

§ 6_._.'} Ch.ina’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
& ) China’s Pig and Poultry Feed Market Analysis

8 Appendix

Confidential
FROST @& SULLIVAN s



China’s Pig Farming Market Analysis and Competitive Landscape

Definition and Classification of Pigs

Pigs can be divided into two main categories by purpose: breeding pigs and market hogs.
* Breeding pig refers to male (breeding boar) and female (breeding sow) pigs exclusively for breeding purposes. Breeding
pig candidates that are not later sold as breeding pigs will be sold as market hogs.
* Market hogs (including market piglets) are pigs primarily held for trading and production of pork products, with market
piglets being small market hogs weighing between six to 25 kilograms.

Classification of Pigs

!

Breeding Pigs

}

Market Hogs

Source Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape

Major Pig Farming Patterns

B S N

« China's pig farming patiern mainly includes individual farming (& £ 4k &) and scaled farming (414 51) which can be further divided into
"Company Farming" and “Company + Farmers”. At present, China is still dominated by individual farming, while scaled farming is expected to
gradually become the mainstream in the long run. Compared with individual farming, scaled farming is easier to get through the whole industrial
chain of farming and has stronger bargaining power over the upstream and downstream. Meanwhile, it is easier to apply high-end technology and
scientific management system, so as to obtain scale effect. In 2022, the output volume of scaled farms with an annual output of over 500 heads
accounted for approximately 60.8% of the total output volume. The scale rate is expected to increase further to approximately 67.0% in 2027. As

the market share of scaled farms increases, Frost & Sullivan expects potentially milder pig cycles ahead.

Comparison of Major Pig Farming Patterns

Definition

! _Advati'i_agé ik

Company builds farming base and
employs labor force to carry out
scaled farming. and is responsibte for
bieeding, fallening and other related
process

Strong upslream cost control ability
Scienlific management syslem and
unified epidemic prevenlion
standards

Relatively high capital requirements

Company provides piglets, feed,
vaccines, elc,, while farmers raise
pigs and ensure required standard of
farming, The finished plgs or finishers
(i wesir) are uniformly recycled and
sold by the company

Easy lo scale up

Scienlific management system and
unified epidemic prevenlion
standards

Relatively low capital requirements

Require a scienlific and accurale
cooperative model with farmers and
management system

Individual farmers use their own labor
and production areas lo carry out
small-scale  farming and are
responsible for all aspects of the
farming process

Relalively low capital requirementls

Low cost conlrol ability
Low epidemic prevenlion level

Source: Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Major Model of “Company + Farmers”

A RO

The scaled farming mode! of “Company + Farmers® can be further divided into “Company + Plglet Fattening Farm and "Company + Sow
Breeding and Fattening Farm” according to the type of pigs the Company provades to farmers.
“Company:+ Sow Breeding and Fattening Farm} model is the unique model pioneered and successfully promoted ona Iarge scale by the Group
in the domestic pig farming industry.

Comparison of Major Model of “Company + Farmers”

Definition

Company + Pigilet Fattening Farm

(The No.1 Family Farm Model)}

Company provide farmers wilh weaned piglels

that cannol be cullivated as breeding stock, feed,

vaccines and drugs. The farmers falten the pigs
and relurn the finished pigs to the company for
an agreed fee.

Company +
Sow Breeding and Fattening Farm

(The No.2 Family Farm Model)

Company provide farmers wilh sows, feed, vaccines and drugs
when the farmer reaches lhe standard of the company.

Farmers are responsible for raising the sows lhey receive from
the company, as well as producing weaned piglets thal are
faltened eilher in the No. 2 Family Farm or nearby No. 1 Family
Farms.

Easy lo scale up

Scientific management syslem and unified
epidemic prevention standards

Relatively low capilal requirements

Less capital intensive and more scalable

Stronger profitability

More conducive lo the prevention and control of animal diseases
and the protection of the biclogical assets of crossbred sows
Higher entry barriers with a more comprehensive training
program for farm owners, which enables farm owners to master

more professional farming lechnologies
= Generate higher and more slable income for farm owners and
therefore providing stronger incentives with qualified farmers

= Higher production cost including land, labor,
water and eleclicity cosls compared (o
“Company + Sow Breeding Farm™ model

+ Require 2 more scientific and accurale cooperalive model wilh
farmers and management system

Source: Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Output Volume of Pigs

Output Volume of Pigs (China), 2018-2027E

900 - CRORE 03T - 120
<GAGR: 027 CAGR: 0.3% >
! R Y ; 736.8 y
693.8 671.3 700.0 693.5 708.9 " 710.0

678.3
: 80
600

40

300

Output Volume of Pigs (Million Heads)

2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E 2027E

The oulput volume of pigs (4. 54 % 7. %€ ) which includes breeding pigs and market hogs remained relalively steady during 2017 lo 2018 and decreased from 693.8

million heads in 2018 to 527 0 million heads in 2020, mainly due lo the oulbreak of the ASF in (he PRC since lale 2018, As lhe consumer demand for pigs is strong

in China, the oulpul volume of pigs strongly recovered in 2021 as lhe impact of African Swine Fever gradually faded and more pig farming companies expanded on

a larger scale. The output volume of pigs is anticipaled to increase to 710.0 million heads in 2027, represenling a CAGR of 0.3% from 2022

« The tolal sales volume of hogs is closely related lo the number of breeding pigs, especially sows. Considering the breeding cycle of pigs which is approximalely six
months, lhe total sales volume of markel hogs can be roughly predicted from the volume of sows six monlhs prior

«  The pig farming market in China is highly fragmented, where (he output volume of scaled farms wilh an annual output of over 500 heads only accounled for
approximately 60.8% of he lotal oulpul volume in 2022, as compared with over 97.0% in the United Stales. Looking inlo lhe fulure, lhe market consolidalion is
expecled lo accelerate, as lhe PRC government has made food safely and quality policies a top priorily and had continued lo adopt and enforce more slringent
induslry standards for pig produclion. This will benefit large-scale enterprises with strong core compeliliveness. The output volume of scaled farms wilh an annual
output of over 500 heads is expected to accounl for approximately 67.0% of Lhe total oulput volume in 2027

« Furthermore, lhe governmenl imposed restrictions on the lransport of pigs to prevent and conlrol the African Swine Fever, resulling in an imbalance belween lhe
supply and demand of pigs among regions. The major pig producing provinces in China include Sichuan, Hunan, Henan, Yunnan and Shandong, of which the total
oulpul volume of pigs was 561 million heads, 46,6 million heads, 43.1 million heads, 34.5 million heads, and 33.4 million heads, respectively, in 2020
Comparatively, the major pork consumplion provinces in China include Chonggqing, Sichuan, Guangdong, Jiangxi and Yunnan, of which the per capila pork

consumption was 29,9 kilograms, 28.0 kilograms, 26.0 kilograms, 24.9 kilograms, and 24.7 kilograms, respeclively, in 2020.
Source; National Bureau of Statistics, Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Stock Volume of Pigs

Year-end Stock Volume of Pigs by Category (China), 2018-2027E

CAGR 18-22 CAGR 22-27E
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+ Similar to the output volume of pigs, the stock volume of pigs (£ 4% ##¥) in China significantly dropped in 2019 due to the
outbreak of ASF. Under the promotion of the market demand and favorable policy, the whole industry resumed production actively,
and the year-end stock volume of pigs rose enormously to 452.6 million heads by the end of 2022.

* Looking into the future, with the improvement of scientific and scaled breeding and farming, the stock volume of pigs is expected to
remain stable in line with the output volume of pigs. The stock volume of pigs is anticipated to slightly decrease to 438.3 million
heads in 2027, representing a CAGR of -0.6% from 2022.

+ From 2019 to 2021, the slocks of pigs in China had gradually recovered from the fall in 2019 as a result of Africa Swine Fever, and
the lagging effect of restocking pigs led to a persistent shortage of pigs in the market, as it takes time for restocking pigs to grow up.

Source: National Bureau of Statistics, Ministry of Agniculture and Rural Affairs of the PRC, Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Historical Pig Cycle

Historical Pig Cycle (China), Jul 2006-Dec 2023*
Unit: RMB per kilogram
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“The average monthly markel prces of pigs from November lo December 2023 are esimated

- China has undergone a total of four pig cycles to date: the first cycle lasted from 2006 to 2009, the second cycle spanned from
2009 1o 2014, the third cycle covered the years from 2014 to 2018, and we are cumrently in the midst of the fourth cycle, which
began in 2018 and continues to the present.

Source: Chinaswine com (' ¥ if 8§ 33 ), Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Average Monthly Market Prlce of Pigs
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Average Monthly Market Price of Pigs (China), Jan 2017-Dec 2023*
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“The average monthly market pnces of pigs from to D 2023 are

«  The pg cycle follows the rule pork price mcreases — number of breeding sows Increases — market hogs' supply increases — pork price decreases — number ol breeding sows decreases - market hogs
supply decreases — park pnce increases Obviously. when pork price increases, mare farmers are valling to raise more pigs and, accordingly, increases the supply ol markel hogs, so the increase of markel
hogs' supply will cause pork price to go dovn,

« The price of potk 1s determined by the price of pigs Accardingly, in 2019, the monthly average pig price rose rapidly in the face of a sharp decline in pig production due to Alrican Swine Fever, as vell as
relatively stable dovmstream demand. in 2018, the average pig price reached RMB21.9 per kilogram. Entertng 2020, the average pig price fluctuated at a higher level. vath an average pnice of RMB34.1 per
kilogram, much higher than that of the pas! three pig cycles since 2006 From Januaty 2021 to December 2021. the menthly average pig price declined from RMB35 8 per kilogram to RMB16 8 per kilogram
The average price of pgs in 2021 as comp: vath that in 2020 due to relatively high average ptice in 2020 driven by the shortage of pigs in 2020 as a resull of the outbreak of African
Swne Fever. Starting in 2022, the monthly average pig price recovered and increased to RI4B20.2 per kilogram in December 2022 Wilh the elfective prevention and conlrol of Alrican Svane Fever, the
output volume of pigs recovered in 2021 and 2022, resulting in lower average markel prices of pigs of RMB20 3 per kilogram in 2021 and RMB18.7 per kilogram in 2022 The decline in pig pices from
January to May 2023 can be pnmanly alinbuted lo the interplay of supply and demand factors, influenced by he cyclical nature of the pig industry and weaker post-Lunar New Year demand. However, as
the pig supply gradually slabilizes and Ihe demand side s strengthened by the growing central frozen pork reserves, Lhere ts an anticipation of a rebound in pig prices dunng the second half of 2023
Looking forwatd, aven that Ihe demand of p:gs in lhe PRC 1s expected la be stable in the future and the impact iom African Svane Fever has decreased, lhe supply of pigs 1s expected lo relurn 1o a normal
fevel In the fulure. the average markel pnice of pigs is expecled to be more steady compared lo (hat of previous years, with a modest overall increase from 2023 to 2027

= In the future, vath the further development of scaled pig farming and breeding and the increasing concentration of the industiy, the operation of pig farms wail become more mature, the level of disease

and farm wall be improved, and pig farming companies are expecled to become less reaclive to temparary supply and demand fluctuations Therefote. the supply and demand of
p»gs wall be better matched, and the pig ¢ycle 1s expecled to gradually smooth out and the oulputl and stock volume of pgs vall be more stable, resulting in more moderate fluctuations N gg pnces

= The average pig price for lhe first five months of 2023 was RMB15 0 per kilogram
From January 2023 lo May 2023, the monthly average pig prce declined from RI!B15 4 per kilogram to RMB14 S per kilogram. Thus 1s pumianily atiributable Lo the interplay of supply and demand factars,
influenced by the cyclical nature of the pig industry and weaker demand pos!-Lunar New Year. The average pig pnices in June and July 2023 exp price with the average pig
prices dunng this pernod remained relanvely stable at RMB14 2 per kilogram and RMB14 3 per k|lagvam respecuvely However, the growang central pork reserves in mid-July 2023 played a role in boosting
market confidence and stabilizing the markel prices, which helped to achieve a more pply i ip in the market Consequently, the average pig prices has shown an upward liend
since the end of July, and the average pig prices in August has increased to RMB17 3 per kiogram. Looking 10mald grven that the demand of pigs in the PRC is expected to remain resilient in lhe future
and lhe supply of pigs is expected to slabilze at a normal level as the impact from Afrnican Swine Fever decreases. the average market prce of pigs is expected 1o be more steady compared to that of
previous years, wilh a modes! overall increase rom 2023 lo 2027

Source: Chinaswine.com (I 1254 ji

#J), Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Average Monthly Market Pnce of Plgs (Cont)

= From January 2021 to September 2021, the monthly average pig price declined from RMB35.8 per kilogram to RMB12.8 per
kilogram. Starting in 2022, the monthly average pig price recovered and rose lo RMB20.2 per kilogram in December 2022. This is
because, at the beginning of 2022, lhe pig market follows the trend of 2021 and pig prices continue to fall. The increase in the
demand and the price of pigs (including sows and market hogs) in the second half of 2022 is due to farmers' expeclation that pork
prices will increase in 2023. As a result, farmers increased the number of sows and markel pigs were raised above normal, causing
pig prices to rise in the second half of 2022. With too many sows and pigs raised by the end of 2022, pig prices and the number of
pigs raised (including sows and market hogs) are expected to enter lhe downward phase of lhe pig cycle in 2023. The annual
average price of pigs was RMB20.3 per kilogram and RMB18.7 per kilogram in 2021 and 2022, respectively.

« Fluctuation in the average market price of pigs is correlated wilh the pig cycle. With the further development of scaled pig farming
and breeding in the future, the pig cycle is expected to gradually smooth out and the output volume and stock volume of pigs will be
more stable, resulting in more moderate fluctuations in pig prices. Looking forward, as the demand of pigs in the PRC is expected to
be stable in the future, and the decreasing impact from the African Swine Fever impact, the supply of pigs are expected to recover to
the normal year level. In the future, with the further development of scaled pig farming and breeding, the pig cycle is expected to
become smoother, and the average market price of pigs as well as sales volumes is expected to be more steadily compared to that
of the previous years, with a modest overall increase from 2022 to 2026.

« The average selling prices of breeding pigs, markel hogs and market piglets generally decreased in 2021 as compared with those in
2020 due to relatively high average selling prices in 2020 driven by (i) the shortage of market hogs and breeding pigs in 2020
caused by the outbreak of African Swine Fever,

« The price of market hogs is influenced by various factors, including regional demand and supply, the quality of the market hogs, the
market channels through which they are sold, and can be affected by the pig cycle as well.

+ The pork price is highly correlated with the price of pigs. Similarly in 2019, the monthly average pork price rose rapidly in the face of
a sharp decline in pig production due to African Swine Fever, as well as relatively stable downstream demand. In 2019, the average
pork price reached RMB31.4 per kilogram. Entering 2020, the average pork price fluctuated at a higher level, wilth the average price
of RMB47.9 per kilogram, much higher than the past three pig cycles since 2006. From January 2021 to October 2021, the monthly
average pork price declined from RMB51.4 per kilogram to RMB19.7 per kilogram. Starting in 2022, the monthly average pork price
recovered and increased 1o RMB30.2 per kilogram in December 2022.

+ Looking forward, as the demand of pork in the PRC is expected to be stable in the future, and the decreasing impacl from the African
Swine Fever impact, the supply and price of pork are expected to recover to the normal year level.

Source: Chinaswine.com (W I3 4 &f 57 254)), Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Average Monthly Market Price of Pigs (Cont.)

Subsequent 1o 31 May 2023, as the pig supply gradually stabilizes and market confidence is strengthened by the growing central
frozen pork reserves, there is an anticipation of a rebound in pig prices during the second half of 2023.

The market prices of pigs and poullry are subject lo cyclical fluctuations which are driven by various factors, including supply and
demand and the outbreak of animal diseases such as African Swine Fever, according to Frost & Sullivan.

The Company’s average selling prices of pigs fluctuated with the market prices during June, July and first two weeks of August in
2023.

During the Track Record Period and up to the Latest Practicable Date. the pig and poultry markets had witnessed significant price
fluctuations.

The markel price for pigs in June, July, August and Seplember 2023 experienced moderate price fluctuations, and the average pig
prices during this period were RMB14.2 per kilogram, RMB14.3 per kilogram, RMB17.3 per kilogram and RMB16.8 per kilogram,
respectively, of which the average pig prices for August and Seplember 2023 were higher than lhe average market price of pigs in
the amount of RMB15.0 per kilogram for January to May 2023.

Subsequently. the fluctuation of the pig cycle and the growing central pork reserves in mid-July 2023 siabilized the market prices,
which helped 1o achieve a more balanced supply-demand relalionship in the markel. Consequently, the average pig prices have
shown an upward trend since the end of July 2023 following the stabilization of the pig supply in the markel.

As the average monthly sales volume of the Company's pigs in June and July of 2023 was relalively stable as compared with the
average monthly sales volume for the period from January to May 2023 and the market price of pigs was slightly lower in June and
July 2023 as compared with the period from January to May 2023 and only started to rise al the end of July 2023.

The demand for pork will increase during the holiday season in the second half of 2023.
June and July 2023 is rainy season in China.
Accordingly, the average pig price in September 2023 increased to RMB16.8 per kilogram.

The average selling prices for the Group's pigs generally fluctuated with the market prices of pigs from January to September in
2023.

Source: Chinaswine com ( 1/ 5 L), Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Market Drivers

Impact Impact

Major Drivers
) (1-2 years) (3-5 years)
1 Improved operational efficiency Medium High
2 Stable downstream demand High Medium
3 Supportive government policy High High MAﬂKE! pnlyg“s
¥ 1 SFET R Ba ]
Majo! Description
Through increasing adoption of modern management procedures and cutling-edge technologies, pig farms in China have been sireamlining and
Improved operational oplimizing business operations, which has largely improved operational efficiency. In addition, the transformation in China's pig farming industry,
efficiency featured by the reduction of individual farming and increasing conceniration in scaled farming, has further driven economies of scale and fhe
operational efficiency in the entire induslry
Under the influence of residenls' consumption upgrading, China's pork consumption is expected lo increase sleadily, China is world's largest
consumer of pork. Pork has a long-slanding cullural significance in Chinese cuisine and tradition and continues lo be a slaple meal in many
traditional Chinese dishes. Cullural factors will lhus continue lo play a significant role in dietary choices ol Chinese consumers. Therefore, pork is
Stable downstream one of the most impariant protein source lor Chinese people, ensuring stable downstream demand for the upsiream pig larming industry. The daily
demand meal consumplion of Chinese residents mainly includes pork chicken, beef and mution, amona which pork is the mosl imporiant variety of

Supportive government

consumplion, With the improvemen! ol people's living slandard, and the improvemnent of dietary siructure, people's demand for animal-based food
cantinues to grov. Taking into account the cullural altachment lo pork, Chinese consumers’ increasing awareness of healthy eating habits will lead
to increased demands for high-gualily, safe and nutrilional pork produicts_

The PRC government has been a key advocale in promoling the healih development of the pig farming industry. Since the outbreak of African
Swine Fever in late 2018, the PRC government has introduced a series of policies to stabilize pig production and promole scaled and modern
farming of pig. For example, the Stale Council of the PRC promulgated the “Opinions on Slabilizing Pig Production and Promoting Transformation
and Upgrading” { &> 45 ). which sets forth specific targels for the development of the pig farming indusiry. One
of the key objeclives is 1o achieve an increase in scaled farming, such that the annual outpul velume of pig farms having an annual oulput of more
than 500 heads will conslitute more than 65% of the tolal annual pig outpul volume in China by 2025, Additionally, the same policy aims o increase
lhe domestic sell-sufficiency rale of pork supply lo approximalely 95%. The domestic self-sulficiency rate of pork supply refers to the proportion of

policy pork supply produced domesiically, which is calculated as lhe annual domestic pork production volume divided by the annual apparent consumption

volume of pork in China. These favorable government policies have laid a salid foundation for the long-lerm growah of China's pig farming induslry,
effectively sirenglhening the prevention and control of African Swine Fever. In addition, the “Announcement on VAT Issues Related to the Sale of

Livestock and Poullry by Taxpayers Adoptling the Business Mocdel of ‘Company + Farmer” { {4 «-iie A [ me)= R ph ] i & EATE
i ¥ %7 ) also indicates thal taxpayers adopting the business model of “company + farmer” are exempled from VAT when re-selling
livestock and petdtry raised and retumed to the taxpayers by the farmers. Source: Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape

Market Trends

Rising market More sclentific operations
concentration and management

The market concentration of pig
farming industry in China has
increased rapidly in the past
few years but the concentration
level is still quite low. In terms
of pig sales value, the CR10 of
Chinese pig farming companies
has grown rapidly from 8.0% in
2018 to 18.0% in 2022, while
the United States has reached
about 50.6% in 2022, which
indicates 1hat there is still
ample room for leading
enterprises 1o increase their
market share in China.

In the coming years, with the
rise of labor costs and the
subsequent influence of African
Swine Fever, the gap between
the economy of individual
farmers and scaled pig farming
companies as well as the
output efficiency has gradually

Scaled business  operalion
makes it possible for scaled pig
farming companies in China to
adopt more scientific operation
and to improve the efficiency
and  profilability. In  the
meantime, these pig farming
companies are investing more
resources in research and
development on cutling-edge
technologies and methods,
which will allow pig farming

companies to  significantly
optimize their business
operations.

The intelligent management of
pig farm is expected to provide
more comprehensive data and

technical support for all
participants, such as the
government, pig farming
companies, and helps to

improve operational efficiency
from more aspects.

A T s R S R, N AR

Food safety and quality has become one of the most important factors for
Chinese consumers' deciding on food. The pork industry in the PRC has
experienced significant issues related to food safety, such as the use of
clenbuterol hydrochloride (clenbuterol) in pig production by certain
industry participants.

Currently, pig farms are using new technology and applying more
reasonable management methods in their daily operation. For example,
using traceable ear tags enables consumers to track the growth stages of
pigs and better ensure the safety of the meat they purchase. The
improved application of technology for food safety will drive the industry
to pursue safer products and attain higher margins.

Stricter environment regulation compliance requirement.

In recent years, the PRC Government has stepped up enforcement of
environmental laws and regulations such as the Environmental
Protection Law, the Administrative Measures on the Prevention and Cure
of Pollution Caused by Breeding of Livestock and Poultry, the
Regulations on the Prevention and Control of Pollution from Large-scale
Breeding of Livestock and Poultry and the Action Plan to Control Water
Pollution which have led to either reconstruction or closing down a large
number of small-scale market pig farming companies in the country. For
example, in 2019, the State Council issued Opinions on Stabilizing Hog
Production and Promoting Transformation and Upgrading, which
regulated a series of hog production requiremenits.

Consumer demand for safe and high quality products

widened, scaled pig farming
companies with  advanced
technology are expected to
rapidly and continuously
expand their market share with
the relatively low cost and
advanced technology.

Future Outlook

—

Source: Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Entry Barriers

Technical barriers

+ With the development of pig farming industry from traditional and scattered mode to modern and
scaled mode, the level of profitability has gradually become more important in competing with other
pig providers. The economic benefit depends on lhe efficiency of breeding and farming
management, animal nutrition, biological health, production management piggery construclion, etc
Building a scaled pig farming can efficiently minimize costs and resisl markel risks, while it requires
a high and sirict technical level

A slable sales channel is an important force for the development of an enterprise. The
comprehensive slrength of an enterprise in the breadth and depth of sales channels, lhe efficiency
and strength of sales channels, the service ability of sales channels and other aspects directly
determines the development and competitiveness of scaled pig farming companies,

Sales channel

Scaled farming needs to ulilize many professional technology in the process such as the breeding,
feeding, epidemic prevention, etc., therefore, scaled farming especially needs a large number of
experienced technical personnel and management personnel who are specialized in breeding and
disease prevention. A scaled pig farming company can only function well through syslematic
coordination and collaboration of various talents. The cultivation of technical personne! and the
accumulalion of experience need a long time, so there are certain talent barriers for new entranls

Talent barriers

It is crucial for new entrants to have sufficient capital for the construction of produclion sites, the
purchase of production equipment and the eslablishment of epidemic prevention sysiem. elc. For
players who want to achieve sizable scales in pig farming markel, sufficient set-up capital is
necessary, which sets a barrier for new enirants.

Initial capital investment

« Epidemic prevention is a key part of pig farming, and scaled pig farming companies have higher
requirements on the feeding environment. The pig farming location is generally required to be an
area with high terrain, good isolation conditions, minimal surrounding personnel activities and
minimal pollution sources. For scaled pig farming companies |, it is required thal lhe pig farming site
has a large environment that can bear lhe load.

Feeding Environmental

Source. Frost & Sullivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Ranking and Market Share of China’s Pig Providers (10)

Top Ten Pig Providers in Terms of Sales Value (China), 2022

GELL] Pig providers Sal(e:lsl/;lgﬁlgngz;lgs Market share (%)

1 Muyuan Foods Co., Ltd. 119.7 9.1%

2 Company B 426 3.2%

3 Company C 22.4 1.7%

4 Company D 210 1.6%

5 Company E 12.5 1.0%

b T L e e e Vagias P et T S G e
L__S___TheGroup Lt R S T o ol G L L TS, 11_7________914
7 Company F 11.1 0.8%

8 Jiangxi Zhengbang Technology Co., Lid. 8.6 0.7%

9 Tech-Bank Food Co., Ltd. 6.9 0.5%
10 Company ! 55 0.4%

Top ten 262.0 19.9%

Total 1,311.1 100.0%

1. The Group's dala is provided by the Group

2 Company B is an A-share listed company headquartered in Guangdong. It focuses on hvestock raising and food processing

3 Company C is an A-share listed company headquartered in Sichuan. It mainly provides breeding pigs. markel hogs. poullry, and feeds
4. Company D is 3 pnvate company headquartered in Jiangxi. It mainly focusing on feeds. live pig breeding and raising
5
6
7.

Company E is a pnvate company headquartered in gxi. /r mam/y Ialsmg and providing breeding pigs and market hogs
Company F is a subsidiary of a Hong Kong-listed quartered in Thailand. It mainly provides breeding pigs, market hogs and feeds
Company 1 is an A-share listed company headquanered m Beijing. It mainly provides breeding pigs, market hogs and feeds

« China’s pig farming market is highly fragmented. The top ten players accounted for aggregate market share of 19.9% in terms of the

sales value of pigs in 2022

+ The Group ranked sixth among ali pig suppliers in China in terms of sales volume of pigs in 2022

Source: Frost & Sulfivan
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China’s Pig Farming Market Analysis and Competitive Landscape
Ranking and Market Share of Chma s P|g Providers (10)
Top Ten Plg Providers in Terms of Sales Volume (China), 2022
Ranking Pig providers salf:n‘lll?;::::gs';lgs Market share (%) CAGR 20-22 (%)
1 Muyuan Foods Co., Ltd. 53.8 7.7% 72.4%
2 Company B 17.9 26% 37.0%
3, Company C 12.2 1.7% 32.8%
4 Company D 9.3 1.3% 33.9%
5 Jiangxi Zhengbang Technology Co., Ltd. 8.4 1.2% -6.0%
.= The Group S 0.8% 99.1%]
7 Company J 552, 0.7% 96.3%
8 Company F 51 0.7% 31.0%
9 Company E 4.8 0.7% 49.9%
10 Tech-Bank Feod Co, Ltd 14 06% 19.9%
Top ten 126.5 18.0%
Total 700.0 100.0%
Note

The Group's data is piavided by the Group
Company Jis an A-share listed company headquartered ur Fujian It mainly provides bieeding pigs, marke! hogs, pork and feeds

China’s pig farming marketl is highly fragmented. The top ten players accounted for aggregate markel share of 18.0% in terms of

the sales volume of pigs in 2022,

The Group ranked sixth among all pig suppliers in China in terms of sales volume of pigs in 2022.

The Group ranked first in terms of CAGR 2020 to 2022 of sales volume of pigs among the top len enlerprises.

Source: Frost &

Sullivan
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China’s Pig Slaughtering and Pork Processing Market Analysis
Slaughter Volume of Pigs
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Slaughter Volume of Pigs (China), 2017-2021

Slaughter Volume of Pigs
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*Scale rate refers lo the percentage of sfaughter volume of designated pig staughtenng companies (/£ 7505 L 2 a2 00 % 7 2 2) with annual slaughter

volume above 20,000 (o the total pig slaughter volume

Highly correlated to the output volume of pigs, the slaughter volume of pigs (44 /% i%) in China was also negatively
impacted by the ASF and environmental protection restriction since 2019. Under the promotion of the market demand
and favorable policy, the whole industry resumed production actively. and the slaughter volume of pigs rose enormously
from 460.0 million heads in 2020 to 600.0 million heads in 2021,

The scale rate of pig slaughtering market has also grown continuously and increased from 31.6% in 2017 to 44.1% in
2021. Looking into the future, with the improvement of production technology and scale efficiency, the scale rate of the
pig slaughtering market is anticipated to further increase to approximately 56.0% in 2026.

China's pig slaughtering market is highly fragmented. The top three players accounted for an aggregate market share of
approximately 5.0% in terms of slaughter volume of pigs in 2021.

Source: United States Department of Aguculture (({USDA'), Mistry of Agriculture and Rural Affairs of the People's Republic of China
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China’s Pig Slaughtering and Pork Processing Market Analysis
Business Coverage of Pig Providers

Business Coverage of the Top Ten Pig Providers in Terms of Pig Sales Value (China), first three quarters of 2022

Feed Pig Pig ~ Pig . Pork
Rapsing g providers Processing Breeding Farming Slaughtering  Processing

1 Muyuan Foods Co., Ltd. () [ [ ] @ L

2 Wens Foodstuff Group Co_, Lid [ ] L] L] L] ®
3 The Twins (Group) Co., Ltd. [ ) [ ] [ ] [ ] [
4 NEW Hope Liuhe Co., Ltd [ ] L ® [ [ ]
5 Jiangxi Zhengbang Technology Co., Ltd ] [ ] [ ] Q Q)

e o e e e e v, — — — — — —— — — —_— — | g, i, S, gttt e, s, e
ujian Ao Biologi ;
7 Fujian A nong Bic gical Technology Group ® ® ° 5 o
Incorporation Limited
8 Tech-Bank Food Co., Ltd [ ] [ ] [ ] [ ] [ ]
9 GUANG XI YANG XIANG CO..LTD [ [ ] [ ] O O
10 Tecon Biology Co., Ltd [ ] [ ] [ ] [ ] [ ]
Note
1. @ represents that the company has the corresponding businesses. while (! represents that the company doesn't have the corresponding business

= In 2022, six out of ten top pig providers in terms of pig sales volume have business coverage in upper, middle
and lower reaches of the value chain including feed processing, pig breeding, pig farming, pig slaughtering and
pork processing.

* Such business model of the value chain integration can put all production under control and help the company
gather competitive advantages in food safety, epidemic prevention and control, environmental protection
operation, quality control, large-scale operation, cost control, etc., as well as achieve higher margins via industrial

chain extension to pork deep processing.
Source: Frost & Sulhvan
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China’s Pig Slaughtering and Pork Processing Market Analysis
Definition and Classification of Pork

+ Pork s lhe culinary name for the meat of pig and is the most commonly consumed meat in China. Pork can be processed into fresh pork (£
A #4 1)) and processed pork products (54 4 ¥ o).

+ Fresh pork consists of uncured pork in three main calegories according 1o the storage temperature afler slaughtering, namely warm fresh
pork. chilled fresh pork and frozen pork.
¥ Warm fresh pork: raw pork that is sold directly to the market without undergoing a cooling process after being slaughiered.
¥ Chilled fresh pork: raw pork that has undergone cooling process and is stored at temperatures of approximately 0°C to 4°C.
v Frozen pork: raw pork that has undergone processing and been frozen to -30°C, and is stored at temperalures of approximately -18°C.

+ Processed pork products are processed pork with additives and have different texture from fresh pork. Processed pork products can be
divided into high temperature pork products and low temperature pork products.
v High temperature pork products: semi-finished pork products whose center temperature reaches 115°C-121°C when being processed,
v Low temperature pork products: cooked pork products whose center temperature reaches 72°C-85°C when being processed

Classification of Pork

h v
Processed Pork
Fresh Pork
Products
¥ v
Low-lemperalure pork High-lemperature pork
preducls producls

Source: Frost & Sullivan
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China’s Pig Slaughtering and Pork Processing Market Analysis
Supply and Demand of Pork

Pork Production Volume and Pork Apparent Consumption Volume in China, 2018-2027E
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Pork has traditionally been the primary meat for Chinese consumers. As of 2022, China was the world’s largest pork production and
consumption counlry, accounting for 48.4% and 51.0% of world’s pork production and consumption.

In late 2018, the ASF outbroke in China, and the pork production declined sharply by 21.3% 1o 42.6 million tonnes in 2018, and hit record
low to 41.1 million lonnes in 2020. In the heal of the ASF, local governments in certain regions implemented policies to regulate prices
and guarantee supply. In 2021, as the ASF was well controlled, the production volume of pork recovered to 53.0 million tonnes and
increased slightly to 55.4 million tonnes in 2022, with a CAGR of 0.6% from 2018 to 2022, In the future, due to the robust slaughter and
consumption stimulation, pork production volume is expected to increase to 56.8 million tonnes in 2027, with a CAGR of 0.5% from 2022.
The apparent consumption volume of pork equals to domestic pork production volume add imported pork volume and minus exported
pork volume. In China, pork is hardly exported to olher countries, so the exported volume is very limited, resulting in that the gap between
production volume and apparent consumption volume of pork is very close to the imported volume

From demand side, the trend of apparent consumption volume of pork is very similar to the production volume. The pork consumption is

influenced by the supply of pigs, with a CAGR of 0.9% from 2018 to 2022. In the future, the figure is expected to increase to 58.4 million
tonnes in 2027, with a CAGR of 0.4% from 2022

Source: National Bureau of Statistics, USDA, Frost & Sullivan
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China’s Pig Slaughtering and Pork Processing Market Analysis
Pork Consumption by Major Provinces

(Million Tons)
12 4 i Guangdong B Zhejiang
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Guangdong, Guangxi, Zhejiang and Jiangsu provinces are four major pork consumption provinces. Pork consumption in
these four provinces increased from 7.9 million tonnes in 2017 to 9.3 million {onnes in 2021, with a CAGR of 4.3%, and
accounted for 26.2% of the total pork consumption in China.

In 2026, the pork consumption in these four provinces is expected lo reach 10.5 million tonnes, accounting for 28.6% of tolal
pork consumption in China, with the CAGR of 2.3% from 2021 lo 2026.

Source: National Bureau of Statistics, Frost & Sullivan
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China’s Pig Slaughtering and Pork Market Analysis
Market Size of Pork by Category

Production Volume of Pork by Category (China) , 2018-2027E
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= Pork can be processed into fresh pork and processed pork products.

* Due to the outbreak of the ASF in China since late 2018, the production volume of processed pork products declined accordingly by 13.3%
1o 8.9 million tonnes in 2019 and remained 8.8 million tonnes in 2020. In 2021 and 2022, the production volume of processed pork products
increased to 10.6 million tonnes and 11.5 million tonnes respectively as the ASF was well controlled, representing a CAGR of 3.0% from
2018 to 2022. In the future, the production of processed pork products will steadily increase to 14.1 million tonnes in 2027, with a CAGR of
4.2% from 2022.

« Fresh pork has been dominating China's pork consumption market. In 2019, the fresh pork production declined sharply by 23.1% to 33.7
million tonnes due to the outbreak of the ASF, and hit record low to 32.3 million tonnes in 2020. In 2021, as the ASF was well controlled,
fresh pork production recovered to 42.4 million tonnes, and it reached 43.9 million tonnes in 2022, with a CAGR of 0.1% from 2018 to 2022.
in the future, it is expected to decrease slightly to 42.7 million tonnes in 2027, with a CAGR of -0.6% from 2022,

* In general. the production volume of processed pork products grows at a faster rate than that of fresh pork. In the future, processed pork
products will account for an increasing share of the total pork production, from 20.8% in 2022 to 24.8% in 2027

Source: National Bureau of Statistics, USDA. Frost & Sullivan
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China’s Pig Slaughtering and Pork Processing Market Analysis
Market Drivers

Impact Impact

Major,Dylegre (1-2 years) (3-5 years)
1 Continuous consumption upgrade Medium High
2 Product diversity Medium Medium
3 Transformation brought by the generation Z Medium High
4  Strengthened government policies High

vor MARKET DRIVERS
Description

With the improvement of living standards in China, the consumption demand increases continuously. With the increase in
Continuous meat consumption, the proportion of pork products, especially low temperature pork products will continue to increase
consumption upgrade rapidly with the improvement of living standards and changes to dietary habits in China. Such demand will become the
major driving force 1o promote the development of processed pork products.

Traditionally, pork consumption in China is mainly concentrated in the fresh pork, due to the consumplion habit and
limited variety of processed pork products. In recent years, leading participants are committed to developing various pork
products with different flavors in order to meet the diversity of consumption preference among different consumer groups.
The difference in consumption demand will offer more market opportunities. The diversified demand and supply is
expected to drive the consumption of pork products in the near future.

Consumer's demand
for product diversity

The post-80s and post-90s, especially the generation Z {born in 1995-2009), have gradually become the mainstream of
consumption, and their life attitude and diet concept have been very different from the traditional who want {o free
themselves from tedious cooking. They also pursue heallhy food and convenience for direct consumption. Pork products
with the characleristics of low-fat, low-salt, and easy-to-eat-and-cook perfectly caters to their preferences and bring
customers a more convenient and healthier life. This will inject new power into the consumption of pork products.

Transformation brought
by the generation Z

Since 2019, national and local governments in China at all levels have continuously strengthened the policies
encouraging the restoration of pig production and slaughtering industry. The State Council executive meeling passed the
“Regulalions on the Administration of Pig Slaughter (Revised Draft)* {45243 (#3375 %) ) in May 2021 to
better safeguard food safety of pork products. Further, the China govemment has also been attaching increasing
importance to food safety. More stringent pig slaughtering regulations restricting the supply of fresh pork will prompt Lhe
staughter industry to upgrade its production capacity, increase industry concentration, reduce disorderly competition and
increase food safety. Source: Frost & Sullivan

Strengthened
government policies
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China’s Pig Slaughtering and Pork Processing Market Analysis

Market Trends and Opportunities

Continuously growing processed Increasing proportion of low
L LA O N G e pork products market temperature pork products

?ugﬂzei‘:i’éoovlgr:f Le"ir:oipigefm::s:;lz h:[‘]’s * Chinese consumers, especially the young + Low-temperature pork products have
lower reaches ogf the e‘:\’fire‘ value chain ECLEY, W T i) A the characteristics of fresh, crispy, soft,
b o : ; : : conscious and place greater importance tasty and good flavor, and the
including feed production, pig breeding, pig X 3 e 5 2 24
farming, pig slaughlering and pork on b_alancefd diet and diversified nutrients. processing technology is advanced,
processing. Leading companies in the Their evolving consumer preferences and which is obviously betier than high-
industry slandardize produclion standards consumption structure present significant | temperature pork products in terms of
and formulate production management market opportunities for participants in quality.
lhr}:_u%h lhlgl v:-;lue dchz;un the ensure lhe processed food market, and drive the « In recent years, low-temperature pork
unified quality of products, processed pork products market growth. products have gradually become more
gz‘fwfé?r::d ps‘:::“;“’::rg'r:‘g ;gdgslrry aggs}:e * As such, the demand for processed pork and more popular with consumers and
Sl i[: higr?ly fragmen?edp ?ncvolving products with high-quality, safety, and have developed into a hot spot for
various lypes of markel players wilh different el  JeD il A Ry processed pork producls consumption.
backgrounds and scales. The increasing heightened. For example, health-based With the improvement of people’s living
industrial integration rate can also help the high-end low-temperature F?Ofk prof?ucls standards and the strengthening of the
company gather compelitive advantages in with low-fat, low-salt, and high nutritional concepl of healthy diet, low-temperature
{ood safety, epidemic prevention and conlrol, value are expected to be developed and pork products will occupy an increasing
environmental protection operation, quality have promising market. proportion in ithe processes pork
C‘l’""O'- Iarsllle-scaleh_OPerErlIEIO':\- ‘el el - In the future, the proportion of fresh pork products market in the fulure, and
L SR RS TETE MR BN E A tends to go down and the proportion of gradually replace the high-temperature
industrial chain exiension lo pork deep

processed pork products tend to go up. pork products.

processing

Market Trends

Source. Frost & Sullivan
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China’s Yellow-feathered Broiler Breeding Market Analysis and Competitive Landscape
Definition and Classification

« Yellow-feather broiler refers to the Chinese yellow broiler which is known for its yellow-feathered, yellow-skinned, yellow-
shank characteristics and is distinguished from white-feathered broilers. All yellow-feather broiler are domestic breeds and
do not rely on imported breeds.

+ Yellow-feathered broiler can be divided into three categories according to the time it takes to mature.

+ Fast growth usually takes 60 to 65 days to mature, accounted for nearly 30% of total yellow-feather broiler breeding market

* Medium growth usually takes 65 lo 95 days to mature, accounted for nearly 25% of lotal yellow-feather broiler breeding
market

+ Slow growth usually takes over 95 days to mature, accounted for nearly 45% of total yellow-feather broiler breeding market.

Classification of Yellow-feather Broiler “ & A

Yellow-feather Broiler

v v v

Fast Growth Medium Growth Stlow Growth

Source! Frost & Sullivan
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China’s Yellow-feathered Broiler Breeding Market Analysis and Competitive Landscape
Overview of Yellow-feathered Broiler Breeder

- Yellow-feathered broiler breeders are bred to produce yellow-feathered broilers.

= By the end of 2021, there were 97 yellow-feathered broiler breeds officially identified and registered by the National
Livestock and Poultry Genetic Resources Committee. Among them, there were 60 national breeds, 36 local breeds, and
1 breed under cultivation. The 60 national breeds were mainly from Guangdong and Guangxi provinces, which
accounted for 63.3% of the national breeds. The remaining 36 local breeds are from various provinces in China showing
the long history and rich breeding resources of Chinese yellow-feathered broiler breeding.

R R I Classification of Yellow-feather Broiler Breeders SRLLAL LSOOG AL O I EOSEELAELE LI EE RS IRL ORISR EOI,

Yellow-feather Broiler Breeders

\J v R

Fast Growth Medium Growth Slow Growth

Source: Frost & Sullivan
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China’s Yellow-feathered Broiler Breeding Market Analysis and Competitive Landscape
Value Chain

Yellow-feathered
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2

Chicken products
processors

+ The yellow-feathered broiler breeding industry value chain in China is usually divided into three major sectors, namely
upstream, midstream and downstream.

» The upstream mainly includes feed production and animal health care and equipment suppliers. Though the processed
broiler meat realized some improvements with the help of cold-chain, the consumption of live yellow-feathered broiler
still accounted for 85% of the total consumption of yellow-feathered broiler in China.

Source: Frost & Sullivan
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China’s Yellow-feathered Broiler Breeding Market Analysis and Competitive Landscape
Stock Volume of China’s Yellow-feathered Parent Stock Broiler Breeders

Stock Volume of Yellow-Feathered Parent Stock Broiler Breeders (China), 2018-2027E
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Yellow-feathered parent stock broiler breeders are chickens that are bred for the purpose of producing chicks.

Over the past few years, due to the impact of ASF on the pig breeding industry, the stock volume of yellow-feathered
parent stock broiler breeders in China has achieved stable growth as consumers consider chicken as an alternative to
pork, increased from 37.5 million sets in 2018 to 43.0 million sets in 2020. After a slow decline in 2021, due to (i) the
recovery in year-end stock volume of pigs and pig production volume, and (ii) the continuous increase in the price of
poultry feed that year, the stock volume of yellow-feathered parent stock broiler breeders still representing a CAGR of
1.0% from 2018 to 2022.

« Over the next few years, the stock volume of yellow-feathered parent stock broiler breeders is expected to reach 42.0
million sets in 2027, representing a CAGR of 1.5% from 2022.

Source: CAAA, Frost & Sullivan
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China’s Yellow-feathered Broiler Breeding Market Analysis and Competitive Landscape
Impact of COVID-19 on Yellow-feathered Broiler and Pig Farming industry

_ Broiler Industry SR S S S e SR s

4 Improving management system of Yellow-feathered Broiler breeding companies. The Covid-19 epidemic that broke out in early 2020 has iy

caused huge losses to the entire yellow-feathered broiler industry, Under this circumstance, the stock of laying parent yellow-feathered broiler
breeders in the reached a record high. This is due lo market players increasing the introduction of parent-generation breeders in 2019 affected
by the hot market trend in 2019. It is partially because of this irrational and non-scientific production management model thal market players lose
the ability lo resist risks in the face of emergencies. Therefore, affected by the Covid-19 epidemic, the parent-generation yellow-feathered broiler
breeder production companies will focus more on improving the scientific level of their own production management models,

Provide more breeder species suitable for industrialized deep- processing In China, more and more municipal governments have
announced the “Measures for the Administration of Live Poultry Trading” (& # % B 28130 o restrict live poultry trading and encourage
yellow-feathered broilers to be sold in the market after slaughter, such as Hangzhou, Shanghai, and Chongqing. Affected by the new crown
epidemic, Henan Province and Wuxi City banned live poultry trading in January 2020, As the epidemic continues, more and more consumers
have developed the habit of ealing broiler products and chilled chicken. This trend will prompt upstream breeder production companies to

develop broiler breeds that are more suitable for deep processing.

Capacity adjustment & Online sales growth. In early 2020, a large number of yellow-feathered broiler markel parlicipating factories and
restaurants for terminal consumption were closed in response to the sudden outbreak of the COVID-12 epidemic. The reduction in the
consumption of yellow feather broilers by the main consumption channels has forced the yellow-feathered broiler breeding companies to reduce
production capacity. On the other hand, the closure of offline consumption has promoted the shift of consumption of yellow-feathered broilers to

\\ online, and has greatly stimulated the growth of enline sales. 7

- T G, — — —— —— —————————————— —— — = — — — —— — —— — —— — — — — —— ~

= COVID-19 affects hog production and price. During the epidemic period, the transportation of live pigs was blocked and some
slaughterhouses were closed, and the short-term supply of pork was insufficient. At the same time, the supply of live pigs was expected
to be in a tight state during the epidemic period due to the extension of the pig farming cycle.

+ COVID-18 promotes the industry concentration. The large scale company has a greater advantage in the cosl effectiveness,
management efficiency and epidemic prevention level than the small and medium-sized farms and individual famers. The risk of COVID
will furlher accelerate the concentration of pig breeding indusiry.

f_____._.._.—

Source. Frost & Sullivan
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China’s Yellow-feathered Broiler Breeding Market Analysis and Competitive Landscape
Ranking and Market Share of China’s Yellow-feathered Parent Stock Broiler Providers

Top Three Yellow-feathered Parent Stock Broiler Breeder Providers in terms of Sales Volume (China), 2022

Sales volume of yellow-
feathered parent stock DOCs  Market share (%)

Ranking Yellow-feathered parent stock broiler breeder

preyiders (million sets)

1 Company B 249 24.2%
i e P L T R IR IR B Y R T
~ 3 Companyo S e O e R R e T o

Top three 6.1 51.0%
Total 12.0 100.0%

Note
1 The Group's data is provided by the Company.
2 Company O is an A-share listed agricuiture company headquanteied in Jiangsu It principally engaged in breeding and rassing of yellow-feathered broiers and pigs

- China's yellow-feathered parent stock broiler breeding market is highly concentrated. The top three players accounted for
aggregate market share of 51.0% in terms of the sales volume of yellow-feathered parent stock broiler breeder in 2022. The
Group was the second largest yellow-feathered parent stock broiler breeder provider in terms of the sales volume of yellow-
feathered parent stock broiler breeders, with a market share of 19.3% in 2022,

Source: Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Definition and Classification of Br0|Iers

mye———rerr

L Chncken can be broadly dmded mta bmnlers and Iayers by purpose

[ Cosi structure undel: the same type of' ye!low—feamered: brollers. and preduct nchness are the tWo mam easures in yellowr-feathered
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T White-feathered Broilers | \

(

| « White-feathered broilers are closely related to the light meal market due to their characteristics. It has lhe best development :
! opportunity due to its higher protein, lower fat, lower cholesterol, lower calorie content, and more economical and |
I environmentally-friendly breeding costs. White-feathered broilers are more suitable for western cooking, and frying is the most |
: common cooking method. |
\ * The main varieties are Avian, AA+, Ross 308, Cobb, etc. |

Yellow-feathered broilers are indigenous species in China.

Yellow-feathered broiler meat is preferred by many Chinese consumers based on the perceplion that it is more flavorful and
tasteful than white broiler meat and is more suitable for Chinese cuisine, with various cooking methods

\
|
|
l
+ Historically, approximately over 80% of yellow-feathered broilers are sold live. The Chinese govemment aims to gradually |
phase out the slaughter and sale of live poultry at wholesale wet markets and gradually close live poultry markets. As the |
number of live poultry markets is shrinking, increasingly large numbers of yellow-feathered broilers are being slaughtered I
outside of populated areas and brought to market chilled. Under the circumstances, yellow broilers providers are willing to !
develop more chilled or frozen yellow-feathered broiler products to explore the downstream consumption with a higher margin. |

|

|

+ The main varieties include green-footed chicken, yellow-footed chicken, etc.

Source! Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape

Broilers farming models

‘ Individual farmers breed |
chicken breeders |
v
Self-owned feed, drug
and vaccines |
¥
Broilers satisfying sales
requirements

¥

| |
| Broilers sales |

Indlwdual farmlng

@ Low capital requirements

» Backward breeding method
and the technical level needs
to be improved

@ + Food safety issues can not
effectively guaranteed
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prevention and control
system

Company make contracts Broilers salisfying

with family farmers companies requuremems

l Family farmers return
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Famlly farm model

Comprehensive supervision and
control are relatively difficult

+ Low fixed assets investment

+ Broilers breeding companies are
able to focus on technological
breakthroughs, product
development and nutritional
formula adjustment

"."'_""‘ l

Farmmg base model

High capital requirements

Standardized farm and advanced
equipment

High production efficiency

Real-time monitoring of breeding
process

Effective disease prevention

Source: Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Broilers farming models (Cont.)

« Individual farming is where farmers use their own labor, farming areas, feed, medicines, and vaccines to carry out

small-scale farming and are responsible for all aspects of the farming process.

+ The family farm model is the model under which family farms provide the land and facilities and raise the yellow-
feathered broilers according to company’s standards, while company provides chicks, feed, medicines, and technical

support.

+ The farming base model refers to the model under which company builds the facilities and leases the land and
facilities to farmers while the farmers raise the yellow-feathered broilers.

+ The farming base model is the same as the family farm model other than the fact that the company owns the farming

base.

Source! Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Output Volume of Yellow-feathered Broilers
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Output Volume of Yellow-feathered Broilers (China), 2018-2027E
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+ The output volume of yellow-feathered broilers increased rapidly from 3,963.0 million birds in 2018 to 4,559.0 million birds in 2019
due to the decrease in pork supplies, and subsequent increased demand for poultry drove the expansion of the yellow-feathered
broiler industry.

+ However, by 2020, this expansion started 1o slow down due to the recovery of China’s swine herd. In addition, the outbreak of
COVID-19 also had an impact on the yellow-feathered broilers indusiry. Live bird markets and wholesale wet markets are the
primary sales outlets for yellow-feathered broilers. Since January 2020, many live bird markets have been closed due to COVID-19
concerns, and although most Chinese cities have lifted transporiation restrictions, many live bird markets remain closed. As such,
the output volume of yellow-fealhered broilers declined to 3,730.0 million birds in 2022.

- With COVID-19 gradually easing and consumers’ rising demand for high-protein and low-fat meat, the output volume of yellow-
feathered broilers is expected o recover gradually, reaching a high output volume of yellow-feathered broilers in 2024. The output

volume of yellow-feathered broilers is expected to increase to 4,080.0 million birds, with a CAGR of 1.8% from 2022.
Source: China Animal Agriculture Association (“CAAA’), Frost & Sulfivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Market Size of Yellow-feathered Broilers
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= The yellow-feathered broiler is a traditional poultry breed in China that is well known for its unique meat flavor and great
taste and is mainly traded in the form of live poultry in the wet markets. The market size of yellow-feathered broilers in
terms of revenue has rapidly grown from RMB111.6 billion in 2018 to RMB144.6 billion in 2019, supported by both the
sales volume and average market price. However, it dropped to RMB113.3 billion in 2020, primarily attributable to the
decline in the market price of yellow-feathered broilers due to the overcapacity, decline in catering service revenue, and
COVID-19 restrictions in 2020.

« Thanks to the achievements of COVID-19 prevention and control and economic development, the market size of yellow-
feathered broilers is expected to recover by 2021. The market size of yellow-feathered broilers is expected to maintain a
steady trend from 2022 to 2027, showing a CAGR of 1.7% from 2022 to 2027.

= The scale of pig and yellow-feathered broiler breeding and farming industry in China in terms of revenue will exceed
RMB1.5 frillion by 2027, with a trend of increasing market concentration. Source: CAAA, Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Output Volume and Market size of Broilers

Output Volume of Broilers (China), 2017-2021 Market Size of Broilers (China), 2017-2021
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The total output volume of broilers in the PRC remained relatively stable from 2017 to 2018 and rose rapidly to 11.4 billion birds in 2019 due
to the decrease in pork supply, and then further increased to 12.5 billion birds in 2021, representing a CAGR of 5.2% from 2017 to 2021. The
market size of broilers in terms of revenue has grown rapidly from RMB190.0 billion in 2017 to RMB301.6 billion in 2019, supported by
increase in both sales volume and average market price. However, the market size in terms of revenue fell to RMB253.3 billion in 2020,
mainly due to lower market prices for broilers as a resull of overcapacity, lower revenue from calering services, and COVID-19 restrictions in
2020.

Attributable to effective COVID-19 prevention and control and economic development, the market size of broilers rebounded to RMB288.3
billion in 2021, representing a CAGR of 11.0% from 2017 to 2021.

The Company submits that the Chinese pork consumption declined in 2018-2019 due to the lower output volume of pigs, resulting in
increased consumption of poultry and other animal protein substitutes during the period.

The relationship between the market price and sales volume of yellow-feathered broilers and market hogs follows the following pattern:
market hog's supply decreases — pork price increases — sales volume of yellow-feathered broilers increases as consumers shift to cheaper

protein substitutes — market price of yellow-feathered broilers decreases. i : _ - , ‘
Source: China Animal Agriculture Association ("CAAA’), Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Average Wholesale Price of Yellow-feathered Broilers

Average Wholesale Price of Yellow-feathered Broilers (China), 2018-2027E

(RMB per kilogram)
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+ The average wholesale price of yellow-feathered broilers realized a rapid growth from RMB15.7 per kilogram in 2018 to
RMB16.7 per kilogram in 2019, primarily attributable to the shortage of swine herd as affected by the African Swine Fever
outbreak in 2018.

+ As China's swine herd and pork supply recovered in 2020, poultry prices have weakened. In addition, due to the
overcapacity, decline in catering service revenue, and COVID-19 restrictions in 2020, the average wholesale price of
yellow-feathered broilers dropped significantly in 2020. Due to the increase in yellow-feathered broilers' breeding costs, the
average wholesale price of yellow-feathered broilers rose to RMB15.2 per kilogram in 2021, showing a growth rate of
12.6% from 2020. The average wholesale price of yellow-feathered broilers further increased to RMB15.6 per kilogram in
2022 as compared to the previous year due to the decrease in the output volume of yellow-feathered broilers by farmers
and farming companies in 2022. The average wholesale price of yellow-feathered broilers is expected to remain relatively
stable and reach RMB15.2 per kilogram by the end of 2027, representing a CAGR of -0.5% from 2022.

Source: China Animal Agriculture A iation, Frost &
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape

Market Drivers of Yellow-feathered Broilers

~ Impact

Major Drivers LTl
(1-2 years) (3-5 years)
1 Economy growth and sustained urbanization High Medium
2 Thriving new retail models and Chinese cuisine market Medium High
3 Scale development and industry chain extension Medium High J.

Economy growth and
sustained urbanization

Thriving new retail
models and Chinese
cuisine market

Scale development and
industry chain
extension

With the steady growth of China's economy and sustained urbanization, the level of consumption has increased, and
increasing number of Chinese consumers are willing to consume high-protein and low-fat meat, such as chicken meat.
According to the United States Department of Agriculture (the "USDA"), the consumption of chicken meat in the PRC
increased from 11.6 million tonnes in 2018 to 16.1 million tonnes in 2022, representing a CAGR of 8.5%, and is expected
fo increase to 20.1 million tonnes in 2027 at a CAGR of 4.6% from 2022.

Broilers manufacturers leverage the thriving online retail model and China’s fast and convenient delivery network to
penelrate into regional markets. The emergence of data-driven new retail models and the efficient supply chain have
driven the sales of chilledfirozen chicken products and offered superior customer experience. In addition, Chinese
cuisine is one of the major consumption scenarios for yellow-feathered broilers. Chinese cuisine accounts for the largest
part in China's catering market, showed a growing trend during the past several years, and is expected to increase from
2023 to 2027.These have transformed the yellow-feathered broilers industry in China and is expected to drive up chicken
consumption.

Industrial scale development helps reduce management costs and facilitate the implementation of new technologies. The
integration of the broiler industry is expected to improve the product quality and safety and extend the industry chain to
downstream deep-processing so as 1o enhance the value of the products, such as prepared chicken, chicken snacks, etc.
Moreover, compared with companies that participate in only part of the value chain, integrated companies engaging in
whole value chain business are able to guarantee the supply of upstream raw materials, the stabilily of raw material
prices, and the quality of downstream products.

Source: Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Market Drivers of Yellow-feathered Broilers (Cont.)

| t \pact
Major Drivers il impact
(1-2 years) (3-5 years}
4 Diversified chicken offerings to meet consumers’ various demand Medium High
5§ Changes in consumption structure and nutritional structure High High

MARKET DRIVERS

Diversified chicken
offerings to meet
consumers’ various
demand

Changes in
consumption structure
and nutritional
structure

The product offering of chicken on the market are becoming more and more diversified in terms of variety, such as
green-footed chicken, yellow-footed chicken, efc., as well as in terms of cut, to cater for consumers’ various needs and in
line with the consumption habits of different regions. Therefore, more consumer groups are expected to be covered in
the future,

With changes of consumption habits, consumers pay more and more attention to healthy diet. Lower fat, lower calories,
less sugar as well as rich in fiber and nutrition has gradually become a consumer trend. Due to its advantages of low fat
and high protein, chicken is expected to have a better development in the future

Source; Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Market Trends of China’s Yellow-feathered Broilers

Indoor breeding is one of the yellow-feathered broilers market trends in the future. Through indoor breeding,
the automatic machine improves the efficiency of yellow-feathered broilers breeding, the sanitation of the
Indoor breeding breeding environment, such as temperature, humidily, air quality, and lighting, is more controllable, and
infectious diseases can be betler prevented and controlled. Therefore, the indoor breeding trend is expected
to reduce yellow-feathered broilers' death rate further. Reflected on the downstream market, food safely can
be further guaranteed.

Since there are only a few well-known chilled products brands, there is still exist a gap in the brand
awareness of the yellow-feathered broilers downstream markel. Consumers are not familiar with brands of
chilled and deep processing foods, so the consumption volume of these products is relatively small. In the
future, with the development of chilled products and the establishment of downstream deep processing food
brands, it is expected that the consumption of yellow-feathered broilers will gradually increase in the future.

Branding

“Company + farmer” is currently the main production method for companies. However, due to the high cost of
supervision, quality control problems, and other issues, the “company + farmer” business model is expected
to shift to integrated operation in the future. The integrated operation helps companies strengthen control
over the supply of upstream products and better supervise the production process, which can effectively
reduce disease occurrence.

Changes In
business model

Traditionally, over 80% of yellow-feathered broilers are sold live. However, the number of live and urban wet
markets is shrinking due to the avian influenza outbreak and COVID-19, and an increasingly large number of
yellow broilers are being slaughtered outside of populated areas and brought to market chilled. Large poultry
Deep processing and producers have increased their new chilled products in key account channels, including pre-cut packages for
chilled products convenience in home preparation.

Also, as the development of deep processing products, the added value of yellow-feathered broilers continues to
increase. Companies have the willingness to develop more products, product richness has been improved, and
consumer groups are further expanded. Consumers are becoming increasingly receptive to deep processing
products. Therefore, consumption habits are gradually cultivated. Such a trend will continue in the long run.

Source: Frost & Sultivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
The Impact of ASF on Broiler and Pig Farming Industry

African Swine Fever is a fatal disease for pigs. In August 2018, China's first African Swine Fever case was discovered in the Northeast China and
subsequently spread from north to south. In Aprit 2019, all provinces, municipalities and autonomous regions in the PRC had reported African
Swine Fever cases. As African Swine Fever is highly contagious, once an outbreak happens in one pig farm, all pigs on that pig farm would be
disposed in extreme cases. In 2020, the African Swine Fever has subsided compared with 2019. Since 2021, only sporadic African Swine Fever
cases have occurred in certain provinces in China. Currently, there is no effective vaccine available in the market.
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African swine fever promotes chicken meat consumption. Driven by the substitution effect of protein sources impact by the African swine fever \
( outbreak in 2018, the consumption of white-feathered broilers increased. Since demand exceeds supply, the price of white-feathered broilers has I
! risen. The substitution effect gradually shift from white-feathered broilers to yellow-feathered broilers, and therefore also drive the price of yellow- |
E feathered broilers increased. Besides, pig and broiler have complementary effects and is expected to hedge market risks. |
| « African Swine Flue influence chicken cycle. A chicken cycle operates as: chicken price increases — number of parent stock breeders increases - |
| commercial chicks supply increase — broilers supply increases ~ chicken price decreases — commercial chicks demand decrease — number of |
| parent stock breeders decreases — commercial chicks supply decrease — broilers supply decreases — chicken price increases. A full chicken cycle in |
| the PRC usually lasts around three years. Due to the influence of external factors in recent years, such as avian influenza and ASF, the chicken !
I cycle was disturbed and lengthened to approximately four years. :
} !
I |
I |
| |

+ African swine fever promotes the cold chain development. Long-distance iransportation of live livestock and poultry is an important cause of the
spread of animal epidemics. The restriction on the long-distance transportation of live livestock and poultry is an important ways to prevent the
spread of animal diseases. While actively responding to the impact of ASF on the pig industry chain, China has also strengthening defensive
measures in poultry and pig industries. Actively promote the development of chilled fresh products, and the live poultry market is gradually cancelled

\_ Triggered by ASF, consumers pay more attention to food health. Therefore, the development of cold chain technology is further promoted !

s

i Pig Farming Industry ke et -

AY
{ + ASF influence hog production and price. Due to the ASF intensified in the second half of 2018, the stock volume of sow and supply of hogs has |
| dropped sharply. Therefore, the price of hogs witnessed a rapid increase from 2018 to 2019, rising from RMB12.7 per kilogram to RMB21.9 per |
| kilogram. The average price of hogs continues to increase and reached RMB 34.1 per kilogram in 2020, With the effective prevention and control of :
| the African Swine Fever, the output volume of pigs recovered in 2021 and 2022, leading to a decrease in the price of pigs. 1
I |
! |
! |
! |
! /

+ ASF promotes the establishment of a pig epidemic prevention system. According to the “Opinions on the Prevention and Control of African
Swine Fever” ( {dF e fide 148658 1) ) issued by the State Council in 2019, it is necessary to strengthen the sharing of departmental
information systems, implement “Internet +" supervision of all links in the prevention and control of ASF. Using information, intelligence, and big
data lo improve the efficiency of supervision. The monitoring of pig epidemic prevention has been furlher improved 1o ensure the development of

S pig farming industry in the future

Source: Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Ranking and Market Share of China’s Yellow-feathered Broilers Providers

Top Five Yellow-feathered Broilers Providers in Terms of Sales Value (China), 2022

Sales Value of Yellow-

Ranking Yellow-feathered Broilers Providers feathered Broilers Market Share (%)
(RMB billion)
1 Company B 31.9 28.0%
2 Company O AL b 12.8 11.2%
i T e eroun g AR e o T e R B A SEE S
4 CompanyP Ry S R R
4 Company Q 1.5 1.3%
Top five 50.8 44.5%
Total 114.0 100.0%

Note

1. The Group's datla is provided by the Company.

2. Company P is a private enlerprises headquartered in Guangxi. It principally engaged in poultry and pigs breeding and raising, as well as food and feed processing, efc
3. Company Qs a private agni pany headq din i. it principally engaged in poultry and broiler breeding and raising

= China's yellow-feathered broilers market is relatively concentrated. The top five players accounted for aggregate market
share of 44.5% in terms of sales value of yellow-feathered broilers in 2022.

= The Group ranked third among all yellow-feathered broiler suppliers in China in terms of sales value of yellow-feathered
broilers, with a market share of 2.7% in 2022.

Source: Frost & Sullivan
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China’s Yellow-feathered Broilers Market Analysis and Competitive Landscape
Ranking and Market Share of China’s Yellow-feathered Broilers Providers

Top Five Yellow-feathered Broilers Providers in Terms of Sales Volume (China), 2022

Sales Volume of Yellow-

Ranking Yellow-feathered Broilers Providers feathered Broilers Market Share (%)
(million birds)

1 Company B 1,052.4 28.2%

2 Company O 407.0 10.9%
Eosaa T e s a0 T
4 Company P 48.0 1.3%

4 Company Q 48.0 1.3%

Top five 1,634.0 43.8%

Total 3,730.0 100.0%

Note: The Group’s data is provided by the Company.

- China's yellow-feathered broilers market is relatively concentrated. The top five players accounted for aggregate market
share of 43.8% in terms of sales volume of yellow-feathered broilers in 2022.

« The Group ranked third among all yellow-feathered broiler suppliers in China in terms of sales volume of yellow-
feathered broilers, with a market share of 2.1% in 2022.

Source: Frost & Suliivan
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China’s Pig and Poultry Feed Market Analysis
Definition and Classification
Feeds for Plgs
and Poultry
; [ I |
Compound Feed ] [ Concentrate ] [ Premix

- Feeds for pig and poullry account for the majority of the costs for daily rearing
operation, which can be classified into compound feed (i % 73 1t). concentrate
feed (i #4 t1), and premix feed (134 41).

+ Compound feed is blended from various raw materials and additives. These
blends are formulated according 1o the specific requirements of the {arget
animal. They are manufaclured by feed compounders as meal type, pellets or
crumbles. The main ingredients used in commercially compound feed are the
feed grains, which include corn, soybeans, sorghum, oats. and barley,

- Concentrate feed is an incomplete feed which contains premix and protein
feed. and used with another to improve the nutritive balance of the total and
intended to be furlher diluted and mixed to produce a supplement or complete
feed,

+ Premix feed consists of micro-ingredients such as vilamins, minerals, antibiotic
additives mixed with a carrier in a cerlain proportion. It is necessary to add
additional energy feed and protein feed. Premix feed cannot be fed directly to
livestock and should be mixed with compound feeds.

Source: Frost & Sulfivan
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China’s Pig and Poultry Feed Market Analysis
Raw Material Price of Pig and Poultry Feed

Average Market Price of Corn and Soybean Meal (China), 2018-2022
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Corn and soybean meal, which are the primary raw materials of feeds for pig and poultry, have experienced volatility in
selling price due to various factors such as the policies of the PRC government and changes in supply and demand of
such commodities in the global markets.

+ The average market price of corn realized an increase from RMB2,040 per tonne in 2018 to RMB2,844 per tonne in
2021, with a CAGR of 8.7% from 2018 to 2022.

- The average market price of soybean meal remained relatively stable from 2018 to 2021, and rose rapidly to
approximately RMB4,642 per tonne in 2022, with a CAGR of 8.0% from 2022.

« The main drivers for the increase in average selling prices of corn and soybean meal in the PRC from 2018 to 2022
include (i) strong demand for corn and soybean meal from downstream industries, (i) restrictions on the supply chain
and logistics of corn and soybean meal due to the outbreak of COVID-19, and (iii) deteriorating crop conditions due to
extreme weather in China. Source: Ministry of Agriculture and Rural Affairs of China
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China’s Pig and Poultry Feed Market Analysis
Price of Pig Feed and Broiler Feed in China

Average Market Price of Pig Feed (China), Average Market Price of Brolier Feed (China),
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+ For the past few years, the market prices for both compound feed and concentrate feed for pig and broiler has been
relatively stable with a mild uptrend, and it is expected to remain steady or slightly increase from 2023 to 2027.

+ The market prices for premix feed for both pig and broiler witnessed a downward trend from 2018 to 2022.

Source: CAAA
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Appendix
About the Group

+ The pig future trading market in China matures gradually. Since China's launch of the pig fulures trading in January 2021, we have
become one of the pioneering Chinese pig breeding companies lo introduce the pig futures to hedge the pig prices, and one of the
first Chinese delivery houses for pig futures.

+ The Group is a leading and rapidly growing livestock and poultry breeding and farming enterprise in China, focusing on the breeding
and farming of pigs and yellow-feathered broilers.

+ The Group pioneered the assel-light, cost-effective and produclion-efficient No. 2 Family Farm mode! in China, which has significant
advantages compared to other farming models.

+ The Group is an industry leader among large-scale livestock and poultry breeding and farming enterprises in China in terms of pigs
and yellow-feathered broilers scales.

+ While belter supporling the needs of farm piglets and expansion of the breeding scale, the No. 2 Family Farm model also offers
unique advantages in terms of biosecurity, farming costs, expansion capabilities. internal replication, decentralisation. sustainable
development. and asset investment.

+ The Group has rich pig and yellow-feathered broiler genetic resources and an industry-leading breeding sysiem.

« The Group has leading R&D capabilities in China, and the Group was the only breeding and farming enterprise in China that had two
national key leading enterprises in agricultural industrialisation (L 4 A 4L B % F 2%+ 31 &%) and two national-level core pig
breeding farms (4 %34 £ 445,59 1F35) as at 30 September 2023.

+ The Group has an industry leading nucleus breeding herd in terms of stock volume.

+ In the nine months ended 30 September 2022, the Group’s national-level core pig breeding farms were consistently ranked as one of
the top farms by the Monthly Data Analysis Reporl of National Core Pig Breeding Farm ( {2 ¢4 84 & 4.8 7 4605 )] i F i A5 )
issued by the National Pig Genetic Evaluation Center (4 14 1458 (3 31 &5 7.0).

+ The Group is among one of the first batch of Chinese pig breeding companies to ulilize pig futures to hedge risks of fluctuations in
selling prices of pig. and have established one of the first Chinese delivery houses for pig futures.

+ Competition for the Group’s products in the PRC is primarily based on large-scale batch production capability, brand recognition,
quality, genetic traits, price, markeling strategies as well as distribution network.

+ For 2022, the average annual income of the Group’s farm owners was approximately RMB247,450, which was approximately 3.1
times the disposable income of a four-person household in rural China.

The Group’s employees have higher than average educational attainment than the industry norm.
« The Group is a major and rapidly growing livestock and pouttry breeding and farming enterprise in China, focusing on the breeding

and farming of pigs and yellow-feathered broilers. i —
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Appendix
Industry Norms

Market prices for biological assets are highly volatile and susceptible to significant fluctuations from period to period.
Developments in government regulation have driven consolidation in the Chinese pig and poultry farming industry, with
smaller operating enterprises unable to bear the increasing costs of regulatory compliance such as environmental
protection regulations.

The consolidation among industry participants in China may produce stronger domestic competitors as well as competitors
more specialised in particular segments and geographic markets.

The PRC government continues to play a significant role in regulating industry development and exercise significant
control over China's economic growth through allocation of resources, controlling payment of foreign currency-
denominated indebtedness, setting monetary policy, and providing preferential treatment to specific industries or
companies.

The Company's distributorship business model is an industry norm.

Currently, China's pig breeding and farming industry still has a relatively low concentration. It continuously increases in
scale.

Moderate-scale farms with a stock volume of 500 to 5,000 heads of pigs, which constitute the majority of the Group's
farms. Moderate-scale family farms with a stock volume of 500 to 5,000 heads of pigs have the requisite scale and
standard to enable a division of labor and benefit sharing mechanism between farming enterprises and farm owners, and
are environmentally friendly, efficient and sustainable.

As a result of China's diversified geographical landscape, uneven economic development and fragmented market demand,
there are many constraints on the development of farms with stock volume of over 5,000 heads of pigs.

Increasing the scale of production is one of the key indicators of development in modern animal husbandry, and that of
China's breeding and farming industry is still relatively low.

Farms that are operated under the cooperation of enterprises and individual farm owners can serve as examples in local
areas and promote economic development.

The pig trading market in China will mature gradually in the future.

Source. Frost & Sullivan
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Appendix
CoVvID-19

An outbreak of a respiratory disease COVID-19 was first reported in December 2019 and continues to expand across the
globe.

The World Health Organisation is closely monitoring and evaluating the situation, and it declared such outbreak as a public
health emergency of international concern and a global pandemic on 30 January 2020 and on 11 March 2020,
respectively.

To cope with such outbreak, China was completely locked down at the beginning of 2020, with closure of workplaces and
restrictions on the movement and travel of people.

Since the second quarter of 2020, although many of the measures within China have been relaxed, restrictions had been
re-imposed in certain cities from time to time. These measures have been further relaxed since December 2022.

The outbreak of the COVID-19 has impacted our business in many aspects. As affected by the COVID-19 pandemic, local
governments in certain parts of China imposed restrictions on enterprises to resume work. Also, lockdown of cities or road
closures were implemented in certain areas. Government authorities subsequently issued policies requiring that, during
the prevention and control of the COVID-19 outbreak, the supply of meat and other necessities shall be ensured, and the
transportation of agricultural raw materials including livestock, poultry and feeds shall not be intercepted.

The impact of COVID-19 pandemic includes (i) certain local governments suspended live poultry markets as part of the
pandemic control measures, (ii) social distancing, travel and traffic restrictions and (iii) the restrictions on the logistics in
certain abovementioned regions

COVID-19 outbreak did not have any material adverse impact on our business operation and financial performance,
mainly due to the facts that (i) pork and chicken are the most important protein sources for Chinese people, and the per
capita consumption thereof remained stable during the COVID-19 outbreak; (i} government authorities have implemented
policies and measures to ensure the stable supply of pork and other necessities during the COVID-19 outbreak, as well as
uninterrupted transportation of agricuitural production materials (including livestock, poultry and feeds) across regions;

Source! Frost & Sullivan
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Appendix

African Swine Fever & Avian Influenza

African Swine Fever

African Swine Fever is a falal disease for pigs. In August 2018, China's first African Swine Fever case was discovered in the
Northeast China and subsequently spread from north to south. As the African Swine Fever intensified in the second half of
2018, the stock volume of sows and supply of pigs dropped sharply.

In April 2019, all provinces, municipalities and autonomous regions in the PRC had reported African Swine Fever cases.

As African Swine Fever is highly contagious, once an oulbreak happens in one pig farm, all pigs on that pig farm would be
disposed in exlreme cases.

In 2020, the African Swine Fever has subsided compared with 2019.
Since 2021, only sporadic African Swine Fever cases have occurred in certain provinces in China.
Currently, there is no vaccine for African Swine Fever available in the market.

The government imposed restrictions on the transport of pigs to prevent and control the African Swine Fever, resulting in an
imbalance between the supply and demand of pigs among regions.

Avian Influenza

Avian influenza, in particular H5N1 virus, H7N9 virus and H5NG virus, is a type of disease which spreads through poultry and is
capable of killing millions of poultry and may, in some circumstances, be transmitted to humans, causing symptoms such as
fever, cough, sore throat, muscle aches and, in severe cases, breathing problems and pneumonia thal may be fatal. The
oulbreak of avian influenza in the past few years, particularly in 2016 and 2017, caused considerable damage to the national
and local economies in the PRC and other Asian countries.

H5N1 virus emerged in 1996 and was first identified in southern China, and human infections with H7NS virus were first
reported in the PRC in 2013. In 2014, the PRC reported its first human infection with H5SN6 virus. Avian influenza outbreaks that
had spread over the past two decades, particularly in 2004, 2005, 2016 and 2017, are considered a pandemic threat in the
PRC and other Asian countries.

In 2017, Guangzhou officials reported that more than 30 percent of live poultry markets were infected with Avian influenza. In
addition, the PRC reported an outbreak of avian influenza caused by H5N1 virus in Hunan Province and H5N6 virus in Sichuan

Province, respectively, in February 2020, and about 20,000 poultry from affected farms were culled at local poultry farms.
Source: Frost & Sulfivan
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Appendix
Abbreviations and Terms

CAGR: compound annual growth rate

China: if nol specified refers to mainland China, excluding Hong Kong, Taiwan and Macau

PRC: People's Republic of China F # A K 4ol

CMA: China Meat Association ' B 11 #53% &

GDP: gross domestic product

RMB: Renminbi, the lawful currency of the PRC

IMF (International Monetary Fund): £ 375 & 4k

OECD: Organisation for Economic Co-operation and Development 4% 44§ S 48 & 24

FAO: Food and Agricullure Organization 4 & & £if £ & # fazk

USDA: Uniled States Department of Agriculture 5z 44 £ % 35

CAAA: China Animal Agricullure Association P F & 48 £ 1 &

ASF: African Swine Fever gk 442

GGP: Great Grandparents Generation 1 L /X

GP: Grandparents Generation 1 X

PS: Parent Stock X & &

CG : Commercial generation 7 &b 41X

DOC: Day Old Chick fifi 5t

POL: PointoflLay #: T &H

Sow (£ % 4&44) : Female pig(s) which have been maled nalurally or inseminated artificially once.
Gilt (i%li&54) : Female pig(s) used for breeding and not yet farrowed.

Boar (42 ) : Male pig(s) which can be mated.

Farrowing: To give birth to a litter of piglets.

Weaning: To separate the piglets and its mother, and made them accustom to feed other than its mother's milk.
KA: Key Account ) it 5 7

Nursery pig(s): Young pig(s) of around 22-73 days old that have been weaned off sow and consuming feed.

. Suckling piglet(s}): Young piglels between birth and weaning (0-21 days of age) Source; Frost & Sullivan
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Appendix
Abbreviations and Terms

Limitations in Source of Information

« Value and percentage figures in this report are all rounded. Figures may not add up to the respective
totals owing to rounding.

+ The base year is 2022. The historic period is from 2018 to 2021. The forecast period is from 2023 to
2027.

Interviews with end-users, venders and distributors are conducted to collect information for this report,
based on a best-efforts basis.

Frost & Sullivan will not be responsible for any information gaps where interviewees have refused to
divulge confidential data or figures.

In instances where information is not available, figures based on similar indicators combined with Frost
& Sullivan in-house analysis will be deployed to arrive at an estimate.

Frost & Sullivan will state the information sources at the bottom right-hand corner of each slide for easy
reference.

Source: Frost & Sullivan
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Appendix
Methodology
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Frost & Sullivan is an independent global consulting firm, which was founded in 1961 in New York. It offers industry research and
market strategies and provides growth consulting and corporate training. Its industry coverage in the PRC includes automotive
and transportation, chemicals, materials and food, commercial aviation, consumer products, energy and power systems,
environment and building technologies, healthcare, indusirial aulomation and electronics, induslrial and machinery, and
technology, media and telecom.

The Frost & Sullivan Reporl is prepared through exlrapolating publicly available data such as information provided by
governments, industry associations, annual reports of public companies, industry reports and other available information gathered
by non-profit organizations.

The Frost & Sullivan's report includes information on the China's macro economy overview, pig breeding market analysis, pig
farming market analysis, pig slaughtering and pork processing market analysis, yellow-feathered broilers breeding market
analysis, yellow-feathered broilers market analysis, pig and poultry feed market analysis, and competitive landscape, elc.

In preparing for the report, Frost & Sullivan conducted both primary and secondary research and relied on various sources. The
primary research was conducted via interviews with key industry experts and leading industry participants. The secondary
research involved analysis of market data obtained from several publicly available data sources, such as National Bureau of
Statistics of China and other industrial associations.

Projecled total market size was obtained from historical data analysis plotted against macroeconomic data as well as specific
related industry drivers,

The market projections in the Frost & Sullivan Report are based on the following key assumplions:
(i) the overall social, economic, and political environment in China are expected to remain stable during the forecast period;
(ii) China's economic and industrial development are likely to maintain a steady growth in the forecast period;

(iii) retated industry key drivers are likely to drive the growth of the pig breeding and farming, pig slaughiering and pork
processing, broiler breeding and farming, and pig and poultry feed markels in China in the forecast period, such as rapid
growlh of consumption upgrade in China, favourable policies, stable demand from downstream industries and rise of scale
pig farming; and

(iv) there is no extreme force majeure or industry regulation in which the markel may be affected dramatically or
fundamentally.

All the data and information regarding the Group is provided by the Group. Source: Frost & Sullivan
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