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INDUSTRY OVERVIEW

The information and statistics set out in this section and other sections of this
document were extracted from different official government publications, available
sources from public market research and other sources from independent suppliers, and
from the independent industry report prepared by Frost & Sullivan (the “Frost & Sullivan
Report”). We engaged Frost & Sullivan to prepare the Frost & Sullivan Report, an
independent industry report, in connection with the [REDACTED]. The information from
official government sources has not been independently verified by us, the Joint Sponsors,
the [REDACTED], the [REDACTED], the [REDACTED], the [REDACTED], any of
the [REDACTED], any of their respective directors and advisers, or any other persons
or parties involved in the [REDACTED], and no representation is given as to its
accuracy.

SOURCES OF THE INDUSTRY INFORMATION

We commissioned Frost & Sullivan to analyse and prepare a report regarding China’s pig
breeding and farming market, China’s pig slaughtering and pork processing market, China’s
yellow-feathered broilers breeding and farming market, as well as China’s pig and poultry feed
market. Frost & Sullivan is an independent global consulting firm founded in 1961 in New
York that offers industry research and market strategies and provides growth consulting and
corporate training. We agreed to pay a commission fee of RMB1,060,000 to Frost & Sullivan
pursuant to a service agreement reached by arm’s length negotiation. Except as otherwise
noted, all of the data and forecasts contained in this section are derived from the Frost &
Sullivan Report. We have also referred to certain information in the “Summary”, “Risk
Factors”, “Business” and “Financial Information” sections to provide a more comprehensive
presentation of the industry in which we operate.

In preparing 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 the National Bureau
of Statistics of China and other industrial associations. The market projections in the Frost &
Sullivan Report are based on the following key assumptions: (i) the overall social, economic,
and political environment in China is expected to remain stable during the forecast period; (ii)
China’s economic and industrial development is likely to maintain a steady growth in the
forecast period; (iii) related industry key drivers are likely to drive the growth of the pig
breeding and farming, pig slaughtering and pork processing, broiler breeding and farming, and
pig and poultry feed markets in China in the forecast period; and (iv) there is no extreme force
majeure or industry regulation which may affect the market dramatically or fundamentally.

Our Directors confirm that, to the best of their knowledge, after making reasonable
inquiries and exercising reasonable care, there is no material adverse change in the market
information since the date of the relevant data contained in the Frost & Sullivan Report which
may qualify, contradict or have an impact on the information in this section.

OVERVIEW

China has enjoyed rapid economic growth over the past five years. One of the changes has
been the sustained growth in meat consumption. Despite the impacts of COVID-19 and African
Swine Fever, China’s appetite for overall meat consumption is growing steadily, and the meat
consumption momentum is expected to continue as disposable income increases.

Driven by the solid growth of China’s economy and disposable income, the Chinese per
capita annual expenditure increased from RMB19,853 in 2018 to RMB24,538 in 2022.
Although the per capita annual expenditure in China declined slightly by 1.6% in 2020 due to
impacts of the COVID-19 pandemic, the overall increase 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.
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According to the Organisation for Economic Co-operation Development and the Food and
Agriculture Organization, the major categories of meat consumption in China include pork,
poultry, beef, and mutton. Pork is currently the most consumed meat in China, with
approximately 28.5 kilograms per capita in 2022, accounting for 55.7% of total major meat
consumption per capita. Poultry is the second most commonly consumed meat, with
approximately 15.2 kilograms per capita, occupying 29.7% of total major meat consumption
per capita in the same year. The third most commonly consumed meat is beef, with
approximately 4.2 kilograms per capita, occupying 8.2% of total major meat consumption per
capita in 2022. In the future, pork consumption per capita in China is expected to maintain a
steady growth, representing a CAGR of 1.6% from 2022 to 2027. By the end of 2027, pork
consumption per capita will account for 57.7%, the largest proportion in terms of meat
consumption per capita in China. For the per capita consumption of poultry, beef, and mutton,
the figures are expected to reach 14.9 kilograms, 4.2 kilograms, and 3.4 kilograms per capita
in 2027, respectively, representing a CAGR of -0.4%, 0.0%, and 0.6% from 2022, respectively.

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 meat 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
is far less than that in the U.S., which shows great potential in the future.

China was the world’s largest pork production and consumption country in 2022,
accounting for 48.4% and 51.0% of world’s pork production and consumption, respectively. As
the most commonly consumed meat worldwide and one of the most important sources of
Chinese meat consumption, pork consumption per capita has been relatively stable in the past
five years. Due to African Swine Fever, pork consumption in China temporarily declined in
2019 and gradually recovered in 2020. Pork consumption per capita 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 approximately 1.6% in the next five years, with pork consumption per capita of 30.8
kilograms in 2027. Chicken consumption per capita in China reached only 11.4 kilograms in
2022. However, the chicken consumption per capita in China is expected to experience a faster
growth, at a CAGR of 4.6% from 2022 to 2027.

In line with the trend of pork consumption per capita in recent years, the pork production
in China was relatively stable at approximately 54.0 million tonnes in 2017 and 2018. Due to
the outbreak of African Swine Fever in the PRC since August 2018, the pork production
declined sharply by 21.3% to 42.6 million tonnes in 2019 and hit record low of 41.1 million
tonnes in 2020 as African Swine Fever continued to impact China’s pig industry. However, the
pork production recovered rapidly to 53.0 million tonnes in 2021 as consumer demand for pigs
persisted and the impact of African Swine Fever gradually faded and the pork production
increased slightly to 55.4 million tonnes in 2022, with a CAGR of 0.6% from 2018 to 2022.
The pork production is expected to increase to 56.8 million tonnes in 2027, representing a
CAGR of 0.5% from 2022 to 2027.

PIG FARMING INDUSTRY IN CHINA
Definition and classification of pigs

Pigs can be primarily divided into two main categories by purpose: breeding pigs and
market hogs. Breeding pigs refer to boars and sows exclusively used for breeding production.
Market hogs (including market piglets) are pigs primarily held for trading and production of
pork products, representing market piglets being small market hogs weighing between six to
25 kilograms.

The pig farming value chain

The upstream and midstream of the pig farming industry include raw material suppliers,
which consist of feed suppliers, equipment suppliers, animal health care suppliers, as well as
breeding suppliers, farming companies and individual farmers. The downstream consists of
dealers, slaughtering companies, and pork products manufacturers and processors.
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Major Pig Farming Models

China’s pi rming models mainly include individual farmi J2 P HEE), “Compan
Farming (/zEJF% %%)” a%d “Company )il- Farmers (/AW +%€%%%ﬂ%)( farming. “ComBan?
Farmmg” is where a company builds a farming base and employs labour force to carry out
scaled farming, 1nclud1nlgf reeding, fattening and other related processes. The scaled farming
model of “Company + Farmers” can be further divided into “Company + Piglet Fattening
Farm” (i.e. the No. 1 Family Farm model) and “Company + Sow Raising and Fattening Farm
%1.6. the No. 2 Family Farm model) according to the type of pigs that the comEanéprowdes to
armers. The No. 2 Family Farm model is an unique model pioneered by the Group in the
domestic pig farming industry. Under this model, the Group is able to expand its sow
production scale u_smg an asset-light a %roach as well as safeguard its biological assets of sows
through decentralized farming. In 2022, the output volume of scaled farms with an annual
output of over 500 heads only accounted for 60.8% of the total output volume in China. The
Bsrcentage of output volume of scaled farms is expected to further increase to 67.0% in 2027.

ith increasing market share of scaled farming, the Group can expect potentially milder pig
cycles ahead. The Group adopts a combination of “Company Farming,” “Company + Piglet
Fattening Farm” and “Company + Sow Raising and Fattening Farm” models. The table below
illustrate the details of each type of “Company + Farmers” models:

Company + Piglet Fattening Farm Company + Sow Raising and Fattening Farm

(The No. 1 Family Farm Model)

(The No. 2 Family Farm Model)

« Company provides farmers with weaned piglets + Company provides farmers with sows, feed,

. that cannot be raised as breeding pigs, feed, vaccines and drugs if the farmer meets the
Definition vaccines and drugs. The farmers fatten the piglets standard set by the company. Farmers are
and return the grown pigs to the company for responsible for raising the sows receive from the

an agreed fee. company, as well as producing weaned piglets

that are fattened either in the No. 2 Family Farm
or nearby No. 1 Family Farms.

« Easy to scale up « Less capital intensive and more scalable
¢ Scientific management system and unified « Stronger profitability
Advantage epidemic prevention standards *  More conducive to the prevention and control of

animal diseases and the protection of biological

* Relatively low capital requirements
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
technologies

* Generates higher and more stable income for farm
owners and therefore provides stronger incentives
for qualified farmers

¢ Higher production cost including land, labour, * Requires a more scientific and accurate
water and electricity costs compared to “Company cooperative ~ model ~ with  farmers  and
+ Sow Raising and Fattening Farm™ model management system

Source: Frost & Sullivan
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PIG CYCLE

The “Pig Cycle” refers to the cyclical change in pork price that is impacted by the
mismatch of demand and supply of pigs. A full pig cycle usually lasts approximately four to
five years in China historically. The pig cycle follows the rule: pork price increases — number
of sows increases — market hogs’ supply increases — pork price decreases — number of sows
decreases — market hogs’ supply decreases — pork price increases. Obviously, when the pork
price increases, more farmers are willing to raise more pigs which, accordingly, increases the
supply of market hogs. The increase of market hogs’ supply will cause the pork price to go
down.

The price of pork is determined by the price of pigs. Accordingly, in 2019, the monthly
average pig 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 pig price
reached RMB21.9 per kilogram. Entering 2020, the average pig price fluctuated at a higher
level, with an average price of RMB34.1 per kilogram, much higher than that of the past three
pig cycles since 2006. From January 2021 to December 2021, the monthly average pig price
declined from RMB35.8 per kilogram to RMB16.8 per kilogram. The average price of pigs
generally decreased in 2021 as compared with that in 2020 due to relatively high average price
in 2020 driven by the shortage of pigs in 2020 as a result of the outbreak of African Swine
Fever. Starting in 2022, the monthly average pig price recovered and increased to RMB20.2 per
kilogram in December 2022. With the effective prevention and control of African Swine Fever,
the output volume of pigs recovered in 2021 and 2022, resulting in lower average market prices
of pigs of RMB20.3 per kilogram in 2021 and RMB18.7 per kilogram in 2022. From January
2023 to May 2023, the monthly average pig price declined from RMB15.4 per kilogram to
RMB14.5 per kilogram. This is primarily attributable to the interplay of supply and demand
factors, influenced by the cyclical nature of the pig industry and weaker demand post-Lunar
New Year. However, as the pig supply gradually stabilizes and the demand 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. Looking forward, given that the demand of pigs in the PRC is
expected to be stable in the future and the impact from African Swine Fever has decreased, the
supply of pigs is expected to return to a normal level. In the future, the average market price
of pigs is expected to be more steady compared to that of previous years, with a modest overall
increase from 2023 to 2027. Fluctuation in the average market price of pigs is correlated with
the pig cycle. As scaled pig farming and breeding is further developed in the future, the pig
cycle is expected to gradually smooth out and the output and stock volume of pigs will be more
stable, resulting in more moderate fluctuations in pig prices.

Average Market Price of Pigs (China), January 2017-May 2023
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The price of breeding pigs mainly depends on the pigs’ breed, weight, and supply and
demand, and can be affected by the pig cycle as well. The average price of breeding pigs
increased significantly from RMB1,829 per head in 2018 to RMB4,528 per head in 2020 and
dropped significantly again to RMB2,401 per head in 2021. The average price then remained
relatively stable with slight increase, and reached RMB2,531 per head in 2022. It is estimated
that the average price of breeding pigs has reached the periodic peak in 2020 and will become
more stable in the future with the development of the pig breeding industry. The average price
of breeding pigs is expected to reach RMB2,720 per head in 2027, with a CAGR of
approximately 1.5% from 2022 to 2027.

Average Price of Breeding Pigs (China), 2017-2027E
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Source: Frost & Sullivan

In the future, as scaled pig farming and breeding is further developed, the pig cycle is
expected to become smoother and pig price fluctuation is expected to become more moderate.
The average price of both pigs and breeding pigs is expected to be more stable.

CHINA’S PIG MARKET
Output and Stock Volume of Pigs

The output volume of pigs, which include breeding pigs and market hogs, remained
relatively stable from 2017 to 2018 and decreased from 693.8 million heads in 2018 to 527.0
million heads in 2020, mainly due to the outbreak of African Swine Fever in the PRC since late
2018. As the consumer demand for pigs remains strong in China, the output volume of pigs
strongly recovered in 2021 due to the effective prevention and control of African Swine Fever
and more pig farming companies expanding their scale of operation. The output volume of pigs
is anticipated to increase to 710.0 million heads in 2027, representing a CAGR of 0.3% from
2022. The pig market in China is highly fragmented, where the output volume of scaled farms
with an annual output of over 500 heads only accounted for 60.8% of the total output volume
in 2022, as compared with over 97.0% in the United States. Looking into the future, the market
consolidation is expected to accelerate as the PRC government has made food safety and
quality policies a top priority and has continued to adopt and enforce more stringent industry
standards for pig production. This will benefit large-scale enterprises with strong core
competitiveness.

- 103 -



“THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.”

INDUSTRY OVERVIEW

Output Volume of Pigs (China), 2018-2027E
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Similar to the output volume of pigs, the stock volume of pigs in China significantly
dropped in 2019 due to the outbreak of African Swine Fever. Driven by market demand and the
promotion of favourable policies, the industry resumed production actively and the year-end
stock volume of pigs rose sharply 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 decrease slightly to 438.3 million heads in 2027, representing a CAGR
of -0.6% from 2022.

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

Improved operational efficiency. Through increasing adoption of modern management
procedures and advanced technologies, pig farms in China have been streamlining and
optimising business operations. In addition, the transformation in China’s pig farming industry,
featured by the reduction of individual farming and increasing concentration in scaled farming,
has further driven economies of scale and operational efficiency in the entire industry.

Stable downstream demand. Along with the improvement of living standards and
changes to dietary habits, Chinese consumers’ demand for animal-based food continues to grow
and China’s pork consumption is increasing steadily. Within meat consumption, the proportion
of pork products, especially low temperature pork products, will continue to increase rapidly
with the improvement of living standards and the strengthening of healthy eating habits in
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China. Despite the rise in vegan or vegetarian population in China, pork has a long-standing
cultural significance in Chinese cuisine and tradition and continues to be a staple meat in many
traditional Chinese dishes. Cultural factors will thus continue to play a significant role in
dietary choices of Chinese consumers. Taking into account the cultural attachment to pork,
Chinese consumers’ increasing awareness of healthy eating habits will lead to increased
demands for high-quality, safe and nutritional pork products. The Group is capitalizing on this
trend by expanding into downstream sectors, including pig slaughtering and pork processing,
to meet the evolving demands of health-conscious consumers and gain a higher degree of
control over food safety and quality across the entire value chain.

Supportive government policies. The PRC government has been a key advocate in
promoting the 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 stabilise pig
production and promote scaled and modern farming of pigs. For example, the State Council of
the People’s Republic of China promulgated the “Opinions on Stabilizing Pig Production and
Promoting Transformation and Upgrading” ( (Bidfee 2B 584 E e EEA AR E ) ),
which sets forth specific targets for the development of the pig farming industry. One of the
key objectives is to achieve a scale-up in farming operations, with pig farms having an annual
output volume of more than 500 heads, reaching a proportion of over 65% by 2025.
Additionally, the same policy aims to increase the domestic self-sufficiency rate of pork supply
to approximately 95%. These favorable government policies have laid a solid foundation for
the long-term growth of China’s pig farming industry, effectively strengthening the prevention
and control of African Swine Fever. The same policy also calls for (1) the provision of
subsidies and financial support to pig farmers to encourage investment, (2) modernization and
expansion of pig farming operations, (3) promotion of scientific and technological progress in
pig production, (4) implementation of measures such as price controls, subsidies for pig feed,
and strategic pork reserves to stabilize pork prices and ensure stable market supply, and (5)
enhancement of disease surveillance systems to prevent and control animal diseases that can
significantly impact the pig farming industry. Such favourable government policies have
provided a sound foundation for the development of China’s pig farming industry in the
long-term, reducing the risks for biological asset safety and effectively restoring the supply and
demand of the pig market. Furthermore, in the Key Points of Rural Industry Work ( (Péﬁfﬁﬁﬁ
# TA/EZEE) ) published by the MARA in 2020, the MARA encourages cooperation among
leading enterprises, family farms, and individual farm owners, thereby establishing in-depth
and mutually beneficial cooperation between leading enterprises and farm owners.

Market Trends of the Pig Market

Rising market concentration. The market concentration of the pig farming industry in
China has increased rapidly in the past few years but the concentration level is still relatively
low. In terms of sales value of pigs, the CR10 of Chinese pig farming companies has grown
rapidly from 8.0% in 2018 to 18.0% in 2022, while that in the United States has reached about
50.6% in 2022, signifying that there is still ample room for growth in the concentration of
Chinese scaled pig farming companies. In the coming years, with rising labour costs and the
residual impacts of African Swine Fever, the gap between the production scale of individual
farmers and scaled pig farming companies as well as the output efficiency will continue to
gradually widen. Scaled pig farming companies with advanced technology are expected to be
able to rapidly and continuously expand their market share with relatively low cost.

Stricter requirement to comply with environmental regulations. In recent years, the PRC
Government has stepped up the enforcement of environmental laws and regulations such as the
Environmental Protection Law, the Administrative Measures on the Prevention and Cure of
Pollution Caused by Livestock and Poultry Farming, 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 of a large
number of small-scale market hog farming companies in the country. In 2019, the State Council
issued Opinions on Stabilising Hog Production and Promoting Transformation and Upgrading,
which regulated a series of hog production requirements.

More scientific operations and management. Scaled business operation makes it possible
for scaled pig farming companies in China to adopt more scientific operation and improve
efficiency and profitability. In the meantime, these pig farming companies are investing more
resources in R&D of cutting-edge technologies and methods, which will allow them to

- 105 -



“THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.”

INDUSTRY OVERVIEW

significantly optimise their business operations. The intelligent management of pig farms is
expected to provide more comprehensive data and technical support for industry participants,
such as the government and pig farming companies, thereby improving operational efficiency
in various aspects.

Consumer demand for safe and high-quality products. Food safety and quality has
become one of the most important factors in Chinese consumers’ choice of food. 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
profit margins.

Entry Barriers to the Pig Market

Technical barriers. With the development of pig farming industry from a traditional
scattered mode to a modern scaled mode, the economic benefit of scaled farming depends on
the efficiency of various technical capabilities such as breeding and farming management,
animal nutrition, biological health, production management and pig pen construction. A
technologically advanced scaled pig farming company can efficiently minimise costs and resist
market risks although it requires expertise and strict technical standards.

Sales channel. A stable sales channel is important for the development of an enterprise.
The coverage and penetration of sales channel determine the development and competitiveness
of scaled pig farming companies.

Initial capital investment. It is crucial for new entrants to have sufficient capital for the
construction of production sites, the purchase of production equipment and the establishment
of epidemic prevention systems. For players who want to achieve sizable scale in the pig
market, sufficient startup capital is necessary, which sets a barrier for new entrants.

Talent barriers. Scaled farming utilises professional technologies in various processes,
such as breeding, feeding, epidemic prevention, etc.. Therefore, scaled farming especially
requires a large number of experienced technical personnel and management personnel who
specialise in breeding and disease prevention. A scaled pig farming company can only function
well through systematic coordination and collaboration of various talents. It takes time to train
technical personnel and accumulate the relevant experience, which imposes barriers for new
entrants.

Farming environment. Epidemic prevention is a key part of pig farming, and scaled pig
farming companies have higher requirements on the farming environment. Pig farms are
generally required to be located in area with high terrain, good isolation conditions, low
population density and minimal pollution sources. For scaled pig farming companies, pig
farming sites must be located in large spaces that are sufficient to accommodate the scale of
farming.

Competitive Landscape of the Pig Market
China’s pig market is highly fragmented. The top ten players accounted for an aggregate
market share of 19.9% and 18.0%, respectively, in terms of sales value and sales volume of

pigs in 2022, respectively. The Group ranked sixth in terms of both sales value and sales
volume of pigs.
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Top Ten Pig Providers in Terms of Sales Value and Sales Volume (China), 2022

Ranking Pig providers Sales value of pigs  Nfarket share (%) Ranking  Pigproviders | Stlesyolume of pigs  nporpe share (%) CAGR 20-22 (%)
1 Company A 119.7 9.1% 1 Company A 538 7.1% 72.4%
2 Company B 426 32% 2 Company B 17.9 2.6% 37.0%
3 Company C 24 1.7% 3 Company C 122 1.7% 32.8%
4 Company D 210 1.6% 4 Company D 93 13% 33.9%
5 Company E 125 1.0% 5 Company G 8.4 12% )
L6 TheGrow W7 0% [ 6 TheGrowp 54 0%
7 Company F 11.1 0.8% 7 Company J 52 0.7%
8 Company G 8.6 0.7% 8 Company F 5.1 0.7%
9 Company H 6.9 0.5% 9 Company E 48 0.7%
10 Company I 5.5 0.4% 10 Company H 44 0.6%
Top ten 262.0 19.9% Top ten 126.5 18.0%
Total 1,311.1 100.0% Total 700.0 100.0%

Notes: Note:

1. Company A is an A-share listed company headquartered in 1. Company J is an A-share listed company headquartered in
Henan. It focuses on raising and providing breeding pigs and Fujian. It mainly provides breeding pigs, market hogs, pork,
market hogs. and feeds.

2. Company B is an A-share listed company headquartered in  g,yrce: Frost & Sullivan
Guangdong. It focuses on livestock raising and food
processing.

3. Company C is an A-share listed company headquartered in
Sichuan. It mainly provides breeding pigs, market hogs,
poultry, and feeds.

4. Company D is a private company headquartered in Jiangxi. It
mainly focusing on feeds, live pig breeding and raising.

5. Company E is a private company headquartered in Guangxi.

It mainly raising and providing breeding pigs and market
hogs.

6. Company F is a subsidiary of a Hong Kong-listed company
headquartered in Thailand. It mainly provides breeding pigs,
market hogs and feeds.

7. Company G is an A-share listed company headquartered in
Jiangxi. It focuses on livestock and poultry farming and food
processing.

8. Company H is an A-share listed company headquartered in
Zhejiang. It focuses on livestock and poultry farming and
food processing.

9. Company I is an A-share listed company headquartered in
Beijing. It mainly provides breeding pigs, market hogs and
feeds.

Source: Frost & Sullivan

CHINA’S BREEDING PIG MARKET
Overview of the Breeding Pig Market

A pig breeding system includes three generations, namely the Great Grandparent (GGP),
the Grand Parent (GP) and the Parent Stock (PS). Breeding pigs mainly include purebred pigs
and two-breed crossbred pigs. Purebreds are pigs bred from parents of the same breed. The
GGP can further be categorised into nucleus breeding herds and first-level multiplying herds
according to their function in the breeding system. The nucleus breeding herds are used for
farming and testing in the pig industry to determine the quality of breeding pigs in the breeding
system. A first-level multiplying herd consists of breeding pigs selected from a nucleus
breeding herd that are responsible for supplying purebred stocks to downstream participants,
which increases the scale to support the production of crossbred pigs and market hogs.
Two-breed crossbred pigs are breeding pigs produced by crossbred pigs with two different
breeds or varieties.

Breeding pig providers focus on finding high-quality genes through introducing high
quality GGP and growing GP and PS pigs. Compared with local breeding pigs, imported
purebreds have better performance in terms of breeding ability, feed conversion rate and rate
of growth. Species of breeding pigs imported into China mainly include Yorkshire (£J%%),
Duroc (F£i% 5¢), Landrace ({2 H), and Berkshire (E2 5 &). It is most popular and commercially
valuable to utilise two-breed crossbred pigs in China’s breeding pig market. The diagram below
illustrates the hybrid breeding model.
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Purebred Pigs (Nucleus + Multiplication)
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Source: Frost & Sullivan

Breeding pigs include sows and boars. The pig breeding market in China is cyclical, and
the demand for breeding pigs fluctuates along with the demand for downstream products. From
2018 to 2019, the total stock volume of breeding pigs in China experienced a sharp decline
caused by African Swine Fever outbreaks in China from August 2018 to July 2019. The total
stock volume of breeding pig rebounded back to 44.1 million heads in 2022, representing a
CAGR of 3.5% from 2018 to 2022. In 2020, due to the strong demand for pigs from
downstream industries and a 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 lower PSY and higher feed conversion rate. In 2021, the lack of breeding pigs has
been notably relieved. In the future, it is estimated that the total stock volume of breeding pigs
will experience mild fluctuation and reach 43.3 million heads in 2027, representing a CAGR
of -0.4% from 2022 to 2027.

Total Stock Volume of Breeding Pigs (China), 2018-2027E
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Source: Ministry of Agriculture and Rural Affairs of the PRC, Frost & Sullivan
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Competitive Landscape of the Breeding Pig Market

As an industry norm, some scaled pig breeding companies adopt the “Company Farming”

model (as discussed below), where some breeding pigs are only used internally and are not sold
externally. For leading breeding pig providers, the majority of breeding pigs are used internally
so as to maintain the farming of market hogs. As a result, China’s breeding pig market is
fragmented in terms of external sales.

In 2022, we were one of the top ten breeding pig providers in China in terms of sales

volume. We are a leading pig supplier in terms of the stock of Great Grandparent nucleus
breeding herds and genetic material in the PRC. The table below shows the details of our major
competitors and our ranking in China.

Notes:

© ® =N o R WD

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

Ranking Breedi.ng pig Sales Yolqme of breeding Market share
providers pigs (thousand) (%)

1 Company A 346.0 5.6%

2 Company K 104.0 1.7%

3 Company F 100.0 1.6%

4 Company E 97.3 1.6%

5 Company L 80.0 1.3%

6 Company J 64.0 1.0%

7 Company M 60.0 1.0%

8 Company N 54.7 0.9%

9 Company I 52.0 0.8%
|10 TheGrwp 26 05%
""" Topten 906  160%

Total 6,176.7 100.0%

Company A is an A-share listed company headquartered in Henan. It focuses on raising and providing breeding
pigs and market hogs.

Company K is a Hong Kong listed company headquartered in Beijing. It mainly provides breeding pigs, market
hogs, pork, and feeds.

Company F is a private company headquartered in Beijing. It mainly provides breeding pigs, market hogs,
poultry, and feeds.

Company E is a private company headquartered in Guangxi. It mainly raising and providing breeding pigs and
market hogs.

Company L is an A-share listed company headquartered in Sichuan. It mainly provides breeding pigs, market
hogs, and feeds.

Company J is an A-share listed company headquartered in Fujian. It mainly provides breeding pigs, market
hogs, pork, and feeds.

Company M is a private company headquartered in Sichuan. It mainly raising and providing breeding pigs and
market hogs.

Company N is a private company headquartered in Sichuan. It mainly provides breeding pigs, market hogs,
poultry, and feeds.

Company I is an A-share listed company headquartered in Beijing. It mainly providing feeds, breeding pigs
and market hogs.

Source: Frost & Sullivan
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CHINA'’S PIG SLAUGHTERING AND PORK PROCESSING MARKET
Overview

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.
Highly correlated to the output volume of pigs, the slaughter volume of pigs (“E%5 /B &) in
China was also negatively impacted by African Swine Fever since 2019. Driven by market
demand and the promotion of favourable policies, the industry resumed production actively,
and the slaughter volume of pigs rose sharply from 460.0 million heads in 2020 to 600.0
million heads in 2021.

The scale rate of the pig slaughtering market, which refers to the percentage of slaughter
volume of designated pig slaughtering companies (BB DA 25 5% 7 B & 52 42 2£) with an annual
slaughter volume of above 20,000 heads to the total pig slaughter volume, 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.

In 2022, six out of the top ten pig providers in terms of pig sales volume had businesses
in upstream, midstream and downstream of the value chain, including feed processing, pig
breeding, pig farming, pig slaughtering and pork processing.

This business model of value chain integration allows a company to control all production
processes and gain competitive advantages in food safety, epidemic prevention and control,
environmental protection, quality control, scaled operation, cost control, as well as achieve
higher margins via business expansion into pork deep processing.

Market Size of Pork Products

China’s pork processing market is highly fragmented. Pork generally consists of (i) fresh
pork, which has three main categories according to the storage temperature after slaughtering,
namely warm fresh pork, chilled fresh pork and frozen pork, and (ii) pork products, which are
processed pork with additives and have different texture from fresh pork.

Pork has traditionally been the primary meat for Chinese consumers. In 2022, China was
the world’s largest pork production and consumption country, accounting for 48.4% and 51.0%
of world’s pork production and consumption, respectively. The production volume of pork in
China was relatively stable in 2017 and 2018, which was around 54.0 million tonnes per year.
In late 2018, African Swine Fever broke out in China and pork production declined sharply by
21.3% to 42.6 million tonnes in 2019, and hit a record low of 41.1 million tonnes in 2020. In
2021, as African Swine Fever came to an end, 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 robust slaughtering and consumption, 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 is equal to the domestic pork production
volume plus the imported pork volume, minus the exported pork volume. In China, pork is
rarely exported to other countries, so the exported volume is very limited; therefore, the gap
between production volume and apparent consumption volume of pork is more or less equal to
the imported volume. From the demand side, the trend of apparent consumption volume of pork
is very similar to that of the production volume. The apparent consumption volume of pork
increased slightly from 55.2 million tonnes in 2018 to 57.2 million tonnes in 2022, with a
CAGR of 0.9%, and is expected to increase to 58.4 million tonnes in 2027, with a CAGR of
0.4% from 2022.
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Pork Production Volume and Pork Apparent Consumption Volume in China, 2018-2027E

CAGR 18-22 CAGR 22-27E
- B Production Volume 0.6% 0.5%
(Million Tonnes) .
I Apparent Consumption Volume 0.9% 0.4%

80

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

Source: National Bureau of Statistics, USDA, Frost & Sullivan

Pork can be processed into fresh pork and processed pork products. Over the past few
years, the production volume of processed pork products has increased steadily from 9.9
million tonnes in 2017 to 10.2 million tonnes in 2018. Due to the outbreak of African Swine
Fever in the PRC since late 2018, the production volume of processed pork products declined
accordingly by 13.3% to 8.9 million tonnes in 2019 and remained stable at 8.8 million tonnes
in 2020. In 2021, the production volume of processed pork products increased to 10.6 million
tonnes after recovery from African Swine Fever, and further increased to 11.5 million tonnes
in 2022, representing a CAGR of 3.0% from 2018. In the future, the production volume of
processed pork products is anticipated to 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. Fresh pork production
was stable in 2017 and 2018, with production volume of approximately 44.0 million tonnes per
year. In 2019, the fresh pork production volume declined sharply by 23.1% to 33.7 million
tonnes due to African Swine Fever and hit a record low of 32.3 million tonnes in 2020. In 2021,
as African Swine Fever was well controlled, fresh pork production volume recovered to 42.4
million tonnes, and further increased to 43.9 million tonnes in 2022, representing a CAGR of
0.1% from 2018. In the future, fresh pork production volume is expected to increase to 42.7
million tonnes in 2027, with a CAGR of -0.6% from 2022.

In general, the production volume of processed pork products is growing at a faster rate
than that of fresh pork. In the future, processed pork products are expected to account for an
increasing share of the total pork production, from 20.8% in 2022 to 24.8% in 2027.
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Production Volume of Pork by Category (China), 2018-2027E

CAGR 18-22 CAGR 22-27E

Total 0.6% 0.5%
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Source: National Bureau of Statistics, Frost & Sullivan

Market Drivers of China’s Pork Products Market

Continuous consumption upgrade and demand for product diversity. Chinese
consumers’ demand for better-quality and higher-grade foods, such as branded pork products,
will become a major driving force in the development of pork products. Due to traditional
dietary habit and limited variety of processed pork products, pork consumption in China has
been mainly concentrated in fresh pork. In recent years, leading pork products suppliers are
committed to developing various pork products with different flavours in order to meet the
diverse consumption preferences of different consumer groups, which is expected to drive the
consumption of pork products in the near future.

Increasing concentration in the pig slaughtering industry. The State Council executive
meetin%ﬂpassed the “Regulations on the Administration of Pig Slaughter (Revised Draft) HE
SRS PR MBI (IEFTH2)) in May 2021. More stringent pig slaughtering regulations
restricting the supply of fresh pork will prompt the slaughter industry to upgrade its production
capacity, increase industry concentration, reduce disorderly competition and increase food
safety.

Transformation brought by the generation Z. The post-80s and post-90s generations,
especially generation Z which refers to the generation born in 1995-2009, have gradually
become the leading consumer group in China. The young generations desire healthier foods and
convenience for direct consumption. Low-fat, low-salt pork products that are easy-to-consume
and well-cooked cater to their preferences, which will inject new vitality into the consumption
of pork products.

Trends of China’s Pork Products Market

Increasing industrial integration rate. In 2022, six out of the top ten pig providers had
businesses in the upstream, midstream and downstream of the value chain including feed
production, pig breeding, pig farming, pig slaughtering and pork processing. Leading
companies in the industry unified production standards and implement production management
throughout the value chain to ensure unified quality of products. The increasing industrial
integration rate can also help companies accumulate competitive advantages in food safety,
epidemic prevention and control, environmental protection, quality control, scaled operation,
cost control, etc.

Continuously growing processed pork products market. Chinese consumers, especially
the young generation, have become more health-conscious and place greater importance on
balanced diet and diversified nutrients. The demand for processed pork products that are high
quality, safe, and nutritional will be increasingly heightened. In the future, the proportion of
fresh pork will tend to decrease and the proportion of processed pork products will tend to
increase.
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OVERVIEW AND MARKET SIZE OF BROILER INDUSTRY IN CHINA

The broiler industry has three segments including yellow-feathered broilers, white-
feathered broilers, and 817 broilers (a smaller type of white-feathered broiler). Historically,
white-feathered broilers and yellow-feathered broilers have dominated China’s broiler meat

production.

The total output volume of broilers in the PRC remained relatively stable from 2017 to
2018 and rose rapidly to 11.4 trillion birds in 2019 due to the decrease in pork supply, and then
further increased to 12.5 trillion 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 result of overcapacity, lower revenue from
catering 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.

YELLOW-FEATHERED BROILER FARMING INDUSTRY IN CHINA
The Yellow-feathered Broiler Farming Value Chain

The yellow-feathered broiler farming industry value chain in China is typically divided
into three major sectors, namely upstream, midstream and downstream. The upstream and
midstream mainly include feed suppliers, animal health care suppliers, equipment suppliers, as
well as breeding suppliers, farming companies and individual farmers. The downstream
consists of dealers, slaughtering companies, wet markets and chicken products processors.

Upstream Midstream

Yellow-feathered
broiler breeding and
farming participants

Raw material suppliers

.....................

Yellow-feathered broiler Dealers

Feed suppliers I breeding suppliers H = P :
care suppliers : H H i ___companies :

Animal health
Yellow-feathered broiler : H
farming companies : ‘
Equipl:nent » Yellow-feathered
suppliers H : adnaranmers : Chicken products

processors

Source: Frost & Sullivan

- 113 -



“THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.”

INDUSTRY OVERVIEW

Major Broiler Farming Models

China’s broiler farming models mainly include individual farming, the family farm model
and the farming base model.

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 a farming company’s standards,
while the farming company provides chicks, feed, medicines, and technical support. The
farming base model refers to the model under which a farming 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. The Group adopts a combination of the family farm model
and the farming base model. The table below illustrates the details of each model:

Individual farming Family farm model Farming base model

Comprehensive supervision and

control are relatively difficult High capital requirements

@ Low capital requirements

¢ Primitive breeding method
and the technological capability * Low fixed assets investment
needs to be improved

¢ Standardised farms and advanced
equipment
* Broiler farming companies are

@ * Food safety cannot be able to focus on technological o Ll e eficlsuey
effectively guaranteed breakthroughs, product * Real-time monitoring of farming
* Dysfunctional animal disease development and nutritional process
prevention and control formula adjustment ) } )
system ¢ Effective disease prevention

Source: Frost & Sullivan

CHINA’S YELLOW-FEATHERED CHICKEN BREEDER MARKET
Overview of Yellow-feathered Chicken Breeders

Yellow-feathered chicken 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 are
60 national breeds, 36 local breeds, and 1 breed under breeding. The 60 national breeds are
mainly from Guangdong and Guangxi Zhuang Autonomous Region, which accounted for
63.3% of the national breeds. The remaining 36 local breeds are from various provinces in
China, demonstrating the long history and rich breeding resources of Chinese yellow-feathered
broiler breeding.
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Market Size of Yellow-feathered Parent Stock Chicken Breeders

Over the past few years, due to the impact of African Swine Fever on the pig breeding
industry, the stock volume of yellow-feathered parent stock chicken breeders in China has
achieved stable growth from 37.5 million birds in 2018 to 43.0 million birds in 2020 as
consumers considered chicken as an alternative to pork. After a slight decrease in 2021, due
to (i) the recovery of the year-end stock volume of pigs and production volume of pigs, and (ii)
the continuous rise in the price of poultry feed that year, the stock volume of yellow-feathered
parent stock chicken breeders still grew at a CAGR of 1.0% from 2018 to 2022. For the next
few years, the stock volume of yellow-feathered parent stock chicken breeders is expected to
reach 42.0 million sets in 2027, representing a CAGR of 1.5% from 2022.

Stock Volume of Yellow-Feathered Parent Stock Chicken Breeders (China), 2018-2027E
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Source: China Animal Agriculture Association (“CAAA”), Frost & Sullivan

Competitive Landscape of Yellow-feathered Parent Stock Chicken Breeder Market

China’s yellow-feathered parent stock chicken breeder market is highly concentrated. The
top three players accounted for an aggregate market share of 51.0% in terms of the sales
volume of yellow-feathered parent stock chicken breeders in 2022. We were the second largest
yellow-feathered parent stock chicken breeder provider in terms of sales volume of yellow-
feathered parent stock chicken breeders, with a market share of 19.3% in 2022.
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Top Three Yellow-feathered Parent Stock Chicken Breeder Providers in Terms
of Sales Volume (China), 2022

Sales volume of yellow-feathered

(million sets)
— ! _ CompanyB _ __ _ __ _ 2 A%
| 2 The Group 23 19.3% |
73 7 compamyo T T T T T T T T T oo T T T asa
Top three 6.1 51.0%
Total 12.0 100.0%
Note:
1 Company O is an A-share listed agriculture company headquartered in Jiangsu. It principally engaged in

breeding and raising of yellow-feathered broilers and pigs.

Source: Frost & Sullivan

CHINA’S YELLOW-FEATHERED BROILER MARKET
Overview of Yellow-Feathered Broilers

Broilers are raised to produce chicken meat products for sale. Broilers mainly include
yellow-feathered broilers and white-feathered broilers. These two types of broilers have
dominated China’s chicken meat production. White-feathered broilers are closely associated
with the light meal market due to their higher protein, lower fat, lower cholesterol and lower
calorie content, as well as their economical and environmentally-friendly breeding. White-
feathered broilers are more suitable for western cooking, and frying is the most common
cooking method. Yellow-feathered broilers are a domestically bred species in China.
Yellow-feathered chicken meat is preferred in China because it is considered by many Chinese
consumers to be more flavourful and tasteful than white-feathered chicken meat, and is more
suitable for Chinese cuisine, fit for a variety of cooking methods.

Market Size of Yellow-Feathered Broilers

The yellow-feathered broiler is a traditional poultry breed in China that is well known for
its unique meat flavour and great taste. 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 supply. The subsequent increased demand for poultry further drove the
expansion of the yellow-feathered broiler industry. However, by 2020, this expansion started
to slow down due to the recovery of China’s swine herds. In addition, the outbreak of
COVID-19 also had an impact on the yellow-feathered broiler industry. 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 transportation restrictions, many live bird markets
remain closed. As such, the output volume of yellow-feathered broilers declined to 3,730.0
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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 to
recover gradually, reaching a high output volume in 2024. From 2022 to 2027, the output
volume of yellow-feathered broilers is predicted to increase from approximately 3,730.0
million birds to approximately 4,080.0 million birds.

Output Volume of Yellow-feathered Broilers (China), 2018-2027E
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The average wholesale price of yellow-feathered broilers achieved rapid growth from
RMB15.7 per kilogram in 2018 to RMB16.7 per kilogram in 2019, primarily attributable to the
shortage of swine herds as affected by African Swine Fever outbreak in 2018. In addition, due
to 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 three types of yellow-feathered broilers also showed an
increasing trend from 2020 to 2021. According to the CAAA, the average wholesale prices of
fast-growing, medium-growing, and slow-growing yellow-feathered broilers were RMB11.3
per kilogram, RMB13.6 per kilogram, and RMB17.5 per kilogram in 2021, respectively,
showing a growth rate of 14.9%, 18.1%, and 11.2% from 2020, respectively. The average
wholesale price of yellow-feathered broilers further increased to RMB15.6 per kilogram in
2022 as compared with that in the same period of 2021 due to the decrease in the output volume
of yellow-feathered broilers by individual farmers and farming companies in 2022. The
average wholesale price of yellow-feathered broilers is expected to decrease to RMB15.2 per
kilogram by the end of 2027, representing a CAGR of -0.5% from 2022.
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Average Wholesale Price of Yellow-feathered Broilers (China), 2018-2027E
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Source: CAAA, Frost & Sullivan
Market Drivers

Growth of China’s economy and sustained urbanisation. With the steady growth of
China’s economy, continuing urbanisation, and consumption upgrades, Chinese consumers are
increasingly willing to consume high-protein and low-fat meat, such as chicken meat.
According to the United States Department of Agriculture (“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 to increase to 20.1 million tonnes in 2027
at a CAGR of 4.6% from 2022.

Thriving new retail models and Chinese cuisine market. Broiler manufacturers leverage
the thriving online retail model and China’s fast and convenient delivery network to penetrate
regional markets. In recent years, the emergence of new data-driven retail models and efficient
supply chain have driven the sales of chilled/frozen chicken products and offered superior
customer experience. In addition, Chinese cuisine, as a major consumption scenario for
yellow-feathered broilers, accounted for the largest portion of 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 broiler industry and are expected to drive chicken
consumption in China.

Scale development and industry chain extension. Industrial scaled development helps
reduce management costs and facilitates 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 markets to enhance the value of the
products, such as prepared chicken and chicken snacks. 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 stability of raw
material prices, and the quality of downstream products.

Diversified chicken products to meet consumers’ various demand. The chicken products
on the market are becoming increasingly diversified in terms of variety, such as green-footed
chicken and yellow-footed chicken, as well as in terms of ways to serve in order to cater for
consumers’ various needs and the dietary habits in different regions. As a result, more
consumer groups are expected to be covered in the future.

Changes in consumption structure and nutritional structure. Nowadays, consumers are
increasingly pursuing healthy diets, which feature lower fat, lower calories, less sugar as well
as rich fi%re and nutrition. As a result, the consumption of chicken, which has relatively low
fat and high protein, is expected to increase in the future.

Market Trends

Branding. Since there are only a few well-known chilled products brands, there is still
limited brand awareness of the yellow-feathered broiler in the downstream market. Consumers
are not familiar with brands of chilled and deep-processed foods, so the consumption volume
of these products is relatively small. In the future, with the development of the chilled products
and the establishment of downstream deep-processed food brands, it is expected that the
consumption of yellow-feathered broilers will gradually increase.
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Deep processing and chilled products. Traditionally, over 80% of yellow-feathered
broilers are sold live. However, the number of live markets and urban wet markets are
shrinking due to the avian influenza outbreak and COVID-19. As a result, an increasingly large
number of yellow broilers are being slaughtered outside of populated areas and brought to
market chilled. Large poultry producers have introduced new chilled products, including
pre-cut packages for convenient at-home preparation. Companies are more willing to develop
a wider variety of products. As such, product offerings are more diversified and consumer
groups are further expanded. Consumers are becoming increasingly receptive to deep-
processed products.

Indoor farming. Indoor farming is one of the trends in the yellow-feathered broiler
market in the future. Through indoor farming, automated machines will be deployed to improve
the efficiency of yellow-feathered broiler farming and the sanitary conditions of the farming
environment, such as temperature, humidity, air quality, and lighting. Indoor farming allows a
farmer to monitor and control the production more easily and would help prevent the spread
of infectious diseases. Therefore, the indoor farming trend is expected to reduce yellow-
feathered broilers’ death rate further and enhance food safety in the downstream market.

Competitive Landscape

China’s yellow-feathered broiler market is relatively concentrated. The top five players
accounted for an aggregate market share of 44.5% and 43.8%, respectively, in terms of the
sales value and the sales volume of yellow-feathered broilers in 2022. In 2022, the Group
ranked third in terms of both sales value and sales volume of yellow-feathered broilers, with
a market share of 2.7% and 2.1%, respectively.

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

Sales Value of Sales Volume of
Yellow-feathered Market Share Yellow-feathered Market Share
% %

Ranking  Yellow-feathered Broilers Providers Broflors %) Broilers (%
(RMB billion) (million birds)
Company B 319 28.0% Company B 1,052.4 28.2%

1 1
2 Company O 12.8 11.2% 2 Company O 407.0 10.9%

o rompay© =0 ek - compawy% . _“y %

L o me@om &l _______ 27%| L o TiCwn e 21% |
4 Company P 1.5 1.3% 4 Company P 48.0 1.3%
4 Company Q 15 1.3% 4 Company Q 48.0 1.3%
Top five 50.8 44.5% Top five 1,634.0 43.8%
Total 114.0 100.0% Total 3,730.0 100.0%
Notes:
1 Company P is a private enterprises headquartered in Guangxi. It principally engaged in poultry and pigs breeding and
raising, as well as food and feed processing, etc.
2 Company Q is a private agriculture company headquartered in Guangxi. It principally engaged in poultry and broiler

breeding and raising.
Source: Frost & Sullivan

IMPACT OF AFRICAN SWINE FEVER ON THE PIG AND BROILER FARMING
INDUSTRIES

Impact on the Pig Farming Industry

Pig production and price. As African Swine Fever intensified in the second half of 2018,
the stock volume of sows and supply of pigs dropped sharply. Therefore, the price of pigs
witnessed a rapid increase from 2018 to 2019, rising from RMB12.7 per kilogram to RMB21.9
per kilogram. The average price of pigs continued to increase and reached RMB34.1 per
kilogram in 2020. With the effective prevention and control of African Swine Fever, the output
volume of pigs recovered in 2021 and 2022, resulting in lower pig prices of RMB20.3 per
kilogram in 2021 and RMB18.7 per kilogram in 2022.

Establishment of a pig epidemic prevention system. According to the “Opinions on
Strengthening the Prevention and Control of African Swine Fever” ( BN i&E IF 155 8 by #2
TAERIFZ L) ) issued by the State Council in 2019, it is necessary to strengthen the
cross-departmental sharing of information systems and implement “Internet+” regulation of all
links in the prevention and control of African Swine Fever. The regulation of pig epidemic
prevention shall be further improved by using information technology, intelligence technology,
and big data to ensure the development of the pig farming industry in the future.
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Impact on the Broiler Farming Industry

Promotion of chicken meat consumption. Driven by the protein substitution effect of
protein sources impacted by African Swine Fever outbreak in late 2018, the consumption of
white-feathered broilers increased. Since demand exceeded supply, the price of white-feathered
broilers increased, which gradually shifted the demand to yellow-feathered broilers.
Additionally, pigs and broilers are complementary products that are expected to hedge market
risks.

Promotion of the cold chain development. Long-distance transportation of live livestock
and poultry is an important cause of the spread of animal epidemics. While actively responding
to the impact of African Swine Fever on the pig industry chain, China has also strengthened
defensive measures in the poultry industry. Live poultry transactions are being gradually
cancelled, thereby promoting the development of chilled fresh products. Prompted by African
Swine Fever, consumers pay more attention to food safety which further promotes the
development of cold chain technology.

CHINA'’S PIG AND POULTRY FEED MARKET
Overview

Feed for pigs and poultry accounts for the majority of the costs for daily farming
operation. Feed can be classified into compound feed (Hi & fi#}), concentrate feed (JEAHEL,
and premix feed (FHIEA!). Feed for pigs and poultry primarily consist of corn and soybean
meal. The selling prices for corn and soybean meal are subject to various factors, including
demand and supply dynamics, government policies, weather conditions, pests and other acts of
nature. The average selling price of corn increased from RMB2,040 per tonne in 2018 to
RMB2,844 per tonne in 2022, with a CAGR of 8.7% from 2018 to 2022. For soybean meal, the
average selling price remained relatively steady from RMB3,418 per tonne in 2018 to
RMB3,743 per tonne in 2021, and rose rapidly to approximately RMB4,642 per tonne in 2022,
with a CAGR of 8.0% during the same period. 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, (ii) 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. In the future, the average selling
price of corn and soybean meal is expected to slightly increase or keep stable, partly because
of the strong downstream demand.

Average Market Price of Corn and Soybean Meal (China), 2018-2022
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Price of Pig Feed and Broiler Feed in China

For the past few years, the selling prices for both compound feed and concentrate feed for
pigs and broilers have been relatively stable with a mild uptrend, and they are expected to
remain steady or slightly increase from 2023 to 2027. The selling prices for premix feed for
both pigs and broilers witnessed a downward trend from 2018 to 2022.

Average Selling Price of Pig Feed and Broiler Feed (China), 2017-2022
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