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Ride through the Darkness: At
an Inflection Point?
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Global price cycle feeding through the chain, China still slide
SEREZEMXIN Lk, FEIME T

Farmgate milk prices (USD equivalent) - select regions
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A tale of two stories in global milk supply
AE*E y}:’]{/ \}_‘_ E/JZ_ H %y_a'

Milk production growth, Big 7 exporters and China 2022-2026f*
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*Note: The Big 7 includes the EU, the US, New Zealand, Australia, Brazil, Argentina, and Uruguay.

Source: Big 7 and Chinese government and industry agencies, RaboResearch 2025
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China’s local supply is at an inflection point
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China Annual Volume Change in Milk Supply
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Large-scale dairy farms dominate China’s supply

KRB R E ST EIRYEMN

Driven by favourable government policies and productivity focus

A slowdown of the number of dairy cows among
listed dairy farming companies
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Source: Company annual report, Rabobank 2025
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Milk yield of listed dairy farms continue to increase

Average milkyield, per milkable cow per year (MT)

16

China’s large-scale
dairy farms average
milk yield (2024)
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Farm-level consolidation has intensified

IFREAE S INE

Increasing % of large-scale dairy farms The number of dairy cows on large-scale dairy farms increasing
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Source: Ministry of Agriculture, National Dairy Industry Technology System, China Dairy Data Report 2024, Holstein Farmer, Rabobank 2025
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AVERAGE US

' 34.8%
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QSR is a bellwether for a cautious consumer

QSR ZIERIBZEAYXIETR

Yum China qtly comparable store growth
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Dairy consumption in Q1 2025 fell short of expectations
2025F—FFEF miH R T FRHA
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Dairy products production-a proxy for demand
* Dairy product output — a proxy

6,000 2.0% ] ]
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8 A 30% 3 Dairy, and Beijing Sanyuan
\ ' < showed a 3.8% YOY decline in
2,000 \ : -4.0% ) ) )
N\ ] liquid milk sales.
N ! -5.0%
\ ] .
1,000 N * NielsenlQ reported a 6.9% YOY
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Source: National Bureau of Statistics (NBS), Nielsen IQ, Rabobank 2025
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Meet the Dawn: Strategic
Expansion Needed in China’s
Dairy Sector
EES G P EF Lot
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Demographic changes shaping China’s future dairy consumption

ARG R B T miE RS

The number of newborn babies in China is decreasing An aging population
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Dairy companies are expanding the scope of their business

propositions L1t

EE RPN AL

hirESS

» China’s dairy market is shifting from ‘volume’ to ‘value’ Dairy companies must adjust their portfolios to maximize value and meet the growing demand for high-value
dairy products and ingredients. 7 [# 7L, #in 77 IETEM “& 7 F7 /7 “OME " 1K Al 2 m B B =i 5, PIESEBIMER A, T EXT B O E A ) i R
H i R A 75 K o
« Dairy companies may need a tailored strategy for existing core markets and for expanded new or adjacent markets. 7, #/n 4 7] 7 ZEE X B G 1 100 17755 LR 37 HE 19 37 177
LG 2 &5 117 57 1) 7 425 T ) H s o
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Benefits-driven platform in
existing core categories

HE B Doin e BEL LT g
1/ 5t L VR SK 7 it
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Strategic investments (n
the adjacent nutrition
sector [GHE 145 5 FIZL )
i BE IR E TR S

Expand the market

coverage

7 KA1 7

Source: Rabobank 2025

Dairy players need to establish benefits-driven platform with a differentiated, diversified portfolio covering a wide range of
benefits/functionality, such as support for immunity, allergies, gut/digestive health, metabolic health, and mental health.

L B 7 B LUt AR IHT T G I ZESFE . ZREIEHI ) da i G i) 22 9 it/ ZIGE WX FF R 18
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The nutrition sector-intersection of food and medicine-is a space where dairy category leaders explicitly intend to expand.
ELTRG- B idiy T2 dy 1938 R G- A2 7L 75 e 177 7T 52 71 JRE Y T

The next stage for dairy companies will involve competing not only within their own category but also in the health-
focused space where dairy, food, and pharmaceutical companies all want a share.
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« A stagnant or declining core category provides the impetus for exploring new or adjacent categories. Facing limited volume

~

growth in the liquid milk market and declining growth in the IMF segment, Chinese dairy players have a strong motivation to
enter new categories or geographies. 1%L FSHT 157 26 T 75 4T Ho i FE BT itn FEHEHL T 50770 [T 7R Y0 7 5 1 KA IR
FIZEL LB 77 D08 175 20 4C T 78 19 /e [T AL 75 s 200 7 TR 2 19 5 77 FHEAF T 11X 2117 8
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Investing in adjacent nutrition sector with significant
potential to grow IZEARRBIBRE IRV EFran UL

GDP per capita versus nutrition products consumption per capita, 2024 AN32GDP vs & 7% i ANIJH 3%, 2024
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. Require investments in China’s dairy processing platform that is

toda y focused on liquid milk ... 7522 H IS ERIIIN TRIZLGTT
01 Tﬁfmﬁﬁﬂﬂ@%nnﬂﬂ e

Milk utilization by product (actual LME mn mt) Milk utilization by product (% share milk volume
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Source: IDF, WDS 2024ed, Rabobank 2024 Rabobank

Notes: Data based on latest availability of WDS 2024ed 2023 year, tracking % of milk volume processed into different types of products (LME factor applied as IDF, please note SMP=10.87 and butter=1
conversion factor), liquid milk includes UHT milk, fresh milk and yoghurt



Dairy processors have cheaper costs of local sourcing at current price level

THRINMSKFET, 2N TRy AR A 1R

China WMP import parity, May 2010-May 2025
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Key challenge: China need to further increase the competitiveness
of farmgate milk production costs

usD/liter

B FERNAT A S S A RIES

Global cost of production comparison, standardized total costs (farm working expenses and other costs)
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... Different production system determines cost structure
AREFFFRIBERGURE T AL

Feed remains the key cost category
IR RS EEmE R AT
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Feed costs as a percentage of total production costs, USD/litre
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If China can further reduce cost of production, that will benefit
onshore production of diversified value-added lngred/ents

YR EEESH— IR ERDE~ NG EF TFEEEREL
mmEREERIN L= J.|_

Farmgate milk price is below cost of production
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—Farmgate milk prices = ==Cost of production (COP)

Sources: MOA, China dairy magazine Nov 2022 edition, Company annual report, Rabobank 2024
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Chinese dairy players have begun the cream journey...

HEZFLFR B e IRRH 2R T Er~

Dairy-Cooperatives IBREE+L

«  Import cream/butter produced in home country to supply China customers MZANELH FEIGH/ & Bt P EZE A

Fonterra’s home country New Zealand is the largest exporting country for cream (56% of total China cream import ) and butter (87% of total China butter import) Fr-esmndc«momuw @
ERAFEEZFT =2 ER AR HIE O E GGhra=GERYHIE RSO E 7 5 /956%F187%)

Global dairy or food players B EIZL /B Rk

Import (Lactalis) cream/butter produced in home country to supply China customers B[] (IN=45%2

Z2H) AEEF ORI R/ EREN P EES . g;fsz/
France the 2nd largest exporting country for cream (17% of total China cream import) ;AEEHESE — XFEIHHOKRE (G2 OE17%) Nestle
Nestle also has local cream production site in China (EEEFERANLILHAST)
. . . . Bulk cream/butte . . . .
Dairy farming Milk processing oroductiol Bulk cream/butter importing Repackaging for direct sale
L RIIT e Y R

Chinese dairy players REIZLGaE Ak

* Chinese dairy giants have local cream production facility to ride on the growth wave of bakery, ice cream and
tea/coffee shops in China

FEFLEAIETERN H&J_imttﬁﬁiﬁka KGR, EEBERIR/ NS A AN T AiEE P

@ Sf b ? Acnem

- Chinese players’ presence
Source: Rabobank 2024 FEHENERESERT
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. but opportunities to expand China’s “protein platform are limited
compared toEUand US ... REZEN ZLERS ==Ll

N BB AR

Milk utilization by product Milk utilizatr'on by product |
(actual milk allocation by product) (% share milk volume allocation)
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Source: IDF, WDS 2024ed, Rabobank 2024
Notes: tracking % of milk volume processed into different types of products (LME factor applied as IDF, please note SMP=10.87 and butter=1 conversion factor), liquid milk includes UHT milk, fresh milk and yoghurt



...If Chinese dairy companies can profitably develop the “protein” and
"fat” platforms that will give them access to the mgredlent value pockets

WNERPEF{EEES &,

AL P

Dairy-Cooperatives iR S+t

S EENEN R

» Engagingin bulk SMP/whey and IMF production and exporting to Chinese market either as raw material suppliers orunder its own brand.

MEBASR SMP/ZLERIIMF 47, FHEAFM R AR BE Mt ORI EmhS

Global dairy or food players B EZ|. i/ & fat Ak

* Engagingin bulk SMP/wheyand IMF production and exporting to Chinese market either as raw material suppliers or under its own brand
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Dairy farming Milk processing
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Source: Rabobank 2024
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Chinese dairy players FEZL R

* SMPbeganthelocal replacement ofimport journey, whey is rarely manufacturedin China, yetit’s crucial for IMF

28, BEFEEEIEHANS

Adult/infant nutrition
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Chinese player presence
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Meet the Dawn: ‘Going out’to
Explore SEA Dairy Opportunities
RS HiBIRE R
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Southeast Asia — highly attractive market dynamics

Rzt E RS | 89T

SEA 2030 income inches closer to 2015-2019 China...
Rl 20308 AW N ZIE R E2015-2019827K 2
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Population growth outlook 2023/2030f
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SEA total population size 45% of China by 2030
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Strong growth potential across key ASEAN dairy markets'
R MR E N EE

[ Snapshot of the ASEAN?dairy market 2 VA4 ﬁ?ﬁﬂi’

I ii§h r i
(W 633m USS 24.5 bn 6.8%

Key ASEAN countries”
A population by 2030 Darry market size in 2024 2024/2030f CAGR? }
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IMF Powder milk  Yoghurt
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Source: Euromonitor 2024ed, online sources, IFCN 2023
Note 1: Dairy products include butter and spreads, cheese, drinking milk products, yoghurt, dairy alternatives (soy, plant-based, etc.) and IMF; Note 2: Key ASEAN countries include Indonesia, Malaysia, Philippines, Thailand and Vietnam,

Note 3: Retail Value, CAGR 2024-2030f; Note 4: Retail value, CAGR 2024-2030f; Note 5: Dairy consumption per capita in 2023
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SEA milk supply growing but face headwinds

ENERIETR

Annual raw milk production (mn mt, 2023)
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Average milk yield, per milkable
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Milk yield comparison, MT per year (2024)
FFIYEATELEER, M/2F (2024)

16
14 China’s large-scale dairy farms
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Cost of raw milk production — regional comparison
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Key Takeaways I NS4

Ride through the Darkness: At an Inflection Point? SF¢4EH5A %l 2Bl 252 7457

- Global price cycle feeding through the chain, China still slide £EkFEAEFIBXYN Lk, FEPDINMPET T, ELETFREBLBHHEOER
—  Atale of two stories in global milk supply £EKREIHNARNE: CAHOEFEME, PEMMELTEITR, RS

- Large-scale dairy farms dominate China’s supply, with increased farm-level consolidation AXEE7IG = ShEETIHEN, EiFREIZEESINE

- Dairy consumption in Q1 2025 fell short of expectations 20255F—Z | fRiH 2= (KT

Meet the Dawn: Strategic Expansion Needed in China’s Dairy Sector MPEIE: FAEZ fa 1T BT ERE RS

— China’s dairy market is shifting from ‘volume’ to ‘value’. Dairy companies may need a tailored strategy for existing core markets and for expanded
new or adjacent markets REZLH mmIZIEEN B R MEIEK, L H R SR EH N MBZOTaLANRT RAIFMIZEEBmZHEERE
S EHHIAHS

— Require investments in value-added dairy processing platform EEHpIEF TR RII TIRZSMIMEZLEINTEE

— China need to reduce cost of production to develop onshore production of diversified value-added ingredients

PERER—IERFRDE A RFEEE A mERRII T

Meet the Dawn: ‘Going out’ to Explore SEA Dairy Opportunities IPFEIE: LR E Bl F aa i iatliE
—  Strong growth potential across key ASEAN dairy markets KRR E R MIAIEKENEE

~  SEA milk supply growing but face headwinds ZREgIFFLAVERImIFERAN, ARESTEMET KinAIER, XATEALTHNRMEBENS
The 'going out' strategies of Chinese dairy players FHEZL A {ENVHY TEH K"k : BT SR i AV 7 gl Ak (X F bt == an/ = ae
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Appendix: Global Dairy Sector
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In 2025 we expect +0.3% more milk in the EU+UK
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New Zealand: Another season of growth ahead for 25/26
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NZ Dairy industry is producing more with less
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2023/24 season compared to 2018/19

The national dairy footprint
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2025, we expect more milk in the US
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Milk production 2025f vs 2024

Milk cows, United States
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Farmer margins decline after Q4 2024 highs
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US dairy farmer margins, margin protection program, January 2020 — March 2025
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