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Fonterra Is farmer owned cooperative and its roots

_‘Fonterra
are In heartland New Zealand Dai,,fo,.ife

We are a Co-operative owned by 10’,5’09«3t:rppﬁer shareholders

We make up approximately.25% of NZ’s total exports by volume

Our operating revenue for FY10 was approximately $17 billion

We have $14 billion of assets




Fonterra Is the world’s largest milk processor and (Famrs)
the leading dairy exporter o
« World’s number one milk processor in 2009 (IFCN)
» Process more than 21 billion litres globally per year
» World’s leading dairy exporter — a third of globally traded dairy
« We export 950/9 of product on t@n:;,re{ha; 100 markets & round the world
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()
Our Vision and Strategy (fontera)

Dairy for life
Vision
The natural source of dairy nutrition for everybody, everywhere, every day

Strategy

1.Deliver sustainable Co-operative performance
2.Grow lasting customer partnerships

3.Build trusted brands in chosen markets

Values

?

MAKE IT HAPPEN

CO-OPERATIVE SPIRIT
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Presenter
Presentation Notes
 We exist to ensure that our New Zealand farmers will never worry about getting their milk to the global marketplace, and to have the security of knowing that we will grow their wealth by being the best supplier of dairy products to customers all over the world.
 Being the most efficient commodity producer at scale is therefore vital for our future.  
 The business plan is first and foremost about securing future sales channels for New Zealand milk
 It is all about maximising the value of that milk to our farmers in New Zealand
 We need to do what we do in a sustainable way. Not just for the environment, but to secure the prosperity of future generations of our farmers.
 This strategy is delivered through Fonterra Trade and Operations which manages everything from looking after our suppliers to collecting and processing milk and to the global trade in basic dairy ingredients (commodities).
 Have put a lot of effort into rationalising our production mix – to get the most efficiency.
 Likewise efficiencies in logistics – move to hubs such as those at Crawford Street and Mosgiel.
 Aiming to strip $200 million in costs in the three years to FY11.
 Sustainability of our production is vital to meet public and consumer demands.

 We have geographic consumer business units in three key regions: Australia/New Zealand, Asia/Africa, Middle East, and Latin America
 Consumer businesses strengthen our position in key regional markets, where ownership of the supply chain gives us a degree of competitive advantage
 Our overseas investments are profitable
 A critical success factor is that we control the supply chain
 We do not aspire to go truly global with our own consumer brands – we do not have an inherent competitive advantage
 It would cost us billions of dollars in new investment, with significant operational risk.
 We have injected a lot of focus; reducing our number of brands from 130 to 30 and investing in behind them with A&P and innovation ($920m in the three years to July 2009).
 This part of our business performing really well with CAGR of profit of 19% over five years.
 E.g. Successful innovation and launch of Anlene concentrate – rolled-out in Thailand, Malaysia, Singapore and Hong Kong



 Our business called Global Ingredients and Food Services is responsible for almost all products sold to global account customers and key regional customers.
 This is where we really drive our key customer relationships
 We’re aligning our ingredients business primarily around broad customer groups:
 Large, multi-dimensional global accounts
 Formulated foods (including infant nutrition)
 Foodservice companies
 Key customers in the three geographic regions of north America, North Asia and Europe
 This is where we plan to achieve significant growth in added value products and services for our customers
 It’s all about adding value at a wholesale level (with customers) vs at a retail level with consumers
 Customers can use our ingredients in their products they sell to consumers
 It’s similar to the ‘Intel Inside’ which you see on computers - it doesn’t matter what brand of computer it is, Intel is part of it.



Fonterra is a fully integrated Cow-to-customer (s
business

Dairy for life
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14 Billion Litres of Milk 432 Milk Tankers » 17 Depots o 86 Plants on 26 Manufacturing
1300 Tanker Operators * Sites across New Zealand

Quality Dairy Products to the world

87 New Zealand Stores ¢ 5 Regional
Hubs linked by Rail and Road

Customers in 140 Countries e Millions C. 95,800 Delivery Orders e 7 Languages ® Network 11 NZ Ports e 1800 Voyages e
of Consumers in House Documentation Centre 140k TEU (Twenty Foot Equivalent Units)
2M tonnes. raye s
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Inlike the rest of the world, New Zealand’s dairy (Femers)
sector Is heavily export dependent mroscel

World

Traded Internationally 7%

New Zealand |
Consumed Domestically

4%

Consumed Domestically 93%

Exported 96%



Presenter
Presentation Notes
New Zealand’s dairy sector is heavily export dependent, as this slide shows.  Unlike the rest of the world where most dairy production is consumed domestically, in New Zealand around 96% of dairy production is exported. As a consequence Fonterra is a major exporter, but has only a very small share of total global production (around 3% of total world milk production).



The export dependence of the sector means it is subject to the volatility of the international dairy market and other external factors like exchange rates.  It also means that New Zealand’s trade in dairy products is particularly impacted by restrictions on market access and policies that distort trade and depress global prices such as export subsidies.  






Sworld dairy access and tariffs; Dairy Iis one of (Femers)

most protected sectors of world trade sy

™
B Access All Products / Low Tariffs (0 - 30%)
Product Specific Access / Medium Tariffs (30 - 70%)
. Product Specific Access / Medium-High Tariffs (70 - 220%)

. Only Butter / Cheese / Protein Quota Access / High Tariffs (> 220%) Page 7
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Presenter
Presentation Notes
 We are working with Governments around the world to reduce trade barriers

 Our own government is very supportive

 Our future depends on free and open markets – and consumers benefit from the increased competition that can result.


Our Global Supply Chain has unique characteristics ()

that challenge the way we service our customers b5

Supply Seasonality (Milk Curve) Product’s Characteristics Long Distance to Customers
Daily milk receipt grows from 4m to 70m litres Commodities, Ingredients and 92% of our containers travel to the
intwo months. And 50% of annual production Consumer Products. northern hemisphere.

is manufactured in 4 months (Oct-Jan)

. T e Demand (Commodity market volatility) Global Customer Base
25% of NZ Containerised Expc?rts * Major Volatile global commodity price cycles. Diverse range of Customers in
Infrastructure User (Road & Rail) In the last 2 years: 60% drop followed 140 countries.

by 120% rise
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Dairy for life

Customer
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Milk Seasonality (Milk Curve)

Daily milk grows from 4m to 75m
litres in two months.

And 50% of annual production is
manufactured in 4 months
(October - January)
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Dairy for life

Customer

Product Characteristics

Commodities, Ingredients and
consumer products

- short shelf life
- customers seeking ‘freshness’
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Presenter
Presentation Notes
Over 3000 SKUs



Over 15,000 SKU / Customers combinations




A
Dairy for life

Long Distance to Customers

92% of our export containers
travel to the northern hemisphere
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Presenter
Presentation Notes
And one of them leaves the wharf in NZ every 5 minutes of every day!!!


-
Dairy for life

Global Customer Base

Diverse range of Customers in
140 countries.
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A
Dairy for life

Domestic Infrastructure

25% of NZ Containerised
Exports and a major
infrastructure user (road &
rail)
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Presenter
Presentation Notes
 we seek to use our scale for the benefit of our customers and our shareholders

 we are concentrating our volumes on major ports, to limit the infrastructure to load


A
Dairy for life

Demand (Commodity market

g o ._ -. volatility)

A

g oo / k\ N\VM/ Volatile global commodity price
P o~ == \ﬁ/ """"""" cycles. In the last 2 years: 60%
; wol N drop followed by a 120% rise
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Presenter
Presentation Notes
 we believe price volatility is here to stay

 it wont get smaller; it wont be controllable

 It will be similar to other commodities – sentiment will control/influence the short term

 our role is to manage our performance despite the volatility – not merely to roll with the flow

 we need to do this for our farmers and for all our future classes of shareholder




Presenter
Presentation Notes
 Fonterra is changing – our customers, our markets, and our products continuously evolve

 But some things stay the same

 	we are of the land and for the farmer; 

 	we seek to do the best by our shareholders and the people of New Zealand

 



I would be delighted to take any questions that you may have????
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