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Traditional Food Sector and Consumption in China - Main Trends

1. Trade Overview

*In China, food sales have been growing steadily in
the last decades. In 2014, the food industry
revenues amounted to ¥12 trillion (around €1.6

trillion).

*Given the country population of 1.4 billion,
coupled with an increasing demand for quicker,
safer and healthier food, revenues relative to
China’s food industry are expected to continue

growing in the next decade.
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1. Trade Overview

*China has become the major driver of EU’s agricultural exports.

*The growth rate of EU food exports to China increased 39% in 2015, surpassing the growth rate

of EU food exports to the US.
EU agro-food exports to China in 2015

*The most significant fraction of the
B Infant food and cereals, flour, starch or
milk preparations

EU agro-food exports to China
B Raw hides, skins and furskins

consist in exports of: infant food

. | Offal, animal fats and other meats
and cereals, flour, starch or milk

B Pork meat

preparations (13%); raw hides,

® Wine, vermouth, cider and vinegar

skins and fur skins (11%), offal,

M Cereals, other than wheat and rice

animal fats and other meats (10%);

pork meat (9%),' and wine, m Other agri-food products

Source: http://ec.europa.eu/agriculture/sites/agriculture/files/trade-

vermouth, cider and vinegar (8%). -nalysis/map/2016-1 en.pdf
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1. Trade Overview

A growing percentage of cash spent in food consumption by Chinese consumers, especially in

urban areas, is dedicated to imported products and products with imported ingredients.

Preparations of Meat, or Fish, and other Aquatic Products
Preparations of Vegetables, Fruit, Nuts or Other parts of Plants
Products of the Milling Industry, Malt, Starches, Inulin, Wheat Gluten
Sugar and Sugar Confectionary

Edible Vegetables and Certain Roots and Tubers ® Imports 2014

Preparations of Cereals, Flour, Starch or Milk, Pastry — Cooks’ Products B Imports 2013
Beverages, Spirits and Vinegar

Edible Fruits and Nuts, Peel of Citrus Fruit or Melons

Meat and Edible Meat Offal

Cereals

Dairy Produce, Bird’s Eggs, Natural Honey, Edible Products of Animal Origin
Fish and Other Aquatic Products

Oil Seeds and Oleaginous Fruits; Miscellaneous Grains, Seeds and Fruits;...

Figure: China food imports categorised by harmonised system (HS) sections
Source: http://www.stats.gov.cn/tjsj/ndsj/2015/indexeh.htm 0 200 400 600
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2. Food of Fish

Import/export Trends

In 2015, China was the second trader of fishery and aquaculture products in the world in value, just
after the EU.

Some details about the trade of fishery and aquaculture products of EU and China in 2015 are as below.

e Total extra-EU trade e Total trade of €
of €26,81 billion in 25,73 billion in
2015 2015

e An increase of 6% e An increase of 13%
from 2014 from 2014

Source: http://www.eumofa.eu/the-eu-fish-market
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2. Food of Fish

Market Potential Barriers and Opportunities

Main Barrier — “Food Safety Law”
* It obligates importers to review relevant documents provided by their foreign suppliers (exporters and

producers). All foreign food exporters and producers have to register in www.cnca.gov.cn.

* |f the imported food products fall in the seven categories below, the importers are required to

conduct on-site inspection of the exporters and producers.

1. Infant formula products 5. Fresh and frozen seafood for direct consumption
2. Food for special medical uses 6. Rice

3. Health food 7. Bulk vegetable oil

4. Meat

Potential Opportunities

* With the changing lifestyles and growing income, the demand for processed and frozen fish products

has gradually improved.

| 1896-2016




Traditional Food Sector and Consumption in China - Main Trends

2. Food of Fish

Market Trend

live fish processed fish products
traditional concept of fresh interests in new products
limited choices more choices
food security more secure
hard to process easy to cook
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2. Food of Fish

Market Trend (cont.)

Some specific Chinese seafood consumption trends

Freshwater High-value

cultured
products

Processed

imported

seafood seafood

E.g. E.g.
Shellfish Lobster
Shrimp Geoducks
Prawns Salmon
Tilapia fillets Crab
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3. Food of Grains

Import/export Trends

China is the largest grain producer and a consistent grain importer. Grain imports and exports
mainly aim to adjust grain surplus and shortage as well as balancing the category of grain

products for a balanced supply and demand.

35
30 -
25 -

B Import Volume
20 - s

(million tons)

15 -

B Import Value
10 - (billion EUR)
5 -
0 1 T 1

2013 2014 2015
China’s Import of Grains Source: http://www.askci.com/news/chanye/2016/02/02/16410b74r.shtml
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3. Food of Grains

Market Potential Barriers and Opportunities

Main Barrier
* Among grains, rice is one of the seven categories that listed in Food Safety Law, so the importers
are required to conduct on-site inspection of the exporters and producers.

Potential Opportunities

*China is now a net importer of rice and wheat, but China is still struggling to meet its domestic
grain demand due to the rapid urbanization, growing middle class, increasing incomes and

changing of dietary patterns.

*China’s demand for feed grains has reached a turning point as a tightening labour supply and

rising feed costs force significant structural change in China’s livestock sector.

*China’s demand for organic grain might be an opportunity, especially rice may find niche

markets in China.
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3. Food of Grains

Market Trend
General
* Chinese consumption of grain keeps on growing.

* Chinese consumers are more concerned with food safety and would like to choose healthy and

natural food.

Fragrant long-grain rice Black rice Quinoa
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3. Food of Grains

Market Trend (cont.)

Bakery industry

|t is expected that China’s bakery market will reach to €44
billion by 2018.

*In order to meet the healthy trend, the bakery industry has
been focusing on promoting more natural grain processing to
make the bread, pastry and cakes contain more natural
ingredients, low-sugar, low-fat, low-calorie, raw materials,

natural and non-polluting.

* Foreign bakery products have been growing in China. For

example, Japan, South Korea, Singapore and other countries

open bakeries often.
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4. Food of Fruits and Olives

Import/export Trends

China’s imported fruit market has maintained steady growth, both in terms of total import

volume as well as import value in the past several years.
97.8

Import Value (million EUR) ~ ™ Bananas

89.5 .
*In 2014, China’s import of fruit reached 137.4 1 m Cherries
. . 153.7 H Grapes
3.87 million tons representing a total
Dur
amount of €5.4 billion, a growth of = Durians
m Kiwi

22.81% and 14.7% YoY respectively.
From 2009 to 2014, the imported fruit

W Guavas, Mangoes,
Mangosteens

® Oranges
has grown about 62%.

= Apples
*The main suppliers of fresh fruit are

Plums, Prunes, Sloes

Chile, New Zealand, Peru, South Africa,

Pineapples

Major types of fresh fruit imported by China, 2015

Australia and Thailand.

| 1896-2016

Source: http://www.pma.com/~/media/pma-files/research-and-development/exporting-fresh-fruit-and-
vegetables-to-china.pdf?la=en
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4. Food of Fruits and Olives

Market Potential Barriers and Opportunities

Main Barrier

*Not all fresh fruit products and countries are allowed to enter China, according to the regulation
from General Administration of Quality Supervision, Inspection and Quarantine of the People’s
Republic of China (AQSIQ).

* As of February 2016, 39 countries were allowed to export specific categories of fruit to China.

* Allowed and disallowed product categories are reliant on both technical and political limitations,
with quarantine and pest control being the major factors influencing technical admittance of
imports into China.

* AQSIQ has established strict inspection regulations to safeguard domestic Chinese produce
against possible pest infestation and fruit diseases. AQSIQ procedures can be slow and require

large amounts of back and forth on the part of the importer/exporter.
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4. Food of Fruits and Olives

Market Potential Barriers and Opportunities (cont.)

Potential Opportunities

*Chinese consumers are increasingly turning to e-commerce as a
source for their fresh fruit demands. Online fruit sales are
expected to grow by 300% year over year to meet increased

demand, especially for high-end imported fruit.

*Due to the health and wellness trend, the juice market in China is

well established.
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4. Food of Fruits and Olives

Market Trend

* China’s direct fresh fruit imports, 70% of the volume is coming from South

East Asian countries

* Fruit gift boxes are basically one of the most common gifts in China Online

shopping platform

* Chinese consumers have been increasingly turning to online retail and 020

platforms for their food and beverage consumption demands

* Imported fresh fruit and organic products are the key selling points for

online business
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5. Food of Vegetables and Mushrooms

Import/export Trends

In 2015, both China’s export and import of vegetables have been growing steadily.

*The import of vegetables reached 240 thousand tons, increasing

growth of 10.30% YoY, with the total amount of €504 million.

* Among the import of vegetable products in 2015, half of imported
vegetables came from North America, accounting for 130 thousand

tons representing €186 million.

*The main imported vegetables include preserved vegetables, canned

vegetables and frozen vegetables, which are from North America and

Europe.
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5. Food of Vegetables and Mushrooms

Market Potential Barriers and Opportunities

Main Barriers

* Chinese Government is aiming at boosting the domestic vegetable.

*There are strict inspection regulations for imported vegetable and mushroom products to
safeguard domestic Chinese produce against possible pest infestation and diseases. The

inspection procedure may be slow and long.

Potential Opportunities

* Imported organic foods are increasingly welcomed among the Chinese consumers.

* It is popular to purchase and consume western brands and products among the middle and

upper income consumers in China.
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5. Food of Vegetables and Mushrooms

Market Trend

* The consumption per capita for vegetable and mushroom is around 104 kg in 2014 and keeps

on increasing.
* The imported vegetables in China are mainly preserved or dried vegetables now.

* Mushrooms are of good tastes and great nutritional value, leading to high prices in China.
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6. Conclusions

*Largest imported food consuming market

By 2018, the Association of Food Industries predicts that China will be the world’s largest

consumer of imported food.
* Online retail and 020 platforms

Chinese consumers have been increasingly turning to online retail and 020 platforms for their

food and beverage consumption demands.

* Health and Organic food market growing

Whole grain food and organic grain have become the main selling points for Chinese consumer.
*Not just a single market

Apart from big cities; there are several second or third tier cities to be explored. Incomes are
growing rapidly in second and third-tier cities, creating a new range of opportunities. In addition,

the transportation infrastructure and end-to-end cold chain logistics continue to improve in China.
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6. Conclusions

For more information, please visit the website of Trafoon,

www.trafoon.eu

Thank you!

| 1896-2016




EUROPE - PORTUGAL

Traditional Food Sector and Consumption in China - Main Trends

EUROPE - SPAIN

SPI PORTO* AND

SPI VENTURES

2 Avenida Marechal Gomes
da Costa, 1376

4150 - 356 Porto,
PORTUGAL

= spiporto@spi.pt
/ +351226 076 400

SPI COIMBRA

& Instituto Pedro Nunes,
Rua Pedro Nunes Ed.D
3030 - 199 Coimbra,
PORTUGAL

= spicentro@spi.pt
~/ +351239 090 854

SPI LISBON

& Avenida 5 de Outubro,
12, 4.°D,
1050 - 056 Lishon,
PORTUGAL

= spilisboa@spi.pt
Z +351214 212249

SPI AZORES

£, Nonagon, Rua da Tecnologia
K - Epsilon, 2, 9560-421
Lagoa, Sao Miguel, Acores,
PORTUGAL

= spiacores@spi.pt
Z/ +351932 063 445

SPI EVORA

& Parque de Ciéncia e
Tecnologia do Alentejo,
Rua Luis Adelino Fonseca,
Lote 1A, 7005 - 841Evora,
PORTUGAL

= spialentejo@spi.pt
/ +351266 765 152

SPI SANTIAGO DE

COMPOSTELA

& Centro de Negocios Costa
Vella, Rua de Amio 114,

15707 Santiago de
Compostela, Galicia, SPAIN

spi@spiconsultoria.es
2 S5 BIIE351577

B + 351226 099 164 @ www.spi.pt @ www.spi.pt @ www.spi.pt @ www.spi.pt @ www.spiconsultoria.es

@ www.spi.pt

@ www.spi-ventures.com
EUROPE - BELGIUM ASIA - CHINA ASIA - SINGAPORE ~ NORTH AMERICA - USA

EBN - BRUSSELS SPI BEUING SPI MACAO SPI SINGAPORE SPI CALIFORNIA SP1 WASHINGTON D.C

£ Avenue de Tervuren, 168B
1150 Brussels,
BELGIUM

= ebn@ebn.be
J/ +3227728900
Q@ www.ebn.be

* SPI headquarters

| 1896-2016

£ Rm. 1626B, F16, TowerA,Top
Electronic City, No.3 Haidian
Avenue, Haidian District,
Beijing 100080, CHINA

spichina@spi.pt
/ + 8610 5982 2143/45
Q@ www.spi-china.cn

£ Avenida da Praia Grande,

n2 759, 52 andar
Macau, CHINA

spichina@spi.pt
/ + 86105982 2143/45
Q@ www.spi-china.cn

&®. 3 Science Park Drive
#02-12/25 The Franklin,
Singapore Science Park,
118223 SINGAPORE

B spisingapore@spi.pt
Z + 65677 440 48
@ wWww.spieurope.eu

£, 2522 Chambers Rd. Suite
204 Tustin, CA 92780,
USA

= Spiusa-irvine@usaspi.com
J +1714573-4062
Q www.usaspi.com

&£ 1050 17th Street,
NW - Suite 600
Washington DC 20036,
USA

= spiusa-washington@spiusa.com
Z +1202587-2950
Q@ www.usaspi.com




