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Competitiveness in export markets is multifaceted... its not just
cost of production
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The tariff story is all about Free Trade Agreements (FTAs)
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A proliferation of Free Trade Agreements (FTAs) is rapidly
changing the global trade landscape
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come into force

e FTA business is booming

e Old style agreements, being
superseded by Deep &
Comprehensive (DCFTAS)

e EU drives the negotiation process

e Even with an FTA, still potential for
NTB, safeguards etc
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FTAs are already dominating trade for some key exporters — share
of current exports (2014) covered by an FTA (orange includes TTIP / TPP)
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Although numbers of FTAs are growing rapidly, they remain
long term projects
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Europe is accelerating its efforts on FTA’s, but three issues
dominate...
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Completion of the Transatlantic Trade & Investment Partnership
(TTIP) would create the worlds biggest trading block, but...

e DCFTA — products / services - ambitious e Stumbling blocks — complex
attempt to harmonise standards agriculture is
a relatively small part

e Uncertainty of content and timing — is this a
more transparent process?

e EU Canada FTA as a model
e Tariff rate quotas for ‘sensitive ‘products
e Hilton Quota effect
e Devil in detail
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QUALITY CONTROL SERVICE

nilf we donot deci de on

e Consumer response to any perceived youdre not going to ha
lowering of EU standards Tom Vilsack Dec 2015
— AHDB
premar International

A



Completion of Trans Pacific Partnership (TPP) would put EU (and
others) at a disadvantage in many fast growing markets...

* 12 countries account for 40% of Global GDP

e Agreement signed, but not ratified

e Complex agreement with multiple sub-
agreements

 Significant concessions made by Japan —rice
and beef

October 19, 2015 10:59 am

China lays out ‘countermeasures’ to offset Should India Join the TPP?

Brazil on the outside, looking in on

4 : Y
exclusion from TPP In the wake of this week's historic very negative’ effects of TPP deal
Tom Mitchellin Beijing agreement, what should India do STEPHANIE NOLEN
now? RIO DE JANEIRO — The Globe and Mail
Published Wednesday, Oct. 07, 2015 6:43PM EDT
Last updated Wednesday, Cct. 07, 2015 7:19PM EDT
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China is the elephant in the room...

China FTA's Signed & In Effect
e Japan, Norway, South Africa, Sri Lanka and the GCC are

200 UnglEne currently in negotiations with China
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Death, taxes... and exchange rates
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Exchange rates - all currencies vary, but some vary more than
others...
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Internal and external freight costs are key
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Big is beautiful — ships, ports and trade routes

'Triple E' Class
2013

— North Europe is a global hub.
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ey London Gateway all able to handle
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Bigger ships, bigger ports, busier freight routes all add up to

competitive freight rates for UK exporters
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Cost of production remains key “A competitive price remains th

basis for everything
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On average, the UK is a high cost, high quality producer of
livestock products
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Consumers also have power — when they are motivated...
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Market access does not equal guaranteed consumer demand.
Actual trade will be influenced by what consumers want...

e EU consumers want non GMO / no hormone products

 Emerging market consumers want quality and safety, but not necessarily animal
welfare

e Niche markets can provide opportunities — some US consumers want natural /
hormone free meat

* Foodservice markets typically more price focussed / retail markets — typically more
cautious
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Putting it all together...
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Overall impacts — without free trade agreements the UK could
be commercially excluded from attractive markets
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‘Successful’ implementation of TTIP and other FTAs would open
UK markets to more competition in products like beef...

Access to the UK market from countries such as USA would be modified by size of the tariff rate
quota(?), exporters willingness to supply hormone free beef, consumer preferences, retailer /
foodservice buyers, exchange rates etc.
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‘Successful’ implementation of TTIP could provide market
opportunities for selected meat products in the US

The US is typically a highly competitive meat producer, but their are opportunities for specialised
products — natural / pasture fed, as well as some commodity cuts — ie pork ribs
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Outlook / Summary

Competitiveness in export markets is not just about cost of production.
Tariffs, exchange rates, transport costs and consumer preferences all play a role.
UK exporters are in a favourable position regarding a number of these factors in many markets

For most livestock products the UK is a high cost, high quality producer. Increasing production and
processing productivity must be a core strategy for defending the local market and expanding exports

Livestock industries need to focus on areas they can control, or at least influence:
» Increasing production efficiency
* Engaging with the FTA negotiation process

» Influencing consumer preferences
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