Russia’s Milky Way — Producer Strategies
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Global trends

« Stagnating demand on developed markets
« Growing demand on developing markets
 Rising milk production

« Growth in world trade

 Rising world prices for raw materials
 Vegetarian and vegan substitutes
 QOrganic products

 Functional foods and ingredients



Trends in Russia

Exhaustion of devaluation effect
Uncertainty over demand patterns
Volatility on raw materials market
Weakening of the ruble

Growing activity of foreign investors

Increasing competition
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Russian Federation: Milk production and consumption balance in 2018-2020
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Domestic consumption has considerable growth potential

Average milk consumption by households (ranked in ascending order of income) in 2016
(Group 1 = bottom 10% of households by income, Group 10 = top 10%)
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Exports set to become one of the growth drivers for Russia’s dairy industry

Russia’s predicted export Predicted world imports of dairy produce
geography by 2024 ($m)

Countries’ import growth
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Russia’s largest dairy producers: awaiting amalgamation?

Largest dairy companies Largest cheese producers (000 tonnes, 2017)
(000 tonnes ME, 2017)

Danone Group 1.600
| TBePAbIe celpbl MnasneHbie Cbipbl
Wimm-Bill-Dann (Pepsico) 1.500 |
Molvest Group 470 JoMunanT* ] 25 Hochland* | 10
. CaByLUKWH NPoAYKT | 25 "

Milkom Group (KOMOS Group) 415 Prsancini 3MC | 18

DQyaAnsHa | 23 |

M3MNC "Kapat" 16
Hochland Russland | 320 BuMM-BUANb-faHH ] 19 P
. Valio |15
Lactalis Group (incl. Parmalat) | 275 Celp Crapoaybcinii |15
Benebeescknit MK ]13 Lactalis Group** | 12
Renna Group | 27

Komoc 'pynn :l 9
BenukonyKckuii MK** :l 8
Capmuny :lS Monoabie cbipbl

Rosmol Group 4 Mongecr**x :l 8
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Dominant Group

Foodland Group 4

UVA-Moloko | 22 7.5 MKkunpuwo [ 17 wiF E”@.cﬂoiféfﬁﬁgiv | Hochland* | 19
- . o npouzeoAcTEO ANA Valio
Permmoloko / Yugovsky Dairy |21 mi I I 1on R e— R e Foore Typosckuit MK :l 10

Starodub cheese |20 to nnes DacoBKa CbIpOB Ymanat :l 5 @

Stolitsa Moloka Group |18 Nup Nak ] 24 Hesa Munk 4

Ichalki / Sarmich |18 Hesa Munk | 18 Lactalis Group** :l 4
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Raw milk production in Russia — quest for balance and to maintain the multi-structured status quo?

Largest raw milk producers Largest investors
(000 tonnes, 2017)

EkoNiva 300
Tkachev Agrocomplex 171 | A
Ak Bars Holding Company 115 aﬁoK.;IHIBvAA' “
Pokrovsky Concern 105 AITK Xonoune DAMATE
Piskarevsky Dairy Plant 104
Krasny Vostok-AGRO 95
Kirov Dairy Plant 85
Detskoselsky Concern 80 3 lp'(ﬂﬂ, KOMOC
Zelenaya Dolina Group (EFKO Group) 80
Avida Group 76
Rusmolko (Olam International) 75 1 . 8
Dominant Group 75 mi I I 1on TI “ L’ h OIG m
Molvest 65 to nnes I \’
C.P. GROUP
Slaktis (Kabosh Group) 65
Al ila G 62
grosila Group 8 ) 5%
Kuban AgroHolding (BazEl Group) 60 i
of Russia’s // 5
Zalesskoye Moloko Group | 50 Comn”!ercial "/f PY[:ArPD BA32N
milk v/ Fpynna Komnanvii O ——
Russkoye Moloko | 48 production CUCTEMA
Belorechenskoye | 47
Prodprogramma Agroindustrial Complex | 44
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What factors will affect the development of Russia’s dairy market and dairy companies?

 Rising personal incomes

« Weak ruble/global economics / sanctions
 Agreements with Belarus Republic
 Opening up of export markets

e Serious effort to combat fake products
 Raising awareness / stimulating consumption
« Long-term game rules in the dairy industry

« Amalgamation in raw materials & processing
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