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The global feed industry:

Producing more than 1 billion metric tons

EIXEHESR: ESER10E0E

Lastyear,theAlltechGlobalFeedSurveyestimatedworldanimalfeedproduction
atover1billionmetrictonsgloballyforthefirsttime.Thisyear,ourestimateshave
confirmedthatbarrierhasbeencrossedagain,withatotalof1.07billiontonsof

feed produced in 2017.

Nowinitsseventhyearofanalysis,theAlltechGlobalFeedSurveycontinuestobe
themostquotedreferenceonthestateofthefeedindustry,withlastyear’ssurvey
datacitedinmorethan 1,000reportsbytheUnited Nations,industrymarket
researchcompanies,leadingagriculturalinstitutionsandassociations.Thesurvey
datanotonlygiveinsightsintothefeedindustry,butintothehealthofagriculture
as a whole, and, to some degree, it reflects the strength of the individual

economies of the countries included in the report.

Theinformationbecomesmorerobustanddetailedeveryyear,withnewcountries
included thisyear,namely Cambodia, Laos, Fijiand Samoa, for a total of 144
countries.Asourorganization’sglobalreachexpands,itisAlltech’sgoaltohave
thesurveygrowinscope.Wealsointendtoprovideopenandfreeaccesstothis

reportforthepurposesofdemonstratingtheimportanceofanimalagricultureand

thecentralityofthefeedindustryinfeedingtheworldofthefuturesustainably.
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Where is the growth?
YR EMBAE?

The growth seenin 2017 was strong at 2.57% over 2016.Indeed, over the last
fiveyears, thefeedindustry has seenatotal growth of 13%, whichtranslatesto
anaveragegrowthof2.49%perannum.Thissubstantialandhealthygrowthhas
beensupportedbyhigherconsumptionofmeat,milkandeggs,whichisreflectedin
theincreasedfeedproductionforthepigandbroilerindustriesaswellasthedairy
industry.Growthinthedemandforbroilerfeedof3%andlessthan 1%forlayers
hasbeenseenagainstthebackdropofanaveragegrowthof2%ineggandmeat
consumptionbutalsoahistoricimprovementof1%infeedconversionefficiency,
primarily led by genetic improvements.

Globalleadersinporkproductionledthewayinpigfeedproductionin2017.The
world'slargestmarket,China,sawareboundinpigfeedproduction,andRussiagrew,
wheregovernmentpolicyfavorsinternalproductionandimportdisplacementMany
smallercountries, particularlythoseinAfrica,suchaskenya,Tanzania, Mozambique,
Uganda and Namibia, also showed marked increases in pig feed production.

Dairywasoneofthefewsectorsthatsawgrowthacrossallregions.Europe,aglobal
leaderindairyproduction,hasseenthereformoftheCommonAgriculturalPolicy
haveatumultuousimpactonmilkproduction,yettheregiongrewonaverageby
about2%.Fromapercent-growthstandpoint, Africawasthestarwithdairyfeed
productionup10%.ObtaininginformationfromAfricacontinuestobemoredifficult
thaninotherregions butthesurveyshowedcountriessuchasSouthAfrica,Morocco
andZimbabwesignificantlyincreasedtheirreported2017dairyfeedproduction.

Broiler feed production is the other primary species that saw increased feed
productionacrossallregions,withthelargestgrowthfoundinAfrica(10%)and
Europe(7%).Egypt,Uganda,MozambiqueandMoroccoaddedacombined1.3
milliontonstoAfrica’sgrowth.Romania,RussiaandUkraineallreportedgrowth,
contributing to Europe’s overall production.

Bothpetfoodandhorsefeedhavehadstrongyears,withnoregionaldeclinesin
eitherspecies.Thegrowthinthepetfoodindustry,andtosomeextenttheequine
industry,isusuallycorrelatedwiththeexpansionofthemiddleclassandurbanization.
Petfood,inparticular,isaffectedbothbypercapitaincomegrowthandachangein
dietasmorehouseholdstransitionfromfeedingpetstablescrapstofeedingthem
withcompletenutrition.Severalregionspetfoodproductionpoweredahead Europe
andLatinAmerica,toalesserdegreebutnolessdramatic,sawincreasesinpetfood
productionat17%and15%,respectively.Russia,theCzechRepublic,Romania,
Poland and Hungary combined for over 580,000 metric tons of extra petfood.
Uruguay,EcuadorElSalvador,ChileandArgentinarepresentalmostallofthepetfood
productiongrowthinLatinAmerica,combiningfor725,000moretons.Asia-Pacific’s
petfoodproductionincreasedby13%,withChinamainland,ThailandandChina
Taiwan as the primary contributors to the increase.

Avidreadersofprevioussurveyswillnotethatthefeedmillnumberhasincreased
fromlastyearabout5%.ltwasdeterminedthatsomeofthesmaller,privatefeed
mills, particularlyin European countriessuchaslreland, Ukraineandthe Czech
Republic,shouldbeincluded becausethey havegrowntoalargersizeandare
contributing more significantly to animal feed production.

Oneareashowingsomestagnationisbeef.ltisdownoverallabout1%,andLatin
America,AfricaandEuropeshowdeclinesThisglobaldownwardtrendhasgenerally
beenfeltbytheindustryforsometimeasmoreconsumersturnto“white’meats
such as chicken, pork and fish.
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Which region is growing
fastest?
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EuropeandAsia-Pacifictiedforthetitleoffastest-growingregion,eachata3%
increaseover2016.Thisgrowthprimarilystemmedfromincreasesinpigand
broilerfeedproductioninEuropeandpigandpetfeedproductionintheAsia-
Pacificregion.Russia,inparticular,increaseditsestimatedpigfeed,including
moreprivateproductionthanbefore. WhileRussianbroilerfeedproductionalso
increasedby39%,Ukraine,Romania,theU.K.andBelgiumalsoreportedhigher

numbers, resulting in strong growth for that sectorin the European zone.
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Region &1 2017 2012 EZCI:E;E?E
Africa JEIM 39.1 303 29%
Asia-Pacific oK 381.1 3565 7%
Europe EM 267.1 2084 28%
Latin America :i73= 160.7  137.0 17%
Middle East g8 27.0 254 6%
North America JtZE 1946  188.1 3%
Total B8 1,069.7 9458 13%

Top 7 in 2017
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Mills  Production % Growth
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China HIE] 6,000 186.9 -0.4%
USA EE] 6,241 173.0 2%
Brazil B3 1,572 69.9 1%
Russia fZ&Hi 569 37.6 19%
Mexico S5FgS} 501 34.4 2%
India ENFE 1,201 34.2 7%
Spain FEHESF 845 33.0 2%

The top seven countries can be viewed as a barometer of the trends in
agriculture. This year, comparing the production of these top countries
as a percentage of aggregate feed production from the rest of the world

demonstrates how significant they are to the overall business:
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Aquaculture XKEEME

Aquaculture trends tend to be amongst the most anticipated by the
agricultural trade media. This is presumably because of the strong growth
of farmed fish over the past 10 years and the degree to which aquaculture
is replacing wild fishing as the primary source of fish for human
consumption. Aquaculture feeds remained stable overall in 2017. The
numbers showed a slight decline in the Asia-Pacific and European regions,
while Latin America and the Middle East increased aqua feed production.
African countries mainly increased aquaculture

feed production, but one of the larger producers, Egypt, saw a decline.
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The continued weakness of aquaculture in China (-5%) reported this year
and last, and to a lesser degree in the rest of Asia-Pacific, has been linked
to changes in consumption, disease outbreaks and a consolidation of the
industry. Additionally, government controls on feeding practices and food
safety, particularly the administration of antibiotics, may be having an

influence on production levels.

Asia-Pacific is 70% of aqua feed
production.
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Brazil, Chile and Peru led the increased reported production in Latin
America, and Iran stood out from the pack in accounting for almost all
of the reported growth in the Middle East. Carp leads the production of
aquaculture feed, with shrimp/prawn and tilapia as the second and third
places in total production. Catfish, salmon and trout also ranked, though

to lesser degrees.
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Species growth
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Feed costs reflect the global economy
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Feedcostsdidnotchangemuchin2017,whichwouldbeseenasapositiveby
manyintheindustry.Certainly,ithasbeengoodforproducersofmilk,meatand

eggsasfeedcostsarehighlycorrelatedwithcerealandvegetableproteinprices.

In choosing to evaluate the feed costs for finisher feeds of pigs, layers

and broilers, Alltech elected to compare these feeds based on the relative
homogeneityoftheseformulationsglobally.Pigfinisherfeedscost,onaverage,
about2%moregloballythan2016.Consideringthatthe productionofpig

feedswasabout5.54%higher,thiswouldindicateastrongyearforthissector.

Thelayerindustrygrewjust1%,butitremainedstablewithadropofjust1.7%
infeedcosts.Broilerproductioncostsforfinisherdietsdropped14%globally,
whiletheindustryitselfisshowingincrementalgrowthofjustunder3%.Yet,
withfeedrepresenting70%ofliveanimalproductioncosts,thischeaperfeed

will translate into cheaper chicken and eggs for the consumer.

Whiletheaverageglobalfeedcostsdidnotchangemuchfrom2016t02017,
someindividualcountriesexperiencedgreatervolatility.GermanyandBulgaria
sawincreasesacrosstheboardforfinisherdiets.Ontheotherhand,someLatin
Americancountriesseemedtogetabreakregardingfeedcosts.Brazil,Peru,
Chile,Paraguay,JamaicaandCostaRicaallreporteddeclinesinanimalfeed
finisherdietcosts.Many countriesinAfrica,suchasNigeriaand Cameroon,

maintainsomeofthehighestfinisherdietswithcostsnearing$700orabove.
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‘ThlsyearmarkstheseventhedltlonoftheAIItechGIobaIFeedSurvey',ayearIy >
assessmentofcompoundfeedproduction.Thedata represents1ﬁ4countr|es,
reflectinginformationobtainedinpartnershipwithlocalfeedassocjationsand™
Alltech’s salesteam, who collected datafrom morethan 31, OOOfeed mills.
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