Deer Industry Conference
2011

The Markets and the Action

Velvet Update
Rhys Griffiths
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Format

Format for the velvet session:

* Rhys Giriffiths: The Markets & Action

e John MacDonald: Reflections of the industry
e Jimmy Suttie: Science and the industry

e Velvet Question Panel
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Topics
 Market situation within core markets
 Issues and opportunities
« Activity over the course of the year
Break things up — 2 video clips

* End with promotional DVD
o Start with interview
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Marketing NZ Velvet in Korea
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Omniherb an example of progressive company

Good case study/Background
Head of sales, Mr. Kim, youth

Asked following questions:

Mr. Kims thoughts on velvet and specifically New Zealand
velvet’s positioning now and into the future.

What we, as an industry, should be doing to get to this (above)
point
What does he like about NZ velvet and the NZ velvet industry?

His feeling as a young person in the Korean Oriental medicine
iIndustry

Please view the subtitles — including the questions
Translation is direct to keep the integrity




Velvet Industry Strategic Intent
VISI directs activity undertaken by DINZ

Listed In sequence of Iimportance:
* Freedom to Operate

* Improve Market Access

. Protect and Grow Core Markets
* Provide Efficacy Based Research
» Strengthen the NZ Velvet Brand
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Market Conditions

Main part of presentation

e Segment look at our core markets:
— South Korea
— China and Taiwan
 Fundamental aspects

— Economic environment
— Issues and opportunities
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Korean economy
* Increased wealth GDP growth

GDP growth rate
Percentage change of real GDP compared to previous year. Real GDP is adjusted for inflation. More info » 2010 6. 1%
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Korean Soclety

Recent Korean Times article
 Increasingly aging/living longer
e 2010 4.5m people over 65

e 2050 19 million!
. Welh oreans who understand velvet
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Korean Velvet Market(s)

Korean Oriental Medicine Industry

Korean Times report:

* Over all good (1 of few during recession)
e Bigger getting bigger/Smaller going away
Local (Korean) velvet industry

e Badly impacted by FMD (156 deer farms)
e Caused general issues for fresh market <

<

DEER INDUSTRY
NEW ZEALAND




Recent events

VELVET SALES BOOSTED BY CONCERN ON
RADIATION FROM JAPAN 28th March 2011,
Jungang Daily

 Breakdown of Fukushima nuclear power plant

— Foods having immune boosting effect are getting
popular among people who are concerned about the
radiation leaked from Japan.

* Velvet-contained products sales climbed 180%
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Chinese Economy

Percentage change of real GOP compared to previous year. Real GDP is adjusted for inflation. [More info »
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Chinese Society

 Increasing economic wealth
— Even distribution

e Strong belief in Traditional Chinese
Medicine
— Core part of Velvet Industry Strategic Intent
— Ensure NZ velvet is top-of-mind
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Estimated global production

Falling production 3 — 5 years

Increasing costs and poorer returns

DEER INDUSTRY

Area Estimated production (frozen tonnes)
North America 100
Russia 170
Australia 15
China 250-300 (includes around 100 tonnes Sik4,
which remains in China)

New Zealand 430 DEMAND SUPPLY
Korea 175 __,"’J

&

-
Taiwan 25 -

PRICE f,.-"'

Estimated Total 1150-1250 [T # :"". YRR
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Challenges

Super A as % of total grades
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New Zealand

Exports by destination

Years Ending March
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NZ Velvet Brand

Snapshot of prices

Average NZ velvet import price into Korea (Oct), versus Russaad China. 000’s Korean won per Keun (600gm).
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Invest In the brand

Creating sustainable competitive advantage

Benefit

Competitive
advantage

For sustainability, NZ velvet's position should
reside comfortably within the white space.
Competitive advantage will be achievable throt
science promotion and communication of NZ
velvet's unique attributes.

Competitive
disadvantage
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Sclence

 Wound healing extract/RepaiRx
— Human trials - process
— Progress

« Country of Origin Verification
|sotopic Signatures
Protect the brand
Protect market access
Proof of concept
Pilot study
Need larger trial for data sets

<

DEER INDUSTRY
NEW ZEALAND

kot




NZ Velvet Brand — Mr's Kims
“Story”

e Young industry set up for the market
 Transparent and honest pathway to market

 Promotion of NZ key attributes:
— Clean, green NZ
— Wide open, natural environment
— Professional and quality farming systems
— Strict quality control systems throughout value chain
— Traceability and consumer safety
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Healthv Functional Food - Korea

KFDA

|

J 1) Improved

market access

Food -
Korean Food
Code

2) Rapidly growing market

Functional Food

70 registered HFF
Ability to make health
claims. Logical step for
velvet

3) Closer to the consumer



Healthy Functional Foods - China

 DINZ working on velvet as HFF in China
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The Rise of China

L= T Turnaroun 1 Recipe 8y ﬁ Tor Fight “Dowdy” f ; Lﬂ Is Clonding a Star |
5 B TALK B . MARKETILME R Wi Q] TH PROFERTY EPORT (1 |

Article in May

*China is most rapid growing
market for luxury goods

*By 2016, will be the 3" largest
market
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New Zealand
Deer Velvet

Naturally the better choice
English version DVD
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Korean Version DVD
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Simplified Chinese Version DVD
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Scientific and Marketing seminar

 DINZ & Taiwanese
Pharmacy Assn.

— 75 members

— 35 reporters

— 4 TV reports

— 10 Newspaper articles
— 18 Internet stories




Calendars

e Produced for velvet
seminar

* Very positive
feedback
— Sent to key contacts in

Korea, China and
Talwan

— Visually promoted key
benefits (wide open
spaces)






