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Problem meat production

Increasing Price-volatility of Agricultural Commodities
Decreasing correlation between feed prices and meat prices
Increasing specialisation in livestock farming

Increasing external financing

—> Price risks becomes financial risks (fundamental !)
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Decreasing Price Risks ?

World Pig Producer EU Pig Market
Grain Market
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Price Stability Possibilities

* Physical long term contracts

— Negotiation and calculation is possible

 Futures market

— Smart hedging

e Combination of both : AA or EFP-contracts
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Smart Hedging

Calculation of needed gross margin

Calculation of possible hedging effectivity,
hedging ratio and correlation of physical price
and future price

Hedging of revenue AND cost prices
Single product or multi-product hedging
Monitoring gross margins

Using all Market information available
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Pig Trading Companies (PTC)

* PTC-West cvba (18-07-12)
* PTC-Oost cvba (04-09-12)

— Cooperatives of pig farmers !!
- 68 Hog & Piglet Producers
- 12% of the Belgian Pig Meat Market Share
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* Delivering usefull Market-information
* |Increasing liquidity FHOG- & FPIG-future
* Risk Management by hedging crush

margins
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Market Information
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Cross hedge

* Cross-hedging feed-prices

* “translating” grain and oilseed-futures
into future feed-prices



Multi Product Hedge

Feed
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e a» MAS-Index 08/13

e» e=» Formulatie + marge van 30 EUR/ton
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Knowledge = Power
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Vleesvarkensvoeder (BEMEFA)
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Liquidity Lean Hog (CBoT, °1966)

Aantal contracten per dag
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Correlation FHOG and Lean Hog
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Correlation VION - FHOG

Notering - FHOGc1 / VION (20-07-09 tot heden)

VION

FHOG - FCF
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Correlation meat-cut (ham)
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Smart Hedging

» Hedging # Speculation !!
» Hedge-Effectivity (HE):
» Hedge-Ratio (HR):

Or

}

= Covering 1 Ton Spot Commodity = 1 Ton Future Commodity

= Covering 1 Ton Spot Commodity (Feed) # 1 Ton Future Commodity

Correct Hedge-Strategy implies

Correlation

Basis

Hedging Effectivity
Hedging Ratio

y 4
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Hedging the margin
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Forecasting “crush mar
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Transactiekosten !

Merk op dat de rkt-kosten NIET inb

Zijn in deze berekening !

Deze kosten kunnen oplopen fot + 0,60 EUR per big,
indien de biggenpriis én de voedemris worden
gehegded.

Indien enkel het voeder wordt ingedekt kan dit beperkt
worden tot + 0,20 EUR per afgeleverd vieesvarken,

Berekeningswijze

Voor de g van de inst werd uil
van de mea‘wde o0ls gehonteerd in de ‘\-'borvse

(december 2011).

Biggenprijs = \ioomse Biggen Prijs + toeslog
Varkensprijs = Donis + toeslog

De voedemprijzen zijn gebaseerd op de prijzen ok
maandelijks gepubliceerd door BEMEFA.

De futures woor biggen en wvorkens zin de futures
genoteerd op Eurex. Vbor defvoeder-) grondstoffen zilp
de futures van Motif en CME de basis.

Opgepast |
Al { de aehonizerds b i zoveel mogelijk

rekening houden met de realiteit, zip de bekomen cijfers
enkelindicatief.

Deze berekening heeft niet de ambitie om rekening met
alle parometers die een inviped hebben op het
bedrijfseconomischresultoat.




--#-- Netto-resultaat PTC's

——@— Historische voedermarge spotmarkt
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DLV MAS
* Developing Smart hedging Milk

 Mature markets : f.e. grains, oilseeds,
potatoes, sugar, cacao, oil

e Possible for all agricultural products AND
lots of food products (cross hedges)

* Necessary for all links within food-chain

to stabilize prices and secure incomes _
DLV S |



Questions ?

3
e
* More information :

Dirk Coucke +32 495 29 25 00, dc@dlv.be
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