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"Pig cycle" fluctuations and hog production capacity regulation
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Recent rounds of pig cycle fluctuations

“¥ F& B8R P 52 3 315 i Historical fluctuations of the Pig cycle
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Price fluctuation patterns of the first five "pig cycles" before the new century: one cycle every four years, the trough is usually in April to June, the range is enlarged, and the
industry downturn period is usually the high incidence of epidemic diseases
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égz The historical logic of the pig cycle
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2024.5—2024.11 = REHEAC, IR BN M2025.3—2025.940 4% T 2K ?
In theory, the production capacity growth from May 2024 to November 2024 should correspond to

the price decline from March 2025 to September 2025?
By kI ERG R, AV ARRE.
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The historical logic of the pig cycle
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In 2024, the groduction capacity will show a downward turning point in April, which theoretically corresponds to the gradual
downward shift of pig price center after the Spring Festival in 2025
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There is a strong negative correlation between the current stock of breeding sows and the price of pigs lagged 10 months

IR ERG R R AR 6



Zé—’i ¥ F BRI P se 2%
The historical logic of the pig cycle
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Historical fluctuation law of swine cycle
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The change of the Pig cycle: influencing factors
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There is no temporary superimposed impact and influence
of external factors
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The large number of scattered farmers have withdrawn, and the scale
level has been greatly improved
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Learning ability is improved and production capacity
adjustment sensitivity is higher
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The implementation plan for production capacity regulation has been

introduced to make the market more transparent 400
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The maturity of fat transfer technology accelerates the 20.0
recovery of production capacity
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The gambling trend has brought forward the peak of 0.0
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: Industrial structure: the level of scale has been greatly improved
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Changes in structure of pig production
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o Industrial structure: the level of scale has been greatly improved
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The change of production structure of group enterprises
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Industrial policy: precise regulation of the stock of breeding sows
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Maintain a reasonable inventory level of breeding sows, and create a historical precedent for market regulation of
agricultural products

=7 4l 15 3900 5L IEEREERI105%-110%, Rp4095-4290 5=k
Lﬁ:ﬂ,‘izﬁmﬁpﬁgn 39 million head of normal stock of 105%-110%, i.e. 40.95-42.9 million
increased substantially head

regsiEE > B900HSLERRERAI85%-92%, AI3315-3588/53k

Production capacity has 39 million head of normal stock 85%-92%, i.e. 33.15-35.88 million
been reduced substantially head
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Z<__ The change of the Pig cycle: characteristics and manifestations
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4.The pace of price rises and falls has
accelerated 0.0
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of the Pig cycle characteristics and manifestations
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Production control policy: precise regulation of breeding sow inventory
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The plan proposes that since 2009, there have been four major
fluctuations in China's pig production and pork market supply,
and the reason for the significant price increases is that the
inventory of breeding sows in the early stage has decreased to
below 95% of the normal level.
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Maintain a reasonable inventory level of breeding sows, and create a
precedent for agricultural production capacity regulation
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Production control policy: precise regulation of the stock of breeding sows
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increased substantially head === ‘
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Production capacity has 39 million head of normal stock 85%-92%, i.e. 33.15-35.88 million
been reduced substantially head
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Production control policy: precise regulation of the stock of breeding sows
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Regulatory approach
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Taking the rate of change in the inventory of sows capable of breeding as the core regulatory indicator,
adhering to the principles of early warning as the main indicator, regulation as the bottom line, timely
intervention, and precise policy implementation, implementing the provincial responsibility system for stable
production and supply of live pigs and the mayor responsibility system for the "basket of vegetables",
consolidating responsibilities step by step, refining the task of "three grasps and two guarantees" (grasping
production and sales provinces, breeding counties, and breeding farms, ensuring the bottom line of the
inventory of sows capable of breeding, and ensuring the bottom line of the number of large-scale pig farms),
establishing pig production capacity regulation bases at different levels, constructing a top-down linkage and
timely response mechanism for countercyclical regulation of pig production, promoting the sustainable and
healthy development of the pig industry, and continuously improving the ability to ensure the safety of pork

supply.
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Basic work of production control: perfect monitoring and early warning system
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Upstream: Feed data (feed yield of different livestock species, feed for sows, piglets and finishing with
different structures)

il MRIRHEEE (REI18 MGG 18R ) I HdE (4000 MTBU . 4
205N EU)

Midstream: Large scale breeding farm data (18 indicators for 180000 large-scale farms nationwide),
monitoring household data (4000 administrative villages, approximately 200000 individual investors)

B EEAEE. e

Downstream: slaughter data, trading volume data
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Basic work of production control: perfect monitoring and early warning system
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With monitoring data as the core, an authoritative information release mechanism for the whole industry chain of pigs will be
established

http://www.moa.gov.cn/ztzl/szcpxx/jdsj/2022/202206/
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In 2021, the Ministry of Agriculture and Rural Affairs, together with the National Development and Reform Commission, the Ministry of Commerce, the General Administration of
Customs and the National Bureau of Statistics, established an authoritative information release system for the whole pig industry chain.
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Z_i Regulatory policies: reduce weight, limit two children, control production capacity
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Policy background and objectives
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Scope of impact: direct and indirect
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* Impact logic: affects supply pressure in the second half of
the year and 2026 respectively
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* Implementation and effectiveness: weight loss, two
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Policy: Reduce weight, limit two children, control production capacity
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Production capacity is stable: the stock of breeding sows was 39.86 million in
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At the end of the second quarter, the stock of pigs was 424.47 million, up 2.2% year on year; the output of pigs was 366.19 million, up 0.6%; and the output of pork increased by 1.3%.
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Future development trend of the industry under the regulation of production capacity
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After the baptism of African swine fever, the industrys ability

to prevent and control diseases has been greatly improved
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Excluding the influence of abnormal factors, the future pig
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iz -z5e " . production capacity may be in a relatively saturated state for a
Stabilizer ) ' long time
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The pig cycle still exists, but the market price fluctuation will

[ TR RITE be slower
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The duration of future cycles will be shorter than the

historical average of four years
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