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Chile: The evolution for a better industry
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New Chilea 'Regulation:
The Game Changer



Improving average harvest weight
... even above most of our peers

Harvest Weight (kg WFE)
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Reducing Mortality rate to low levels
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Increasing yield per smolt ...

Yield (kg WFE/smolt)
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Improving Feed Convertion
Ratio (FCR)

Chile & Norway: FCRe
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USD/kg WFE

Reducing antibiotic use...

ICA*: Gr AB/Harvested ton
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Decreasing Ebit cost...

Chile: Ebit Cost (USD/kg WFE)
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Increasing Ebit per Kg produced

...even though is still well below its peers!

Ebit / kg
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Improving market valuation...
even though is still well below its European peers!
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3. Chile is now ready for new chabng '

12.Co
~ the best perfOrmlng countrie

4. Norway, focus in R&D +! nnovatlon
on the road of the “New Era” of the



Defining the "New Era”
of the world salmon farming industry



What's the world salmon
industry doing now?

What's the new scenario?

Will Supply meet Demand?




cal route :

The economic log




The economic logical route
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What's the world industry is |
doing to increase Supply? @
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R&D + Innovation




To create new




Conventlonal salmon farmlng
Norwegian industry is working and investing hard to optimize license utilization:

¢ Traffic Light system (Estimated growth : 2% annually)

** Post Smolt (Potential growth : +10-20% next 7 years)

*** Improvements in harvest weight (Depends on biology + MAB regulation)
+* Development licenses (Depends on Norwegian government policy)
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Conventional salmon farming
Chilean industry is working and investing hard to optimize license utilization:

** PRS System (Estimated growth : +2% annually)
+*»* Density Regulation (4 kg/m3) (Estimated growth : Difficult to predict)
+* XII region development (Estimated growth : 80-100 Ktons)



Conventional salmon farming
Chilean industry is working and investing hard to optimize license utilization:

** PRS System (Estimated growth : +2% annually)
+*»* Density Regulation (4 kg/m3) (Estimated growth : Difficult to predict)
+* XII region development (Estimated growth : 80-100 Ktons)

‘ Expected new 200-250 Ktons by 2025



Conventional salmon farming in “New Territories”

< Canada:
o Newfoundland’s local government hired McKinsey for study
o McKinsey proposed further development of Salmon Farming
o Potential growth: Not defined yet

* Iceland :
o The Marine Research Institute released a biological risk assessment
o 4 norwegian companies controlling JV projects with local producers
o Potential growth: Estimated 60-80 Ktons by 2025
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Off-Shore Farming

% The Development Licence System in Norway
is incentivizing Off-Shore development

»» Evolution of existing Conventional Farming

»» Developed in Norway by existing players in
existing regions

*» Norway : +20 Projects, 4 approved

% China is developing an off-shore project in
Yellow Sea (new region)
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Off-Shore Farming

Pros cons

e

*

Higher Capex (12-14 US$/Ton)
Higher Opex

Complicated. logistics

Higher farming cost

Same other facts of Conventional
farming (diseases, sealicegalgae
blooms,.airfreight, et€.)
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Increase farming areas

Better dispersion of bio-waste
Lower impact on coasts
Greater distance between farms
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Off-Shore Farming

Pros cons
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Higher Capex (12-14 US$/Ton)
Higher Opex

Complicated. logistics

Higher farming cost

Same other facts of Conventional
farming (diseases, sealicegalgae
blooms,.airfreight, et€.)
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Land Based Farming

s Complete different business model

“*High price of licences in Norway is
incentivizing Land Based projects

“*Main economic driver is airfreight saving
**Supply Destination : 100% local market

“*Main Locations : USA and Asia, far away
from the main producing countries
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Land Based Farming

Pros

R/
0‘0

Very low. freight'to market
»Lower environmental impact
No Sealice

Lower mortality?
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Fish.welfare due very-high density
3-42Kg. Average harvest size
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Complexity-of-operation & control
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Land Based Farming

Pros cons
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Higher-Capex(+15 US$/Ton)
Fish.welfare due very-high density
3-42Kg. Average harvest size
Energy intensive
High-Operational Risk
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‘ Expected production: Very difficult to predict !
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Supply estimation by 2025 7R .

150

CAGR 6.0%

2018 Norway Canada OffShore Land Based 2025

Source: Multiexport Foods

< Conventional Farming — CAGR 5,0% =
% Conventional Farming + Offshore AGR &
% Conventional Farming + Offshore #Land Bases_* Q;#“ 6,0



With all these developments... Will Supply
meet Demand?




With all these developments... Will Supply
meet Demand?

= There is no question Supply will meet Demand!




With all these developments.....Will Supply
meet Demand?

= There is no question, Supply will meet Demand!

=» [he open questions are: When? At which Cost?
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2. Is highly likely Off-Shore farm ng will be le: S‘Cdmpetitive than

Conventional farming
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Is highly likely Off-Shore farm' g will be less competltlve than

Conventional farming

3. Land Based has the chance to prove that it can be one of the
next Game Changers
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1. It seems the world salmonm
moderate growth for the next S ——

2. Is highly likely Off-Shore farm| g will be le S competitive than
Conventional farming

3. Land Based has the chance to prove that it can be one of the
next Game Changers

4. We have to wait 5 years to see what may happen



Chile in the new era
of the world salmon industry



Chile is ready for new challenges. 3

but needs to work hard under this n
scenario




Chile is ready for new Challenges. X
but needs to work hard under this ne
scenario

Chile has not unlimited time to
move forward... and is a I|ttle_,,,b.j
|ts peers



Chile: The Key Drivers#£oli next decade

@ Demand

€@ Price

e R&D M ation
A4

O Reputation & Sustainability
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Denmark
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Hong Kong

M Total Market

South Korea

® High consumption per capita (>4)

- Brazil 8
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The US consumers perception about
Chilean salmon:

d.

o)

Low awareness that Chile is a source for salmon

\/ague understanding o
recent good performance{
practices)

llean farming practices and
o clear.about sustainable

No association between Chilean salmon-and Patagenia

“»e -

-~ Environmentalist increasingly'aware.of aquaculture as

part of the “solution” and not “the problem” for feeding a

“.growing population

Source: CSMC Perceptions of Chilean Salmon in the United States 11/30/18, 1/4/19



- CHILEAN SALMON TR
MARKETING COUNCIL




Chilean salmon is developing a BRAND
based on:

Sustainability improvement

Engagement with local community
AB reduction
Product Quality

Origin promotion
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The Commitment:

1.

2.

Producing high quality, healthy and nutritious salmon

Preserving the pristine terrltory and:supporting the ‘
communities of our homel N 6 ear
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Ensuring the pllness of ou ir salmon an
the greatest care




If we are able to work hard and
do the job, decreasing the price gap
by 50%...




If we are able to work hard and
do the job, decreasing the price gap
by 50%...

The REWARD :
MUSS$ 350-500 of more Chilean exports
~annually, going directly to the bottom line
— — (exTax)
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Entrepreneurship
& Commercialization

Innovation
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4 CONCRETE INITIATIVES :

1. Establish tHga Chllean Salmon Innovatlon Council
% ‘% . . 'é: l?:."‘,;{%j"'?

2. Specific Government pollc:y to mcentlwze R+D+| within

4. Create the Chilean VérS|on of Norwegian NASF



O Reputation & Sustainability

Industry reputation is negative within Chile,
being perceived as polluting and not
sustainable industry



Negative public events with
=X | national attention :

< ISAv Crisis (2008)
P |

SA MUNAS '. |i 7] <+ Chilos Algae Bloom (2016)

T f")'

*» Salmon Escapes (2018)




DRUGS, SLUDGE AND SUPERBUGS:
THE DANGERS OF CHILEAN SALMON FARMS

It you 03t salmon, you're most Bkely eating the farmed stuft. Aad if you eat the farmed stuff, there's a good
chance It came from Chile. That's because 70 percent of the salmon consumed globally is farmed, and Chile
Is the werld's second-largest farmed salmon producer after Norway, While Norway's salmon industry s
refatively clean, Chile's tarms have only gotten dirtier, bigger and riskler,

Oceana’s Chile team has worked to rein In dangerous salmon ag. since 2009, R by. they scored
2 major victory when the Chilean Supreme Court ordered salmon farmers to disclose antiblotic use on a

company -y -company basis. This Is a first step to addressing the skyrocketing use of these drugs on salmon
farms. But in Chile, antiblotics are just one plece of salmon’s toxic puzzie.

DEADLY SLUDGE:

OCEANA

Antibiotic for
therapeutic use

ENVIRONMENT JULY 23, 2015 /1007 AM 3 YEARS AG

Addicted to antibiotics, Chile's salmon flops
at Costco, grocers

Anthony Esposito 7 MIN READ vy f

SANTIAGO (Reuters) - Chile’s salmon farmers are using record levels of antibiotics to
treat a virulent and pervasive bacteria, driving away some U.S. retailers including

Costco Wholesale Corp, which is turning to antibiotic-free Norwegian salmon.



Dirty beaches an
coasts with farmin
materials

(mostly from mussels farming
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Aggressive

campaigns from
ENGOs




Chilean citizens
awareness about
the industry

4

L)

1)

» How industry works

» Which are industry practices
& certifications

*» Industry sustainability
reporting

*» Poor experience with the

product

4

L)

1)




EL PODER DE
ASCANIO CAVALLO

LA SUPERPLANTA
QUE PODRIA
COMBATIR EL
CAMBIO
CLIMATICO

EL ULTIMO PASE
DE CLAUDIO
PALMA: VUELVE AL
CDF

Main Failure:

Industry hasn't told
its fantastic story

Leaving to others the
space to
communicate their own
version of the industry



THIS IS AN URGENT SITUATION
THAT REQUIRES
INMEDIATE ACTION !



5 CONCRETE ACTIONS:
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1. Telling the story



5 CONCRETE ACTIONS:

1. Telling the story

2. Strengthen relations with communities



5 CONCRETE ACTIONS:

1. Telling the story
2. Strengthen relations with communities

3. Public demonstration of industry sustainability
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5 CONCRETE ACTIONS:

. Telling the story
Strengthen relations with communities

Public demonstration of industry sustainability

Public demonstration that industry is taking care
about the environment



R

5 CONCRETE ACTIONS:

. Telling the story
Strengthen relations with communities

Public demonstration of industry sustainability

Public demonstration that industry is taking care
about the environment

Make Chileans fanatic salmon consumers
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We have to drive
fast... but smart







