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30 Years in Seafood Industry; market research and
consulting for past 14 years. Founded Seafood.com news
In 1998.

Provider of 39 party independent in season price reports
and market analysis for Newfoundland crab and shrimp
Industry since 1998.

For past four years produced nonbinding price formula
for Alaskan king crab, snow crab, tanner crab and brown
crab.

Also have worked on lobster market issues with PEI, Nova
Scotia, NB, Arctic Char with Nunavut, and other species.
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‘Major points for\today

Industry was already in downward cycle before
financial crisis

. Food service sales weakening for 12 months

. Retallers backed away from some species

. Financial crisis pulled rug out from weakening market

Credit iIssues are a major problem

Consumer fears leading to lower consumption is an
even bigger problem

We will review the outlook for particular species In
this environment
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Financial risk is very real: our industry runs on credit
. Friday major Southeastern distributor z Poseidonz shut down

- Canadian exporters pulling some containers back from Russia
due to inability of customer to pay

. Exchange rate volatility is extreme

Seafood consumption will be impacted by larger economic
forces beyond our control:

. Drop off in foodservice consumption
. General sales collapse on many products in October
. Supply issues will dominate pricing

- Where supply does not contract sufficiently to match reduced
demand, severe downward price pressures will emerge



"Despite this, inaustry remains
strong

. Resource based industry will retain value

- Food products are consumed during recessions
. Fuel price pressures are decreasing

ndustry record on sustainability improving

. Canadian exchange rate improving for exporters, but Iis
volatile

. Aquaculture producers have some control over future
production

. Feed costs declining as commodity prices fall
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“First half of 2008 was healthy

Positive trends for seafood coming into 2008:
. Better consumer knowledge of health benefits

- Continued growth in consumption for key species, with
some consumption limited by supply issues

. Strong Japanese market for crab
. Strong UK, Eastern Europe market for shrimp, herring

- Progress on sustainability: More MSC fisheries, broad
retail messaging on certification, more ACC
certifications for aquaculture

. Good retall sales; boosted by rising food prices
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Issues: Aquaculture species dominate growth

2005 2006 2007

Species Lbs Species Lbs sSpecies Lbs
] shrimp 4.10 | Shrimp 4.40 | Shrimp 4.10
2 Canned 3.10 | Canned 290 | Canned 2.70

Tuna Tuna Tuna
3 sdlmon 2430 | Salmon 2026 | Salmon 2.364
o Follock | 468 | Pollock | 639 | Pollock .730
3 Catfish 1 025 | Tilapia 0.994 | Tilapia [.142
G Tilapia 0.848 | Catfish 0.969 | Catfish 0.876
1 Crab 0.643 | Crab 0.664 | Crab 0.679
o Caod 0.572 | Cod 0.505 | Cod 0.465
9 Clams 0435 | Clams 0.440 | Clams 0.449
10 | Flartfish 0.366 | Scallops 0.305 | Flatfish 0319
Total All Species 16.2 16.5 16.3
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Other 2008 problems

Production problems in aquaculture species like
shrimp, salmon, tilapia
Fuel prices led to major spike in costs, freight charges

Weak U.S. dollar returned less money to Canadian
suppliers selling into the U.S. earlier this year.



~ By second half of 2008 Industry was ir
weakened state

Economic worries increased

Lack of foodservice demand led to lower prices on:
- Shrimp (warm water)
- Crab
. Lobster tails

- Salmon and tilapia maintained prices due to supply
Issues

10
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-in 39 quarter, U.S. retail seafood sales
began to slow

6.7% less spent on seafood promotion
3.7% overall price increase
But only 1.2% increase in seafood dollars per store

This Is despite a CPI price increase for seafood of 8%
over past year (Oct 2007 Oct. 2008)

Source: fresh retail sales data from perishables group.

1



Retailers cut back on-promotional dollar

1)
(LJ

dollars on
dollars per store promotionpercent Average retail price
item week change percent change

Halibut -18.80% 5.50%
Flounder $52 -17.80% 3.60%
Clams $65 -16.40% 24.30%
Crabs $391 -15.50% 2.40%
Tilapia $296 -12.00% 18.20%
Catfish $209 -7.50% 2.00%
Items with Increased Promotion
Lobsters $156 8.60% -8.70%

Source: retail sales data for fresh seafood, 13 weeks ending Sept. 30", 2008

FCC Quebec City 2008 12



Retaillers saw crab sales fall more than any othe
major seafood item

dollars per Average retall
dollars per dollars per wk  |store week % price % change
item store week 2007 change vs yago |vs year ago

Shrimp $1,630 $1,607 1.40% 3.90%
Salmon $831 $834 -0.30% 2.80%
Crabs @ $503 @ 2.40%
Tilapia $296 $296 -0.60% 18.20%
Catfish $209 $189 10.70% 2.00%
Scallops $176 $158 11.70% 5.10%
Lobsters $156 $139 11.90% -8.70%

Source: retail sales data for fresh seafood, 13 weeks ending Sept. 30t", 2008
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Lobsters only seafood item with more promotion
than 2007, and lower price

dollars per store  |Average retail
dollars per store dollars per wk week % change price % change
item week 2007 VS yago VS year ago

Lobsters + $156 $139 11.90% -8.70%
Scallops = $176 $158 11.70% 5.10%
Catfish - $209 $189 10.70% 2.00%
Shrimp = $1,630 $1,607 1.40% 3.90%
Salmon - $831 $834 -0.30% 2.80%
Tilapia - $296 $298 -0.60% 18.20%
Crabs - $391 $503 -22.20% 2.40%

+ means more promotion, = is same as 2007, - Is less

FCC Quebec City 2008 14
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Retall conclusions:

As prices rose, retailers backed off promotions

Lobster was only major seafood item to show price
decrease and corresponding increase in volume of
promotion and sales.

In most cases, sales dollar increases came from reduced
volume and higher prices

Salmon prices rose on lower volumes over summer, but
failed to break $4.00 fillet level.

Crab is unigue in a sharp decline in sales, partly due to
King crab.

Retailer seafood sales this summer softer than a year ago.
Seafood sales need retail involvement or inventory builds
up.

15
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~Given these unfavorable trends. bank
collapse pulled the rug out

Credit issues: lack of access to credit, increased credit
risk, more expensive credit hampered sales. Had big
Impact in parts of industry that needed credit to buy
new season products: lobster; West coast crab

Failure of Icelandic banks collapsed some seafood deals
such as Clearwater; makes future deals harder.

Put more pressure on things tying up access to cash:
Inventory; letters of credit for customs bonds in U.S.

Makes it harder to finance aquaculture stocks

Biggest impact for industry is consumer cut back on all
purchases, including seafood.

16
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Consumers have gotten scarec

Exacerbated foodservice weakness that already
existed? not good for crab, shrimp or salmon

Cutbacks at foodservice mean cutbacks for seafood.

Retallers have backed away from expensive seafood
promotions.

Buyers with good credit have achieved tremendous
| AOAOACA O AAAO Al xI OObDE
Result: huge pressure on seller margins in 2009

18772
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We face a very different 2009

Who has money to buy?
. Producers have less access to credit; face weaker
demand

result = market pressure to reduce prices
lobster industry is a case in point

" OUAOQO6 OAILOA | &£ AAOOE| | |
Credit worthiness now becomes a key competitive weapon: the
most credit worthy buyers get a substantially discounted price.

Basic requirement. maintain access to markets if at all
possible; keep product moving,.

18



| redit crisis makes | OfF companies

to purchase raw material (example)

New season market prices
s50 million credit line = 75% of s6; OPeN 30% lower, sales drop

million
~ $15 Crab b
: ; S = $10.5 Cra
m"ento_ry New Line: $35 million inventory
| R520 rmp % of $47 million
20 15 Inventory o s P 14 Shrimp
, $o Acct Inventory
) Receivable b $ 4.9 Acct
w - $5 Monthly | Receivable
5 Sales $3.5 Monthl
. 3.5 Monthly
$20 Avall cash / ~ \-/ J Sales
credit

$14 Avail
cash / credit

Available credit goes from $20m to -1$ m:
($50-$35= $15 owed; $14 m available)

19



~Seafood industry also has real
strengths

Seaafood is a real commodity; not a credit default swap
) O60 OAI OA EO OOAT OPAOAIT O
Value in wild seafood comes from control of the raw material:
- Quotas; fishing rights; stable long term access to resource

. Established broker/distributor network with history of good
credit

Supplies of wild seafood are limited: increase in demand is
believed to lead to long term increase in value

In Aquaculture value comes from efficiency and control of
production costs and avoiding oversupply situations

20
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Opportunity exists In this environment

Because seafood Is perceived as having value,
customers respond to lower prices by increasing
purchasing. A period of lower prices widens the
universe of buyers.

Lower raw material prices allow for value added
production at more attractive prices. Itis an ideal
time to introduce new value added items.

Promotion in a lower price environment can win more
customers

23



"Aquaculture proaucts have

strengths In this environment

Salmon: projected cutbacks in global supply will help
maintain pricing despite weaker demand

Lower cost products like, tilapia, catfish and possibly
mussels are now products most of interest for retail
promotions.

Control of inputs may allow for response to weak
demand; wild fisheries often have no control over
Inputs

22
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vulnerabilities

Canadian aquaculture very heavily tied to U.S. market;
harder to diversify to Europe, Japan

Some more expensive items like arctic char, sablefish,
may see price resistance

23
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from low prices

N

15 year Price History for Snow Crab
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‘he crab industr

Period of heavy
. Supply and low
prices in 1997-
08 set stage for
10 years
expansion of
market at higher
value

Same pattern could be observed in the salmon industry

24
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-Low prices can grow volume in a
healthy market

19971998 was an historic expansion of crab industry
to retail based on huge supply, very low prices.

As supplies tightened, huge pool of new customers bid
up price of crab.

Over ten years, low $2.50 prices never seen again.
Only 3 of the last ten years saw prices below $3.00.

$3.50- $4.50 became the default wholesale price
range, even with heavy supplies.

The quick price recovery in 20056 is also evidence of
this.

25
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~Seafood industry as a whole has some
similarities to crab market

Long term demand for seafood Is growing

Supply is constrained

When a short term price weakness occurs, new
customers readily buy seafood.

Result: periods of price weakness can build in long
term higher value for the industry by expanding the
market.

Tilapia: 18% price rise, no fall off in Supermarket sales

26



~Other issues that have hit the
iIndustry this year

Weak U.S. dollar has led to huge problems in lobster,
and crab for harvesters, as dock prices fell.

Strong European buying of shrimp has been a bright
spot.

MSC certification of shrimp industry in both the Gulf
and Newfoundland will cement position in UK
market.

Sustainability is becoming more routine. This is
helping the image of the seafood industry.

Food Safety Is the biggest single notfinancial issue we
face.

27
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“When sustainabllity Is no longer an issue, marin
environmental groups push food safety fears

Recent Ipsos/McClatchy nonscientific poll

" 3AAEI T A EO OOAAOEAOGO ) OAi o
beef, with vegetables and chicken lower down the list.

. This Is despite the fact that the major food safety issue
In the U.S. Involved vegetables this year.

. 88% gave the FDA a grade of C or better, with 54% at A
or B.

- 719% felt imported food was the primary source of food
safety problems.

. Because around 80% of seafood is imported, it is the
focus of these fears.

28
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ood safety issues will be the most important

non-economic issue facing industry in 2009

Pew campaign began this fall to force FDA to tighten
Inspections on Chilean farmed salmon, charging that
salmon contains antibiotics that are not permitted in U.S.

Consumer unease with China will continue, despite efforts
of FDA to set up pre-approved Chinese plants

Additional Chinese shrimp and catfish plants were
removed from the automatic detention list.

In current economic climate, reasonably priced

aquaculture products will overcome consumer fears of
aguaculture.

#A1T AAA EAO OAI OA AO OAOAT Ao
especially in China and Japan, but also U.S.

/
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Review

Snow Crab

Lobster

Shrimp (coldwater
and warmwater )

Salmon

Herring

Scallops

Cod/tilapia/whiting

v\ WL /Y

N INEY;

Lack of retail support

Fishing costs and lack
of credit will limit
supply

Fall off in demand
hitting producers

Supply issues will
prevent price declines

Depends on E. Europe

Supply issues will
prevent price declines

Supply issues will
prevent price
declines, except for
tilapia.

30
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“Problem: most new seasons since Sept. has lec
to dramatically lower prices

Stone Crab (Florida) new season opens 40% lower
than 2007.

Lobster: Maine at this time was $4.15%$4.45 in 2007,
IS 2.50 2.80 today (for straight ocean run) is 38%
lower. Grand Manan reportedly $CA 3.50$4.00
Canadian. Area 35 was $5.00 in 2007, now $4.00 and
lower.

Exceptions are where there are foreign markets such as
Japan: king crab prices higher than last year.

31



—Snow crab pricing currently resembles 2004

UB Crab, Snow, Cluster, Newfoundland, 5-8 oz., FOB Mid-Atlantic

UB Crab, Snow, Cluster, Newfoundland, 58 oz., FOB Mid-Atlantic
Monthly Average Low
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~Weaker Canadian dollar will lower crab prices in
U.S.

Foreign Exchange Rates, Canada, Dollar

NV
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Yen / dollar exchange rate

Foreign Exchange Rates, Japan, Yen
Weekly Average High
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~ Currency t@nﬂm

exporters

Canadian aquaculture depends on U.S. market

Favorable change in Currency back to historical
levelsz represents major benefit.

Back to 20042006 levels

1:6 WV\

14

1.2 M _j
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—Low volumes may not be enough to maintain price levels in 2009

We have seen that other species (lobster, stone crab) with high
new season landings have led to price collapses.

We can forecast that for other species, If landings are heavier than
expected, there will be a significant impact on price.

If landings or aquaculture production is smaller, the cutbacks in

spending due to the economy will mean demand will be more In
balance.

Supply refers to global supply. Salmon is a special case, because
global supply is contracting, Canadian producers have great
opportunity.

In a weak demand environment, retailers are best option to move
product.

Retailers will be comparing promotions and items will have to be
competitive to gain support.

36
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Snow Crab outlook vs. 2024005
Similarities:

. Japan major buyer; set price above U.S. market
. Retallers stopped promoting crab due to high cost

Differences:
- Japan took 42% vs. 32%, means less inventory in U.S.

- No competitively priced crab. In 2005, huge Dungeness
landings.

Conclusion: there will be some pressure to lower
prices in 2009 due to inventory carryover; but price
declines may not be as severe as in 2062005.

37
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Some bright Spots

Retall sales are holding up better than foodservice

Retall is more important than foodservice for moving
volume with promotions

Retallers are less impacted by recession, have more
tools to keep selling to their customers

Overall, seafood consumption for many items has
continued to increase, especially aguaculture products
like salmon and tilapia.

38
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Crab is the only See

continues to grow

‘00d product whe

Growth in U.S. crab consumption

2000 2001 2002 2003 2004 2005 2006 2007
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Lobster Industry In true crisis

Lobster industry depends on variety of products:
- Live
- Talils
- Popsicles
- Lobster meat (claw knuckle leg)
Prices are declining for all items

US market outlook is poor due to perception of lobster as
luxury item

European market may be good based on pricing; but European
consumers may retrench as well.

Important because It is such a large part of the Canadian
seafood industryz a collapse in lobster pricing will impact
many Canadian companies.

40



“Recent value ($ CA Million) for live an

processed lobster exports
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Until 2008, industry was growing

2008 Problems
- High popsicle inventory in Europe, declining prices
- Weak U.S. dollar meant low boat prices this spring
. Fall off iIn demand for live lobster has reduced prices
. Tall prices declining

. Only a matter of time before meat buyers demand price
reductions

Result: 2008 will end up as very difficult year, with
lower values than prior year(s).

42



eakness In live, tall markets and boa

prices are related

Slide in North American lobster tail prices
steepest In past five years:

20 ,rf

19 H'T
1g e
17 -E"-_""H—=""-__h\-_-ﬂ'

16

I I I 1 I 1 I
Cct-04 Apr-05 Cct-05 Apr-08& Cct-06 Spr-07 Cct-07 Spr-08

Last few weeks has seen collapse of ex-vessel prices

New shell 3.754.00 3.503.75 3.50-3.75 $2.50- $3.00
Canners to CA $4.00 3.754.00
(boston)

Hard Shell 5.50-6.00 $5.756.00 $5.50 $4.75 5.00

43
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“Lobster industry more vulnerable to
credit crisis

Lobster is an expensive product to purchase

. Tight credit and economic uncertainty reduces
purchases, or the boat price for lobsters

. Weak consumer demand for perceived luxury goods
means fewer sales of lobsters

. Reluctance of buyers to feature lobster adds to
consumer lack of interest, creating negative feedback
loop.

. High dollar value means buyers need substantial
credit, and inventories are very expensive to hold if
Interest rates go up.

44
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There are some bright spots for lobste

European market could be a strong buyer of live
lobster based on price, If consumers are not scared.

Strengthening U.S. dollar means a more favorable
exchange rate for exporters.

Low raw material prices provide opportunity for value
added products.

Reduction in fuel prices very timely
In this climate, promotion could be an important tool.

45
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Northern Shrimp

Very good year for shrimp
. Prices rose based on strong demand

. Canada succeeded In getting rid of Tariff, with an ATRQ
of 20,000 tons

. Both Newfoundland and Gulf of St. Lawrence fisheries
got MSC certification

. Strong demand for shell on shrimp in Russia helped
maintain global demand z less industrial shrimp went
to twice frozen cooked and peeled.

46



— Coldwater shrimp prices rise in both UK and U.S

Coldwater shrimp (Pandalus borealis) 0250 pe/lb
Peeled, in UK, origin: Norw ay
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Current iIssues

Currency has become unfavorable in UK

UK retailers and Danish
Briners now resist further
price increases, even push
for discounts

Warm water prawns continue
to gain market share
and promotion dollars

No indication that holiday sales are
Impacted by economic crisis: most
holiday shrimp is sold 2 for 1.

UK £ vs. $ CA

48
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Shrimp Outlook darkens

UK market hurt by currency, and economic slowdown

Russia was major factor in shelon shrimp market;
may not have money to purchasez so more industrial
cooked and peeled shrimp.

Norwegian shrimp landings are increasing; trend may
lead to more competition.

Low production on US West Coast has maintained
market for larger Canadian shrimp, but U.S. West
Coast shrimp prices now have turned soft.

49



- Salmon prices for whole fish have
begun to come down

UB Salmon, Northeast Atlantic, Wholefish, Fresh, FOB Northeast, 8-10 Pound
Monthly Average Low
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Canadian whole fish exports to US: Up 7.0%
Fresh Fillet imports up 54.1%
Cooke purchased company in Chile

In 2009, Chilean Atlantic production may decline by 30% or more.

Competition from Europe (Faroe Islands) more of a factor

10-12 Ib. Northeast Atlantic Wholefish
3.30
3.00
270
2.40
210
J F MM A M J A0S O N D
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2-31b. Chilean Fillets

4.35

3.95
3.55
3.15

2.5
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Source: Urner Barry

At the $4.00 level, meets price resistance
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~Factors mitigating-salmon-price

declines

Wild salmon harvests in Alaska fall short; keeping
wild salmon fillet prices high.

Chilean production problems causing strainz
significant decline in Atlantics production, but less
with coho or trout.

Salmon second most important retail seafood item
after shrimp

Like shrimp, salmon has become a staple.

Global contraction of supply (or stability) most
important factor. If this changes in 2009, salmon
prices will decline sharply.
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2009 outlook for salmon

Lack of significant growth kept prices high over the
summer.

Salmon prices already trending off their highs,
especially whole fish.

More and more U.S. interest in Russian salmon, also
chum salmon processed in China

Industry may be consolidated enough to avoid
unplanned changes in production volume.

Reduction in supply will counterbalance economic
weakness, could lead to relatively stable pricing.
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Herring

Three markets:
. Bait
- Herring for consumption and export
. Sardine canning
Demand in Eastern Europe spiked last year

Shortage of herring roe in Japan, E. Europe, led to strong
market this year, more production.

Major issue going forward for food grade market is the stability
of Eastern European countries in the economic crisis, and

access to credit.
Recent issues In Poland, Ukraine

US landings will continue to be limited due to allocations
fights.
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Mussels

Mussel prices tend to be stable over longer periods,
currently around $1.50 Ib. in NY.

UB Mussels, Cultivated, Pound, FOB NY Fulton

s 2

12 //
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-1;12-; 7

Chart based on monthly data
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Scallops

Two years of stable
pricing

Reduction in US
narvest next year

_ack of supply increast
means little pressure
to change sales /
distribution strategies

UB Sea Scallops, Canadian, IQF, 20/30 Count

UB Sea Scallops, Canadian, 1QF, 20/30 Count
Monthly Average Low

9.49
9.09
5.69
5.29
7.89
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Whitefish
Cod: major increase Iin Barents Sea coxl 20% in 2009

to 546,000 tons

. |Iceland: quota
likely unchanged
130,000 tons

- Major decline in Ak
Pollock to 815,000 tons

- No decline In prices
In sight due to lack
of supply; Strong Chinese bidding for raw material
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