INDUSTRY ANALYSIS  
(Nature of the industry. Regulatory and tax conditions; Can the company differentiate its products? Key risks / Vulnerability to external shocks. Labor conditions; How important are technological developments?)
Nature of the industry: 
Feed, farm and livestock products are commodity-like in nature, with products prices depend on products’ demand compared to supply. There is seasonality in terms of both demand and supply, which impacts sales volume and price. In addition, natural disaster, epidemic and changing trade tariff are also the industry’s key risks. 
Processed food (e.g. packaged and branded food), on the other hand, is much less volatile in term of product price, and higher margin can be charged. As a result, a strategy of creating value-added by expanding into packaged and branded food segment will help lower operational risk and improve returns across the value chain.   
Seasonality: 3Q is usually the strongest quarter for meat exports before slowing down at year-end.
Products price, demand and supply: 
Livestock. In 2012, the livestock market encountered the oversupply situation. As a result, prices of most livestock products, especially chicken, fell noticeably. Chicken price reached bottom in 2H12. Thai chicken prices edged up to Bt42/kg in Dec from Bt39/kg in Nov, the highest level since Jun 2011. Nevertheless, pork prices slightly weakened to Bt54/kg from Bt56/kg in Nov. On a QoQ basis, chicken price increased to Bt37.7 in 4Q12 from Bt35.7/kg in 3Q12, but pork price dropped to Bt53/kg from Bt57/kg in 3Q12. 
Aquatic Business. Shrimp price improved from Bt130/kg in Jul-12 to a range of Bt145/kg to Bt150/kg.  
Feed. The drought in the U.S resulted in a sharp rise in feedstock price (soybean, corn) in until 3Q12. In Dec-12, feed raw material prices continued to decline in Dec with corn at Bt10.25/kg, down from Bt10.5/kg in Nov, and soybean meal at Bt19/kg, down from Bt19.5 in Nov. On a QoQ basis, corn price declined to Bt10.3/kg in 4Q12 from Bt11.4/kg in 3Q12 and soybean meal price dropped to Bt19.75/kg in 4Q12, from its high of nearly Bt21/kg in 3Q12.
Figure 8: Selected agricultural product price 
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Source: CPF, MoC, Phatra Securities
Trade tariff: Exporting to Asian countries depend on trade tariff in each country, while exporting to EU is subjected to GSP tariff privileges. The EU extended the deadline for the tax privileges for the Thai shrimp exporters to the EU until 31 December 2013. If Thailand does not get an extension of the tax privileges, the import duty on frozen shrimp will rise to 12%, from the current rate of 4.2%, while the rate for processed shrimp will rise to 20% from the current rate of 7%. Should these higher import duty rates in effect, Thai shrimp exporters to EU will be significantly affected. However, shrimp export to EU accounts for 15% of total shrimp export, while the top shrimp exporter country is the U.S (45%), followed by Japan (20%) and EU. Shrimp export to the U.S is subjected to anti‐dumping rate. The anti-dumping rate for shrimp exports to the US is 1.48%, which is higher than the rate paid by exporters in Vietnam (1.03% of import value), but lower than the rate paid by the Indian exporters (2.51%). However, Thai shrimp establish market presence and a reputation of high product quality in the U.S market. 
(Stage of the industry and competitive structure. What is the current industry life cycle? How the growth looks like? Competitive structure. market positioning of the company / threats of new entrants / substitute products; Supply chain analysis (source of raw materials, markets for products).)
Stage of the industry and competitive structure: 
Livestock. Livestock industry is in a mature stage. Sales growth is in a range of 5-8% on an average. Sales volume growth is modest. According to the USDA, since 2006, demand for chicken worldwide has grown by about 4% per year. Fluctuations in sales value come from changes in products price, which is impacted by seasonality of demand and supply. There are few players that control large market share, of which CPF is the largest in the country. In feed segments, the CPF’s production share of the shrimp feed market is greater than 50%, and its market share for animal feed is approximately 40%. In the Thai poultry and swine industry, CPF’s market shares are 20%‐30% of domestic production. The other big players in the poultry and swine industry are Betagro, GFPT, Saha farm. In aquatic business, big players are CPF and TUF. Apart from domestic players, competitions come from other Asian countries, such as Vietnam, India, and Indonesia. However, the big players are able to maintain their market share due to their solid supply chains and low cost structure, which has created a barrier to entry.    
Processed food (e.g. packaged and branded food). Processed food industry is in a growth stage, supporting by changing consumer behavior toward convenience and consuming more ready to eat food. Technology allows productions of long-life ready to eat foods, which are less volatile in product price, and have higher margin. Sales growth is currently above 10% and there are large upsides for sales growth. Despite lots of firms decide to expand their product lines to produce these valued-add foods, margin and profitability remains good due to the large rooms for growth in the industry. The firms that can secure raw materials and build brand are expected to enjoy both the demand growth as well as gaining market share.             

Figure 1: Market share of poultry exporter 
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Figure 2: Market share of shrimp exporter
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