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3 economic issues

1 Battle against inflation isn’t over
Markets still searching for a plateau when it comes to borrowing costs



Demand outweighing supply




s it possible for inflation to trend towards 3% in the short-term?
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s it possible for inflation to trend towards 3% in the short-term?

Percent YoY Inflation with trend
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Inflation — moving in the right direction but volatile

CPI, YoY % change
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s it possible for inflation to trend towards 3% in the short-term?

CPI, YoY % change
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China, U.S.
& Europe
stand out

for different
reasons

ECONOMIC
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Interest rates to plateau...

but don’t expect relief anytime soon
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Economic prospects - Future recession or soft landing?

Percent GoC bond rates
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Rates had been low for a long time

percent CMHC mortgage rate, 5-year term
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Economic growth slowing sooner than anticipated

anadian GDP, quarter-over-quarter % annualized change Contributions to GDP - Q4
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3 major economic themes

1 Battle against inflation isn’t over
Markets still searching for a plateau when it comes to borrowing costs

Where is food & beverage inflation coming from?

Labour, supply chain challenges, weather and shifting consumers
preferences



Canadian population growth has accelerated due to immigration

population on July 1st versus same day of previous year (% change)
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Alcohol inflation pressures are very broad

YoY percent change July 2023 W 2023 - British Columbia  ® 2023 - Canada
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Alcohol prices up dramatically

Aggregage inflation Alcoholic beverages, including wine, inflation in BC - past 4 years
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Economic troubles on the horizon — Labour is the wildcard?

percent Unemployment rate
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Economic troubles on the horizon — Labour is the wildcard?

YoY percent change Labour force growth rates
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Job vacancies trending lower

Percent Job vacancies as a percent of unemployed persons 15 and over (unadjusted)
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Wage growth is still strong — demand for labour

YoY % change Wage growth
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3 major economic themes

1 Battle against inflation isn’t over
Markets still searching for a plateau when it comes to borrowing costs

Where is food & beverage inflation coming from?

Labour, supply chain challenges, weather and shifting consumers
preferences

3 Opportunities and risks in the industry

Realigning supply with demand while profitability is pressured



Weaker consumer demand, lower
commodity prices & cost pressures
has led to reduced margins



€he New Nork Times

F'ven a Little Alcohol Can Harm

NEWS & EvenTs

EVENTS ~
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Your Health o

JOURNAL TS
Recent research makes it clear that any amount of drinking can
be detrimental. Here’s why you may want to cut down on your

consumption beyond Dry January.

The Sudnep Morning Herald

Cancer warnings could be coming to wine bottle and
beer can labels




People like their imported wine and spirits

Domestic share of sales volumes (2022)
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Consumer preferences are changing

% of total volume Consumption of alcohol trends
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Recall - Canadian population growth has accelerated due to

Immigration

population on July 1st versus same day of previous year (% change)
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Consumers drinking less, wine holding steady

consumption per capita Per capita alcohol and wine consumption (>= 18 yrs old)
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Wineries sales have taken a big hit
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While costs increases aren't easing

Index, 2010 = 100

Raw material cost index
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Labour will be ongoing challenge

Index, 2010 = 100 Labour cost index
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Outlook depends on sector

Costs / Sales Costs as a ratio of sales
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Borrowing strategies

Timing & Interest

Structure RateS
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Farmland Values



Farmland values - 2022

Cultivated Land
British Columbia farmland regions

% change Value $/acre* WValue range**
o Peace-Northern 6.6% $2,200 $1,000 - $4,600
e Cariboo-Chilcotin 11.1% 54,100 $2,300 - 59,400
o e Vancouver Island 0.0% £63,800 $28,000 -$115,100
@) South Coast 3.2% $139,000 $93,800 - $250,000
9 Thompson-Nicola N/A N/A
@ oOkanagan 14.3% $34,000 $15,900 - $95,800
€ Kootenay 33.6% $22,400 $5,000 - $31,600
Y ° # Thompson-Nicola (irrigated) 8.3% $20,100 $9,000 - $40,000
$0— $2.000 *FCC reference value $/acre.

**The value range represents 90% of the sales in each
55,000 area and excludes the top and bottom 5%.

A

Victoria




BC land values stagnhant for first half of 2023

AVERAGE % CHANGE AVERAGE % CHANGE AVERAGE % CHANGE

JAN 2023 - JUNE 2023 JULY 2022 - JUNE 2023 JAN 2022 - DEC 2022
PROVINCES (6 MONTHS) (12 MONTHS) (12 MONTHS)
B.C. 0.0 1.8 8.0
Alta. 3.0 6.0 10.0
sask. 11.4 17.0 14.2
Man. 6.4 28 1.2
Ont. 6.9 108 19.4
Que. 10.6 11.3 11.0
N.B. N/A NSA 17.1
N.S. N/A NIA 11.6
PE.I N/A NIA 18.7
M.L. N/A NSA N/A
Canada 1.7 12.2 12.8

Source: FCC calculations



Farmland area on the decline
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FCC Focd and Beverage Newsl... 0ct25
To You

FCC FOOD AND
BEVERAGE NEWSLETTER

Food and beverage industry processors
need to find opportunities to reduce
logistics costs — here are some to
consider.

Read time: 4 min

WANT MORE
FCC ECONOMICS?

Y 74

Subscribe to our Food and Beverage
Newsletter for bi-weekly insights
and expertise — direct to your inbox.

fcc.ca/Newsletter




~ZJc Dream. Grow. Thrive.
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