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Introduction

In his March 9, 2008 front page New York Tineticle, David Streitfeld writes:

“Everywhere, the cost of food is rising sharpWhether the world is in for a long
period of continued increases has become one ahtis urgent issues in economics.
Many factors are contributing to the rise, butbiggest is runaway demand. In recent
years, the world’s developing countries have beewimg about 7% a year, an
unusually rapid rate by historical standards.”

“The high growth rate means hundreds of millionp@bple are, for the first time,
getting access to the basics of life, includingetidy diet. That jump in demand is
helping to drive up the prices of agricultural cootities.”

“Rising food prices in the United States are alyelaelping to fuel inflation reminiscent
of the 1970s.”

The international honey market has entered a sthggh many may describe as “crazy.” Prices
are soaring weekly as a result of an internatishaltage of honey and the absence of Chinese
honey from both the U.S. market and possibly oth@jor consuming countries.

In the March issue of the American Beekeepers dburstated that macro-economic factors
were affecting prices for the majority of commoelti including honey. Those factors are the
plunge in the value of the U.S. dollar, and soagriges for petroleum. Since that time: 1) the
U.S. dollar has suffered a further collapse in gaklative to the euro which has now appreciated
since its inception by over 200%; 2) an incraag@e price of petroleum to a historic record,
approaching $110/barrel and 3) the decision byrtaeral Reserve, hoping to avoid a recession,
to sharply and continuously reduce interest rateishy in turn, further weakens the U.S. dollar.
The U.S. economy is haunted by national deficitsthe specter of simultaneous recessionary
and inflationary pressures.

In addition, macro-global weather patterns haveideghpredictable and shifting patterns of
agricultural production. Within this context, hgrnarices have escalated well beyond the
industry’s expectations.

The U.S.

The 2007 U.S. honey crop was only 148 million pajridr below normal for the fifth
consecutive year. That was largely due to drougtite southwest where California suffered
both its worst drought in a century and enormoud firies that extensively destroyed tens of
thousands of acres of wild sage plants and buckiwhiége colony collapse disorder
compounded problems for American beekeepers in.2007



While it is too early to tell, weather conditiomsrespect to rain and snow cover are harbingers
of much better prospects for a return to a gooB200erican honey crop. A good crop this
summer is essential to stabilize honey prices.

Very importantly, the carryover of U.S.A. honey lie®n depleted. America’s largest honey
producers, some of whom had held prior crops, @hg dommitted at prices which steadily rose
month by month as the real situation in respebith macro-economic conditions and specific
supply/demand relations became clear to both Amenpackers and producers.

While weather conditions in California are betteairt a year ago, problems with mites and
Colony Collapse Disorder have resulted in many bepé&rs putting in the almond groves only
30% to 50% of the bee hives compared to a year ago.

Canada

In late January, Dr. Ron Fessenden and | spokeannual Meeting of the Honey Council of
Canada which was held in Alberta. Earlier, | sptikthe Ontario Beekeepers Association about
the International Honey Market and the work of iternational Honey and Health Committee.

After the bumper 2006 Canadian honey crop, the 200F was 70% of a normal crop. Prices
have been steadily rising in Canada. Canadiandapeks, it is worth noting, are obtaining
significantly more income from pollination fees fwanola, cranberry and blueberry crops; all of
these crops are increasing as a response to wamdmtl for grains, oil seeds and antioxidant
rich foods. Currently, the demand in the U.S.A.@anadian honey has greatly increased due to
the absence of Argentine honey.

Current prices for Canadian honey are in the rafi@i.25-$1.30/Ib. FOB beekeeper. While
there have been reports of Chinese honey rejati€dnada, those reports, we believe, are
exaggerated.

One important development in the North Americandyomarket is the recent purchase of Billy
Bee Honey Products, Canada’s largest honey paokéricCormick Company. This purchase
promises to have a large and long term impact gipemNorth American honey market. Many
take this purchase as a good omen for the entitestry since it manifests the fact that a
company of the size, financial strength, markeérgertise, sophisticated scientific staff and
strong presence in both the retail and industréalds is interested to participate in the honey
industry. We believe interest in honey is growingart because of the positive implications for
the honey trade of modern scientific research ascbueries that Honey and Health Committee
is encouraging and promulgating.

Argentina and South America

The 2007/2008 Argentine honey crop is now estimateg&D,000 metric tons plus or minus 10%.
Argentina had a very dry spring followed by a selyecold winter. Beekeepers were busy
restoring their bees as Argentina’s spring sehih\weere not concentrating on honey production.
The first extraction was late and a disaster, winek not ameliorated by a carryover, since the
2006/2007 crop was only about 70,000 metric tagpsasenting a reduction from the 2005/2006



bumper crop of about 110,000 metric tons. The ey first extraction not only reduced total
production, but caused a sharp decline in whiteeipimcluding clover and alfalfa honeys.

As a result of favorable rains, the second Argenéixtraction was greatly improved over the
first extraction but the honey produced was predately extra light amber tinged with yellow
undertones since much of this honey was from swueits.

The short 2007 honey crops in Eastern Europe lefbfiean packers in urgent need to replenish
their stocks as they anxiously waited for Argersrdelayed crop. The strength of the Euro
which was reaching and then exceeding US$1.50 twa gut European packers in a sharply
advantageous position relative to U.S. importeds@ackers, who had to buy and sell in a weak
U.S. Dollar. If Argentina sold honey FOB — Buerfdges at USD3,050/MT, that meant a
purchase price for European buyers of 2,000 Euro/MT

As a result, Argentina’s honey went to Europe weitity 1% from old contracts being shipped to
the U.S.A. The duty paid, ex-dock prices of qydiibney delivered to European ports from
Argentine honey, whether industrial grade or bodtlgrade, reached about $1.75/Ib. Even
though European packers are naturally unhappysuth levels, they are purchasing quality
Argentine honey to meet their urgent needs.

Argentine beekeepers with a short crop in handithedrrently fetching very high prices are
offering honey in very small increments hopingtfeese further price increases. Some
Argentine exporters who earlier sold speculativaly in serious financial difficulty as they are
paying beekeepers much higher prices than theagedlices of old contracts they have been
struggling to fulfill or compelled to cancel. Mang are either tight or negative for Argentine
honey exporters.

A recent report that Japan has banned Chinese himeityding the popular Chinese white acacia
honey, has intensified the international scramblignd white honey, especially from South
America.

Uruguay has also suffered a reduction to 50% adrenal crop. Chilean and Uruguayan honeys
are obtaining C&F prices in the range of USD1.388D1.50/1b.

Brazil is becoming a more important player in therlek honey market. Currently Brazil
produces about 40,000MT, half of which is consutoedlly and the other half exported.
Because of currency considerations, Europe is \deagethe natural market for conventional
Brazilian honey. America and Europe will competepar for Brazilian organic honey.

Normally Brazil's honey crop is more or less 50¢htiamber, 30% extra light amber and only
20% white honey. In this respect, as well as figuofiles, Brazilian honey is the polar opposite
of Argentine honey

Brazil has received official word that the Europeammission will re-open its market to
imports of Brazilian conventional and organic han@¥ye strong Euro plus the fact that in some
European nations 20% of the food is organic hasenkagope the preferred destination for
Brazilian honey. Conventional Brazilian Light Amb®ney is being sold forward to Europe in
very large quantities at around USD1.45/Ib., orgd&8razilian Light Amber has fetched around
$1.50/Ib. and organic White Brazilian honey is oM&D1.60/Ib. Brazil anticipated and is



obtaining price increases of 30%-40% with the reropg of the European market. The
conditions are expected to persist and intensifgast until the summer of 2008 when European
honey crops will commence. It is an unprecedeste@tion. Brazilian offers are becoming
more difficult to obtain.

China

South, eastern and central China have sufferebdgheiest snow and coldest weather of the past
6 decades. Transportation, electricity and hea¢absent in many places for over 15
consecutive days. This severe cold spell, as nbtedfghanistan and the central highlands of
Vietham. Although there was concern about the chpa Chinese bees, most Chinese
beekeepers have a very small number of hives wthehbrought into enclosures, homes, farms,
etc. There are no reports of unusual losses ofihe@kina as China’s spring crop begins in the
southwest.

But more significantly, inflation has grown sharptyChina during recent months, including
rising prices for food. Our government still suffe huge trade deficit with China and continues
to put great pressure on China to strengthen thuee\d the Chinese currency. China’s currency
has already appreciated 10% relative to the USaDald further appreciations are forecast. The
cost of production of Chinese honey in U.S. ddkams has undoubtedly sharply increased
given the serious inflation.

Most importantly, the closing of the bonding looghthrough an Act of Congress, coupled with
the increased antidumping rates on Chinese honayrxs, has virtually eliminated Chinese
honey from legally entering the U.S.A. market.

Issues of quality control and safety of Chinesestipet food, medicines, toys, dental implants,
seafood, etc., abound in the international pré€3sna’s failures in quality control reflect both
corruption and the miniaturized scale of agric@tyroduction in China that has given rise to a
class of “peddlers” and “collectors” who collecettiny lots that the small “family farms” can
produce.

The collectors or peddlers do not have the capéaitguality control and often have the
incentive to adulterate products. Many people atorecognize how small the farms in China
became after introduction of “family farms” avenagil acre per family. China’s former
Premier Zhu Rong Ju, during a visit to the U.Sodmmented on the stark contrast between
China’s miniaturized family farms and the North Amoan scale of agricultural production.

Recently, multi million dollar fines were levied Australia against companies that brought in
Chinese honey via Singapore for re-export to tif& Al.as “Australian honey.” Countries used
for transshipment are suspected to include Indan&talaysia, Thailand, India and Australia.
The penalties in the U.S.A. for deliberate Custérasd are not civil, but criminal.

The current upward price tendencies coupled wighalisence of Chinese honey from the U.S.
market reveal the depressing effect that Chineseybas had on the U.S. honey market during
recent years.



Vietnam

Our colleague, Barbara Sheehan, has just returnadVYietnam where she addressed 80 leading
members of the Viethamese honey industry includome scientists. The conference was held
at a university and lasted about 8 hours during:tvbioth trends in the international honey
market and the exciting initiative on honey andltheaere discussed in detail. The Viethamese
are interested to participate in the honey andthéaltiative which promises to contribute to a
positive transformation of the industry, providéere will be adequate supply and high quality
honey available to meet the anticipated growthemand that will result from creative

marketing of this marvelous natural product whigla¢quiring a health message based upon
modern science.

Viethamese honey exporters are reluctant to offdraae doing so month by montlWietnam,

like China and Afghanistan, was hit by severe @olBebruary which harmed the crop in the
Central Highlands. Vietnamese beekeepers areedoathout weakened bees and a weakening
U.S. Dollar. Prices for Vietnamese light amberdyphave been rising over the past 2 months
and are currently in the high 90’s with potent@ further escalation.

Conclusion

We all know how hard it is to increase prices fomenodities. But this month petroleum
reached $109/barrel and gold $995. Many packewsraklize that when prices are firm: 1) all
segments of an industry benefit; 2) profits forkeas increase and; 3) consumer perception of
value increases. The latter is an important aradeggic fact that our industry needs to better
understand.

The macro-economic factors described above areetgimg to create a soaring international
honey market and within the U.S.A. the dual phentara stagnation and inflation. The facts
that we are in a global economy and our domesteh@roduction is significantly below
consumption are contributing to a sharp and susthiimcrease in the price of honey. Within this
context the high quality of American and Canadiandy and their attractive prices make North
American honey the best values in the market.

The general thrust of the honey market for at ldasnhext 3 or 4 months is concern about
availability and adequacy of supply rather thaigrBut just as low prices discourage
production, which leads to increases in pricedh lpigces stimulate production which tends to
reduce prices. Hopefully, a greater equilibriunhweeen supply and demand will develop during
the second half of 2008.



