China Market Report

Draft 2 Based on Survey Results



Agricultural Product Trends

 In 2024, China’s agricultural production is expected to continue improving, with total grain output projected to
reach 1.405 trillion jin. The expansion of soybean and oilseed cultivation will remain strong, while the production of
cotton, sugar, and fruit is expected to stay stable with positive trends. Livestock and aquatic product supplies will
remain steady, with minor adjustments in pig production capacity. Net pork imports are expected to remain around
1.5 million tons.

»  Corn: Since the beginning of this year’s corn planting season, weather conditions across major production areas
have been generally favorable. Although unexpected floods and other disasters have occurred more frequently, their
overall impact has been limited, supporting corn growth and harvest. In the domestic market, the new corn crop is
gradually entering the market, with feed consumption steadily increasing. The operating rate of corn deep-processing
facilities remains high, and the corn market is generally stable. In the international market, global corn production is
expected to remain abundant, with a relatively loose supply-demand balance. International corn prices are projected

to fluctuate at low levels.



Agricultural Product Trends

*  The 2024/25 supply and demand forecast for China’s soybeans remains consistent with last month’s
projections. Soil moisture conditions in the major production areas of Northeast China are favorable, and
soybeans have gradually entered the pod-filling stage, with a good harvest expected this year. In the United
States, the new soybean crop is likely to reach a historic high. As the Northern Hemisphere approaches the peak
harvest season, the global soybean supply situation is expected to remain abundant.

«  Cotton: The 2023/24 cotton market year has ended, with the average domestic price for 3128B-grade
cotton at 16,692 yuan per ton and the Cotlook A Index averaging 91 cents per pound, both within the estimated
range. This month, the import volume for the 2023/24 period was raised by 200,000 tons to 3.2 million tons, and
the year-end stock was increased to 8.24 million tons, primarily due to the price difference between domestic

and international markets, leading to higher-than-expected cotton imports.



Agricultural Product Trends

«  Edible Vegetable Oil:For the 2024/25 period, due to increased cotton production, China’s edible vegetable oil
output has been adjusted to 30.05 million tons, 20,000 tons higher than last month’s forecast. Recently, the new peanut
crop has begun entering the market, with favorable weather conditions in major production areas supporting harvest
and drying. No adjustments have been made to peanut production this month.

» Sugar: The 2023/24 sugar production season is nearing its end. As of the end of August, cumulative sugar sales
across the country reached 8.86 million tons, a year-on-year increase of 9.6%. The cumulative sales rate is 88.9%,
which represents a slowdown of 1.2 percentage points compared to the previous year. In major sugarcane-producing
regions such as Guangxi, Guangdong, and Hainan, local sugarcane was affected by Typhoon "Yagi," leading to lodging
and breakage in some areas. Recent rainfall in Inner Mongolia's main beet-producing regions has been unfavorable for
sugar accumulation, and the specific extent of the impact needs to be monitored and assessed. As the new and old
production years transition, there is a continuous reduction in old sugar stocks, with market purchases mainly driven by
essential demand, resulting in weak fluctuations in sugar prices. On the international front, it is expected that sugar
production in Brazil's central-southern region will decline due to drought conditions. Additionally, India has lifted
restrictions on sugarcane ethanol production and plans to extend the sugar export ban, which will provide some support

for international sugar prices.



Agricultural Product Trends

* In the next ten years, China’s comprehensive grain production capacity is expected to steadily
Increase, with planting area remaining relatively stable and industrial structure continuously
optimizing. The ability to ensure grain supply will continue to improve. It is projected that grain
yield will steadily increase, reaching 429 kilograms per mu (6,438 kilograms per hectare) by 2033,
with an average annual growth of 1.0%. Grain production is expected to grow steadily, reaching
766 million tons, with an average annual growth of 1.1%. Grain consumption will experience rigid
growth but at a slower rate, with increased industrial consumption being the main driver for the rise
In grain consumption. Grain consumption is expected to reach 840 million tons by 2033, with an
average annual growth of 0.3%. The supply and demand for grain will remain in tight balance in
the long term, but the pressure for balance between production and demand will ease, with the
grain self-sufficiency rate increasing to 91.5%. The scale of grain trade will remain high, but the
total volume will decline. Appropriately utilizing international grain sources to fill gaps in the
production and demand of scarce varieties and improving the variety structure will continue to play
an important role. It is projected that grain imports will reach 110 million tons by 2033, with an
average annual decrease of 3.5%.



Agricultural Product Trends

«  Over the next decade, the planting area for rice will remain stable with a slight decline, while the
yield per unit area will gradually increase to 505 kilograms per mu (7,575 kilograms per hectare).
Production will stabilize above 210 million tons, ensuring absolute security of staple food supply. Rice
consumption will slightly decline, with projections of 206.24 million tons by 2033, reflecting an average
annual decrease of 0.2%. Among these, staple food consumption of rice is expected to decline steadily due
to factors such as upgrading of consumption patterns, accelerated population aging, and a shrinking total
population. By 2033, staple rice consumption is forecast to be 151.8 million tons, with an average annual
decline of 0.3%. The domestic rice industry will accelerate its shift towards high-quality, branded, and
specialized development, continuously improving its capacity for effective market supply. This will exert a
crowding-out effect on foreign premium rice markets. Compared to the base period, rice imports are

expected to decline, reaching approximately 3 million tons by the end of the projection period.



Agricultural Product Trends

 Over the next decade, the wheat planting area will remain stable at around 350
million mu (23.33 million hectares). With increased yield per unit area, wheat
production will grow steadily, reaching 146.26 million tons by 2033, with an
average annual growth of 0.6%. During the forecast period, China’s food
Industry Is expected to accelerate, driving strong industrial demand for wheat.
However, as the price ratio between wheat and corn returns to normal, wheat
used for feed will decline significantly. Consequently, total wheat consumption
IS expected to decrease from its current high, reaching 141.35 million tons by
2033, with an average annual decline of 0.4%. As the production capacity for
high-quality, specialized wheat continues to increase, wheat imports are
projected to decline from their current high levels, with imports expected to
reach 4.85 million tons by 2033.



Agricultural Product Trends

* Over the next decade, the corn planting area will remain stable, projected to
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Agricultural Product Trends

«  Over the next decade, driven by the national soybean and oilseed production capacity enhancement
Initiatives, soybean yields will significantly improve, and production will steadily increase. By 2033, the
soybean planting area is expected to expand to 184.47 million mu (12.3 million hectares), with yield rising
to 193 kilograms per mu (2,901 kilograms per hectare) and total production reaching 35.68 million tons.
These figures represent average annual growth rates of 2.4%, 3.9%, and 6.4%, respectively. With
Increased edible consumption of soybeans and sustained high demand for feed, total soybean consumption
IS expected to grow slightly, reaching 113.29 million tons by 2033, with an average annual increase of
0.3%. As domestic soybean production capacity continues to rise, the self-sufficiency rate will gradually
Improve. Imports are expected to decline from current high levels, with the self-sufficiency rate surpassing
30% by the end of the forecast period, and imports dropping to 78.69 million tons, with an average annual
decline of 1.9%.



Agricultural Product Trends

 Over the next decade, the cotton planting area will decrease slightly. With the
Implementation of the *National Action Plan for Yield Improvement of Major
Crops such as Grains and Oilseeds (2023-2030)* and the full enforcement of
Xinjlang’s cotton target price subsidies linked to quality, cotton yields will
steadily increase, and quality will continue to improve. By 2033, cotton
production is expected to reach 5.84 million tons, with an average annual
growth of 0.1%. China will remain the world's Iargest cotton consumer, but
Increasing global trade protectionism and the substitution of non-cotton fibers
will lead to a decline in cotton consumption. By 2033, cotton consumption Is
projected to drop to 7.35 million tons, with an average annual decline of 0.5%.
Cotton imports will also decrease, with high-grade cotton remaining the focus
of imports. By 2033, imports are expected to fall to 1.6 million tons, with an
average annual decline of 2.2%.



Agricultural Product Trends

 Over the next decade, supported by policies such as subsidies for improved seeds,
advanced farming technigues, and mechanization, the planting area for sugar crops
will stabilize, and yield per unit area will increase steadily. By 2033, sugar
production is expected to reach 11.54 million tons, with an average annual growth
of 1.7%. Due to factors such as accelerated population aging, changes in dietary
patterns, and increased consumption of sugar substitutes, China's sugar
consumption will grow slowly, with total consumption projected to reach 16.44
million tons by 2033, with an average annual growth of 0.6%. As sugar
consumption continues to rise, the domestic supply will remain insufficient to
meet demand, resulting in a gradual increase in sugar imports. By 2033, sugar
Imports are expected to reach 5.92 million tons, with an average annual growth of
1.3%.



Forecast for China’s Tractor Market

The probability of a sharp decline in the medium- and large-sized tractor market this year is relatively low.
This assessment is based on the following factors:

1. Favorable Conditions Supporting Market Stability: The significant decline in the medium- and large-
sized tractor market in 2023 has created a "low base," setting a relatively low threshold for year-over-year
comparison.

2. Recovery After Decline as a Market Pattern: From the large and medium-sized tractor market trends in
recent years the characteristics of the market, the recovery after the plunge and the rebound has become
the market almost difficult to change the law.

3. Strong Demand for Replacement: Although the market has matured, the demand for equipment
upgrades remains a powerful driver, especially with the growing trend toward larger and more advanced
models. This year, policies promoting trade-ins and equipment renewal are expected to further boost
replacement demand, becoming a key stabilizing force.

4. Policy Support: The allocation of 24.6 billion RMB in agricultural machinery subsidies provides strong
backing for the medium- and large-sized tractor market.

5. Impact of Emission Standard Upgrades: Although the transition from China Stage Il to Stage IV
emission standards will continue to affect the market, the disruptive impact has largely dissipated after
last year’s adjustment period, reducing its ability to alter market trends significantly.

These factors suggest that the market for medium- and large-sized tractors will remain stable this year,
with a low likelihood of repeating the sharp decline seen in the previous year.



Forecast for China’s Tractor Market

e Similar to the Low Probability of a Sharp Decline, a Significant Market Surge is Also
Unlikely.

* In 2024, the medium- and large-sized tractor market faces strong negative factors and
heavy downward pressure. From the macro-environmental factors, Low grain prices,
declining purchasing power, and diminishing marginal returns on investments are
compounding unfavorable conditions, creating a harsh market environment this year.
From the subsidy policy, although this year’s subsidy funding has reached its highest level
since 2004, many regions have fallen into a cycle of “borrowing from the future,” which
has weakened the subsidies' impact on driving market demand. Furthermore, the trend
of decreasing subsidy amounts per machine over recent years, combined with weakened
purchasing power, has further exacerbated the difficulties facing the market.



Forecast for China’s Tractor Market

From the perspective of internal drivers, the medium- and large-sized tractor market, constrained by the following
factors, has experienced these conditions for years: First, insufficient rigid demand. The demand is not strong enough to
drive significant growth. Second, prolonged impact of emission standard upgrades. Historical experience shows that
each emission upgrade affects the market for more than two years. Although the transition from China Stage 111 to Stage
IV standards has had a diminished impact this year, it has not been fully mitigated. Third, diminishing marginal returns
on operations. Declining returns have undermined investment confidence, leading to several key outcomes: On the
consumer side, one is lengthened equipment renewal cycles, the second is a shift in market demand towards smaller,
low-end machinery. On the sales side, dealers are controlling inventory and resisting excessive stock from
manufacturers. On the manufacturing side, there is a slowdown or temporary halt in the expansion of production

capacity.
Based on this analysis, we predict that the medium- and large-sized tractor market will likely experience moderate
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Forecast of China's Agricultural Machinery Exports

After experiencing a slight decline last year, agricultural machinery exports are expected to show modest growth this
year. The main reasons are: 1. New Market Demand: The Belt and Road Initiative has become a significant driver of
agricultural machinery exports. 2. Recovery Potential: Last year's decline has created momentum for growth this year. 3.
Regional Recovery: Key export regions such as ASEAN are expected to rebound after last year’ s downturn. 4. Enhanced
International Competitiveness: China’ s agricultural machinery has improved in core competitiveness, with a growing
trend toward exporting larger equipment, further boosting exports.

However, several uncertainties also challenge exports. 1.Deteriorating Global Trade Environment: The worsening
trade policies and rising risks in foreign trade present challenges. 2. Currency Depreciation and Exchange Rate
Fluctuations: Emerging markets are seeing volatile exchange rates, adding difficulty. 3. Rising Export Costs: Rapidly
increasing costs further complicate the export landscape.

These mixed factors suggest that while the export market is unlikely to decline, a sharp increase is also not expected.
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Forecast for Other Equipment

Agricultural Machinery Market Forecast for 2024
mTillage Equipment: Decrease of 2-5% year-on-year

B Combine Harvesters: Increase of 10-12% year-on-year
B Rice Transplanters: Increase of 10% year-on-year

mPlant Protection Equipment: Increase of 5-10% year-on-
year



Factors Influencing the Agricultural Machinery Market
in 2024

The market environment's impact on the year-round market trends.

The strong resilience of China’s economy has been tested and proven through various "stress tests." Although
the external environment remains complex and challenging, with new difficulties emerging, an analysis of
both the external ecological environment and internal dynamics of the agricultural machinery market reveals
several favorable factors for this year's market.

First, favorable policies provide clear signals. This year, the agricultural machinery market continues to
benefit from a supportive policy environment. The "No. 1 Central Document" reiterates the focus on
strengthening agriculture, including the implementation of projects to increase crop yields and the integrated
promotion of quality farmland, seeds, machinery, and techniques. Additional subsidies are provided for
sugarcane seedlings and mechanized harvesting. The government is also advancing efforts to address
equipment gaps, refining the subsidy policies for agricultural machinery purchases and applications, and
establishing a "green channel™ for certifying urgently needed equipment. Policies aimed at reducing grain
harvesting losses and promoting bulk grain transport and new storage equipment further lay a solid foundation
for the healthy development of the agricultural machinery market. Over the years, subsidies for agricultural
machinery, conservation tillage policies, and agricultural subsidies have combined to create a favorable policy
environment. Notably, this year's large-scale agricultural equipment renewal and trade-in programs are
expected to serve as stabilizers, driving the steady development of the market.



Factors Influencing the Agricultural Machinery Market
in 2024

Large-scale trade-in programs empower the agricultural machinery market this
year. The fourth meeting of the Central Financial and Economic Affairs
Commission, held on February 23, 2024, emphasized the implementation of
large-scale equipment upgrades and trade-in programs for consumer goods. On
March 14, the National Development and Reform Commission (NDRC) announced
two initiatives involving agricultural machinery: large-scale scrapping and renewal,
along with trade-in programs. These measures aim to unblock bottlenecks in the
agricultural machinery industry, expand domestic demand, and play a crucial role
in revitalizing the market in 2024, offering an excellent opportunity for the sector
to rise stronger than before.



Factors Influencing the Agricultural Machinery Market
in 2024

« First of all, a new engine for market growth, driving demand. The implementation of agricultural
equipment renewal and trade-in policies encourages users, at the policy level, to purchase new
machinery. This will create additional demand in the agricultural machinery market and effectively
stimulate users' enthusiasm for acquiring new equipment.

» Second, policy-driven market growth. The State Council issued the *Action Plan for Promoting
Large-Scale Equipment Upgrades and Trade-In Programs for Consumer Goods*, explicitly calling
for increased fiscal, tax, and financial policy support to meet the differentiated needs of various
equipment and product upgrades. This initiative will not only accelerate the renewal of agricultural
machinery and stimulate market demand but also ensure smooth implementation through
supporting incentives, thereby benefiting the market.

 Third, stimulating investment in agricultural machinery remanufacturing. As the world’s largest
manufacturer and consumer of agricultural machinery, China possesses trillions of yuan worth of
equipment across various categories, including power machinery, tillage, planting, crop protection,
harvesting, straw processing, and drying equipment. This abundance of resources lays a solid
foundation for large-scale machinery upgrades and trade-in programs. It is expected to attract
Increased capital into the remanufacturing sector, ensuring the formation of a high-quality
Industrial chain for equipment renewal and trade-ins. This influx of investment will further
stimulate agricultural machinery development and inject fresh momentum into the market.



Factors Influencing the Agricultural Machinery Market
in 2024

 Fourth, promoting high-quality operations in the agricultural machinery market.
The implementation of machinery renewal and trade-in policies will accelerate the
phasing out of outdated equipment, creating more room for the development of
large-scale, high-end, and smart agricultural machinery. This will further promote
high-quality, green development in agricultural mechanization across the country.

* Fifth, driving industry upgrades. The renewal and trade-in policies require the
modernization of various production and service equipment, alongside technical
upgrades. These efforts will enhance both manufacturing and service standards in
the agricultural machinery sector, playing a crucial role in driving high-quality
Industry development.

* Additionally, the agricultural machinery market remains resilient, with internal
momentum continuing to provide critical support for this year's market
performance.



Factors Influencing the Agricultural Machinery Market
in 2024

In 2024, the agricultural machinery market demonstrates robust internal momentum, providing
powerful support for steady growth. This is evident in several key aspects:

1. Growth Driven by Market Trends. Analyzing the market's inherent development patterns, recent
years have shown alternating highs and lows. This year's market builds on the sharp decline of the
previous year, creating a "low base.” This lower benchmark, in turn, sets favorable conditions for
growth in 2024.

2. New Growth Drivers Propel the Agricultural Machinery Market Forward. New growth drivers and
advantages are continuously being cultivated and expanded. On one hand, as the traditional
agricultural machinery market undergoes transformation and upgrading, new productive forces—
represented by large-scale, intelligent, and eco-friendly machinery—are becoming stronger, driving
growth in the traditional market. On the other hand, with the ongoing implementation of policies
aimed at addressing weak areas and closing gaps, small machinery, especially for hilly and
mountainous regions, is expected to thrive, further contributing to the market's recovery this year.



Factors Influencing the Agricultural Machinery Market
in 2024

3. Emerging Markets and New Entities Become Key Drivers of Market Growth This Year. On one
hand, emerging markets—represented by smart agricultural machinery and equipment for
economic crops—will play a crucial role in boosting the market. On the other hand, the rapid
development of new entities, including agricultural service organizations, family farms,
agricultural (machinery) cooperatives, specialized crop growers, and large-scale machinery users,
Is becoming a major force driving high-quality growth in the agricultural machinery market. These
entities significantly enhance purchasing power, providing strong support for the market's robust
performance this year.

4. The Rigid Demand from Imbalanced Mechanization Levels Becomes a Key Driver of Market
Growth. The fact that low-end products still hold a significant market share and certain agricultural
processes remain under-mechanized indicates that there is still substantial rigid demand in weaker
areas of the market. This demand continues to play an essential role in driving the development of
the agricultural machinery sector.



Factors Influencing the Agricultural Machinery Market
in 2024

However, the agricultural machinery market still faces several stubborn adverse factors this
year. These include increasingly prominent structural contradictions in the market, a deep
adjustment in demand structure, the transition from incremental to stock demand, and the
ongoing cultivation of new growth drivers, which results in insufficient demand momentum.
Additionally, a slowdown in growth has become the new normal. These factors indicate that
the current agricultural machinery market is unlikely to return to the golden development
period of 2004-2013. Therefore, we conclude that the fundamental characteristics of this
year's agricultural machinery market are still marked by fluctuations, albeit with relatively
small volatility.

Although this year's market environment is complex and full of uncertainties, positive
factors continue to be the dominant force driving the market. We predict that the agricultural
machinery market is likely to emerge from its low point, which is something to look forward
to!

Stable growth with modest gains is still worth anticipating.

In this intricate and variable market situation, the development process of the agricultural
machinery market may experience some setbacks, but the fundamental market conditions
still show a strong likelihood of a slight year-on-year growth.



Factors Influencing the Agricultural Machinery Market
in 2024

From the analysis of mainstream submarkets, uneven performance remains a prominent
characteristic. In terms of growth markets, there are several levels:

1. Cyclical Growth Markets: This includes the large and medium-sized tractor market, harvesters
for the three major grain crops, balers, livestock machinery, forage harvesters, and transplanting
machines. After experiencing a significant decline last year, these markets have formed a “low
point” and are expected to emerge from this trough, demonstrating cyclical growth. However,
due to weak rigid demand, the market's growth rate is relatively small.

2. Markets Supported by Rigid Demand: These markets, characterized by a lack of sensitivity to
cyclical changes, may continue to rise. This includes niche markets represented by smart
machinery (such as automatic navigation equipment), economic crops, and orchard machinery.

3. Hot Markets: These continue to exhibit strong growth momentum. The "big and small"
machines benefiting from policies are likely to maintain their growth trend with policy support.
This encompasses the market for large machinery, including large tractors and harvesters, as well
as the small machinery market in hilly and mountainous areas. In contrast, markets such as the
seeder market, tillage market, and dryer market, which experienced varying degrees of growth
last year, have formed a “high point” and may enter a phase of cyclical decline this year.



Factors Influencing the Agricultural Machinery Market
in 2024

From a regional market analysis, areas such as the Huanghuaihai region, Northeast
region, and Northwest region are expected to emerge from last year's decline and
show signs of recovery this year. The southern regional market, which has had
relatively low levels of mechanization but has been on an upward trend in recent
years, is likely to continue its growth momentum.

In terms of market competition, the core competitiveness of the current
agricultural machinery market is prominently reflected in product quality driven
by advanced technology. As the role of large, high-end, and intelligent machinery
becomes increasingly significant in competition, the concentration of the market is
expected to rise annually, particularly in mainstream markets that include tractors,
planting machinery, and harvesters.
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