The Janmai ca Li vestock Association Limted 1998

Managenent Report

THE ECONOWY

During the cal endar year 1998, the performance of the nmacro-econony was m xed. The
inflation rate at 7.6 percent was the | owest since 1982. The average exchange rate
of J$36.69 was relatively stable, declining by only 3.0% conpared with 1997. The NI R
i ncreased by US$41.5 million to US 582 million, and the wei ghted average |oan rates
fell from34.96%to 32.98% However, Gross Donestic Product in constant prices fell
by 0.7% the third decline in as many years.

The trade deficit fell by US$70.2 mllion to US$1.670 billion reflecting a US$167.2 mllion
reduction in inports, which was cushioned by the effect of a US$97.0 mllion fall in export
earnings. During the nine nonth period April to Decenber the fiscal deficit declined by 7.5%
in 1998 conpared with 1997. The total debt (external) rose in 1998 over 1997 by 8.8%to
J$246 billion.

THE LI VESTOCK SUB- SECTCR

The performance of the macro-econony had a nmainly negative effect on the |livestock industry,
however nobdest gains were nmade in this sub-sector. The index of neat and poul try production
rose by 2.8% Beef production has continued the decline which began in 1996, falling by 2%
in 1998 to 14, 254, 000 kil ograns.

The difficulties facing the beef industry include a decline in consuner demand, an increasing
share of the declining narket being supplied by cheaper inports, and rising inventories of beef
in storage.

In the face of these difficulties, discussions were held with a major fast food chain that
agreed to purchase local beef for use in their operations. In addition, |legislation wll

shortly be enacted which will enable |ocal beef to be certified for export to the European Union.
Should this initiative prove successful, the prospects for the beef industry would be inproved.

In the poultry industry, meat output grew by 6.2%in 1998 to 63, 000,000 kil ograns. However, the
viability of the industry is being threatened by the continued increase in inports of |leg quarters.
As a result, large stocks of locally produced broiler neat had to be placed in cold storage.

The dairy industry also had a difficult year. MIk production of 25 mllion litres in 1998 was

the sanme as in 1997. However, the demand for fresh nmlk has continued to decline as a result of
change in consuner preference, the availability of a cheaper substitute in the formof inported
whol e m | k powder, and alternatives in soya products. M|k producers were therefore forced to dunp
significant quantities of fresh mlk. The Dairy Farners Federati on was established during 1998 on
a recommendation fromthe Commonweal th Secretariat with a mandate to fornul ate strategi es which
will ensure the preservation and growth of the local industry as well as reduce | osses.

OPERATI NG RESULTS

The adverse econom ¢ environnment had a negative effect on the operations of the Association. The
conpany suffered a significant operating loss in 1998. Gross Qperating revenue fell by 2.8% or
$14.8 mllion to $503.9 million whilst total costs rose by 1.4%or $7.1 million to $521 million
resulting in a deficit of $17.3 mllion. The |oss per stock unit was 29.69 cents conpared with
earnings of 17.27 cents in 1997. Notw t hstanding the operating | oss, your conpany was able to
pay the usual dividend to the 712% preference shareholders fromretained profits.



COVPUTERI SATI ON

The noderni sati on of our conputer systenms to nake them Y2K conpliant has proceeded apace, and all

twel ve of our branches will be on-line by the end of 1999. The conpletion of this project wll

have the added effect of providing better managenent information which will enhance efficiency .

QUTLOCK

As your conpany antici pates the continuation of the prevailing adverse trading conditions, our efforts
will be redoubled in 1999 to reduce operating expenses, increase market share, and return to sustainable
profitability. In addition, the JLAwll also continue to play a | eadership role in advocacy in support

of the interests of the livestock sector in particular and the agricultural econony in general.
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