Market Update — Q2 2023

Chinese tariff trade policy
« The Executive and Legislative branches of the United States Government are divided on the Chinese tariff trade policy.

* Pricing for Davana Oil will continue to be high during the 2023 season

«  Weather conditions have affected the harvest.

e China cuts interest rates

« Chinese exports continue to decrease.

» Consumer Price Index drops

« US inferest rate increases are slowing down and are predicted to rise again by the end of the year.

* Price of Clove Oil should remain stable
» Cost of producing Clove Oil has increased, but a higher yield will offset that to keep pricing stable.

« US inflation rates slow

* In June inflation rates dropped substantially. This could indicate that the Federal Government may ease interest rate increases.
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Summary — The Executive and Legislative branches of the United States Government are divided on the Chinese
tariff trade policy.

 Detail

0 The White House (Executive Branch) continues to put
Chinese tariffs at the forefront of the trade policy while
congress (Legislative Branch) continues to push appeals to
reverse the trade policy.

* Purchasing Comments

o It appears that the current trade policy will remain in place
until the next presidential elections.
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Davana Qil price will remain high in 2023 °

Summary -The 2023 Davana crop has suffered because of poor growing conditions; this will create
upward price pressure.

* Detail

0o Unfavorable weather conditions affected the first round
of cropping in 2023.

0 During the replant, the seedlings struggled due to
bacterial wilt and climate conditions.

o Davanone content of the crop will be inconsistent and
herbage quantity will be low.

* Purchasing Comments

o Demand continues to be high due to shortage of 2022
crop. Price is not expected to change in 2023.
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China cuts interest rates
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Summary - China unexpectedly cuts their interest rates as the economic recovery loses steam.

* Detail

0 Chinese exports continued to fall in May by 7.5%.
This drop was greater than expected.

o Deflationary risks are hanging over the economy as
producer price index fell 4.6% in May.

0 Deflation is a risk in China; consumer and producer
prices are falling.

* Purchasing Comments

0 Material pricing and quality is a concern in China.
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Summary - The US saw a recent drop in the Consumer Price Index and interest rates are predicted to increase by the

end of 2023.

* Detail

0 Recent US Consumer Price Index fell from 4.9% in
April |'O 4% in MGY. ( — Core CPI

— 10-Year average

o This is attributed to a drop in energy prices as well
as a slowdown in food price hikes.

o The federal reserve wants inflation to settle at 2%
year over year.

0 Interest rate increases are slowing down but the
federal reserve is expected to increase rates by at
least another .25% by the end of the year
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° P U rC h a Si n g C O m m e n l,s Source: Bureau of Labor Statistics. Data as of June 13, 2023.

0 Increases in interest rates will continue to cool the
economy and cause conservative spending habits.
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Summary — Cost of producing Clove Oil has increased, but a higher yield will offset that, keeping pricing stable.

* Detail

0 The Clove season is over and there is sufficient
crop available on the market.

0 Due to heavy rains, the clove drying process
(utilizing sunlight) has been affected and farmers
are machine drying when needed. This increases
the manufacturing costs.

* Purchasing Comments

o This season’s yield is higher compared to last
season so the price of raw material should remain
stable.
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Summary - In June inflation rates dropped substantially. This could indicate that the Federal Government may ease
interest rate increases.

* Detail 10%

0 InJune the inflation rate was at 3%, as compared Inflation
to a peak of 9% last summer.

Year-over-year change in the

0 Price increases for other goods and services are 5 Consumer Price Index
also slowing. [i.e., car prices, rent and housing,
gas) 4

+3.0%
® in June

* Purchasing Comments

o If the economy cools without a recession, this "
could improve consumer confidence and N
encourage businesses to restore inventory to 2
normal levels. 105 10 15 20

Source: The New York Times
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