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GIRACT Introduction

Geneva, Switzerland

Bakery ingredients, intermediates, pre-mixes and
mixes have long been used in developed markets in
North America and in Europe. Food production in
major markets in Asia is rapidly becoming
industrialised. This change is driving a rapid increase in
demand for easy-to-use solutions and is opening up
major new markets for bakery ingredients and

intermediates.

South Korea is a bakery market that has rapidly developed and is now technologically quite advanced in adoption and
implementation of industrial baking methods including frozen technologies.

Giract, the international ingredients and technologies specialist, has successfully carried market studies of bakery
mix/improver supply and demand in North America and Europe in 2002, 2006/7 and again in 2013. In these studies,
Giract identified the market size, shape, and opportunities for bakery intermediates by drawing on in-depth interviews
with key producers and a wide range of user companies. Many major manufacturers of bakery intermediates have
subscribed to one or more of these studies.
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GIRACT Introduction

Geneva, Switzerland

Giract now applied a similar approach to determine the size and shape of the market for supply and demand of bakery
ingredients in selected Asian countries. Ingredients covered included individual components, such as enzymes or emulsifiers,

improvers, pre-mixes and complete, ready-to-use, mixes. A study of the markets for margarines and sourdough completed

the market overview.

For more information, contact

V. Krishnakumar or Kaushik Shankar
GIRACT

24, Pré Colomb, 1290 Versoix/Geneva, Switzerland
Tel: + 41 22 779 0500; Fax: + 41 22 779 0505
Email: info@giract.com; Web: www.giract.com
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GIRACT Objectives of this study

Geneva, Switzerland

Bakery Ingredients and Intermediates - A review of current and potential products, their specifications, applications

Market Study

An appreciation of "why" and "why not" concerning the key products
based on interviews with producers and retailers/food service users

An identification of the current (2015) market size by product group/sector
and forecasts of volumes and value for 2020
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GIRACT
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Subscription

This unique study examines Bakery Ingredients & intermediates market sizing supply,/demand & trends across South Korea.

SCOPE

Products

* Chocolate: RTU fillings — Choco &

Improvers: Flour correctors/imprc%
with emulsifiers, enzymes, preservatives,
etc.

Pre-mixes: Ready-to-use mixes with
part (typically 50-80%) flour addition
Mixes: Ready-to-use complete mixes
Sourdough: Ready-to use starters and
mixes

Margarines: Vegetable fats for use in
baked-goods

Enzymes: Bakery enzymes such as
alpha-amylase, glucose oxidase or lipase
Emulsifiers: Dough strengtheners and
dough softeners

Patisserie: Cake gels, Fine patisserie
mixes, Cake mixes, Custard cream
mixes, Cake improvers, RTU fillings —
Cream, Fruit, Flavoring products, Non
dairy creams, Egg wash alternatives,
Glazes, Icings & Fudges, Nut pastes,
Pralinés & Marzipan

Nuts, Compound chocolate, Real

Belgian chocolate, Real Non-Belgian
chocolate, Nuts /

Markets

* South Korea

© Giract 2016

STUDY HIGHLIGHT

Programme
Following an initial review
of Giract in-house data,
interviews with selected
key players (producers,
traders, end-users) have
been carried out in order
to derive real
understanding of the
market forces

Current: 2015
Forecast: 2020

w12

Timescale ‘,;5”'{5;
A

MULTICLIENT STUDY - Bakery Ingredients & Intermediates - 2015

WHAT DO YOU GET?

I. Electronic Copy

of report in
searchable PDF
format

2. One Printed
Copy

GIRACT

3. Report planned to
be published in
June 2016

www.giract.com
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1 INTRODUCTION Compound cnocolate
Real Balglan chocoiats
1.1 SCOPE
Real Non-Ba'glan chocolats
111 FRODUCTS
Nuts
Bakery 1.1.2. END-USE SECTORS
Improvers flour correctors/improvars  (which  often  contaln  amuisifiers, Bread: Volume and flat braads falling under soft and crusty categorias
enzymss, prazervatives, etc.). May contain flour
Pre-mixaes ready-to-usa mixaz with part (typically S0-30%) flour adetion. May orhing and i od oods. Vienso serfs and tadaoons
somstimes mot contain flour and hawve dozage as low as S5-10% {Both bread and morning/ fried goods alzo to Includs semi-finished forms)
depading on the rechs Frozen goods: Unfermenmtec frozen, prefarmentsd frozen, parbaksd frozen, Fully
Mixes reacy-to-use complate mixes baked frozen
Sourcough reacy-to use starters and mixss 1.1.3. CEOCRAPHIC
Margarines: vapetable fats for use bakec-goods Cnina, Sowth Korea
Enzymas bakery snTymas such as apha-amylass, glucozs oxlcase or lipase 1.1.4. TIMESCALE
EmuiziNers dough stremgthanars and dough softanars 2015, with foracast to 2020
Patizzerie
Caks gsls
Fing pabizzeria mixes
Caks mixes
Custard craam mixes
Caks 'mprovers
RTU Mings - craam
RTU Nllings - fruit
Flavouring products
Non dalry creams
E99 wash atarnativaes
Clazes
icings & fudges
Nut pastes, pralinés & marzipan
Chocolate
RTU NMllings choco & nuts
Bakary Ingradiants and Intarmaciatas Page 1 Bakery Ingradients and Intermaciates Paga 2
Asla - Pacific Azla - Pacific
South Korsa South Koraa

Multi-clignt raport Multi-clignt report
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2. SUMMARY

2.1. KEY TAKEAWAYS
2.1.1. HIGH DEGREE OF VERTICAL INTEGRATION AMONG INDUSTRIAL BAKERS

South Korean bakery industry is vertically integrated and the major baked goods
manufacturers own their milling facilities. Around 30% of all the domestically milled
flour is destined for industrial baking through their own group companies. This is
also reflected in the ~44% market share that industrial baked goods have in the
market. This vertical integration of industrial bakers provides cost control in sourcing
and operations.

Volume share of channels in bakery market, SKorea, 2015

Data edited

Source: Giract, based on analysis

Vertical integration of bakery comp right upto flour milling offers a variety of
opportunities. The ing are the four “flour to product™ companies that Giract ha
identified

Bakery ingredi and intermedi Page 1

Asia - Pacific

South Korea

Muiti-client report

MULTICLIENT STUDY - Bakery Ingredients & Intermediates - 2015

Section: Summary e GIRACT

- Industry growth plans
- Price control of baked goods by manufacturers, and,
- Crowing adoption of tachnology such as frozen tachnologies and special yeasts.

2.1.5. TECHNOLOGY ADOFPTION IS HIGH

Growing demand for reducing production cost and improved quality leads to the
quest of new technologies and most manufacturers readily adopt the technology to
fasten the production growth in the industrial bakeries. Similarly, artisanal bakeries
also have higher possibilities to utilize the new technologies such as frozen dough.

Overall frozen method adoption in baked goods, S.Korea, 2015

Data edited

Source: Giract, based on analyais
Compared to other developing economies, S.Korea has a higher adoption rate of
frozen technolegies.

Frozen technology adoption in China and Thailand respectively, 2015

Data edited

Bakery ingredients and intermediates Page 4
Asia - Pacific

South Korea

Multi-client report
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Frozen method adoption in chain bakeries, SKorea, 2015
YoungNam Flour mills
. ‘ed YoungNam was established in the year 1959 and is based in Busan. It supplies over
6\ 40 types of wheat flour under Sunflower brand. It is also involved in animal feed
a e business. It mainly flour products serves to the large B2B markets. The flour is
03‘ supplied largely for noodles, ramen, brewers and alse for households.
Samhwa flour mills
UFO, Samhwa involves in flour milling and supplies flour for bread, cake, noodles, udong,
pizza, snacks etc. The company is basad in Seoul and was founded in the year 1957.
It also uses imported wheat grains from US, Australia for milling.
This milled wheat then goes into individual demand sectors as follows:
Ambient
Other uses,
Srewing,
Tracitional food,
Data paeremes
FED
Pet food,
.
Source: Giract, besed on anaiysis e d Ite d
The difference in technology adoption b these industrial ch Is is also a R Noodies,
function of product diversity as well as utility.
s and buns
Restsurants,
-Industrial baking consumes most of the frozen products -
frozen dough, par baked and fully baked products
Cor#
| Cakes: ¥ Bxing,
-Again, industrial bakers prefer frozen ingredients and par Source: Giract, iGCA
baked/fully baked products
Therefore, the movement of flour through the bakery chain starts with the millers.
Some of these millers are also captive producers of bakery mixes for their respactive
food manufacturing/food service associates.
ZYhere 1amo VISIb.Ie useofdmzen prodicts; Donutsare It is estimated that about 208kt of flour is going into bakery use in Korea through
largely made using premixes and viennoisserie, among ¢ = SR
various routes. The split between flour going into the industrial vs artisanal bakery
the Industrial sector Is largely made using frozen dough p
segment is as follows:
2.16. QUALITATIVE FACTORS DOMINATE CRITERIA OF PURCHASE OF INGREDIENTS

Most markets tend to quote price as an important criteria of purchase. Especially for

industrial baking . which has been around for many years, ingredient
Bakery ingredi and intermediate Page 7 Bakery ingredients and intermediates Page 6
Asia - Pacific Asia - Pacific
South Korea South Korea

Muiti-client report Multi-client report
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3.3. LECISLATION
3.3.1 GENERAL PROVISIONS
The Ministry of Food and Drug Safety, formerly known as Kerea Food and Drug
Administration, is responsible for the determination and public announcement of
Standards for manufacturing, processing, using. cooking or storing food additives;
Specifications for food additives.
The relevant pieces of legislation for food additives are the
. Food Additiva Code
. Food Sanitation Act
Food additives in Korea can only be used after approval. Currently additives are
classified as either "natural” or "synthetic’. There are 213 natural additives and 441
synthetic additives. In November 2015, a call for public consultation was socught to
reclassify additives into 31 functional categories. Giract estimates that at least half of
the proposad categories may be relevant to the bakery sector.
5 5
7 3
9 10
1 12
Data
Data =
i . dited
edited .  edite
21 22
23 24
25 26
27 28
23 30
21
Food additives are approved for use in differant food categories or items based on
the scientific evidence, toxicological evaluation and the justification for technological
need, etc.
Bakery ingredients and intermediates Page 14
Asia - Pacific

South Korea

Multi-client report
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Section: Republic of Korea (South Korea)

355 CAKE AND PATISSERIE INGREDIENTS

Cake and patisserie ingredients market ranking, 2015

Data edited

Source: Clract, based on Oatabase and nterviows

356 CHOCOLATE INGREDIENTS

Chocolate compounds and preparations are imported in significantly higher
quantities than real chocolate. Preparations of chocolates are also supplied by local
companies. It is estimated that 50% of all chocelate ingredients are directly imported
and 50% further processed in S.Korea before reaching the market. All of the real
Balgian chocolate is imported and sold directly.

Chocolate ingredients market ranking, 2015

. Data edited

based on database and Intarviews

3.6.
A wide range of prices exist for bakery ingradients, and have been reported as
recaived.
Bakery ingredients and intermediates Page 52
Asia - Pacific

South Korea
Muiti-client report
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Production of bakery ingredients

Tous les Jours produces breads, cake and sandwiches. The products are produced
from customized flour in order to mimic the typical French taste in its products. It
also has special series called pure milk series which includes which are produced
from organic milk and pure Honey series which includes products with locally
sourced honey.

e ok e Typs of package Prica USD/kg
Cafe Bread

Donut

Milk Bread

Sunkkul Braad

Doubla chasza Braad

Sauzags roll

Cafs Kaya timas

Cafe Mocha Roll Bread D t d 't d
Suitas stick Rusk a a e I e
Erunch Braad

Chaszacaka

Pockst Mini Strawbarry
Pia

Jyujyu sticks Braad
Jyujyu sticks Braad

These products include amylase, antioxidants and emulsifiers. Soy flour is used in
some products

Supply to frozen products

» |t supplies frozen products to company’s owned outlets in Korea and also to
other outlets

» The company also exports its products to other south Asian countries

» It supplies both frozen dough, par baked frozen and ready to thaw frozen
finished products

Sample Report Pages
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3.7.2 CHOCOLATE INGREDIENTS

S.Korean market for chocolate ingredients is servad equally by imports and domestic
production. With a love for all things sweet, and chocolate considered a premium
flavour among consumers, the market for chocolate and chocolate based ingredients
is growing quite rapidly here.

Of the 50% that is served by domestic production, the raw material still has to be
imported. Chana and Ecuador are the main exporters of cocoa beans to 5.Korea.

The country imported approx. 5300 Mt (US$ 157 mio) of cocoa beans (cocoa beans,
whole or broken, raw or roasted) in 2014. Korea maintains a strong processing
industry for chocolates and confectionary but the imports of confectionery products
grew as Korean consumers look for new taste, diversity and high quality products.
United States is the leading supplier of chocolates and confectioneries to 5. Korea
with a2 US $125 million in 2014. It may be noted that over 30% of the annual sales of
confectionery products occur during holiday seasons in Korea, which mainly targets
the young consumers, including Valentine's Day, White Day (2 Thursday in March)
and Christmas. S. Korea importad 82485 MT (USS 480105000) of chocolates and
confectionery in 2014.

Cocoa beans imports

ar yaar 2011 2012 2012 2014 2015

Avg Prica of cocoa
baans(USS/MT)

Data edited

Mt

The chocolate and confectionery import tariffs in Korea had been removed in five
annual stages beginning January 1 2011 and is free with effect from January 1, 2016.

Bakery ingredients and intermediates
Asia - Pacific

South Korea

Muiti-client report
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