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Foreword

The UK Thoroughbred breeding industry plays an Despite these challenges, our report has found that
important role in the UK economy, environment and there is potential for market interventions to mitigate
society. It contributes over £375m of gross value these trends. We have conducted a rigorous analysis
added (GVA) to the UK economy and supports 8,000 of the initial impact of the existing Great British Bonus
jobs directly, and a further 13,000 indirectly. The scheme, finding that it has had a significant impact

i ndustry also facilitates Boanioreafitmstated objectives mfgaisipg the getatven me
which in turn contributes approximately £4bn to the price of fillies. This suggests that carefully designed
UKbs GVA. policy interventions can have positive and

measurable impacts, with scope to mitigate some
unsustainable trends in the industry.

As well as these economic contributions, the industry
provides important social and cultural benefits. The

Neil Hampson

thoroughbred breeding industry supports an Looking forwards, it is important that all relevant
PwC Global Technology internationally renowned racing programme and has industry partners and participants develop a
Deals Leader led to the third highest number of top ranked flat comprehensive understanding
thoroughbreds training in GB, behind only the USA challenges and opportunities. This should provide the
and Australia. I n short , Br basisafor mdresconcented actian tp lddvelop practical
breeding industry is world class. solutions and design potential interventions to
address many areas of particular concern that we
highlight.

However, of late, there have been growing
challenges to the industry. Some of these are familiar

themes, such as rising inflation, trade obstacles, and To this effect, PwC are delighted to support the

the aftermath of Covid-19. Other challenges are Thoroughbred Breedersd Assoc
unique to the industry, most notably the observation economic i mpact study of Bri

in this report that the majority of breeders operate at breeding industry. Having conducted the two

a loss, and that number has risen consistently since previous studies in 2014 and 2018, it has been

2014. Unfortunately, on its current trajectory, it is gratifying to observe how our joint analysis has

predictable that these losses will worsen, leading to informed TBA policy and initiatives, providing a solid

operators leaving the industry, and the number of evidence base on which the TBA can act to best

elite thoroughbreds bred in Britain declining. On its support its members. We hope that the current report

current trends, any future report would paint a will play its role in providing an evidence base for

significantly worse picture in terms of losses and informing future policy change for the industry.

exits. These trends would bring into question Britainods

status as a world leader in thoroughbred breeding.
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We would like to thank all those that have contributed to this
report

Our report would not have been possible without the generosity of multiple organisations and individuals that have engaged and helped us throughout our
analysis
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The TBA commissioned this report and have provided regular updates and insights throughout the four months of

composition. We are grateful to the TBA for interrogating our analysis, providing constructive challenge to ensure ’)

robust results and assisting us with the data collection process. This report has also benefited from the wide range of ( M

meetings with industry operators that the TBA have helped to facilitate. \
THE TBA

Weatherbys have been invaluable in providing data throughout the course of our analysis. We are grateful to

Weatherbys and the International Stud Book Committee for providing the Bloodstock reviews stretching back to 2013, %

which have provided a rich source of data for much of our econometric analysis. Further to this, the report benefits in N—
multiple places from other data sourced by Weatherbys, such as the Fact Book, Bloodstock review and bespoke data WEATHERBYS
sources, for which we are grateful.

We would also like to thank The Horserace Betting Levy Board and the Racing Foundation for their
generous support of this report, which has made the production of the current report feasible.

RACING

Our analysis has also benefited greatly from the engagement of industry operators, in the survey responses, interviews and handling of data requests. We are
appreciative of the 139 participants that responded to our survey, giving us a broad understanding of the problems facing the industry and proving a solid foundation
for our economic input - output analysis. We are grateful to all those that engaged in focused interviews, where we were able to better understand the practical
problems facing breeders which underlies our qualitative analysis and the interpretation and explanation of much of our quantitative analysis. The analysis has also
benefited from responses to particular data requests by survey respondents.

I n addition, we are thankful for the British Hor ser aci nhlgsinfouraralgsis,iatwebasthgsB HA) dat ab
from the BHA that helped us to understand the important interlinkages between the thoroughbred breeding and racing industries in Britain.
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The thoroughbred breeding industry provides rich benefits to
the UK economy but faces significant challenges

— i -

D
¢.£375m contribution to UK economy €.21,000 UK jobs supported A world class racing industry
Including a substantial £229m indirect ¢.8,000 jobs directly supported and In 2021, the UK hosted the third
supply chain impact €.13,000 jobs supported more broadly. highest number of top ranked

races (17) and the third highest
number of top ranked horses in
training.

Rich benefits
to the UK

Reduced profitability
The average and median sale of foals and

Significant positive GBB impact yearlings across disciplines makes a

substantial loss

[l["][l GBB approximately halves the price
differential between fillies and colts

Thoroughbred

Reduced foal crop projected
Given profitability levels, the foal crop could

breeding
industry

plausibly reduce to around 3,000 by 2050

Opportunities for targeted

° interventions should be carefully P_olicy Sianificant
° ; options for g Reduced stallion & broodmare numbers
o — considered the Challenges
In light of the challenges facing the industry The number of stallions standing and
industry, market and policy b.roold.mares dpmmled in GB has decreased
interventions should be considered to significantly since 2007.
obtain its long term sustainability Racing programme under threat
A reduced foal crop in terms of number and
quality will restrict the number of races that
can be hosted in the UK
Economic i mpact study of Britainds thoroughbred breeding industry
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In light of the significant benefits the industry brings, policy
Interventions should be considered, to achieve its long term
sustainabllity

A The UK thoroughbred breeding industry plays an important role in the UK A Despite these challenges, our report has found that there is potential for
economy, environment and society. It contributes over £375m of gross market interventions to mitigate these trends. We have conducted a rigorous
value added (GVA) to the UK economy and supports 8,000 jobs directly, analysis of the initial impact of the Great British Bonus (GBB) scheme,
and a further 13,000 indirectly. Given the distribution of breeders, this finding that the scheme has had a significant impact on raising the
impact occurs mostly in the rural economy. The industry also facilitates relative price of fillies, its primary stated objective. This suggests that
Britainbés racing programme, which i n t urcarefullydesigned policy interventions can have positive impacts, with scope o
the UK6s GVA. to mitigate some unsustainable trends in the industry.

A As well as these economic contributions, the industry provides important A Looking forwards, it is important that relevant industry partners develop a
social, environmental and cultural benefits. The thoroughbred breeding comprehensive understanding of industry challenges and opportunities. This
industry supports an internationally renowned racing programme, and has should provide the basis for concerted action to develop practical solutions
led to GB having the third highest proportion of top ranked flat and design potential interventions to address areas of particular concern.
thoroughbreds in training worldwide, behind only the USA and Australia.

I n short, Britainés thoroughbred breeding industry is world class.

A However, in recent years there have been growing challenges to the
industry. Some of these are familiar themes, such as rising inflation, trade
obstacles, and the aftermath of Covid-19. Other challenges are unique to the
industry, most notably the observation in this report that the majority of
breeders operate at a loss, and that average loss made per GB sale has
risen consistently since 2014. Unfortunately, on its current trajectory, it is
likely that these losses will worsen, leading to operators leaving the industry,
and the number of elite thoroughbreds bred in Britain declining. On current
trends, any future report will paint a significantly worse picture in terms of
|l osses and exits. These trends would bring into question Britainds status as
world leader in thoroughbred breeding.
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Our economic impact study builds on two previous analyses,
that underlined the need for change in the industry

Background and context

A The Thoroughbred Breedersodé Association (TBA) has commi ssi on eegdingwddstry, which bildsl uct an
upon previous analyses in 2014 and 2018.1

A Our 2014 and 2018 analyses both underlined the value of the industry, with the 2018 assessment showing the industry contributes £427m of gross added value and over
19,000 jobs to the UK economy. However the assessments also underlined the need for change, as it showed most breeders were unprofitable, and emphasised the
negative long-run impacts that this may have on the foal crop and racing industry.

o

Partly on the basis of the evidence base provided by these assessments, the TBA and the wider industry introduced important initiatives to address issues such as
support for small breeders, tax fairness, and interventions on the incentive structure for the breeding of stock. Of specific importance was the Great British Bonus (GBB),
a widespread scheme to incentivise the ownership and racing of fillies.

Impact of our 2018 analysis

Survey Economic modelling Interviews Trend analysis
Surveyed TBA members to Built an economic model to assess Conducted interviews with a Undertook extensive trend analysis to
understand their perspective the direct, indirect and induced range of breeding and racing understand the challenges facing
on key issues and their impact that thoroughbred breeding industry stakeholders. different breeding operators.
financial position. has on the UK economy.

n ~

S Over 19,000 jobs supported A427m contribution t&%ofloeedbr&riosprofitable Losses incurred on some

& GVA categories of sale

@

§ Highlighted the economic value of Underlined the need for change in Informed design of industry

= the industry the industry intervention schemes

1. Previous Economic Impact studies are available for download here: https://www.thetba.co.uk/breed-protection/industry-studies.html
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Our assessment expands upon the 2018 analysis by
examining the reasons for low profitability in greater detail

Given the recent challenges to the industry posed by Covid-1 9 and t he
departure from the European Union, the TBA has commissioned PwC to undertake
a further assessment to examine the current state of the industry, analyse the
prospects of the industry in light of these challenges, and assess the impact of the
Great British Bonus scheme against its stated objectives.

As a starting point, we refreshed the core tenets of the previous reports, including
the survey, economic model, interviews with stakeholders across the sector, and
trend analysis. This allowed us to undertake a broad comparison between 2022
and 2018 in considering the health of the industry. Secondly, we expanded our
analysis to undertake a detailed profitability assessment across years since 2013,
from which we form projections on the foal crop and racing programme. We have
also undertaken an econometric analysis of the drivers of demand at sale, helping
us to understand the aspects of the breeding industry that may require support, and
identify areas of opportunity for breeders. Finally, a further econometric study
designed to isolate the causal impacts of the Great British Bonus (GBB) scheme
allows us to understand the effectiveness of policy intervention in achieving a
sustainable breeding industry.

Activities refreshed
o —
o —
o —

Survey Economic model

e Al

Interviews Trend analysis

Economic i mpact study of Britainds thoroughbred breeding
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UK Activities expanded

Profitability analysis

A detailed assessment of the
profitability of individual sales was
undertaken. This was combined
with nomination fee data to examine
and explain the changes in
profitability in greater depth.

Drivers of demand

Combined publicly available sales
and stallion fee data in addition to
wider industry metrics to estimate
the drivers of demand using an
econometric model.

industry

Projections

Considered the link between
profitability of breeders and the foal
crop and formed some scenarios for
long term profitability. These were
then linked to the foal crop to produce
a set of projections for foal crop and
the ensuing impact on the racing
programme.

Policy evaluation

Econometric analysis of the
effectiveness of the GBB scheme
since its inception in June 2020.

January 2023
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The GB thoroughbred breeding industry is of substantial
value to the UK economy and society

The thoroughbred breeding industry maintains é and has a strong overall éwhilst playing a vital rol
a significant economic i mpaaapeact é UK racing industry
GVA i total impact, 2018 and 2022, £m Employment i total impact, 2018 and 2022, Critical enabler to the UK®G6s
% thousands of FTE industry
427 375 In addition to the economic impacts that are captured
m 2]'1 by GVA, the industry is a critical enabler to the racing
19 programme in the UK. The UK horse racing
industry is estimated to contribute approximately
£4bn to UK GVA, which is overwhelmingly reliant on
the production of quality bloodstock.
2018 2022
2018 2022

The maintenance of the thoroughbred industry in the UK is of significance economically, as well as socially, environmentally and culturally. All these benefits are
discussed in more detail in section 3 of this report.

ik 52, 0%

Britain consistently trains the second highest number Britain has garnered a reputation as the elite location The thoroughbred breed is an important cultural pillar
of top ranked flat race-horses, and hosted the third for thoroughbred racing due to its climate and of Britain, with a large community of people devoted
highest number of top ranked races in 2021. This infrastructure being particularly conducive to to the nurture of the breed. Research by The
indicates the persistent quality of the breeding and breeding and training quality bloodstock. Britain has University of Exeter suggests that equine interaction
racing environment in Britain. also uniquely benefited from the historic connection is beneficial to mental health and wellbeing.2

between the industry and the royal family.

1. The TBA leads environmentally important work, including the completion of carbon calculations for the industry. Case studies are available here: https://www.thetba.co.uk/advice-info/guidance-
hubs/sustainability-hub.html

2. For example, the University of Exeter report is available here: https://www.exeter.ac.uk/news/research/title_715469_en.html
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However, despite the value created by the industry,
Increasing cost pressures have resulted in worsening losses

since 2013

Index of price levels in the thoroughbred breeding industry and comparators,
with average annual change in prices (%) labelled

Cost pressures have increased significantly in the breeding industry compared
to the agriculture industry, and the economy as a whole. Since 2013, prices in
the economy have risen at an average of 1.6% per year, comparable to the 1.7%
average annual increase in prices for agriculture inputs.! Based on information
from interviews with industry experts, the average annual increase in prices of
inputs in the thoroughbred breeding industry was 4.0% over the same
period. Though not covered by our data, anecdotal evidence suggests a higher
increase in the cost of inputs for breeders in 2022, even against this backdrop.
We provide detail as to the sources we used for the index of price levels in
Annex Al.

1. Please see Annex Al for a note including the sources used for this assessment.
PwC

Foals and yearlings, median profit per sale, after nomination fees (£)

-10,000 | | |
-20,000

-30,000

M Foals M Yearlings
-40,000

2013 2014 2015 2016 2017 2018 2019 2020 2021

We analysed the profitability of sales using various data sources to understand
the sustainability of the breeding industry in Britain. This exercise suggests that
in 2021 the profitability for the median yearling sale was around -£33k, and
for foals was around -£27k, meaning most horses are sold at a significant loss.
Moreover, median losses have become larger over time, putting into question
the sustainability of the breeding industry in Britain. We explain the method in
detail in section 5 of this report. High inflation and rising interest rates will add
to cost pressures in 2022, likely compounding this trend.



