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Cattle Prices




Revised 2014

January 1 Cattle Inventory
Sterling Forecasts

2016*  92.0mil.  +2.5% <=m
2017* 93.5mil.  +1.6%
2018* 92.7mil.  -1.0%
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U.S. cow slaughter falls sharply.

Thousand head

Total Cow Slaughter
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Sterling Forecast — Oct. 13, 2015
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A — The Process of
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Heifer retention rate (Y1)
% of beef cows slaughtered (Y1)
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er Capacity & Utilize

] Capacity Cow Slaughter *

Average Utilization

2000-13 84%
2015* 85%
2016* 86%
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Prior to closures in 2014,
utilization was 77%




The Beef Supply Chain

Beef Industry Production Segments




Beef Supply Chain -

Retail Foodservice
% 37,053 Stores > $2 mil. sales 990,000 Restaurants
11.8 bill. Ibs. 7.8 bill. Ibs.
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Fed = 17.5 bill. lbs. Cows = 2.1 bill. Ibs.
S 0904 eeadlo N AN Rl A
Feedlot Further
Packer
; 22-25 weeks @ 1,350 Ibs Processo/r Processor
1 20.1 mil fed cattle (2013) .
T y 3.2 mil beef cows (2013)

25 weeks @ 800 lbs

Stocker —[ Cull Cows & Bulls
Total Feeder

Cattle Supply
21 mil.

Weaned Steer & Heifer Cow-Calf
Calves Gestation = 39 weeks

28 weeks @ 500 lbs

729,000 Beef Cattle Operations
20 mil calves (2013) 29 mil Cows (2014)

right 1991-2015 K 5 mil replacen
25.0 m|I calves (2013) ife




Retail

37,053 Stores > $2 mil. sales

Foodservice
990,000 Restaurants

3.7 bill. Ibs.

2.4 bill. Ibs.
—

6.1 Bill. Lbs.

oy 7"
w’ Fed = 3.9 bill. Ibs. Cows = 2.2 bill. Ibs. .
3,050 A A I T
\ Feedlot Further
Packer
52 weeks @ 1,350 Ibs Processo/r Processor
L 4.5 mil fed cattle (2013) 1 week
)|\ 3.2 mil milk cows (2013)
Total Feeder —[ Cull Cows & Bulls ]
Calf Ranch A
Cattle Supply
4.5 mil. 20 weeks @ 350 Ibs.

-

4.5 mil bull calves (2013)
(1 - 2 days old)
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Dairy

58,000 Dairy Operations
( 9.2 mil. milk cows

8.9 mil calves (2013) _/4.5 mil re:placement
heifers
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Slaughter (Y1) = Carcass Weight (Y2
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er Capac

Steer & Heifer Slau

Average Utilization

2000-13  92%
2015* 83%

2016* 87%
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ow-Calf Produc
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Feedlot Cost of
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C — Cushing, OK
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Corn Price (Y1) —— Cost of Gain (Y2)
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sain, Steer Price, & Carc

Cost of Gain (Y1)
Choice Steer Price (Y1)
Carcass Weight (Y2)

\
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U.S.

Thousand Head

8,500

8,000

7,500 —

7,000
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Commercial Cattle Slaughter

2014 -7%

2015 *
A 2016 * +4%

-8% +6%
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U.S. Commercial Beef Production

Million pounds

2014 -6%
7,000 2015 *
2016 * +4%
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s 2014
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Spread
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Beef Demand Topics




Companies that target their products at the
circumstances in which customers find
themselves rather than at the customers
themselves, are those that can launch
predictably successful products.

“The Innovators Solution”
Clayton M. Christensen
Michael E. Raynor
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Per Capita Red Meat & Poultry Consumption
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Trends or Fads?




U.S. Beef Trade
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xport Markets — Jan -

B 2015 (Y1)

82% of total \

Japan - 12%
Mexico - 23%
Canada - 13%
So Korea +10%
Hong Kong - 30%

So Korea | Taiwan Bahamas
ada Hong Kong NDL Chile Italy Germany Vietnam




Trans-Pacific Partnership

Key Elements of the Agreement
Pertaining to U.S. Beef and Pork Industries

The detail in the agreement is not currently available but these are key point
concerning the U.S. beef and pork industries.

* Sharply reduces and eliminates tariffs on U.S. beef sold into TPP countries.

* New and commercially meaningful market access through significant tariff
reductions or preferential tariff rate quotas.

* Elimination of export subsidies.
* Discourages export restrictions as a means to prop up domestic market.

* Ensures food safety, animal health, and plant health measures are developed
and implemented transparently and in a science-based manner based on
risk, as we do in the United States.
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Pacific Partner
U.S. Beef Trade with Member Countries

1000 pounds, carcass wt

.S. Beef Exports U.S. Beef Imp

435,345
364,117
27,764
8,640
774
315
4,728
33
4,315

1,508,401

2014
Jan-Aug

445,874
292,832
255,098
19,489
5,051
508
150
2,823
15
2,764

1,024,604

1,709,265
60%

2015
Jan-Aug

391,206
226,781
222,345
16,694
7,219
599
157
4,635
14
3,452

L
873,102

L3
1,507,710

58%

2014
Jan-Dec

1,984
310,155
602,154

594

1,082,676
597,115

2,594,678

2,946,880

88%

2014
Jan-Aug

1,037
202,245
391,840

52

599,537
470,072

1,664,783

1,872,310
89%
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-arcass wt)

2014 (Y1) B 2015 (Y1) — Pct of Tota

— 87% of total -\

Australia +53%

New Zealand +17%
— Canada + 6%

Mexico +35%
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World Beef Export Share - 2014

U.S. 12%

Brazil 19% Australia 19%

-

Total World Beef
Exports

Canada 4%

10,003,000
Metric Tons

Other 20%
India 21%

New Zealand 6%
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Demand

Process Verification
Source

Animal Welfare

Environment
Global Markets
Politics
v'Best Practices




