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Top U.S. Beef Export Markets — Jan 2016

Thousand pounds (carcass wt)

[] 2015 (Y1) B 2016 (Y1) Pct of Total (Y2)
50,000 — — 25%
40,000 — — 20%
82% of total
— 82% of total
30,000 \ — 15%
2015
20,000 — Japan + 18% -19% _ 10%
Hong Kong + 16% -24%
So Korea + 52% + 6%
o Cana?da - 8% -11% | o
Mexico - 27%
0 -0
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U.S. Beef Imports
Yr./ Yr.
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istralia Currency Rate

\us. dollar
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Top U.S. Beef Import Markets — Jan 2016

2015
+16%
+11%
+ 4%

Thousand pounds (carcass wt)
[] 2015 (Y1) B 2016 (Y1)
140,000 — m—
120,000 —
87% of total
100,000 —
(0)
o0 - — 90% of total \
60,000 — Australia -12%
New Zealand +12%
40,000 — Canada + 7%
_ Mexico +21%
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U.S. Pork Exports
Yr. / Yr.

+10%
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2015 +2%
2016* +4%




Top U.S. Pork Export Markets - Jan. 2016

Thousand pounds

D 2015 (Y1) . 2016 (Y1) Pct of Total (Y2)
140,000 — — — 35%
120,000 — — 30%
77% of total
100,000 — — 25%
— 77% of total
80,000 — \ — 20%
2015
60,000 — Mexico - 3% +13% — 15%
Japan + 9% + 2%
40,000 — Canada -5% -2% — 10%
So. Korea +16% + 28%
20,000 — — 5%
Japan South Korea Aus Colombia Honduras Guatemala Taiwan
Mexico Canada China Hona Kong Dom. Rep. Philippines NZ
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U.S. Pork Imports
Yr. / Yr.

2015 +10%

2016* +10%
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Top U.S. Pork Import Sources —Jan. 2016

Thousand pounds

80,000

70,000

60,000

50,000

40,000

30,000

20,000

10,000

] 2014 (Y1)
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2015 (Y1)

Canada
Poland
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Mexico
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90% of total

92% of total \

+ 2%
+52%
+17%

Ireland

2015
+10%
+23%
-7%
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Pct of Total (Y2)

— 80%
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— 60%
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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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anging Consumer De
Trends or Fads?

Natural
Organic
Buy local
Sustainable Production






Margin Management
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Corn Price - omaha- Council Bluffs

Dollars per bushel

10.00 — 4
Projected Corn Crop (2016) *
April 1, 2016 —

9.00 —

Prospective Acres =93.6 mil
8.00 — Record (2012) = 97.2 mil.

Harvested Acres = 85.6 mil -
7.00 — VYield = 168 bu./acre

Ending Stocks = 2.4 bill. bu.
6.00 — 17% of Use _
5.00 —
4.00 —
oo — ‘ /% ,

' ‘ 14.392 bill. bu.
2.00 — |
1.00 —
0 | I | I | I | I | I | I
14-Mar-92 27-Jul-96 | 9-Dec-00 | 23-Apr-05 5-Sep-09 18-Jan-14
6-Jan-90 21-May-94 3-Oct-98 15-Feb-03 30-Jun-07 12-Nov-11 3/26/16
Week Ending
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Soybean Meal Price - pecatur

Dollars per ton

UL Projected Soybean Crop (2016) *
April 1, 2016 —
o Prospective Acres = 82.2 mil
Harvested Acres = 81.5 mil
Yield = 46.7 bu./acre
400 — Ending Stocks = 4.85 bill. bu.
12.7% of Use "
300 —
200 — 3.806 bill. bu.
100 —
O | I | I | I | I | I | I
14-Mar-92 27-Jul-96 | 9-Dec-00 | 23-Apr-05 5-Sep-09 18-Jan-14
6-Jan-90 21-May-94 3-Oct-98 15-Feb-03 30-Jun-07 12-Nov-11 3/26/16

Week Ending
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Drought Severity Index by Division
Weekly Value for Period Ending Apr 02, 2016
Long Term Palmer

DROUGHT SEVERITY INDEX (PALMER)

DEPICTS PROLONGED (MONTHS, YEARS) ABNORMAL DRYNESS OR
WETNESS: REPONDS SLOWLY; CHANGES LITTLE FROM WEEK TO WEEK;
AND REFLECTS LONG-TERM MOISTURE RUNOFF, RECHARGE, AND DEEP
PERCOLATION AS WELL AS EVAPOTRANSPIRATION.

USES... APPLICABLE IN MEASURING DISRUPTIVE EFFECTS OF PROLONGED DRYNESS

OR WETNESS ON WATER SENSITIVE ECONOMIES, DESIGNING DISASTER AREAS OF DROUGHT

OR WETNESS; AND REFLECTING THE GENERAL LONG-TERM STATUS OF WATER SUPPLIES
IN AQUIFERS, RESERVOIRS AND STREAMS.

LIMITATIONS... IS NOT GENERALLY INDICATIVE OFFSHORT-TERM (FEW WEEKS) STATUS
OF DROUGHT OR WETNESS SUCH AS FREQUENTLY AFFECTS CROPS AND FIELD OPERATIONS
(THIS IS INDICATED BY THE CROP MOISTURE INDEX).

[ -4.0 or less (Extreme Drought) | | +2.0 to +2.9 (Unusual Moist Spell)
[ 1-3.0 to -3.9 (Severe Drought) [ +3.0 to +3.9 (Very Moist Spell)

[ 1-2.0 to -2.9 (Moderate Drought) [l +4.0 and above (Extremely Moist)
[ -1.9 to +1.9 (Near Normal)




Crude Oil Price — Cushing, OK

Dollars per barrel

160 —
140 — +45% from Feb. 11, 2016 —
March 28, 2016.
120 —
100 —
80 —

- 64% of 2010-2014 average
which was $92 / bbl.
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Per capita supplies of red meat & poultry are

increaSing. The Perfect Storm: 1) Liquidation led tight cattle numbers,
Pounds 2014 2) PEDv led tight hog numbers,

295 —— 3) strong U.S. consumer demand, and
3) weak dollar & strong export sales

+6 %

220

215 —

210 —

205 —

200 —

195 —

190 —

185 —

180

175 —

2006 2008 2010 2012 2014 2016*
2007 09 2011 2013 2015
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Sterling Forecast — March 29, 2016




Beef Industry
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March 29, 2016

{Released Thursday, Mar. 31, 2016)
Valid 8 a.m. EDT

Draughf Impact Tvoes:
r~ Delineates dominant impacts

8= Short-Term, typically less than
B rmonths (e.q. agriculture, grasslands)

L = Long-Term, typically greater than
6 rmonths (e.g. hydrology, ecology)

Infensity:
[] DOAbnormally Dry

[] D1 Moderate Drought
[ D2 Severe Drought

I D3 Extreme Drought
I D4 Exceptional Drought

Brad Rippey
U5 Department of Agriculfure

The Drought Monitor focuses an broac-
scale conditions. Local condons may
vary See aocormpanying texd suimmary for
forecast staterments.

USDA
= —

http://droughtmonitor.unl.eduf




U.S. cattle inventory

Thousand head

115,000 January 1, 2016

Sterling 92.025 mil. +3%

Pre-release
USDA 92.988 mil.

105,000

95,000

January 1 Cattle Inventory
85,000 Sterling Forecasts

2017*  93.4 mil. +2.0%
2018*  94.5 mil. -1.0%

75,000

I I I I I I I I I I
I 1983 I 1987 I 1991 I 1995 I 1999 I 2003 I 2007 I 2011 I 2015 I2019*
1981 1985 1989 1993 1997 2001 2005 2009 2013 2017*

\

Sterling Forecast — February 1, 2016
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January 1, 2016

Sterling 39.950 mil. +3%

Pre-release
USDA 39.646 mil. @

I I I I I
55 1965 I 1975 I 1985 1995 2005
1960 1970 1980 1990 2000



Returns to Cow-Calf Producers

Dollars per head
600 —

500 —
400 —+
300 —+

200 —+—

" | il IIIIII
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-100 —

-200

I I I I I I I I I I
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Sterling Marketing — March 2016
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Feedlot Breakeven Price

Dollars per cwt.

180
170 —
160 —
150 —
140 —
130 —
120 —
110 —
100
90 —
80 —
70 —
60 —
50

COST OF FEEDER CATTLE
DRIVES THE BREAKEVEN

representing \

75% - 80% of feedlot cost

1/6/90

I I I I I
12/19/92 I 11/14/98 I 10/9/04 9/4/10 7/30/16
12/2/95 10/27/01 9/22/07 8/17/13

W eek Ending
Copyright 1991-2016 %

\




ar Price

momum  2010-2014 Ave.

‘\—’/

¢\/.||

l,‘\\
\—'I. RLATE .

n_r,~l “’II~||
Rk TR

O gyt
L% )
‘Il-ll-l

‘ -

I I I I I I I I I
I I I I
13/16 4/23/16 I 7/2/16 9/10/16
3/19/16 5/28/16 8/6/16 10/15/16




Cattle Feeding Margins

Dollars per head
2014 mmmmm— 2015 mmmmmmm 2016 - = 2011-2015

450 ——

325 |

200 —

75

-50

-175

-300

-425

-550

-675

800 B .
2/13/16 4/23/16 7/12/16 9/10/16 11/19/16
1/9/16 3/19/16 5/28/16 8/6/16 10/15/16 12/24/16

\ )
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U.S. cow slaughter falls sharply.

Thousand head Total Cow Slaughter
7,000 —
2014 -14%
2015 - 4%
%k (o)
6.500 - 2016 + 2%
6,000
5,500 ——
5,000
4,500 —
2006 2010 2012 2014 2016*
2005 2007 2009 2011 2013 2015

Sterling Forecast — March 21, 2016




.S. Heifer Slaughter — vt thru March 19t

ousand head Pounds
Slaughter (Y1) e \\/eights (Y2)

2 600 — TESS
2,400 — — 825
2,200 —

— 800

Slaughter

2,000 — 2011-2015 Ave.

— 775
1,800 — I l
1,600 —
1,400 — I |

1,200

2001 | 2003 | 2005 | 2007 | 2009 | 2011 | 2013 | 2015
2000 2002 2004 2006 2008 2010 2012 2014 2016

2015 versus 2014

-12%




S. Steer Slaughter — yTD thru March 19t

— 850

3,400 —

Slaughter
‘ | ‘ 2011-2015 Average

2004 2006 2008 2010 2012 2014 2016
2001 2003 2005 2007 2009 2011 2013 2015

2015 versus 2014
-2%
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Wholesale Beef Price

Dollars per cwt.

2013 2014 s 2015
s 2016 momus 2011-2015 Ave.

170
150 |
2/6/16 ‘ 4/16/16 ‘ 6/25/16 9/3/16 11/12/16
1/2/16 3/12/16 5/21/16 7/30/16 10/8/16 12/17/16

\ )
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Beef Packer Operating Margins

Dollars per head

2014 mmm—— 2015
Emmmm—— 2016 s m 2011-2015 Ave.

200 —T5

150 —

100 —

50 —

| y 4
\'/ ~\.~
N

-50

-100

-150 I I I I I I I I I I
2/13/16 I 4/23/16 I 7/2/16 9/10/16 11/19/16
1/9/16 3/19/16 5/28/16 8/6/16 10/15/16 12/24/16
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Beef Packer Margin

Dollars per head

] 2015 B 2016 ===  2011-15 Average

| | | | | | | | | | | |
-100 | | | | | | | | | | | |
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

150 —

125 —

100 —

2SS —

-50 —

-75 —

Copyright 1991-2016

Sterling Forecast — April 1, 2016




U.S. Commercial Cattle Slaughter

Thousand Head
2014 - 7%

8,500 | 2015 - 5%

2016 *

8.000 —— 2011-2015 Average
+4%

7,500 —

7,000 —

6,500 —

6,000 —

;@Z Quarter

Copyright 1991-2016 Sterling Forecast — March 29, 2016




Combined Steer & Heifer Carcass Weights

Pounds 2014 e 2015
e 2016 —— 2011-2015 Ave.

920 |

900 —

s

860

840 — ~ '\I. - Sani
~I|\”~. \\"\f
820 - W™
800 —+
780 I | I | I | I | I |
2/13/16 ‘ 4/23/16 ‘ 712116 9/10/16 11/19/16
1/9/16 3/19/16 5/28/16 8/6/16 10/15/16 12/24/16
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U.S. Commercial Beef Production

Million pounds

2014 - 6%
7,000 2015 - 2%
2016 *
| +4% +4%
2011—201
+5%
6,000 —
5,500 —
5,000 —

\ Quarter

Sterling Forecast — March 29, 2016




Fed Cattle Slaughter Capacity & Utilization

Thousand head

|:| Capacity

Steer & Heifer Slaughter *

32,000

30,000

28,000

Average Utilization

26,000
2000-13  91%
2015 83%

B OC 2016* 86%

22,000

1996 | 1998 | 2000 | 2002 | 2004 | 2006 | 2008 | 2010 | 2012 | 2014 | 2016*
1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

Copyright 1991-2018 Sterling Forecast — March 29, 2016




Fed Beef Packer Concentration

2016
Tyson
Cargill Meat Solutions 28%
19%
JBS SA Other
23%

18%

National Beef Packing
12%

Copyright 1991-2016 %&



Slaughter Capacity & Utilization

- Capacity Cow Slaughter

6.0
Million

| I l b 51
Average Utilization
4,500 - 2000-13 84%
2015 86%
2016* 89%

1996‘1998‘2000 2002 2004 | 2006 | 2008 | 2010 | 2012 | 2014
1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2C

Sterling Forecast — M



Cow Packer Concentration
2016

American Foods Group, LLC
22.3%

JBS SA
21.7%

Carqill
12.7%

43.3%

ERLING J Copyright 1991-2016




Pork Industry




Hogs & Pigs Inventory - Jjune 1
Thousand head —\
70,000 — +.6%

60,000 —

55,000 —

50.000 | I I I | I I I I I | I | I
I 1991 I 1995 I 1999 I 2003 2007 2011 2015
1989 1993 1997 2001 2005 2009 2013
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arket Hog Slaughter Capacity & Utilization

ousand head ] Slaughter Capacity e Hog Slaughter

120,000
115,000
110,000
105,000
100,000

95,000 Average Utilization

2000-13  92%
2015 96%
| 2016*  97%

90,000

85,000

1996 | 1998 | 2000 | 2002 | 2004 | 2006 | 2008 ‘2010 ‘ 2012 ‘ 2014 ‘2016*
1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015

Annual Slaughter Capacity = 117 million
Daily Slaughter Capacity = 449,880




Pork Packer Concentration
2016

Smithfield 28%

Tyson 19%

JBS, SA 22%
Other 22%

Copyright 1991-2016




Lean Carcass Value

Dollars per cwt

2014 e 2015
——— 2016 m—rmm 2011-2015 Ave.

140.00 —
130.00 —
120.00 —+
110.00
100.00
90.00
80.00
70.00
60.00

50.00

40.00 | | | | | | | | | |
2/13/16 ‘ 4/23/16 ‘ 7/2/16 9/10/16 11/19/16
1/9/16 3/19/16 5/28/16 8/6/16 10/15/16  12/24/16
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Hog Producer Margins

Dollars per head

2014 ——— 2015
m—— 2016 m—mm 2011-2015 Ave.

150
130
110 —
90 —
70 |
50
30

10

-10

-30

-50 I I I I I I I I I I
2/13/16 I 4/23/16 I 7/2/16 9/10/16 11/19/16
1/9/16 3/19/16 5/28/16 8/6/16 10/15/16 12/24/16
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Hog Producer Margin

Dollars per head

50

40

30

20

10

[] 2015 B 2016 == 2011-15 Average

.l—ll

e [ 3

| | | | | | | | | | | |
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Copyright 1991-2016 Sterling Marketing Forecast — April 1, 2016




Commercial Market Hog Slaughter

Thousand head
31,000 — 2014 - 5%
2015 + 8%
e 2016 * +2%
29,000 —
28,000 —

27,000 —

26,000 —

25,000 —

24,000 —

23,000 —

22,000

I [ Il AV

Quarter

Sterling Marketing Forecast — March 29, 2016




g Carcass Weights

2013 I 2014 I 2015 I 2016

I I I I I I I
I I I I
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U.S. Commercial Pork Production

Million pounds 2014 - 2%

. 2015 +7%
2016* +2%

+3%

6500 —

6000 —

5500 —

5000 —

4500

Quarter

Sterling Marketing Forecast — March 29, 2016
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BACON DEMAND GROWS as evidenced by strong belly ‘
prices in the face of increased hog supply.

Dollars per cwt Thousand head
150 114,000
140

112,000

130

110,000

120
108,000

110
106,000

100
104,000

90
80 102,000
70 100,000

2011 2013 2015
2014 2016*




Pork Packer Operating Margins

Dollars per head

40 —

30

20

10

2014 s 2015
memmm— 2016 — = 2011-15 Ave.

0

-10

20

-30

1/9/16

I I I I I
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Pork Packer Margin

Dollars per head

] 2015 B 2016 == 2011-15 Average

55 —

Oct Nov Dec
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