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Market Comments

Following up on our discussion yesterday of the Taiwan decision to amend its beef import protocols, a few more details
have come to light that are worth pointing out. It was widely believed that the new protocols would re-impose the ban on US
bone-in beef and it appears that will not be the case. According to the US Meat Export Federation the new protocols proscribe
that beef shipments to Taiwan should come from cattle 30 months or younger and they do not allow any shipment of ground
beef or beef offal. However, bone-in beef can still be exported provided it comes from young animals. It is an important
point since it further reduces the impact of these new regulations on actual trade and it should allow US beef shipments to this
market in 2010 to surpass 2009 levels.

Hog futures markets continue to trade very firm and the nearby lean hog futures contract closed on Tues-
day at $67.60/cwt, some 175 points higher than the day before. Other lean hog contracts were also higher and, as the
chart below shows, the hog market appears to have fully climbed out of the hole that it dug last summer. There is no shortage
of opinion as to why hogs are trading so firm despite the lack of support from the latest inventory report. Weather is often cited
as a primary reason for the recent run-up, especially given some of the coldest temperatures in years across much of the Mid-
west. With back to back major snow storms, packers are thought to be short bought and the treacherous road conditions are
believed to be slowing down the flow of animals to plants. But, there should be minimal impact on hog carcass weights from the
cold weather and the transportation issues are

quite transitory and they only time shift hog sales.
Others have contributed some of the bullishness | CME Lean Hog Futures - June 2010 Contract, Daily Closing Price
in the hog and cattle markets to funds jumping
into the market into the New Year and increasing [ 30.00
their exposure to agricultural commodities. That —
may be the case although as always it is one of _
those often quoted but hard to measure factors. )
Finally, and more importantly our view, one has [ 77.00
to account for the strong demand, both do- [ 76.00
mestically and in export markets. The pork r73.00
cutout closed on Tuesday above $68/cwt, and we F74.00
have not seen these kind of January pork prices F73.00
since 1997. One item supporting overall cash F72.00
pork prices are hams. Usually, ham prices tend to L7100
drift lower after the holidays and they are down L 70.00
from late November levels but they remain nota- | ¢9.00
bly higher than a year ago. Pork export demand, L 63.00
especially from Mexico, is said to be in very good )
shape while domestic pork sales also seem to be 6700
good, with retailers continuing to focus on value [ 66.00
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The Daily Livestock Report is published by Steve Meyer and Len Steiner. Please forward to others that may benefit from this information.
To subscribe/unsubscribe visit www.dailylivestockreport.com.

Disclaimer: The Daily Livestock Report is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation to buy or trade any
commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or possible where projections of future conditions are
attempted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indication of future performance. Futures are a leveraged investment, and because only a percentage of a con-
tract's value is require to trade, it is possible to lose more than the amount of money initially deposited for a futures position. Therefore, traders should only use funds that they can afford to lose without affecting their life-
style. And only a portion of those funds should be devoted to any one trade because a trader cannot expect to profit on every trade.
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