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Y/Y Increase in US Beef Exports During Q1 of 2010

Based on Weekly Export Data for Muscle Beef Cuts, USDA/FAS, Thousand Metric Ton

Live cattle futures have mounted a significant rally
since last fall but whether that rally carries over into the %947
summer will be in part dependent on US beef demand. As
Dale Durchholz at Agrivisor pointed out to us, there is a signifi- 10.0
cant number of long positions by speculative funds in the live cat-
tle complex at this time, the largest since 2006. So far, those posi-
tions have been built in response to very tight cattle supplies and
the expectation that packers will have to pay higher money for
cattle AND be able to pass on those costs to buyers that are short 40
bought going into the spring. But if beef demand this summer
continues to languish, retailers and foodservice operators will 20
likely decline to pay the higher asking prices. If that happens we
could see the recent rally in live cattle futures fizzle relatively
quickly (as specs rush for the door) while feedlots market much 20
more aggressively given they have been able to hedge at signifi- Mexico Canada South  Japan Viemam Hong Taiwan  Other
cant premiums for the summer months. Korea Kong
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One component of beef demand are export sales and so far
the US beef export market seems to be doing quite well, mostly
because of strong sales to smaller markets. Mexico is currently the
largest export market for the US beef industry, accounting for T"i‘;‘"’"
about 30% of beef shipments through the first three months of 5%
2010. Shipments of beef muscle cuts to Mexico through March 25 Hong Kong _
were reported to be 39,000 MT, 857 MT or 0.9% lower than the ”’ Py
same period a year ago. Beef exports to Canada in this period °
were 17,200 MT, some 3000 MT or 21% higher than a year ago. Vietnam
Exports to South Korea and Japan also appear to be on the mend, ke
up 19% and 37% vs. year ago, respectively. Australia remains the
top beef supplier to these two markets but US packers have bene-
fited from relatively tight beef supplies in Australia at this time.
Australian cattle slaughter was especially low in late January and
February due to flooding which created significant transportation
problems. As a result, Australian beef shipments to Japan and
South Korea are down, creating an opening for US beef sales.
Whether US beef packers are able to build on that remains to be seen. We think Australian slaughter will remain below year
ago levels this year as producers there take advantage of the improved moisture conditions to rebuild. As the top chart shows,
while smaller US beef markets (other’) account for just 11% of the market share so far this year, they have contributed about
40% of the growth. This should be viewed as positive, since further growth in traditional markets, especially Mexico, will fur-
ther bolster demand going into the summer. It also shows that US beef has become more competitive.

Share of Beef Exports By Market: Jan - Mar 2010
Based on Weekly Exports of Beef Muscle Cuts, 000 MT
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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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