<2 CME Group

M Chicagn tioard of T/ NTMER Campany

Daily Livestock Report

Vol. 8, No. 145/ July 28, 2010

Market Comments

Livestock futures were for the most Wheat and COI’n Nearby FUtUI’ES Slnce Janual’y 2010
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12% lower than the previous year. But this estimate

was made before the July drought pressures came in full focus and by some estimates the crop shortfall in the region could be
much bigger. For many, the memories of 2008 are still fresh. Wheat futures hit all time record highs at the time, with the Chi-
cago contract trading above $12/bushel in March 2008. We are today in a different place in terms of global wheat stocks com-
pared to that year and we have yet to find an analyst that expects those kind of prices. The wheat crop squeeze of 2008 did not
happen overnight but developed over a few months as crop production prospects in Australia and other countries continued to
deteriorate.

The crop issues in Russia could have additional repercussions. In the short term, the extreme drought conditions
(some say the worst in 150 years) could have a devastating impact on the livestock sector in the country. Short feed supplies
and stress on animals and pastures could lead to a significant decline in animal and poultry numbers in the country. While the
Russian government and producer groups have been pushing hard to rebuild the domestic protein sector, recent weather events
could set those plans back by a few years, especially for beef. Russia already is one of the largest beef, pork and poultry import-
ers in the world and the drought will only further exacerbate Russian protein demand. Longer term, however, the Russian
drought situation underscores the impact of extreme weather events in globalized grain and protein markets. Feed and meat
production will need to keep up with the increase in both human population, urbanization and standard of living. Consider
this: In 1950, there were only two megacities in the entire world (a megacity is defined as a city with 10 million or more inhab-
itants). There are currently about 25 megacities. By 2050, the number of megacities is expected to reach 400, many of them in
Asia and Africa. It is a factoid worth pondering when trying to assess the long term outlook for agricultural commodity prices.
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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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