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Market Comments

In yesterday's letter we noted some of the recent driv-
ers in the grain markets (acres, weather, drought in Russia)
which underpin a somewhat more bullish view for feed prices
going into the fall. Higher feed prices could temper the incen-
tives for expansion among hog and pork producers. As for beef
producers, the situation continues to remain challenging and
higher feed costs further complicate critical decisions regarding
the future of the industry. The National Cattlemen’s Beef As-
sociation is currently convening in Denver CO and we'll keep
you posted as to how the largest beef association in the country
sees the outlook for the future.

While the supply picture has become somewhat more
bullish for grains and livestock, it is also important to keep an
eye on demand. Exports have been a critical demand driver for
the market to this point but a recovery in domestic markets is
necessary for a sustained growth of the US livestock and poultry
industry. A number of factors drive protein demand, among
them consumer incomes and spending patterns; employment
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The Nation's Unemployed

Fallow the change in unemployment from the heginning ofthe current recession. Below, the
state-by-state unemployment rate from the Bureau of Lahor Statistics, seasonally adjusted.
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(which is tied to spending but also labor availability at home for Pese

food preparation), price of competing proteins, health news and
information; consumer perception of risks in consuming protein
items; and in urban areas the consumer understand-
ing/misunderstanding of the modern food production systems.
The charts to the right illustrate only two of the points outlined
above. Consumer confidence has rebounded from the lows set in
early 2009 but it has leveled off in recent months. The consum-
er confidence index in July was down 12 points from May levels
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and at 50.4 it is now at the lowest point since February. We ‘&

would like to see the confidence index above the 60 level (see S

chart) before proclaiming a sustained recovery in the broader

market. The decline in consumer confidence sometimes is seen as
proxy for consumer spending, which is a real driver for beef, pork or chicken demand. A study by economists at K-State
(Tonsor, Mintert, Schroeder 2009) indicated that “on average, a 1 percent increase in U.S. consumer total expenditures results
in a 0.9 percent increase in the quantity of beef demanded.” Consumer spending has increased moderately since the beginning
of the year but it will be constrained, in part due to high rates of unemployment. As the map above shows, unemployment rates

remain particularly high in the Southeast and West Coast. Foodservice remains particularly vulnerable to high unemployment
rates. In the short term, the demand picture appears negative for beef, less so for pork and chicken.
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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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