& CME Group

A CMEChicagn Board of Trade/NYMER Compary

Daily Livestock Report

Vol. 8, No. 44/ March 8, 2010

The U.S. meat complex in general and U.S. pork industry in particular had some very good news confirmed on Friday as USDA an-
nounced that it had reached an agreement to re-open Russia as a pork export market. Russia had delisted (ie. removed from its list of plants ap-
proved for exporting to Russia) all U.S. plants over its alleged finding of tetracycline, an antibiotic, in imported U.S. pork. Word of a pending agreement
had floated through the market for the past three weeks but everything was put on hold in late February due to many Russian officials being on holiday.
News of a pending agreement was in the market on Thursday and was one driver of the rally in Lean Hogs futures.

The re-opening is quite important to the U.S. pork industry. Russia purchased $476 million of U.S. pork in 2008 , ranking fifth among all mar-
kets. Sales volume fell to $289 last year due to the economic downturn, a summer ban on U.S. imports predicated by HIN1 and the progressive delisting
of plants last fall. Russia was a minor customer as recently as 2003 when it purchased only $7.6 million worth of U.S. product.

Russia has a very tight standard for tetracycline residues with a threshold that is far lower than international standards which are based on a
large body of evidence on safety risks. USDA’s Ag Marketing Service (AMS) and Food Safety Inspection Service (FSIS) will work with Russian au-
thorities to develop an export verification program. The program will guide U.S. packers and processors who want to do business with Russia. National
Pork Producers Council President Don Butler said “Our pork meets U.S. and international standards so we did no see the need for the [verification] proc-
ess. But the Russians wanted the program and we wanted to get back into the market.” We think that is a good way of saying “Regardless of what we
might think, the customer is right.”

There was no new information on the fate of U.S. chicken exports to Russia. Rumors have been floating that a solution to this situation is
imminent as well and leg quarter prices remain relatively firm. USDA’s published average for last week was 36.22 cents pre pound. Down 0.38 cents per
pound from the week before and only 0.43 cents per pound lower than during the first week of the year. We think this price is a good barometer on what
the market thinks will happen with chicken to Russia and this barometer has yet to weaken.

Underlying both of these situations is Russia’s stated intent to become self-sufficient in both pork and chicken production by 2011.
That desire is underlying all of these trade barriers which protect Russian production and drive up domestic prices, encouraging more output. Another
way they are protecting the domestic industries is tighter tariff rate quotas. The U.S. pork quota will go from 100,000 MT last year to just 57,500 MT this
year. The poultry quota for 2010 is 600,000 MT, 150,000 MT lower than last year.

USDA’s Foreign Agricultural Service forecasts Russian pork production at 2.29 MMT in 2010, 3.9% higher than 2009’s 2.205 MMT but
11.2% higher than the output level of 2008. Russia was 75% self-sufficient for pork in 2009 and that number will remain constant in 2010 according to
FAS. Russia was 66% self-sufficient in 2008. FAS expects Russia’s chicken production to reach 1.975 MMT this year, 10.3% more than last year’s
1.79 MMT. That number was nearly 12% higher than in 2008. According to USDA, Russia’s self sufficiency in chicken production has risen from 58%
in 2008 to 67% last year and a projected 71% this year.
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Total imports amounted to 3.5% of U.S. pork production in 2009.
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PRODUCTION AND PRICE SUMMARY Week Ending 3/6/2010
Curreny Pct. Pct. Pct.
Iltem Units Week]Last Week] Change] Last Year] Change YTD| Change
C |FI Slaughter Thou. Head 617 632 -2.37% 616 0.21% 5,772 0.4%
A |FI Beef Cow Slaughter Thou. Head 60.6 54.6 11.04% 61.4 -1.29% 538 6.3%
T |Avg. Live Weight Lbs. 1280 1290 -0.78% 1316 -2.74% 1,290 -1.7%
T |Avg. Dressed Weight Lbs. 775 775 0.00% 793 -2.27% 775 -1.7%
L |Beef Production Million Lbs. 476.2 488.1 -2.44% 476.3 -0.02% 4,456 -1.3%
E |Live Fed Steer $lcwt live wi. 89.71 90.91 -1.30% 81.67 9.80%
Dressed Steer $/cwt carcass 144.84 144 .54 0.20% 129.65 11.70%
OKC Feeder Steer 600-700 Lbs. 108.59 108.68 -0.08% 99.27 9.39%
Beef Cutout 600-750 Choice 150.34 149.62 0.50% 134.87 11.50%
Hide/Offal $lcwt live wi. 9.88 9.80 1.70% 6.29 57.10%
H [FI Slaughter Thou. Head 2168 2163 0.23% 2225 -2.57% 19,614 -6.2%
O |FI Sow Slaughter Thou. Head 57.7 53.8 7.35% 59.3 -2.72% 453 -5.5%
G |Avg. Dressed Weight Lbs. 202 202 0.00% 204 -0.98% 203 -0.7%
S |Pork Production Million Lbs. 438.5 437.3 0.27% 454.4 -3.50% 3,977 -6.9%
lowa-S. Minn. Direct Avg. 70.61 68.01 3.80% 59.46 18.80%
Natl. Base Carcass Price Weighted Avg. 68.08 65.75 3.50% 58.22 16.90%
Natl. Net Carcass Price Weighted Avg. 70.52 68.24 3.30% 60.34 16.90%
Pork Cutout 185 Lbs. 74.93 72.16 3.80% 56.00 33.80%
C [Young Chicken Slaughter* Million Head 158.31 159.10 -0.49% 155.06 2.10% 1,268 2.0%
H [Avg. Weight Lbs. 5.49 552 -0.54% 5.52 -0.54% 55 0.7%
I |Chicken Production Million Lbs. 869.13 878.21 -1.03% 855.90 1.55% 5,238 2.8%
C |Eggs Set Million 207.80 206.85 0.46% 206.75 0.50% 1,834 0.5%
K |Chicks Placed Million Head 167.34 165.81 0.92% 166.50 0.51% 1,496 -0.5%
E |12-City Broiler Composite 82.09 82.11 0.00% 79.18 3.70%
N |Georgia Dock Broiler 2.5-3 Lbs. 82.97 82.87 0.10% 85.87 -3.40%
T |Young Turkey Slaughter* Million Head 4.23 453 -6.54% 4.75| -10.94% 34.6 -5.2%
U |Avg. Weight Lbs. 30.04 29.92 0.40% 28.95 3.77% 30.3 1.1%
R |Turkey Production Million Lbs. 127.2 135.5 -6.16% 137.6 -7.59% 838 -4.1%
K |Eastern Region Hen 8-16 Lbs. 83.00 80.50 3.10% 75 10.70%
F |Corn, Omaha $ per Bushel 3.54 3.68 -3.80% 3.51 0.90%
E |DDGS, Minnesota $ per ton 100.00 99.00 1.01% 122.50| -16.10%
E |Wheat, Kansas City $ per Bushel 4.34 4.49 -3.34% 5.44( -20.22%
D |Soybeans, S. lowa $ per Bushel 9.40 9.49 -0.95% 8.71 7.90%
SB Meal, 48% Central lllinois [$ per Ton 270.90 289.60 -6.46% 274.80 -1.40%

* Chicken & turkey slaughter & production are 1 week earlier than the date at the top of this table. Cow & sow slaughter are for 2 weeks earlier
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