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Has the long-anticipated rally in meat prices begun? We think that
is a reasonable question given the developments in wholesale markets over
the past four weeks. And it is reasonable to look at wholesale markets for the
first signs of a rally since a) it is the market that is between two “margin”
players — packers and retailers — in the beef and pork sectors and b) it is the
level where several pieces of research have suggested that the bulk of price
discovery occurs. The wholesale cutout value charts for Choice and Select
grade beef appear on this page while the pork cutout value, 12-city composite
broiler and Eastern hen turkey charts appear on the following page. All ex-
cept the broiler chart show rather impressive gains in recent weeks.

You have read in these pages many times that supplies are being
reduced due to higher costs. Those supply reductions are, no doubt, a factor
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in these price rallies. Beef production is down 1.3% year-to-date. Pork pro- —+—2009
duction is down 6.9% and turkey production is down 4.1%. Only chicken —+—2010
production is higher so far in 2010 — by 2.8% relative to 2009. It is no sur- 110 — - Avg. '04-08
prise, therefore, that chicken prices are closer to year-ago levels than any of 100

the others. The recent year-on-year increase in chicken prices is due to a

counter-seasonal decline last year and a more-or-less normal seasonal pattern
so far in 2010.

Note that all of the year-to-date production figures are based on
daily data and are compiled by USDA’s Agricultural Marketing Service. The $/cwt.
weekly estimates can be found at http://www.ams.usda.gov/mnreports/ 160
sj_Is712.txt (beef and pork) and http://www.ams.usda.gov/mnreports/
nw_py017.txt (chicken and turkey).

The increase in beef prices is closely tied, we think, to weather
challenges during late January and February which have held slaughter levels
down and caused steer and heifer weights to drop in a normal seasonal man-
ner — far different than last year when weights were extremely high and steer
weights stayed constant while heifer weights increased during January and
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February. The cutouts for both beef grades now exceed year-ago levels by 1204 | —e—2009
over $15/cwt and the Select cutout has moved to a level significantly higher —+—2010
than its ‘04-’08 average, likely reflecting continuing lower Select grade per- 1104 | __ Avg. 04-08

centages. The Choice cutout being nearer the ‘04-’08 average is a symptom
of higher Choice percentages and, very likely, some continuing difficulties 100 ; ; ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘ ‘
with restaurant performance. J FM A M J A s O N D

The pork cutout has gained value each of the past two weeks in
spite of steadily growing weekly slaughter totals that, over the past three weeks have been roughly equal to the levels expected from the December 1
market pig inventories. Market weight are still running about 2 Ibs. lower than last year but we think demand — or expectations of demand — have
become more and more important. The announcement of an agreement with Russia and Canada’s agreement with China (which means a U.S. agree-
ment must be done soon, right? We hope so!) are both supporting current cutout values and CME Lean Hogs futures prices.

The most remarkable thing about he chicken price chart is that it has remained so steady in the face of the Russian import stoppage. As we
pointed out yesterday, the market must believe that a solution is imminent or we would have seen leg quarters falling, likely dragging down the compos-
ite. That has not happened and prices are holding up rather well especially considering higher production levels.

Comparing current prices to historic levels for each species also confirms another expectation: The poultry species can have a much quicker
impact on prices! While both beef and pork prices remain just above their averages for ‘04-’08, chicken and turkey prices are 18% and 11% higher,
respectively. Both species were able to make significant cutbacks in 2009 while pork just got started and beef was basically still thinking about it.

Get free real-time CME Globex quotes at
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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 solel 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 aleveraged investment, and because only a percentage of a contract'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 lifestyle. And
only a portion of those funds should be devoted to any one trade because a trader cannot expect to profit on every trade.

CME Group is the trademark of CME Group, Inc. The Globe logo, Globex® and CME® are trademarks of Chicago Mercantile Exchange, Inc. CBOT® is the trademark of the Board of Trade of the City of Chicago. NYMEX,
New York Mercantile Exchange, and ClearPort are trademarks of New York Mercantile Exchange. Inc. COMEX is a trademark of Commaodity Exchange, Inc. Copyright © 2009 CME Group. All rights reserved.
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