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Driving the global meat trade

Animal disease and tariffs...and demand

Pork Beef
* China & Vietnam — ASF & tariffs + China
* Europe — ASF & Brexit * Global supplies — drought
* Mexico —tariffs * Economic growth — demand
 Japan - Japan-U.S. urgency * FTAs

**Maximizing carcass values and adding value through
the chain, from corn and soybean farmers to
processors and exporters

**Providing customers around the world with
affordable, high quality red meat



Pork trade in the year of the pic

 Global pork trade will set new records this year
* The degree to which the U.S. benefits will depend largely on tariffs

Four key areas:

e China & Vietham — ASF & tariffs
* Europe — ASF & Brexit

« Mexico —tariffs

 Japan — Japan-U.S. urgency

 Strong demand remains in the rest of world,
But will be impacted by above & economy
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U.S. to continue to lead production

growth for top exporters

Pork Production for Top Exporters
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In a scenario where China’s production drops by 15%

(-8 million mt), exports to China could increase by +1.5 mmt
Maximum increase is about 2.7 mmt —requires surge in U.S. pork

Pork/pvm Exports to China/HK
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Driving global pork trade to a record 9-10

million mt ... max is 11.5 mmt, +40%
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Pork exports mostly flat outside China...

Because growth across most markets
has offset the loss of Russia & Ukraine buying

Pork & Variety Meats to Rest of World ex China/HK
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Source: GTA and USMEF estimates
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China already the largest importer of porici @‘\
growth last year was in the rest of the worlc

Expect continued growth in the major import markets, but could come down to price if
China/global supply shortage materializes later this year
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Pork & variety meat imports from all suppliers
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As of January, hog prices reflected abundant supplies

.. and retaliatory tariffs; Vietham as the exceptio

Estimated Carcass Prices
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U.S. futures now waiting for something

more tangible? China March 1 Deal?

o U.S. Hog Carcass Price & Futures
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President Trump’s ambitious plans to remake U.S. commercial policy have churned

up uncertainty about the global trading system.
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No. it's not here: rumours of African
swine fever in Canada are false

fice Premier LiuHe, left,inthe O
economies. PHOTO: MARK Y

retween the world’s two larg

Photo by Simon 4

BvJacob M. Schlesinger



Hog prices rebounding

after CNY: spread narrows

Inner Mongolia
Beijing -580
&0

Tianjin -390
Mingxia Shanxi

-10 -60

Shaanxi

China’s Hog Prices in January 2019

$1.60
$1.40
$1.20 +7% yoy
é’ $1.00 +2% Hinnim
o] (y O (0] _10cy
> First cases in
vi $0.60
3 Shandong,
$0.40 o
Guangxi, and
$0.20 Vietnam this
§- week!

Ntl Avg Liaoning Henan Sichuan Guangdong Zhejiang

Em5-Jan E12-Jan E19-Jan E26-Jan H2-Feb m9-Feb m16-Feb




China's Broiler Prices » <. ME
SRl
DCOrQe 2N K . 2
1R
—32011 ﬁ,, é‘f'
— 012 ) . . . = “ry FE‘DE?J'&
3013
— 7014
2015
2016
el ) 017
(018
e 2019 . B . .
China’s per capita consumption
60 3.8
15 T T T T T T T T T T T 4'1
1/4 2/4 3/4 4/4 5/4 6/4 7/4 8/4 9/4 10/4 11/4 12/4 50 1 1 4.2
3
China's Live Hog Prices, Weekly o 40
22 =
— 2010 ©
—0n | & 30
[}
o~ \_ ~ | 2
(o)1)
__L. 2013 4 20
/ . ‘-\‘ —2014
. TSR - ——2015
\ ’ i e 2016 10
Y T8 2 ol . o e ; SISk 2017
k i 7 ()18 -
' 2019 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019e
B Pork ®Poultry MHBeef
g 2019e shows 15% decrease in China’s pork production
'\«\“ "L\b‘ ”J\bu b\\b‘ 6}\& {O\\h /\\D‘ ‘b\h o}\b‘ 50\“ '\?’\b& '{}\h
MARA data




FEBE?‘?‘

ASF in Eastern Europe §= ‘&-'\\

EU ASF-infected countries=
* 4.4 million mt pork

* 50 mil head slaughter

* 19% of EU 2017 production

 Poland, Hungary & Belgium
are/were major pork exporters

* Most major importers have not
recognized regionalization for
ASF and impose country-wide P S
import bans after findings ‘ | [

* Remains active in 2019 s
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Brexit and especially a Hard Brexit could impact

over 1 million tons of pork trade

Metric tons
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U.S. pork industry expansion is built on export potential (E\\
U.S. must be seen as reliable supplier again
4,000,000 $10 Pork exports
accounted for 22.4%
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Top 2018 U.S. Export Growth Markets.::

the silver lininc

Year-over-Year U.S. Pork Export Growth
Jan - November
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Korea importing record volumes of pork;

growing consumption & U.S. share

Korea’s Pork & Variety Meat Imports Total imports: 600,000 mt, +17%;

U.S.: 212,000 mt, +30%
U.S. market share increased from
31.6% to 35%
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Growth did not fully offset the dramatic

slowdown to Mexico & China

Year-over-Year U.S. Pork Export Growth
Jan — November 2017 and 2018
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Loss summary: impact of retaliatory dutis {o ((@\\

U.S. Section 232 (China & Mexico) & 30

« U.S. ham primal -19% or -$6.63 per head

« U.S. picnic primal -22% or -$3.32 per head

* Loss in ham + picnic value = -$9.95 per head

* Front & hind feet & picnic hocks = -$1.80 per head o

Economist o v

« Hams + picnics + feet lost value = -$11.75 per head

. China v America
 $860 million loss when spread across June-Dec harves

 SOME PACKERS ARE RENDERING CHINA PRODUCTS!
* Lost market share & customer efforts to diversify
* U.S. as a reliable supplier????

L

—




U.S. beef is #1 on a $ basis and global beef trade

a new record in 2018 at >$38 Billion, up 9%

Beef & Variety Meat Export Value, Billion USD
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Overall beef export volume up 6% last yee

Beef & Variety Meat Export Volume
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Driven largely by China’s buying ﬁ\\
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1,200,000 Beef & Variety Meat Imports
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Beef exports to the China region are now

double the volume imported into the U.

Beef & Variety Meat Imports
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South America dominating China's (%\\
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imports, accounting for ~70%

Grain-fed
increases to
+50% around 6% or
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Australia shipping more grain-fed to China; e ((ﬁ?‘;\\

with limited plants approved

Tariff advantages Aus vs. U.S.:
Australia’s grain-fed exports to top markets Japan 27.5% vs. 38.5%

o

180,000 . Korea 24% vs. 18.7%
160,000 +8% China 6% vs. 37%
140,000
120,000 But weather continues to
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40,000 ZO(y
- (0]
20,000 - ey
- 25% gy -28%

EU U.S. HK Taiwan

Japan Korea
0l6 m2017 m2018

2018 main markets ~280,000 mt, +13%



China accounting for 80% <,
) ° (( “\\
of the increase in beef trade RES

The tonnage change in 2018 beef/bvm import volume
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But the growth for U.S. beef has bee

Korea, Japan, Taiwan & ASEAN

Jan-Nov 2017 and 2018 growth year-over-year in U.S. beef/bvm exports
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Underpinned by growing con

Per Capita U.S. Share of Total
Consumption Beef Consumption
(2016 and 2018est) (2016 and 2018est)
Japan 6.7 kgto 7.5 kg 23% to 27%
Korea 11.5 kg to 12.5 kg 27% to 33%
Taiwan 4.67 kg to 5.35 kg 38% to 42%
China 4.2 kg to 4.33 kg 2%
HK 17% to 18%
Mexico 14 kg to 14.15 kg 9%
Canada 18.4 kg to 18.9 kg 15%

Source: USDA/FAS, GTA & USMEF es



U.S. beef and variety meat exports set a new Py

[ ] [ J A §
record in 2018...growth to continue
2018e:1.35 mmt, +7% ] N
$8.3 Billion, +15% >Jan = Nov
2,000,000 S NP beef export
1,800,000 / value per
1,600,000 - $10 head
averaged
1,400,000 o A $320.72, up
£ 1,200,000 - ¥ $38.380r
- CC) +14%.
£ 1,000,000 - $6 =  >Beefexports
= 800,000 “  accounted for
600 000 - $4 11.1% of
' production
400,000 e and 13.4%
200,000 when adding
variety meats
i - %0 up from 10.3%
and 12.8% last
year.

Source: USDA/FAS & USMEF
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Summary (g

* It will be another wild year, with trade driven by forces out of our control:
disease and tariffs

« U.S. maintains supply advantage

+ U.S. red meat exports will again be record-large, barring our own crisis

* Degree to which U.S. is able to supply the world depends on trade policy
* All meat producers globally are looking to sell more to China

* China’s pork supply “hole” will be partly offset by reduced consumption and
larger imports of pork, poultry, beef, sheep- the big import surge might not
happen until late 2019-2020

» Mexico's domestic pork industry is growing

 Japan’'s imports will continue to set new records, with growth going to our
competitors until a U.S.-Japan trade agreement happens

* Longer-term potential is significant, as U.S. has the production base & natural
resource advantages but must also have partnerships and trade agreements

« Opportunities for more branded and value-added products?




Thank You...and Happy Year
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 Growth of Meat Trade 15
minutes

» Over the past 10 years, global exports of beef and pork have
Increased by more than one-third, supported by economic growth
and an expanding middle class. Although demand is growing in
most regions, much of the increase in exports is due to surging
demand from China. During the same period, Russia drastically
reduced imports of beef and pork, increasing competition for
markets in Asia. This speaker will discuss expansion in red meat
trade focusing on future opportunities and challenges to growth.




South America’s reliance on China )

Accounts for >50% of Arg. & Ur. exports

Exports to China/HK and to the Rest of the World, 2018
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U.S. and Brazil leading the growth in beef ((Q-S'M’iy\\
production for top exporters &

Beef Production, Top Exporters

+2.5% +1.1%
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Drives a 10%-15% increase in total -
exports vs. 5% baseline forece RE

(s}
FFFFFFFF

* The increase to China is 1.5 million mt, of which 900k mt can come from

the EU
* Drives EU exports to 4.45 million mt, +27% BPRIEE|IEIeIa A a1irRee i Rie
« Canada’s growth could be constrained limit U.S. export opportunities
in China and Mexico

« And the hedge against EU ASF ... >>The “hole” in China’s

favors U.S. growth supplies might not materialize
 Latin America until later in 2019, with a more
« Korea, Japan significant import surge in 2020

* Southeast Asia
« U.S. 2019 export potential scenario... 2.75 million mt, +15%
* It's going to come down to tariffs and prices.
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Booming Aussie grain-fed exports..

continues to limit overall prod

« 2018 CY grain-fed exports >280,000 mt, accounting for a quarter of
Australia’s total exports and a new record

* Japan: up 8% to 153,000 mt (48% of exports to Japan)
» Korea: up 15% to 57,600 mt (34%)
* China: up 87% to 49,470 mt (30%)

Figure 4: Feed grain and feeder steer prices Chure < Suartany gremnies beel sxports
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Transportation of pork in China~ Boyar esti

In 2017, there were 16
provinces transported
pork out of the province,
a total of 11.53 million
MT.

Gansu Inner Mongolia

-70 60 Beljlng -580

Taniin -30 There were 15 provinces

transported pork into the
province, a total of 13.54
million.

Ningxia  Shanxi
-10 -60

Shaanxi
40

Qinghai
-30

Tibet
-30

B mport >100
[ ] InBalance: --100~100
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[ 1 Export: 500~990
B cxport: > 1000
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China’s hog prices low going

into Chinese New Year

China's Live Hog Prices, Weekly
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China's Implied Per Capita Pork Consumption ((?E“\\
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Domestic is in carcass wt; Imports are product weight but include cuts & variety
meat; 2019 shows 10% production decrease scenario
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EU exports cor)tinued to grow, without CEE;‘;\\
access to Russia and despite ASF

EU pork & pork variety meat exports to top markets
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Especially to Asia...they remain key suppliertc

China and China is by far their biggest marke

EU pork & pork variety meat exports to top markets
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* With sharp increase in pork - —
prOduction (Jan_oct 2018 +2.7%) N Spanish Hog Carcass Prices Weekly

* Sluggish intra-EU demand and -
relatively steady exports _ ‘k S A

\
Risks for their production: . = \
- ASF, high feed prices, low hog prices s Pgw

« 2019F is for steady production

—2012
—2013
w2014
2015
2016
=8=2017
={i=2018
==fy=2019




E,‘]}

A bit of a rebound in EU pigle ()
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EU evolution of the EU average piglet prices

(€/head)
Week 4 latest price ==> 42.31 EUR/head
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Canada’s exports slow to China & U.S. but growth

to Japan, Mexico, elsewhere in Asia

China/HK accounted for 24% of Canada export volume, down from 29% in 2016
Canada’s pork & variety meat exports
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2018: 1.15 MMT, -2.5%
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Mexico's pork imports record-large (=)
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U.S. market share dropped

Exports of pork/pvm to Mexico from 87% to 85%
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With a strong finish to 2018 as tariffs

remained on U.S. pork

Mexico's Live Hog Prices, Pesos/kg
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Mexico's efforts to diversify suppliers ()
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Pork exports to Mexico, excluding variety meats
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Growth in Mexico’s pork exports...CPTPP

Mexico’s Annual Exports, including variety meats
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U.S. - Japan trade agreement

» Urgency: all is not yet lost, but we are now way behind
* Japanese market booming / in transition

« Companies looking to invest for future — noting decrease in
Japanese production expected, high labor costs, etc.

 Expect continued growth in Japanese red meat consumption and
imports accounting for a larger share of the market

* Need assurance that U.S. will be FTA/TAG partner soon
« What is the reality for rapid progress / agreement scope?
 Exporter priorities conveyed to USTR= level playing field ASAP

* Near-term loss estimates: $600 million pork and $550 million beef
... lost opportunities exceed $1 billion each in 10 years

* http://www.usmef.org/usmef-assesses-potential-pork-and-beef-
industry-losses-due-to-japans-preferential-trade-agreements/



http://www.usmef.org/usmef-assesses-potential-pork-and-beef-industry-losses-due-to-japans-preferential-trade-agreements/

“Niku Boom®” Japan imports record volumes c ﬁ‘\\
vork (>$5 billion)

Japan’s Pork & Variety Meat Imports
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Total imports: 1.16 mil mt, +0.5%;
U.S.: 407,000 mt, steady
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Japan'’s imports of U.S. pork ()

Japan’s U.S. pork imports by category
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Canadian pork gaining chilled market share

Japan’s Chilled Pork Imports
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Initial tariff reductions on implementation (Dec 30 for CPTPP

and Feb 1 for EU) and again at start of JFY, April 1,2019

Japan’s Tariffs on Pork Imports
20.00%

Tariffs are eliminated by
2023 for prepared pork
Zero by & sausages; and by
2023 2027-2028 for
chilled/frozen pork and
ham & bacon
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. 8% 2027 6.60% Zero by
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mU.S. ®CPTPP &EU Implementation ® CPTPP & EU April 1, 2019

Source: USMEF and agreement text
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Record-large GSP imports, driven by EU, Mexico, Chile; (ﬁ"\\
Canada ...FTA partners N
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Japan’s imports of ground seasoned pork EU market
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Korea producing & importing more pork

most imports duty-free

Korea’s Pork Situation
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Many variables impacting U.S. hog prices
Crisis = opportunity?
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Europe’s cases mostly in wild boar; Romania

most active in domestic, backyard & large

Cases of ASF in European Countries in 2018

3,000
B Domestic m Wild boar
2,500 2,438
2,000
§ 1,500 1,443
° 1,163
1,000
685
500
170 109 105 4, 51 161 138 10
0 ] - - i ] ] =
Romania Poland Ukraine Lithuania Belgium Hungary Latvia
Jan: 22 domestic;  Jan: 1 domestic; Jan:2 Jan: 67 wild  j3n: 67 wild Jan: 95 wild Jan: 70 wild
44 wild boar 223 wild boar domestic



Europe’s big exporters )
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EU pork & variety meat exports to third countries
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Europe’s big exporters mostly producing E\\
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more pork, except German

EU pork production by top exporters
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Australia cattle
(g

on feed set new record

* COF to a record 1.13 mil head (Q3 2018)

* Dry pastures and strong Asian market
demand for grain-fed beef

« 2017-18 feedlot marketings were a record ****

Australia Cattle on Feed Quarterly Inventory

2.83 mil head 000,000
* Total slaughter in 2019 estimated at 7.6 mil 2012
head, -3%; (following +9% in 2018) ' "
* Production 2019 est. at 2.2 mmt, -4% 600,000 2015
- Significant female slaughter (+22%) means .00 .
smaller breeding herd. . 2018
- Feed stockpiles depleted and better than
average Northern wet season needed 0

° WheatA$43.2/mt; +36'% oy Whi/e gral:n_ Source: MLA, ALFA survey; head
fed cattle prices were below year-ago in Q3



12-months endlng December
Chilled Frozen Total

Australia’s chilled/frozen beef

Volume

(tonnes swt) 12-months | Y-O-Y | 12-months | ¥-O-Y | 12-months | Y-O-Y

ending % ending % ending Y%
December | chg. | December | chg. | December | chg.

e Total 1.125 mmt, +11% or +110,000 mt  [ru 208482 | & | 827176 | 12 |1,125657| 11

. us 63918 | 0 | 167260 | -2 | 231,187 | -
* But still 20,000 mt below the 5-year
Japan 128920 | 10 | 186971 | 7 | 315801 | s
. (o)
e 2019F: 1.03 mmt' -8% South Korea 36728 | 9 | 133646 | 16 | 170373 | 15
. China 13744 | 127 | 148930 | 43 | 162683 | 48
(WatCh MLA Update in late Jan) Canada 1389 | 412 | 21601 | 18 | 22900 [ 15
Taiwan 4853 | 3 | 24585 | 6 | 20438 | 5
Indonesia 4,196 12 53,154 16 57,349 15
Philippines 874 14 | 35914 | 11 | 36788 | 11
EU 14838 | 14 | 828 57 | 15666 | -12
Rainfall Percentik: Ranking Saudi Arabia 3, 155 23 E,GBT -13 9,242 -4
10 —
L Doty Malaysia 0247 | 6 | 8593 | 1 | 10840 | 2
Savere
Deficienc
o UAE 5,208 1 3,522 2 8,729 1
Record
Singapore 4106 | 12 | 2003 | 5 | 6100 |
Hong Kong 3,703 11 2,681 -38 6,384 17
Thailand 1923 | 16 | 4457 5 | 6,381 8
T honl 3! Dosetor 3015, ' Other 8,681 26,926 35,607
Distribution Based on Gridded Data Y |
Australian Bureau of Meteorology
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