Cattle & Beef Market Outlook
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Welcome to the
Cattle Cycle




Relative Trend

The U.S. Beef Cattle Price Cycle
Historical Cattle Market Trend (10-12 Years)
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The Herd Expansion Formula:

Calves




U.S. Drought Monitor «November 22, 2022 |

Valid 7 a.m. EST
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50% of beef cows living
in drought conditions!

ﬂ.

AN

La Nina!

¥ Drought Impact Types:
r~ Delineates dominant impacts

S = Short-Term, typically less than
6 months (e.g. agriculture, grasslands)

L = Long-Term, typically greater than
6 months (e.g. hydrology, ecology)

Intensity:

[] None

[] DO Abnormally Dry
[] D1 Moderate Drought
[ D2 Severe Drought

Authorj.‘ . I D3 Extreme Drought
Brad Rippey B D4 Exceptional Drought

U.S. Department of Agriculture

The Drought Monitor focuses on broad-scale conditions.
O Local conditions may vary. For more information on the
é Drought Monitor, go to https://droughtmonitor.unl.edu/About.aspx
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Official NOAA CPC ENSO Probabilities (issued Nov. 2022)

100 based on -0.5°/4+0.5°C thresholds in ERSSTv5 Nifio-3.4 index
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Figure 7. Official ENSO probabilities for the Nifo 3.4 sea surface temperature index (5°N-5°S,
120°W-170°W). Figure updated 10 November 2022.
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Feedstuffs & Energy
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Spot Corn Futures
Annual Range of Daily Closing Prices

1! Annual Averages
1 2021 = $5.82
11 2022F = $6.95
1] 2023F = $6.25
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A tail of two halves:

Likely higher first half than new

crop in the second half of 2023.
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U.S. All Hay Production & Price
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Spot Crude Oil - Weekly
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Herd Liquidation &
Supply Implications




F.I. Slaughter (1,000 Head)

% of Total Sales Receipts

USDA Beef Cow Slaughter
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2021 YTD. 3.06 mil.
50 2022 YTD. 3.43 mil.
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Weekly
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Heifers as % of U.S. Feeder & Calf Sales

10-Yr. Avg. =—2021 =—==2022

80% Std. Error

T 2022 YTD: 42.2%
30%

2021 YTD: 41.3%
10-Yr. Avg. YTD: 39.3%
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Source: USDA

On pace for a record-high
culling rate of 13%

Still too many heifers in
the slaughter mix and
heading to the feedyard




Beef Cow Inventory
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33.5 + 2022 301 mil. -2.3%
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Million Head

115 Dairy Cow Inventory
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Estimated Beef x Dairy Calf Crop

Based on Semen Sales

2.60

5 Million Head potential with
80% of the dairy industry
utilizing Beef x Dairy
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Monthly USDA Cattle on Feed
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U.S. Steer & Heifer Slaughter

Down 2.5
Million
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U.S. Commercial Beef Production

From 2022 to 2025 -10% | L
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Billion Pounds
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U.S. Beef Imports and Exports

Imports

o7

N

Exports

BSE

2022F exports +4%, imports +10%

2022: Increases in exports into South Korea
and China. Limited imports from Australia
and New Zealand, with increases from
Brazil, Mexico and Canada.

| I 1 I | I

I I

|

I

I

I I I I 1 I I I I I I I I I | I

98 00 02 04 06 08 10 12 14 16 18 20 22 24

Source: USDA
CattleFax Projection

YEARS




Billion
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U.S. Beef and Beef Variety Meat
Net Export Value

$2.5
$2.0

$1.5

$1.0

$0.5
$0.0 -

Value of exports is $0.60/lb. greater
than the per Ib. value of imports.
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Per Capita Net Beef Consumption
70

68

2021 +0.5 Ibs.
F2022 +0.4 Ibs.
F2023 -2.3 |bs.
F2024 -2.1 Ibs.

Pounds

Declining beef production
and continued strong
export demand will tighten
domestic supplies
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Source: USDA, Years
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Billion Pounds

o8 U.S. Beef, Pork and Poultry Production

106 2022F 2023F
104 Beef +0.9% -4.2% f |
Pork 2.0%  +0% /|
102
Poultry +1.2%  +2%
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Pounds

225
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215 -

Per Capita Red Meat & Poultry Consumption

221.4 1bs. +0.1 Ib.
F2022 222.9 Ibs. +1.51b.
F2023 222.6 Ibs. -0.3 Ib.
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Source: USDA
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Inflation, Recession &
Beef Demand




U.S. Inflation & Interest Rates

==Consumer Price Index ==Prime Interest Rate
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Shaded areas indicate recessions




% of Civilian Labor

U.S. Unemployment Rate

16.0

15.0 -

14.0 - 10.6 million open positions in October and

13.0 - 6.1 million unemployed. That’s 1.7 jobs per
) person looking for work.
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U.S. Real Per Capita Disposable Income

$70

$68
$66

$64 +— The average consumer remains financially sound,
but inflation is quickly eroding pandemic savings
— | and damaging consumer confidence.
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USDA All-Fresh Retail Beef Price
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Choice Beef $7.42 -6.1%
All-Fresh Beef $7.25 -4.0%
Ground Beef $4.84 2.5%
Composite Pork $5.05 4.8%
Composite Broiler $2.54 16.6%
Fresh Whole Chicken $1.86 22.3%
Boneless Breast $4.67 30.1%
$3.42 87.8%

Whole Milk ($/gal.) $4.18 14.2%

Source: USDA, BLS, CattleFax
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Annual U.S. Retail Beef Demand Index

Beef demand remains historically strong!
Happy Today = High Quality/Taste
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1X Recession and inflationary
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long-term trend. Forecasts '
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USDA Prime+Choice Grading Percentage

90%
Quality and consistency
85% improves beef demand!! 83% 83Y
0 ©97 829,
80% PR Top 2/3 CH

2005 2.5% 14%
75% 2010 3% 16%
2021  10% 24%
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U.S. Wholesale Beef Demand by Grade
-@-USDA Choice Cutout -m=USDA Select Cutout

. Choice beef demand has grown 60% from the demand
lows in 1998. Select beef demand has not grown!

989900010203040506070809101112131415161718192021 2223

Source: USDA, BLS, K-State, CattleFax Years




Prices & Profitability




Fed Slaughter Capacity Utilization
Vs. Monday-Friday Packing Capacity

mm Effective 40-Hr Capacity =aLost to Disruptions & Ineffiencies =e=Wkly Avg Fed Sitr

570
960 Existing facilities appear back to pre-Covid
550 efficiencies. Modest expansion expected.

Meanwhile, declining cattle supplies are
set in stone for several years.
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Fed Cattle Price as a Percent of the
Composite Beef Cutout Price*
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CattleFax Fed Steer Price
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CattleFax U.S. Fed Steer Price
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216 Annual U.S. 800-Ib Steer Price
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CattleFax U.S. 800-lIb. Steer Price
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Annual U.S. 550-Ib Steer Price

F2023: $225 Avg. (+$30),

$195-$245 Range
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CattleFax U.S. 550-Ib. Steer Price
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$/cwt.
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CattleFax U.S. Utility Cow Price
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Annual U.S. Average Cattle Prices
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$/head
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Industry Profitability
Cow-Calf Through Packer

Em Cow-Calf mStocker BFed Cattle OPacker

I
Margins will continue
to cyclically shift to
cattle producers

Average |

$300/hd |

Average

$32/hd

Demand Growth at Work!

=

Not sustainable!

No consumer focus.
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CattleFax

« Supplies: Drought will subside in 2023 but liquidation will
drive years of tighter cattle supplies and beef production.

« Demand: Recessionary and inflationary challenges are real
but U.S. beef demand is expected to remain resilient.

« Prices and margins: Expect higher prices into mid-decade,

outpacing input costs and driving improved producer
profitability.



Thank you!

Questions?

Patrick Linnell
plinnell@cattlefax.com

Become a member!
www.cattlefax.com
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