Daily Livestock Report

Bird flu is back. According to USDA and media reports, the highly patho-
genic H7N8 Avian Influenza was found present in a number of commer-
cial turkey flocks in Dubois County, IN. The virus was confirmed in a
60,000 head turkey farm on Friday but then on Saturday reports indicat-
ed that another eight farms around the initial location also were affected.
At this point we do not have total figures for all the turkeys affected by
the disease but it would appear that the number is over 100,000 head.
The fact that the disease strain found is different from the one that
caused so much destruction last spring does not appear to make much
difference. They are both highly pathogenic, which means that aggres-
sive culling of affected flocks is the best way to contain the spread of the
disease. Neither of these two strains, HSN2 and H7N8, has in the past
been associated with human deaths. Rather, the primary impact of the
virus is economic, causing significant losses for the affected farms. As for
the broader markets, we would view the overall impact as somewhat
bearish although that is for the most part speculative at this point. The
reason we view this as somewhat bearish for livestock markets is be-
cause the supply impact from this outbreak is quite limited, affecting a
small number of farms and a very small portion of the turkey supply.
However, the presence of HPAI (highly pathogenic avian influenza) in US
poultry flocks could delay the reopening of some export markets for US
chicken products. Chicken supplies are burdensome at this point and the
industry needs all the help it can get to normalize export demand. The
chart to the right shows egg prices following the outbreak of HPAI last
spring and summer. After a dramatic price increase, egg prices have
declined sharply. In part this is because egg supplies have normalized.
Also, it shows the demand impact as some end users likely found alterna-
tives or changed some of their product offerings. This is always the risk
following disease outbreaks. While initially the price impact is significant,
the risk is that prices then collapse once supplies recover and some of
the lost demand takes time to return.

Cattle futures were sharply lower on Friday following tech-
nical selling and extreme anxiety about the possibility of a global reces-
sion in 2016. There is broad acknowledgement that the collapse in crude
oil prices could have significant negative impacts for a number of coun-
tries. What is unknown/unknowable at this point is how the situation
may unfold, especially in emerging markets. US fed cattle and beef prices
are lower than a year ago but they still remain quite high from a historical
perspective. Recession in countries such as Russia, Venezuela and Brazil
was particularly negative for beef demand in 2015. The risk is that a
global recession could further limit US beef exports while at the same
time continuing to attract more beef imports into the US. Brazil is close
to gaining access to the US beef market, which could further add to US
supply availability. Needless to say, there are plenty of unknowns at this
point and futures appear willing to aggressively price a lot of the down-
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side risk, especially in the back end of the futures curve. In the short
term, packer margins are in pretty good shape thanks to still quite
strong beef prices and fed supplies that are still somewhat front loaded.
It will be interesting to see how the fed cattle market dynamic will de-
velop in the next three months. Strong packer margins will likely con-
tinue to keep cattle moving. USDA steer and heifer slaughter last week
is estimated at 448,000 head, 4.3% higher than a year ago. The choice
beef cutout is expected to decline in the next few weeks but if beef
prices hold together better than current futures pricing, fed supplies
could get current in a hurry, setting the stage for higher spring prices.
Keep you eyes on those dressed weights, they should tell the story.
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PRODUCTION & WKLY AVG. PRICE SUMMARY Week Ending  1/16/2016
Source: Various USDA Agricultural Marketing Service reports. Some data are preliminary.
Current Y/Y %
Item Units Week| Last Week| Pct. Change Last Year| Pct. Change YTD| Change
16-Jan-16 9-Jan-16 17-Jan-15

Total Beef, Pork, Chicken, Turkey mil Ibs., cwe 1,837 1,667 10.24% 1,803 1.90% 2,919 -2.1%)

FI Slaughter Thou. Head 568 550 3.27% 550 3.19% 1,163 -5.1%)

C |FI Cow Slaughter ** Thou. Head 81 80 1.11% 85 -5.24% 5,131 -5.9%)

T [Avg. Dressed Weight Lbs. 838 838 0.00% 813 3.08% 836 2.6%

T |Beef Production Million Lbs. 474.7 460.0 3.20% 446.5 6.32% 973 -2.7%
L |Live Fed Steer Price S per cwt 133.52 132.26 0.95% 163.17 -18.17%
E |Dressed Fed Steer Price S per cwt 209.57 209.75 -0.09% 263.16 -20.36%
Oklahoma Steer (600-700 Ibs) S per cwt 171.82 176.00 -2.38% 247.64 -30.62%
& |Choice Beef Cutout S per cwt 234.67 226.24 3.73% 261.51 -10.26%
Hide/Offal S per cwt, live wt 10.67 10.57 0.95% 15.31 -30.31%
B |Rib Primal, Choice S per cwt 327.54 328.31 -0.23% 340.45 -3.79%
E |Round Primal, Choice S per cwt 224.72 215.65 4.21% 249.23 -9.83%
E |Chuck Primal, Choice S per cwt 207.76 195.17 6.45% 234.60 -11.44%
F [Trimmings, 50% S per cwt 78.35 62.89 24.58% 140.38 -44.19%
Trimmings, 90% S per cwt 200.17 197.60 1.30% 301.84 -33.68%

FI Slaughter Thou. Head 2,300 2,369 -2.91% 2,244 2.51% 5,041 -2.0%)

FI Sow Slaughter ** Thou. Head 40.3 39.2 2.72% 40.6 -0.72% 2,844 1.0%)

H [Avg. Dressed Weight Lbs. 213.0 213.0 0.00% 216.0 -1.39% 213 -1.4%)|

O |Pork Production Million Lbs. 489.8 504 -2.82% 484.1 1.18% 1,074 -3.3%|
G |lowa-S. Minn. Base Wtd. Avg. 52.19 50.96 2.41% 71.60 -27.11%
S |Natl. Base Carcass Price Wtd. Avg. 55.65 54.65 1.83% 75.42 -26.21%
Natl. Net Carcass Price Wtd. Avg. 57.53 56.30 2.18% 77.03 -25.31%
Pork Cutout 205 Lbs. 71.26 69.94 1.89% 83.95 -15.12%
Ham Primal $ per cwt 53.10 50.69 4.75% 67.34 -21.15%
Loin Primal S per cwt 77.19 74.75 3.26% 92.23 -16.31%
Belly Primal S per cwt 111.68 106.20 5.16% 105.17 6.19%
Trimmings, 72%, Fresh S per cwt 48.39 39.41 22.79% 65.97 -26.65%

C |Young Chicken Slaughter * Million Head 160.9 135.4 18.80% 161.3 -0.26% 161 -0.3%)

H [Avg. Weight (RTC) Lbs. 4.73 4.68 0.97% 4.72 0.16% 6.22 0.2%

I [Young Chicken Production (RTC) Million Lbs. 760.6 634.1 19.95% 761.3 -0.09% 761 -0.1%|

C |Eggs Set (19-state) Million 206.6 205.0 0.77% 205.5 0.55% 207 0.5%

K [Chicks Placed (19-state) Million Head 169.6 169.7 -0.09% 170.1 -0.34% 170 -0.3%|
E [National Composite Whole Bird Composite 89.50 87.99 1.72% 103.13 -13.22%
N |Georgia Dock Broiler Price 2.5-3 Lbs. 113.12 112.49 0.56% 112.87 0.22%
Northeast Breast, B/S S/cwt 103.28 103.54 -0.25% 130.64 -20.94%
Northeast Leg Quarters S/cwt 2411 23.88 0.96% 43.15 -44.13%

T |Total Turkey Slaughter * Million Head 4.317 2.714 59.06% 4.35 -0.76% 4.317 -0.8%)

U [Avg. Weight (RTC) Lbs. 25.99 25.24 2.97% 25.53 1.81% 32.29 1.8%|

R |Turkey Production (RTC) Million Lbs. 112.2 68.5 63.79% 111.1 1.04% 112 1.0%)|
K |National Hen (8-12 Ib) 8-16 Lbs. 114.50 115.30 -0.69% 98.68 16.03%
G |Corn,Omaha S per Bushel 3.40 3.46 -1.73% 3.61 -5.82%
R |Distillers Grain, Chicago S per Ton 132.50 130.00 1.92% 175.00 -24.29%
A |Wheat, Kansas City (deliv.) S per Bushel 4.52 451 0.22% 5.75 -21.39%
I |Soybeans, Cntrl IL S per Bushel 8.90 8.72 2.06% 9.98 -10.82%
N |Soybn Meal 48%, Cntrl IL $ per Ton 283.20 276.40 2.46% 358.20 -20.94%

* Chicken & turkey slaughter & production are 1 week earlier than the date at the top of this sheet.

** Cow and sow slaughter reflect levels from two weeks ago due to reporting lag.
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