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Cattle & beef price transparency

An issue of concern to beef producers in most countries

|s deteriorating due to increasing buyer concentration & the growth
of non-cash marketing

Producer share of the retail dollar is declining in most countries

Is seen as the magic key to producers receiving a fair price for their

cattle!



Surveyed the agri benchmark network

Countries Farms

Beef farms 32 160

I Participating countries 2015

[ 1 Contacts for further growth a



Cattle farmers receive a fair price from abattoirs?*
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*Over the past two (2) years, how often would a cattle farmer have felt they received a fair price from abattoirs? &

Source: Survey of agri benchmark members



The Irish provide a colourful example
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Concerned about supply chain market transparency?
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Over the past two (2) years, have cattle producers in your country been concerned about whole supply chain
(from barn/paddock to retail) market transparency?
Source: Survey of agri benchmark network members



Why target price transparency?

Price transparency along the supply chain can:

Improve price discovery — communication of consumer needs back all the way to producers

improve beef quality (better meeting consumer needs)
Cause regional market prices to move more closely together

Increase market stability
Promote trust and cooperation along the supply chain
Promote alternatives to cash markets

AMA’s - futures, formula, forward contracts etc

AMAS, in turn, can:

improve beef quality
increase processor & feedlot efficiency & reduce costs

reduce risk for all players
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Most frequently used selling methods worldwide*

Weaners Finished cattle
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*For weaner cattle, rank the selling methods from most frequently used to least frequently
used over the past two (2) years?

Source: Survey of agri benchmark members



Use of price risk management tools

Futures
s US (CME)
* Canada (CME)
* Brazil

Insurance

* Canada

* Peru

Fixed price

* Austria

Forwards

Common

* NZ (dairy beef)
* Switzerland
* Canada

* US

A little

* Australia

* Argentina

* Austria

* Botswana

* Uruguay

* France

* UK

* South Africa

* Sweden

Source: Survey of agri benchmark network members
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Frequency of cattle price information
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®m How frequently is cattle price information available for free?
How frequently is commercial (paid for) cattle price information availa

Source: Survey of agri benchmark network members
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Cattle & beef price transparency in Australia
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Australia prides itself as being at the forefront of ¢
sophisticated product quality & integrity systems =z,
with electronic cattle ID, MSA 4O

Grassfed cattle levy allocation

MNational Residue Survey ($0.29)
MLA (RE&D) ($0.92)

A \ \
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Australian v

Meat

MLA (Marketing) ($3.66)

Animal Health Australia ($0.13)
TOTAL LEVY $5

Per head, per transaction
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But when it comes to cattle & beef trading we
are rather primitive

»




Price transparency in the Australian beef
supply chain

National Livestock Reporting Service —— -
mia porting ——

MEAT & LIVESTOCK AUSTRA . X X , Casing Wodneeda
- the leader in livestock inteligence X Corcoorprime | Tuesdey |

= CTLX Carcoar Store Friday*
Dubbo Prime Thursday

Dubbo Store Friday

Finley Friday

Forbes Monday

Tuesday

IRLX Inverell Tuesday

Moss Vale store Friday*

Scone Tuesday

Singleton Wednesday
TRLX Tamworth Monday
‘Wagga Monday
——
Victoria

Ballarat Monday
Bairnsdale Prime Thursday

Baimsdale Store Friday**

G Tuesday
Colac Thursday

Le tha

NVLX Barnawartha Tuesday & Wednesday
Pakenham Monday & Tuesday

Tuesday
Queensland
COLX Gracemere Eriday
Dalby
i Emerald Thursday
ln'on’r'::;:;“ Roma Prime Thursday
mobile ap: Roma Store Tuesday
Toowoomba Monday
Warwick Tuesday
South Australia
Mount Compass
Mount Gambier
Naracoorte Tuesday
SA Livestock Exchange Monday
Ben Thomas Northern Tas Saleyards | Tuesday
Manager, Market Information and NLRS Western Australia
Bayanup Prime Tuesday
Boyanup Store Friday*
Mount Barker Thursday
Muchea Mondai-

*Monthly *Every2nd Friday of month




Beef cattle selling methods: specialist producers

Australia Small to Large Family
20,000 farms Medium Family Farms Corporates
16,000 farms (85%) 2,400 farms (12%) 500 farms (3%)

" Paddock |
Paddock

Dlrect

processor

Paddock

processor

= Auction
m Direct to Processor (over-the-hook)
m Paddock sale

Other (mainly electronic)

Source: ABARES AAGIS



Price transparency in the Australian beef
supply chain

CONSUMER




Recently the price fairness & transparency issues have come
to a head

250
Why?
* Low cattle prices & failure to reflect surge in global S 200 o
beef prices from 2011 to 2015 — due to drought \3\ World beef price index (OECD)

« High and increased concentration in beef processing
& retailing
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* Falling farmer share of the retail dollar
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«  Behaviour of 2 dominant supermarkets towards Australian cattle price index

Index (2000-2009

suppliers of some agricultural products 50
Response
. 0
+ Industy studies R
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« Government enquiries & recommendations for

industry action Source: FAO & MLA &



Government cattle & beef market study recommendations
October 2016

* Price grids available & easier to compare

» Better & more standardised price reporting on saleyard cattle, co-products & retail beef
* Report cattle sale prices direct-to-abattoir & to live exporter

* Objective carcase grading

« Uniform and independent industry cattle trading complaints and dispute resolution
process

* Improved carcase feedback to producers

 Improved buyer conduct at auction markets — improved buyer registration & licencing of
agents, prominent terms of auction, record of buyer identities and shares etc.

Against mandatory price reporting at this time but:

“Ministers may wish to consider alternative approaches if progress is not made.”

g



Other interesting observations from industry studies

* Price transparency is multifactorial - horizontal line of sight/vertical line of
sight/confidence in payment systems

» Suggests a range of solutions are needed

 Reasonable amounts of cattle and beef price and market information already
exists in Australia.

» Addressing gaps in information and providing improved analysis is likely to result in
producer benefits which exceed costs

* but on it own net benefits are reasonably small

Substantial net benefits are only likely to arise if either:

* It gives rise to an Australian futures market for cattle or beef

* Itresults in a move towards value based selling/marketing E



US experience: Mandatory Price Reporting

Introd uced |n 2001 USDA United Stales Deparimont o Agriculure VT IS — LIVESTOCK, POULTRY & GRAIN
ﬁAgncultural Marketing Service irel aughter Cattle Reporting Dashboar MARKET NEWS
i i T e g
In response to increased buyer concentration, S —r—r— wross @
fall in cash sales & general distrust T Neaatnted Cash Slaughter Catle Neoetated Cosh Shaghier Cate .
Head Count W/E May 8 2017 Head Count W/E May & 2017
Has largely settled producer discontent g e T
) ) ) ) 5 Area 140,937 4 40.2% 4 86.1% ’ X
General high level of satisfaction with the o 2 O I f — "o
TA/MN 33,626 51.2% £9.4% olorado
System Nnow: cegen ation! | [ranses 37441 ¢ 54.8% 4 139.0% _Cl-““’"
Nebraska 54,310 4 17.9% 4 54.0%
*  Benefit in detecting trends, net sales value & deciding CETANN /oK ] LIl ol s W o
when & how to sell cattle '
) Regional Comparison
. Reliable & accurate
} National Negotiated Cash Slaughter Cattle
Head Count W/E May 8 2017 - 3 Month Data Set

. Good & clear visuals & data presentation

. Widely understood

. Fast & 3 times/day data release - /\/m__“ - E"gm;:

° Extensive data detail i ~%

Has brought prices in the 5 regional markets

closer together — better price discovery & —

SArea 202 head Live Steers 202 head @ $139| ’Q

red u Ced I n Stab I I Ity Steers 202 r;ead e usg.uu‘ Lwe Heifers NoTrades  Dressed Steers 35head @ $222.00  Dressed Heifers  No Trades

Source: https://mpr.datamart.ams.usda.gov/amsdashboard/cattle/Cattle_Dashboard_Option_1.html



US experience: meat prices

“Best data in the world on wholesale value”

Cut out values have assisted producers to
assess fair cattle price & price trends

[} Boxed Beef Dashboard X

& C | @ Secure

Apps vy RBA: Historical Data @ BOM <p Netbank [[3 Facebook G hitpy//wwwgoogle<

Carsales Network | Mess X

|_Option_1.html

https://mpr.datamart.ams.usda.gov/amsdas

G Google 2§ Fiights, Cheap Hotels G Can the Epsom WF-2  f; Cycling Spain's Nort

LIVESTOCK, POULTRY & GRAIN
MARKET NEWS

USDA. unitad states Department of Agricutture
Za M9ricultural Marketing Service Boxed Beef

Reporting Dashboard

Aggregate BeefData

Weekly Boxed Beef - Weighted Average Price - Negotiated
W/E May 5 2017

Volume

Conversion: 1 Load = 40,000 Ibs

Boxed Beef - Selected Item
CH 1124 Rib Ribaye Bnls Heavy

# IMPS Code / Description Current | YearAgo | 3-YRAvg |+ CH 112A Lipon Heavy
1 CH 112A Rib Ribeye Bols Heavy sz ¢ seonze 4 wrsanl |

2 SE 112A Rib Ribeye Bnls Heavy $64229 §  $6B193 § 69398

3 CH 114A Chuck Shoulder Clod Trmd §23135 4 §19570/4 22685

4 SE 114A Chuck Shoulder Clod Trmd $23291 4 619267 §  §22665 imus dorsi on both the chuck

and loin enc

5 CH 116A Chuck Roll Ll Neck/off §275.00 4 §235.67 ¢ £270.29

6 SE 116A Chuck Roll Ll Neck/off 25745 4 £259.3

7 CH 120 Brisket Deckle-off Bnls sz |

- Yield to Carcass: 3.5%

Cattle Ratio |

' il Report Comparison Ttem Comparison
CH 112A Rib Ribeye Bnls Heavy Boxed Beef - Prior Period Comparison
Weighted Average Price - W/E May 5 2017 - CH 1124 Rib Ribaye Bnls Heavy - 3 Month Data Set
415900
o —
, A /.‘
5800 - .
\— ~ : A "4
P === S .
700 =
. 7/:»—/ B @ Current
) _ / B © Prior Year
. 5 W =
o awm o eys || T e B O e g
Wesk Ending .
| 400
2717 224 33 3/10 317 324 3/31 47 4/14 4/21 4/28 5/5
QExcel csv XML PDF Download
Daily Market Informat;
May 102017 National Numbers Choice Cutout ~ $244.58  Change from previousday 242 SelectCutout  $224.62  Changefrom previousday  §150  Total Choice| {3

LPGMN Home | AMS Home | LPGMN Site Map | Rule Making | USDA.gov
FOIA | Accessibilty Statement | Privacy Policy | Non-Discrimination Statement | Information Quality | USA.gov | White House

https://mpr.datamart.ams.usda.gov/amsdashboard/boxed_
beef/BoxedBeef Dashboard_Option_1.html

l\/



ational Weel e An ummary

l ' S - - Des Maines, lowa Mon May 08, 2017 USDA Livestack, Poultry & Grain Market News
X e r I e n C e For Week Ending: 5/5/2017
e p ™ This Week Prior Week Last Year
LM xXB463 NATIONAL COMPREHENSIVE BOXED BEEF
[CUTOUT VALUES 22092 21456 203.70 | ..
[Primal Rib 34353 337.80 315.49 | 2
[Primal Chuck 17285 16796 156.71 | =
packers & end users & B E &
[Primal Loin 32060 31086 298.00 |
[WEEKLY COMPREHENSIVE ITEM SUMMARY
Select & Choice Spot Market Loads 405
. . . . . [Comprehensive Loads 2oas] ™ T F w4 w g 4 s @ = B
[CHESE P f the Ci h in 14%) e 3 — B T
Satisfaction with integrity & data N — S
Wd Awvg 5 Pv'
. . . . vE Steer Price
confidentiality comprehensive cutoue  a00s e
Rib 343.53 s.16%) 313
B Chuck 172.85 35.83%] 3140
R d 174.61 21.86%| 132
Has proven that packers are not colluding Lo et |
Brisket 15391 12.30%] 5103
- Short Plate 162.90 39.42%] 13
O n p rl C e Flank 126.66 30.57% ﬁ
TS DR OIS BRI | .. e it
- Prirr!e 15.15 15.15 15.62
Packers & end-users are Now major users o el
3 standard (30.25) (27.98) 2asof
of both cattle & boxed beef reporting .
LM _CT150 5 AREA WEEKLY WEIGHTED CATTLE PRICE 430
l.i'vE StE.er 14460 136.22 126.59| a0
Generally supported by producers & e wa o omrowdl
[Dressed Heifer 22911 216.08 198.62|
pac ke rS W Loaa1 usmnr—W |s‘rEElt1 11.1_=. - =+ =+ = ‘,,,,,“,,,:,,_n
'WEERLY ESTIMATED BEEF PRODUCTION Weekly Steer Drop Value
{Estimate) (Estimate) (Actual)f 170
Associated increase in Alternative BE T e
802 805 813

Marketing Arrangements has assisted T mmmmmesemm |G
packers & feedlots operationally & in o= i ] e
reducing risk & instability |_m i B e

https://www.ams.usda.gov/mnreports/Iswbfrtl.pdf



Extensive
retall
prices

onal Retail Report -
A, National Retail Report - Beef
ﬁ Advertised Prices for Beef at Major Retail Supermarket Outlets ending during the period of 05/05 thru 0511

Fri. May 5, 2017

(prices in dollars per pound)
NATIONAL SUMMARY
THIS WEEK LASTWEEK This week in BeefRetail ...................
20,200 29,200 ‘This week in beef ratail, the Feature Rate charted a 15.7 percent increase, the Special Rate posted &
02.0% TT.2% 30.8 percent increase, and the Activity Index saw a 17.8 percent increase. Ground beef products saw
17 .5 13,305 & significant increase in prevalence as retailers are heading into the heart of the griliing s=ason and
113,670 96,450 consumers are preparing for Memorial Day later this menth. Rib, Loin, and Ground Beef saw increase
Sioes  VAd A | Siores | WiAm in ad space while Chuck, Round, and Brisket saw less space. the cattle slaughter under federal
Eone-In Ribeye Roast o0 025 20 057 inspection is 1.9 percent lower when compared to last week.
Bone-In Ribeye Steak 3,820 8.57 2710 8.53
Enls Ribeye Roast 460 760 150 633
Enls Ribeye Steak 3650 100 3,000 821
T-Bone Steak 7,190 7.14 1,060 7.03
Porterhouse Steak 2,660 8.04 500 a7z
Tenderlin 820 1228 800 1300 . .
Filet Mignon 1480 1360 700 13.80 Activity Index: 4 Week Comparison
Loin, Bnls 850 6.50 10 6.58
Bone-In Strip Steak 3120 608 3,380 7683 ql i 1
Bris New York Sirp Steak 340 819 t40 o7 W Rib W Chuck WRound M Loin W Brisket W Gmd Beef
Beef Backribs 220 180 340 1.48 35,
Sirloin Roast 30 aa
Sirloin Steak 260 501 70 488 az0 6.30
Enls Sirfoin Roast &0 8.00 20 3.40 10 100 30,000
Enls Sirloin Steak 2,270 5.48 T40 4.00 770 508
Sirloin Tip Roast 830 304 1,030 an 1,150 402 25000
Sirloin Tip Steak 2,790 5.30 2,140 481 790 446 ’
Enls Top Sirloin Roast 50 404 40 516 40 433 T
Erls Top Sirloin Steak 4,350 5.55 4,890 564 3,000 6.24 E 20,000
Top Round Roast 2270 402 B50 382 1.710 447 ’
Top Round Steak 1,370 3.00 &850 .44 1,020 485 £
Botiom Round Roast 1920 360 | 3800 357 | 1450 418 2 5000
Bottom Round Steak 1,830 a7s 2,150 ar &00 376 ]
Eye Of Round Roast 2420 388 1,760 380 1,300 403
Eye Of Round Steak 1,010 430 790 4.40 410 4.55 10,000
Rump Roast 1,220 am 2,380 s o10 347
Rump Steak &0 300 140 452
Chuck/Shidri/Amm Roast 7,090 3.84 8,000 aTo 5,880 430 5,000
ChuckiShidrl/Am Steak 6,390 aTs 6,790 aro 5,570 4.00
London Brail 3,400 423 5,150 411 5400 448
Brisket 880 293 110 a3 s60 217 o =
Briskst, Flat 10 340 50 T Apr 14 Ape 20 Apr 21 Ape 2T Apr 28+ May 4 My & - May 11
Comed Beef Brisket o0 4.06 330 241 40 477
Comed Beef Flat 10 300 320 362 10 4,90
Beef Short Ribs 2,320 5.12 570 434 630 344
Flat Iron Steak 2170 6.00 710 500 1,170 T8
Flark Steak 0 770 | 1040 B | 40 030 Explanatory Notes
Minute/Cube Steaks 3,260 492 2480 476 2570 498
Stew Meat 4,440 477 2,050 482 3,200 477 ’
gm gm ‘Zg;g gg: L';Bz% ;?g ‘zag gg 11: FEATURE RATE: the amount of sampled sores advertising &ny reporied beef (lem during the current week, expressed as a
Ground Sifoin o 427 1B a0z 1780 552 ‘percentage of the total sample. 2/ SPECIAL RATE: the percentage of sampled stores with & no-price promotion (€.q., buy 1, pet 1 free
- " - v - ede). 35 ACTIVITY INDEX: 8 measure of the abaolute frequency of feature acivity equal to fhe total number of steres for each advertised
Ground Besf 20% Or More 4490 483 | 3230 441 | 2740 404 beef iiem e.g., & retailer with 100 cuBiets featuring 3 beef items has an actidly index of 300). 4/: 5TORES/AVE: the number of advertising
Ground Beef B0-50% 10,560 200 5820 318 7.840 320 outlets and the weighted average price welghied by the respeciive numiber of oullets. 5/: BRANDED: includes any advertised beef cuts
Ground Beef 70-79% 1570 230 3700 224 1780 261 masketad under 8 corporate trademerk, of Lnder one of Mest Grading & Certifieation Erenchs. Certified Beef programs, £/ NON-
Beef Patties 5750 423 | 4420 383 1840 435 LASELEDVO THER: Beef culs advertised without & USDA Qually Grade.
Tri-Tip 1,770 560 2,630 487 1,530 570
Skirt Steak 2800 B0 680 023 o060 7.8 USDA-MGC Certified Programs List
Source: USDA Agricultural Marketing Service, Livestock, Poultry, and Grain Market News -- (816) 676-7000 website: hifps:/www.markeinews usda govimnp/ls-home

Click here to also view the "National Retail Report - Local and Organic’ hitp:{fwww ams.usda govimoreporisiwa_lo100.txt

https://www.ams.usda.gov/mnreports/Iswwcbs.pdf

Page 1 of 10



GIPSA has also been vital

Grain Inspection, Packers & Stockyards Administration - USDA

Main role is to supervise US meat packers and stockyards
particularly in relation to fair dealing with livestock producers

Packers &
Stockyards
Program

Oversight activities (monitoring, reviews and investigations) since 1994

Major enforcement areas are payment protection, unfair, deceptive, and
fraudulent practices, and competition

Promotes fair business practices and competitive environments to market
livestock, meat and poultry

Livestock

Guards against deceptive and fraudulent trade practices = 02T e

Fosters fair competition and provides payment protection



https://www.gipsa.usda.gov/

MPR undermining itself

The volume of formula pricing, forward contracting and grid purchases has increased
rapidly under MPR

US agricultural economists continue to promote AMA’s as the benefits exceed costs

Alternative Marketing Arrangements in the Beef Industry Report (November 2007):
* Helped producers & packers to manage their operations more efficiently, reduced risk and improved beef quality

* Feedlots identified cost savings of $1 to $17/head from improved capacity utilization, more standardized feeding
programs and reduced financial commitments required to keep the feedlot at capacity

* Packers identified cost savings of $0.40/head head in reduced procurement cost

USDA reports still use the cash market results as the benchmark for reporting and this is
a prime part of the Dashboard reporting system.

USDA frequently do not have enough cash or negotiated prices to report a market at the

present time 5



Price transparency: survey conclusions

« Anissue of great concern to cattle producers in most countries
» Especially in Oceania, Europe, South America & South Africa — even in Canada

If you do not know what other cattle are selling for and what the beef is selling for
how do you know you are getting a fair price?

* Price transparency has lots of quality, cost & risk minimisation advantages

» Price transparency promotes supply chain trust, cooperation & alternative marketing
arrangements

» Where there are active derivative markets (e.g. futures) there tends to be less concern
about transparency & fairness — outside of US & Brazil few countries have this

« If the US experience is a guide mandatory cattle & beef price reporting can overcome

price transparency and fairness issues A
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