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I : I Industry Overview

x US Cattle Inventory & Slaughter

x US Slaughter Mix

X Breakdown of Big Packer Market Share in
the US

X Changes in Cattle Coming to Slaughter

x Global Cattle Inventory & Slaughter

X Global Annualized Hide Production

X Changes in Leather Demand

x Evaluation of US Cattle Hide Prices

X Expectations Moving Forward



M US Cattle Inventory
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x Drought in the Southwest 2011
x Drought in the Midwest in 2012

x US cattle inventory peaked in 1996 at 103.5 million head,
record low levels in 2014, 87.7 M a decrease of 15.25%

x Packers posted record profits in 2011 & 2012 Sources: USDA 2




M US Cattle Inventory 2014
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x Nebraska, Kansas and Texas account for nearly 27.5% of
all cattle standing.
Sources: USDA 4
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US Cattle Slaughter
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x US slaughter peaked in 1996 at 38.5 million head
(inventory 103M), in 2008 already down to 35.5 million
head
X In 2014 there was only 31.1 million animals slaughtered
a decrease of 19.2% Sources: USDA



s Cattle Slaughter 2014
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x Nebraska, Texas & Kansas account for 61.5% of the

slaughter
X These same three states account for only 27.5% of the total

US inventory Sources: USDA 6
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Sources: USDA
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7 BIg Packer Concentration
U.S. 2014 U.S. 2014 U.S. CATTLE
0,
COMPANY NAME CAPACITY % OF Total NUMBER OF BEEE SALES KILL TYPE
RANK (INCL. 2014
HEAD OFFICE (HEAD PER US PLANTS (INMILLIONS (000 HEAD) SLAUGHTER
DAY) OF $)
MIX)
Tyson Foods Choice Fed
1 28,950 24% 7 14,400 7,020
Springdale, Ark. Fed 100%
Angus/Angus
JBS USA (1) 18,000 Cross,
2 27,125 22% 9 6,600 Holstein/Cow
Fed 90%, Non
Greeley, Colo. Fed 10%
Cargill Beef Fed Ste_zers
and Heifers
3 23,000 19% 6 11,500 6,400
Wichita, Kan Fed 86%, Non
’ ' Fed 14%
National Beef Packing Angus/Englis
4 Co. 12,000 10% 2 7,488 3,677 h
Kansas City, Mo. Fed 100%
TOTAL 75%

Sources: Cattle Buyers Weekly 8
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Live weights have been above last year since 06/14/14 9
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Global Cattle Inventories 2015

India 301,100,000
Brazil 212,700,00
China 102,950,000
EU 27 88,050,000
USA 87,750,000
Argentina 51,695,000
Australia 27,600,000
Mexico 17,175,000
Columbia 19,900,000
Russia 19,000,000
Canada 11,950,000

New Zealand

Global Total +1 Billion

10,287,000

Sources: USDA
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Global Slaughter & Inventory

Global Bovine Slaughter
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Sources: FAS 11
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Annual Hide Production
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Market Segments

i 2014 |

Footwear |
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x As economy improved auto demand & furniture strengthened
x Continued growth for auto & furniture, gradual decline for other

Sources: USHSLA segmentS
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Price peak in 2000/2001 attributed to BSE in Europe with 28 countries
affected

Spikei n prices in 607 attributed to
reduction of the herd in former USSR countries.

The 10 year average HTS price prior to collapse = $61.38
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x HTS price dipped to $27.00 1Q of 2009
x HTS prices peaked Sept 2014 at $111.00
x Average Price of HTS Sept 2008 to present is $72.90
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x Average price of HTS from Jan 1998 i Aug 2008 is $61.38
x Average price of HTS from Sep 2008 i present is $72.90
x Average price of HTS Jan 2012 7 present is $89.54
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x HTS prices have followed somewhat of a seasonal pattern with the 2 year,
3 year, 5 year & 10 year averages in reasonable proximity.

x Debate is whether prices have entered a new paradigm, attributed to a
growing population and increased wealth in emerging countries
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Mz 2015 Expectations

A Review of 2014

U Increase in leather prices
U Increase in split prices

U Record hide prices
achieved

U Forecasts o$ignificant
decreasan slaughter
numbers

U Brands opted to
downgrade / deemphasize
[/ eliminate leather

u

A Review of 2015

Record low slaughter
numbers in 1Q

Downward pressure on
leather prices

Hide prices down 11%
from all time highs

Split prices down 380%
Slaughter to increase 2 &
3Q

Predict of a gradual decline

In hide prices at least
through 3Q



