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Beef Demand Model
Designed To Address Why Shifts Occurred

beef quantity & price

competing meat & other goods prices
consumer expenditures

food safety

health

nutrition

convenience

Weak Consumer Incomes Means
Consumer Spending Will Decline
Personal Disposable Income vs.

Personal Consumption Expenditures
Quarterly at Annual Rate, Seasonally Adjusted, 1982-2009
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MACROECONOMIC
EFFECTS:

Consumer Incomes
& Expenditures

Consumers Pushing Savings Rate Back Up
Which Will Continue to Hold Down Consumption

Personal Savings
% of Disposable Personal Income
Quarterly, 1982-2009

Recession
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Consumers Are Trading Down
But Still Value Convenience

Weekly Value Over Time of $10,000 Invested
on Jan 2, 2008 in Selected Food Companies
Jan. 2, 2008- Nov. 30, 2009
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Beef demand & the U.S. Economy

beef demand benefited from

» Long-run growth in U.S. economy & low savings rate

» But weak incomes & increase in savings rate in'09
holding back beef demand

Near-term, consumers decision to hold down
expenditures will continue to dominate other forces
affecting beef demand

Beef Expenditures Are Small
Relative to Income

Beef, Pork, and Poultry Expenditures
As a Percentage of Disposable Personal Income, 1982-2008
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Beef N
S~ As expenditures absorb less income

consumers tend to become less price responsive
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CONSUMER INCOMES
& EXPENDITURES

Results — Price Effects

1% increase in beef price leads to a
0.42% decrease in quantity demanded

v/ Small response to pork & poultry prices

Implications

Don't give consumers a reason to “not buy” beef
» Strive to improve product quality

»Provide satisfactory eating experiences

Consumers Pay Attention to Food Safety

Beef Food Safety Recalls
Class | & Il Recalls, Quarterly, 1982-2007

Increase in recalls during 2007
resulted in a 2.6% demand decline

l
o NN AYAY AN’A’A_

82.1 84.1 86.1 88.1 90.1 92.1 94.1 96.1 98.1 00.1 02.1 04.1 06.1
Year & Quarter

urce: U.S. Food Safety Inspection Service



Beef Demand Update
Range Cow Symposium
Casper, Wyoming

Results — Food Safety

Beef Demand declines as safety recalls increase
Two levels of impact
Current plusl & 2 quarter lagged responses
10% increase in beef recalls
0.2% decline in beef demand

Recalls responsible for approximately 2.6% decline
in beef demand during 2007 vs. 2006

HEALTH INFORMATION

Results — Health Information

v Results indicate beef demand declines in response to
information linking diet, fat, cholesterol & heart disease

10% increase in journal articles linking diet & disease
0.2% decline in beef demand
Comparing 2004 to 1982

v increase in articles linking diet, fat, cholesterol & heart
disease explained a demand decline of about 9%
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Results — Food Safety

Implications
v/ Consumers expect food to be safe

v Sharp increase in recalls (such as 2007) does
generate significant domestic demand decline

»Confirms need to be proactive on food safety

Concerns About Heart Disease & Beef
Still Holding Back Beef Demand

Articles Published Referencing Heart Disease & Diet
Medical Journals, Quarterly, 1982-2007
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Results — Health Information
Implications

v Continue communicating beef’s positives

v' Emphasize beef's nutritional properties

> Consumers

» Health & nutrition professionals
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Consumers Respond To Nutrition Info.

Net Articles Published Referencing Atkins Diet
Positive Minus Negative Articles, U.S. Newspapers,
Quarterly, 1982-2007

Atkins Diet Boosted Beef Demand ’Al
\

NUTRITION INFORMATION
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R It N Consumer Awareness About One of
sl LRt R A e Beef’s Positives Is Increasing

Atkins-type diets supported Beef Demand Articles Published Referencing
Zinc or Iron or Protein & Diet

Doubling of net positive (positive minus negative) U.S. Newspapers, Quarterly, 1982-2007

articles on Atkins Diet led to ;gg
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0.8% increase in beef demand

From 1998 to 2003, media information supporting
Atkins-type diets boosted beef demand about 2%
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Results — Nutrition Results — Nutrition

v Beef Demand benefited from increasing consumer Implications
awareness of beef's nutritional benefits v' Atkins and ZIP (zinc, iron, protein) indices
demonstrate power of “positive” information

v' 10% increase in articles referencing Zinc, Iron,

Protein & Diet led to v Industry needs to

» Communicate how beef fits into a healthy lifestyle

> 0.25% increase in beef demand
»>|dentify & Research other nutritional benefits

v' Articles in 2007 were up 268% compared to 1982 N . - :
. ! Emph trit | t
boosting beef demand about 7% gl
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CONVENIENCE

Results — Convenience

v Beef demand declined as female employment
outside the home increased

v" 1% increase in female employment outside home

-0.6% decline in beef demand
But

v' +0.6% increase in poultry demand

Results — Convenience
v Beef demand declined as
Female employment outside the home increased

v 1% increase in female employment
0.6% decline in beef demand

Food consumed away from home increased
v 1% increase in food consumed away from home
1.6% decline in beef demand
v Poultry benefited from these trends

Why?
»new product proliferation
»emphasis on convenience
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Female Employment Surged in ‘80’s & 90’s
But Leveled Off Over the Last Decade

Percent of Females Employed Outside the Home
Quarterly, 1982-2007
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Food Consumed Away from Home
Increased But Leveled Off Recently

Percentage of Food Consumed Away From Home
Quarterly, 1982-2007
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Results — Convenience
Implications

v Poultry benefited
as female employment outside the home increased

Why?
»new product proliferation
»emphasis on convenience
v Beef can respond by
»developing and marketing more new products

»convenient, tasty, nutritious & a good value
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Beef Demand Project
The Big Picture
v' Consumers value convenience

v'Convenient beef products have great potential

v'Consumers respond to new products that meet
their needs

v/ Consumers are receptive to information about
health and nutrition

v Provide positive health & nutrition information to
consumers

v’ Safety of beef is still important
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