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The legal stuff

« This publication is intended for informational purposes only and the opinions set forth herein
should not be viewed as an offer or solicitation to buy, sell’or otherwise trade futures, _
options or securities. All opinions and information contained in this document constitute Risk
Assessment and Management, Inc.'s judgment as of the date of this document and are
subject to change without notice. Risk Assessment and Management, Inc. and their
respective directors and employees may effect or have effected a transaction for their own
account in the investments referred to in the material contained herein before or after the
material is published to any customer of Risk Assessment and Management, Inc. or may
give advice to customers which may differ from or be inconsistent with the information and
opinions contained herein. While the information contained herein was obtained from
sources believed to be reliable, Risk Assessment and Management, Inc. accepts no liability
whatsoever for any loss arising from any inaccuracy herein or from any use of this
document or its contents. This document may not be reproduced, distributed or published
In electronic, paper or other form for any purpose without the prior written consent of Risk
Assessment and Management, Inc. This report has been prepared without regard to the
specific investment objectives, financial situation and needs of any particular recipient. For
the customers of Risk Assessment and Management, Inc. this report is produced
exclusively for our business and expert clients, it is not for general distribution and our
serwlgzes are not available to private clients. Past performance is not indicative of future
results.
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It has been a very nice run!!! — S&P 500 up by 4X since 2008
... And today’s ONLY guarantee: It ain't going forever!

FRED .~/ —s&psoo

2o WMWM
- s

o W bl

| -

o

2010 201 2012 2013 2014 2015 2016 2017 2018 2019

Index

Shaded areas indicate U.5. recessions Source: S&P Dow Jones Indices LLC myf.red/g/na7E

z Kerns and Associates.



Macro conditions remain generally positive, though . . .

* World economic growth is still positive (IMF: +3.7% in 2019)
— as are most major countries

* Equity markets are volatile but S&P 500 has regained about
80% of its Q4-2018 decline

* Q4 real GDP growth at 3.1% yr/yr, 2.6% qtr/qtr annualized
* RPDI per capita is growing again — 2.2% yr/yr in 2018
* U rate at 4.0% In January — pushing wages slightly higher

« 2018 inflation = 1.9%, down from 2.1% the past two years
* And down from 2.3% through October — ALL DUE TO ENERGY!

* 1.9% says Fed is less likely to raise interest rates, 2.3% says they
will be aggressive — 2 more .25% hikes this year
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THIS RECOVERY: AGOODIE BUT OLDIE!
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And there are some serious warning signs . . .
.. .Dr. Dieli's EAS pegged Jan ‘19 as 15t “eligible” month

Enhanced Aggregate Spread Components of the Enhanced Aggregate Spread
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NY Fed follows the 10-year — Fed funds rate spread . . .
... And 1t is flirting with zero — an early recession indicator

FRED ~/4 — 10-Year Treasury Constant Maturity Minus Federal Funds Rate
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Same spread presented differently . . . Compression and a kink
The Constant Maturity Treasury Yield Curve**
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$US is back into it's recent trading range . . .
... Probably not “flight to safety” yet, but stronger
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Major adjustment in crude olil -- slowing economies?
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For the moment, consumers still feel very good about things
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One reason: Arise In median real household income . . .
... Butittook 18 YEARS to set a new record in ‘1¢

FRED ~/% — Real Median Household Income in the United States
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Restaurant performance has bounced back . . .
... To post 2 years of 100-plus (expansion) readings
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But sales in food/drink places softened late in ‘18 . . .

. .. While grocery store sales have surged since mid-2017
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Some macro problem areas . ..

* Trade war(s) will have an impact

« China is forecast to grow by 6.3% -- “worst of the last 10 years
and best of the next 10 years™?

* Trade war and ASF could be a very problematic situation
* Inflation driver for the U.S.

* EU Is better but BIG issues loom

e [taly and Portugal debt problems could make Greece look
simple

* Brexit Is not resolved — more a British problem but not good for
EU

» U.S. federal deficits and debt — Modern Monetary Theory




Per cap meat & poutry availability/disappearance . . .
. from 198.9 in "14 back to 214.5in '17— 220 in 2019? 20207
2P US Meat Per Capita Availability

USDA, Retail Weight Basis

240
220 :
200 -+

180 -

160 - 2018 Forward Forecast

140 -
120 -
2 100 -
80 -
60 -
40 -
20 +

0 -

1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

mPork mBeef mBroiler mTurkey

pounds per person




3-species RPCE: Tough months in July-October but . . .
... YTD 3-species demand is still down only 1.5%, yr/yr

“"% Kems &  REAL PER CAPITA EXPENDITURES - BEEF,
/‘ Associates PORK & CHICKEN
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Pork demand struggled in Q3 but had a good Nov. . .
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... And is now down just 2.1% YTD
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Beef demand is down from ‘18 but near 5-yr. average

Kerns & REAL PER CAPITA EXPENDITURES
4 Associates ALL FRESH BEEF
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Chicken demand has been VERY close to year-ago levels . . .
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... Until a very tough November
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And now . . .

Randy Blach
CEO
CattleFAX




