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The legal stuff

* This publication is intended for informationallpurposes 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 services are not available to private clients. Past performance is not
indicative of future results.



U.S. Corn Silking Progress (%)
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Data source: USDA/NASS
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USDA Quarterly Stocks (billion bushels)

USDA Average Range of INTL FCStone USDA USDA

June 1, 2019 Estimate Estimate Estimate® June 1, 2018 Mar 1, 2019
Corn 5.202 5.332 5.174-5.497 5432 5.305 8.605
Sovbeans 1.790 1.861 1.700-1.962 1.921 1.219 2.716
Wheat 1.072 1.100 1.077-1.160 1.105 1.099 1.591

USDA Prospective Plantings (million acres)
USDA Average Range of INTL FCStone USDA USDA

June 2019 Estimate Estimate Estimate™ March 2019 2018 Final
Corn 91.7 86.662 82.0-89.8 88.80 92.8 89.1
Soybeans 80.0 84.355 81.0-86.5 86.50 84.6 89.2
All Wheat 45.6 45.654 44.5-46.1 45.38 45.8 47.8
Winter Wheat 31.8 31.577 31.5-32.1 31.50 31.5 32.5
Spring Wheat 124 12.595 12.0-13.0 12.23 12.8 13.2
Durum 1.4 1.476 1.30-1.82 1.65 1.42 2.07




June 2019 Reinterview States




Max U.S. Prevent Plant

Acres by Crop
(2007 — 2018)

Barley 310,765 2011
Corn 3,616,862 2013
All Cotton 649 963 2015
Oats 31,275 2011
Rice 521,248 2015
Sorghum 189,139 2011
Soybeans 2,231,881 2015
Sugar beets 11,140, 2013
Sugarcane 347, 2010
Wheat 4.117,096| 2011

Data source: USDA/FSA
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Total U.S. Prevent Plant

2011
2013
2010
2015
2014
2009

Acres: Top 5

(millions of acres; 2007 — 2018)

TOTAL %corn % soy % wheat
9.62 31% 15% 43%
8.32 43% 20% 24%
6.89 31% 20% 47%
6.67 35% 33% 11%
4.37 37% 19% 32%
4.18 45% 22% 22%

Data source: USDA/FSA

@kannbwx




US Corn Su

oply and Demand

USDA 19/20 what if?
Millions of Bushels 14/15 15/16 16/17 17/18 18/19 July 19/20 19/20
Area Planted 90.6 88.0 94.0 90.2 89.1 91.7 86.7 84.7
Area Harvested 83.1 80.8 86.7 82.7 81.7 83.6 78.9 77.1
Percent Harvested 92% 92% 92% 92% 92% 91% 91% 91%
eld Per A e O 68.4 4.0 0.0 0.4 60.0 0.0 0.0
Beginning Stocks 1,232 1,731 1,737 2,293 2,140 2,340 2,245 2,245
Proad O /] 0 60 48 4 609 4 420 S 024 O
Imports 32 68 57 36 35 50 150 200
Ola DP 479 40 0,94 0,939 0,59 0,20 019 4 00
Feed and Residual 5,280 5,114 5,470 5,304 5,275 5,175 5,100 5,000
Food, Seed and Industrial 6,601 6,648 6,885 7,056 6,880 6,930 6,650 6,450
Ethanol Usage 5,200 5,224 5,432 5,605 5,450 5,500 5,200 5,000
Total Domestic 11,881 11,763 12,355 12,360 12,155 12,105 11,750 11,450
Exports 1,867 1,901 2,294 2,438 2,100 2,150 1,600 1,200
otal bemanad 48 004 4 0649 4 799 4 4 O 0
ding 0 S 40 40 010 609
Stocks to Usage 12.59% 12.71% 15.65% 14.46% 16.42% 14.10% 12.50% 11.97%
Carry-Out Months of Supply 1.51 1.53 1.88 1.74 1.97 1.69 1.50 1.29
Average Farm Price $3.70 $3.61 $3.36 $3.36 $3.60 $3.70




Price of CBOT
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Corn Price Analysis based on USDA JUN (New Crop) Supply/Demand
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US Corn Carryout (million bushel) INTL_FCStone
3000 Source: USDA
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Millions of Bushels

Weekly Corn Export Shipments are Falling Short

- SOURCE: USDA
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Monthly Brazil Corn Exports

(millions of tonnes)
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Ukraine Corn Production (mmft)
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Data source: USDA

@kannbwx

40
35
30
25
20
15
10

5

0



Figure 4. Annual U.S. Gasoline Consumption, 1990-2018
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Figure 7. Actual and Projected Annual U.S. Gasoline
Consumption, 1990-2035
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Dec 2019 Corn INTL FCStone'
July 31, 2019
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This material should be construed as market commentary, merely observing economic, political and/or market conditions, and not intended to refer to any particular trading strategy, promotional element
or quality of service provided by the FCM Division of INTL FCStone Financial Inc. The FCM Division of INTL FCStone Financial Inc. is not responsible for any redistribution of this material by third parties, or any
trading decisions taken by persons not intended to view this material. Information contained herein was obtained from sources believed to be reliable, but is not guaranteed as to its accuracy. Contact designated
personnel from the FCM Division of INTL FCStone Financial Inc. for specific trading advice to meet your trading preferences. These materials represent the opinions and viewpoints of the author, and do not
necessarily reflect the viewpoints and trading strategies employed by the FCM Division of INTL FCStone Financial Inc.

Jason Sagebiel, INTL FCStone Financial Inc. - FCM Division

www.intlfestone.com
jason.sagebiel@intlfcstone.com West Des Moines, IA 50266

800-422-3087 ext 13728



* Remember, our
CME is an
export based

derivative.
* Importing
country value

* Ocean freight
e Barge freight

 We “back into”
Chicago values,
then basis does
the rest

Figure 1: Major Navigable Inland River System and Waterway Segments
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US Gulf vs Brazil Corn Delivered to Japan

Source: Bloomberg & INTL FCStone
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U.S. Soybeans Blooming (%)

100
@kannbwx

Data source: USDA/NASS
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U.S. Soybean Progress 2019

Arkansas
lllinois
Indiana

lowa

Kansas
Kentucky
Louisiana
Michigan
Minnesota
Mississippi
Missouri
Nebraska
North Carolina
North Dakota
Ohio

South Dakota
Tennessee
Wisconsin
U.S. TOTAL

(percent blooming)
July 14
July 28 5yrAvg delta delta
82 89
52 83
37 79
65 84
40 66
51 57
95 96
42 76
69 85
88 88
38 62
66 83
45 56
71 85
41 76
53 80
68 74
48 5
57 79

Data source: USDA/NASS

@kannbwx




US Soybean Supply and Demand

Millions of Acres

19/20 USDA Proj

Millions of Bushels 14/15 15/16 16/17 17/18 18/19 July
Acres Planted 83.3 82.7 83.5 90.2 89.2 80.0
Acres Harvested 82.6 81.7 82.7 89.5 88.1 79.3
Percent Harvested 99% 99% 99% 99% 99% 99%
ald Pe arvested Acre / 48.0 0 49 0 are
Beginning Stocks 92 191 197 302 438 1,050
Proag 0 O 0206 /] 06 4 / /] AVA 34
Imports 33 24 22 22 17 20
9] Ir> DO 4 (O 4. 140 / / /A 000 A 014
Crushings 1,873 1,886 1,901 2,055 2,085 2,115
Exports 1,842 1,942 2,166 2,129 1,700 1,875
Seed 96 97 105 104 93 96
Residual 50 18 41 9 72 34
otal De =1ale S0 OViVi /l /l O 040 / ()
ollgle O 9 9 0 433 050 O
Average Farm Price $10.10 $8.95 $9.47 $9.33 $8.50 $8.40
Stocks to Usage 4.95% 4.99% 7.17% 10.20% 26.58% 19.29%




Price of CBOT
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Value of U.S. Agricultural Products
Exported to China in 2017

(millions of U.S. dollars)

Soybeans $12,253
Forest Products (lumber, logs, etc) $3,194
Fish Products (salmon, cod, etc) $1,232
Cotton $978
Hides & Skins $945
Sorghum $839
Pork & Pork Products $662
Dairy Products (whey, milk, etc) $577
Intermediate Products (starch, flour, oils, etc) $424
\Wheat $351
Everything else $2,564
GRAND TOTAL $24,019

Data source: U.S. Census Bureau @kannbwx




Value of U.S. Agricultural Products
Exported to China in 2018

(millions of U.S. dollars)

Soybeans $3,145
Forest Products (lumber, logs, etc) $2,868
Fish Products (salmon, cod, etc) $1,054
Cotton $924
Hides & Skins $607
Pork & Pork Products $571
Sorghum $530
Dairy Products (whey, milk, etc) $500
Intermediate Products (starch, flour, oils, etc) $473
Tree Nuts $328
Everything else $2,207
GRAND TOTAL $13,208

Data source: U.S. Census Bureau @kannbwx




U.S. Soybean Exports: Sept to Feb

(Top destinations; 1,000 tonnes)

2018/19 YOY
China 3,941 -85%
Mexico 2,915 36%
Argentina 2,050 n/a
Netherlands 1,909 4%
Spain 1,733 137%
Egypt 1,675 150%
Indonesia 1,307 20%
Japan 1,280 15%
Taiwan 1,212 27%
Thailand 1,105 -4%
Pakistan 1,008 15%
European Union 6,799 132%
Non-China 23,455 69%
TOTAL 27,396 -31%

Data source: U.S. Census Bureau @kannbwx



Nov Soybeans

July 31, 2019

INTL FCStone’

November Soybeans

W

- 1150'0
- 1125'0
- 1100' 0
- 1075' 0
- 1050' ©
- 1025 ©

2016

- 1000 O

- 950' 0
- 925' 0
2015 L
|
2018 -825' 0
2019 Feb Mar Apr May IJun |Jul Aug Sep Oct Nov 1 Day

This material should be construed as market commentary, merely observing economic, political and/or market conditions, and not intended to refer to any particular trading strategy, promotional element
or quality of service provided by the FCM Division of INTL FCStone Financial Inc. The FCM Division of INTL FCStone Financial Inc. is not responsible for any redistribution of this material by third parties, or any
trading decisions taken by persons not intended to view this material. Information contained herein was obtained from sources believed to be reliable, but is not guaranteed as to its accuracy. Contact
designated personnel from the FCM Division of INTL FCStone Financial Inc. for specific trading advice to meet your trading preferences. These materials represent the opinions and viewpoints of the author,

and do not necessarily reflect the viewpoints and trading strategies employed by the FCM Division of INTL FCStone Financial Inc.
Jason Sagebiel, INTL FCStone Financial Inc. - FCM Division

jason.sagebiel @intlfcstone.com West Des Mornes, IA 50266

www.intlfcstone.com
800-422-3087 ext 13728



Sep 2019 Soymeal

July 31, 2019

INTL FCStone’
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This material should be construed as market commentary, merely observing economic, political and/or market conditions, and not intended to refer to any particular trading strategy, promotional
element or quality of service provided by the FCM Division of INTL FCStone Financial Inc. The FCM Division of INTL FCStone Financial Inc. is not responsible for any redistribution of this material by third
parties, or any trading decisions taken by persons not intended to view this material. Information contained herein was obtained from sources believed to be reliable, but is not guaranteed as to its accuracy.
Contact designated personnel from the FCM Division of INTL FCStone Financial Inc. for specific trading advice to meet your trading preferences. These materials represent the opinions and viewpoints of the
author, and do not necessarily reflect the viewpoints and trading strategies employed by the FCM Division of INTL FCStone Financial Inc.
Jason Sagebiel, INTL FCStone Financial Inc. - FCM Division www.intlfcstone.com
jason.sagebiel @intlfcstone.com West Des Mornes, IA 50266 800-422-3087 ext 13728



Let’s do some cowboy math...........

,000 MMT
N
World Pork Trade 9,000
World Beef Trade 11,000
World Chicken Trade 12,000
Chinese production loss 25% = 14,000

40% = 22,000

25% of world 8,000
50% of world 16,000
75% of world 24,000

No matter how you allocate trade, it is difficult to solve the Chinese shortfall, | just
do not think we have felt it............. yet



Global Hog Prices

USS/hundred pounds, carc wt equiv
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Weekly U.S. Pork Exports to China

through June 27, 2019
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Source: USDA Weekly Export Sales data
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Weekly USA Pork Belly Forward Sales
Mandatory Report, Product Weight, 2018-2019
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China Pork Production GAP

million metric tons, shipped wt
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Are we too greedy? —’19 and ‘20 total is
near S500: '04-'05 and 14 were ~S600

,'- Kerns & Returns to Farr-Finish Operations
Associates

ISU, EMI Forecasts

M Actual Net Return E Forecast Net Return

100

6/28/2019

Dollars per Head

Calculation is based on selling one pig per month each month



June Hogs & Pigs: USDA apparently
caught the anomalies . . .

USDA QUARTERLY HOGS & PIGS REPORT
June 27, 2019

'19 as Pre- | Actual
Category 2018 2019 pct of | Report | minus
'18 Est's! Est.
Inventories on June 1
All hogs and pigs 72,866 75,520 | 103.6 | 103.0 0.6
Kept for breeding 6,320 6,410 | 101.4 | 102.1 -0.7
Kept for marketing 66,546 69,111 | 103.9 | 103.1 0.8
Under 50 Ibs. 21,327 22,019 | 103.2 | 102.6 0.6
50-119 Ibs. 19,083 19,606 | 102.7 | 102.8 -0.1
120-179 Ibs. 13,988 14,427 | 103.1 | 103.2 -0.1
180 Ibs. and over 12,147 13,059 | 107.5 | 104.6 2.9
Farrowings
! Mar-May sows farrowed 3,100 3,108 | 100.3 | 101.7 -1.4
! Jun-Aug Intentions 3,200 3,185 | 99.5 101.3 -1.8
Sep-Nov Intentions 3,174 3,175 | 100.0 | 102.1 -2.1
! Mar-May Pig Crop 32,942 34,177 | 103.7 | 102.6 1.1
f Mar-May pigs saved per litter 10.63 11.00 | 103.5 | 100.8 2.7

*Thousand head ** Thousand Litters 'Source: Urner Barry



New packing capacity will “save™ us
this year and next
& Ko FI HOG SLAUGHTER

 USDA-AMS

2800 4 2019 Packing Capacity = 2.755 mil.
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2018 Packing Capacity = 2.690 mil.
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THIS RECOVERY: A GOODIE BUT OLDIE!

Expansion Periods

July 1980 to July 1981
April 1958 to April 1960
November 1970 to November 1973
March 1975 to January 1980
November 2001 to December 2007
November 1982 to July 1930
February 1961 to December 1969

June 2005 to Latest 120

March 1991 to March 2001 120

0 20 40 &0 g0 100 120
Months

140



Keys to success

* Recognize we are in a binary scenario
* No ASF in the US = happy days
e ASF in the US = liguidation

* Get on the right pricing matrix
* NOT the 602
* nota COP
* | like the ISM or WCB or basis
* | like big grids for bigger animals

* Right-size your system
* ADG will come back into play
* Racto where you can, alternatives when you can’t
e Saving the marginal pig will be more important
* Wean pig values firm



Questions?

jkerns@kerns-associates.com

515 689 0522

Kerns and Associates
2617 Northridge Parkway
Ames, |IA 50010

(515) 268-8888
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