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Executive Summary

Cattle inventories are projected to be steady in 2002 due to tight domestic credit and to dry weather conditions. The
Venezuelan nationa herd has been between 13.1 and 13.4 million head over the last three years. Investments to expand
cattle numbers have been hampered by redtrictive interest rates on loans and reduced producer profits. Most of the
domestically produced beef continues to be from grass-fed cattle.

Totd bovine daughter in Venezuda during 2000 was 1.65 million head. Slaughter for 2001 is estimated to increase to
1.71 million head as aresult of untimely rains and the financial needs of producers. Cattle producersin Venezudadso
tend to time the daughter and wait until the prices are more favorable.

Overdl| animd protein intake in Venezuela has dropped in the last decade due to declining disposable income and
inflation. Total domestic beef consumption is projected to remain steady at 357 TMT in 2002,

Post has noticed that local restaurants and hotel chains appear to be a niche were U.S. mest is finding a market, as well
as the growing fast food industry thet, even with the recesson, imports a considerable amount of industria grade besf.
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|PsD Table
|Country \Venezuda
ICommodity Animal 1000
INumbers, EAD)
Caitle
Revised 2000] Prdiminary 2001) Forecast 2002
Old New Old New Old New
Market Year Begin 01/2000 01/2001 01/2002

Total Caitle Beg. Stks 13100 13100 13400 13400 13575 13500
[Dairy Cows Beg. Stocks 1060 1060 1050 1050 0 1050
|Bect Cows Beg. Stocks 3730 3730 3750 3725 0 3725
|Production (Cdf Crop) 2335 2335 2340 2150 0 2150
Intra EC Imports 0 0 0 0 0 0
[Other Imports 25 25 30 50 0 25
TOTAL Imports 25 25 30 50 0 25
TOTAL SUPPLY 15460 15460 15770 15600 15675
Intra EC Exports 0 0 0 0 0 0
[Other Exports 40 40 50 20 0 30
TOTAL Exports 40 40 50 20 0 30
[Cow Saughter 680 680 680 600 0 600
|calf Saughter 0 0 0 0 0 0
[Other Slaughter 970 970 1100 1110 0 1100
Totd Saughter 1650 1650 1780 1710 0 1700
|Loss 370 370 365 370 0 385
|Enai ng Inventories 13400 13400 13575 13500 0 13560
TOTAL DISTRIBUTION 15460 15460 15770 15600 0 15675
[Calendar Yr. Imp. from U.S. 40 4 50 3 0 4
|Calendar Yr. Exp.to U.S. 0 0 0 0 0 0
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|PsD Table |
|Country \Venezuda I
ICommodity [Mest, Beef and Ved |(1000 MT CWE)(1000
HEAD)
Revised 2000] Prdiminary 2001) Forecast 2002
Old New Old New Old New
Market Year Begin 01/2000 01/2001 01/2002

Slaug_]hter (Reference) 1650 1650 1780 1710 0 1700
Beginning Stocks 8 8 8 8 9 9
Production 350 350 355 355 0 357
Intra EC Imports 0 0 0 0 0 0
|Other Imports 8 8 10 10 0 8
TOTAL Imports 8 8 10 10 0 8
TOTAL SUPPLY 366 366 373 373 9 374
Intra EC Exports 0 0 0 0 0 0
|Other Exports 6 6 7 7 0 7
TOTAL Exports 6 6 7 7 0 7
{Human Dom. Consumption 350 350 355 355 0 355
[Other Use, Losses 2 2 2 2 0 2
TOTAL Dom. Consumption 352 352 357 357 0 357
[Ending Stocks 8 8 9 9 0 10
TOTAL DISTRIBUTION 366 366 373 373 0 374
[Caendar Yr. Imp. from U.S. 0 0 0 0 0 0
[calendar Yr. Exp.toU.S, 0 0 0 0 0 0
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PRODUCTION

In andlyzing the Venezudan livestock sector, it isimportant to kegp in mind the absence of officid data. The figures
presented in the PS& D tables should not be viewed as precise figures, but rather asindicators of probable trends.

The Venezuelan nationd herd at the beginning of the year 2001 is now estimated at 13.4 million heads. Around 85
percent of the national herd is dual purpose cattle and the remaining 15 percent is specidized cattle for dairy or beef
production. Ninety percent of the cattle are grass fed. When pasture conditions are favorable, cattle production is one
of the most efficient agricultural busnessesin Venezuda

The changes occurred in the economic structure of Venezuda have brought modifications in the location of the cattle
industry, mainly in what isreferred to as the traditiond fattening zones. Thetotd cattle stocks are digtributed in
110,000 cattle ranches. Approximately 57 percent of the domestic cattle herd is concentrated in four states: Zulia (22
percent), Apure (15 percent), Guérico (11 percent) and Barinas (8.6 percent). Zuliaand Apure states are the areas
more dedicated to the rearing, and Guérico is more dedicated to raisng and fattening.

In examining the different cattle producing aress, 41 percent of the Venezudan domestic herd is located in the west Sde
of the country and produces 87 percent of the milk and 50 percent of the megt. This Stuation istied to the fact that the
west Sde has 61 percent of the cultivated grass. The west Side is dso the area with most of the unofficid meat exports
to Colombia. Currently areatively larger number of cows and calves are unofficidly imported from and to Colombia.

It iswel known thet this trade with Colombia, helps maintain high pricesin the border zone and increases the
profitability of the business for some producers.

The cdf crop has declined from 2.3 million heads in 2000 to 2.1 million heads in 2001 due mainly to westher variations.
Venezuda has suffered a severe dry summer season (February-April) this year, and as a consequence the grassis dry,
the animals are stressed and have lost weight. The contraction of the beef supply does not improve immediately with the
rains snce the bovine cattle requires some time for stabilizing and gaining weight. Much of the fattening occurs under
range conditions and many of them do not have irrigation systems which permit good pasture during adry season.

Totd bovine daughter in Venezuda during 2000 was 1.65 million head. Slaughter for 2001 is estimated to increase to
1.72 million head. Lack of rains and poor financid conditions of the producers caused many producers to daughter
their animalsin order to pay their debts. The daughter leve is expected to decrease to about 1.70 million head in 2002
asareault of adight reduction in demand for beef. Saughter rates can vary consderably from year to year since
Venezuelan ranchers can afford to delay daughter until prices are favorable due to low operating expenses.

Production Policy

The Government of Venezuela has been working since 1995 on the eradication of Foot and Mouth Disease (FMD).
The god isto rid the country of the disease by 2005, so that Venezuela can export to FMD free markets.

The Government through its " Servicio Autonomo de Sanidad Agropecuarid’ (Autonomous Service of Agricultura
Hedlth or SASA) has been working closdy with the Venezudan Cattle Federation, (Federacion de Ganaderos de
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Venezuela, FEDENAGA) over the last 15 yearsin a control and vaccination program of this disease. The program
mainly consigts of vaccination and control of cattle through both SASA and FEDENAGA, sharing resources and
technica expertise. Eighty seven percent of the nationa herd was vaccinated during 2000.

Even with these controls, an outbresk of the disease in a border location with Colombia was confirmed by government
officidsin June 2001. The anima and plant hedth authorities announced that 240 cattle were contaminated with the
disease and immediate actions were taken to proceed with vaccination of the surrounding ranches.

The Anima and Plant Hedlth Ingpection Office (APHIS) located in Bogota covers Colombia, Ecuador and Venezuea,
and has worked extensvey with SASA in the control of FMD.

The Government of Venezuda has implemented sanitary measures at dl port of entries to prevent the spread of FMD.
Also, the Government banned the imports of al animals or bovine-based products from Argentina, Brazil and the
European Union in March of the current year.
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CONSUMPTION

Recently beef consumption has been fluctuating but a declining consumption tendency has been observed. Overdl
animd protein intake in Venezuela has dropped in the last decade due to inflation and declining disposable income,
Totd domestic beef consumption is projected to remain steedy at 357 TMT in 2002. Consumption of beef in
Venezudlain 2000 was 350 TMT or 19.5 kg. per capita. Per capita consumption is likely to continue a smilar levelsin
2002 due to beef’ s rdatively low price compared to other forms of proteins. Beef consumption in Venezuda closely
tracks the behavior of prices.

[Prices Table

|Country Menezuda

ICommodity eat, Beef

d Ved

|Pricesin Bolivars per uom Kilo

Y ear 2000 2001] % Change
Jan 1,360 1640]  20.50%]
Feb 1,360 1,650 21.32%
Mar 1,400 1,670 19.29%
Apr 1,450 2,020 39.31%
May 1,500 2,100 40.00%
Jun 1,580 2,300 45.57%
J 1,580
Aug 1,580
Sep 1,620
Oct 1,620
Nov 1,610
Dec 1,610

|Exchange Rete 728|Loca

Errency/US

Source: Venezudan Cattle Ranchers Federation, FEDENAGA
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TRADE

Traditiondly, Colombia has been Venezudd s mgor trading partner for cattle. Currently, areatively large number of
cows and caves are unofficidly imported from or exported to Colombia; however, no officid figures are available.

One of the reasons that this unreported trade between Colombia and Venezudatakes place isin order to avoid the
cost of export/import anima health permits. Post estimates that for 2001 Venezuelan cattle exports to Colombiawill be
about 20,000 heads, a decrease in comparison to the previous year that can be attributed to the recent outbresks of
FMD. Exports are expected to recover dightly in 2002 if the FMD control program is successful.

Most cattle imported from Colombia are for daughter; cattle from other sources, especidly the United States, are for
breeding purposes.

For beef exports, snce Venezudais not FMD free, there are only alimited number of countrieswilling to accept its
beef. Beef exports range between 6,000 to 7,000 MT dl going to Colombia and some Caribbean idands.

From 1997 to 1999 U.S. beef imports had arapid rise. The increase in demand for U.S. beef can be linked to market
promoation efforts started by FASCaracas and supported by the U.S. Meat Export Federation. Importers continue
bringing in containers of U.S. high qudity beef cuts on amonthly basisfor thelocd restaurant/hotd and processing
industry, however no major change in beef importsis forecast mainly because the poor economic Situation.
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POLICY

Purebred dairy and beef cattle are assessed an import duty of five percent; cattle imported for bullfights and daughter
are assessed an import duty of ten percent. In generd, al raw meets are assessed a five percent customs duty.
Livestock products move duty free when traded between Andean Community countries.

Imports of chilled and frozen beef carcasses, cuts, offa and processed products from non Andean Community
countries are subject to 20 percent ad valorem duty assessed on the CIF price. Imports of these products from
Andean Community countries and from other Centrd American countries with bilatera agreements are duty free. For
the mogt current tariff rates, importers should check the following web-site: www.comunidadandina.org

U.S. beef exports have become the latest in a series of food products to be injured by Venezuelan government trade
practices. FAS/Caracas has received complaints from U.S. exporters and Venezuelan importers whose businessis
being negatively impacted by sanitary requirements by the Government. The U.S. Embassy in Caracas has made
multiple requests to the Venezudan authorities to handle imports in amore scientifically based and trangparent manner.
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MARKETING

Pogt has noticed a growing interest in importing breeding stocks and genetics from the United States, mostly Brahman
cattle, semen and even embryos. FAS/Caracas has worked closdly with the Texas and FHorida Department of
Agriculturesin the promation of U.S. shows, giving support to different groups, guiding them and organizing visitsto
different ranches, and organizing trade missons to the United States and Venezuela

More than 500 Venezudan ranchers attended the Houston Livestock Show and Rodeo Show 2001. Thisisavery
popular Show among Venezudans and every year interest in atending this show and otherslike it increases.

Another show of great interest to Venezudans every year, isthe World Dairy Expo in Madison, Wisconsin. A big
group is planning to attend this year.

Recently, alivestock trade misson from the State of Florida came to Venezudato attend the Machiques Livestock
Show, in Zulia State. The Florida State Department of Agriculture has reported that the mission was very successful
and asaresult agroup of Venezudan caitle ranchers will travel soon to FHorida on abuying misson.

In order to promote U.S. products, FAS/Caracas organized the Great American Barbecue 111 with the support of the
U.S. Meat Export Federation (USMEF). USMEF has proven to be amgjor catalyst in recent yearsin generating
interest for U.S. beef in the Venezudan hotel and restaurant indusiry sector. The expected results from this show for
new mesat products will be approximatdy $ 3.2 million sdes.

Post has noticed that local restaurants and hotel chains appear to be a niche were U.S. mest is finding a market, as well
as the growing fast food industry, that even with the recesson, imports a considerable amount of industria grade besf.
Websites reference:

Gaceta Ganadera: www.gaceta-ganadera.com

OCEHI, Oficina Centra de Estadisticas e Informética: www.ocel.platino.gov.ve

Venezuda Bovina: www.ppca.com..ve

Noticiero Agropecuario: Www.noti cieroagropecuario.com

Comunidad Andina de Naciones, www.comunidadandina.org
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