olitical unrest was a major theme in many countries
around the world in 2016. In June, the United Kingdom
voted toleave the European Union, giving way to the new
term “Brexit.” In July, there was a failed coup in Turkey and
presidents in Brazil and South Korea were impeached. Come
November, real estate mogul and billionaire Donald Trump
was elected president of the United States (US) in what some
consider a strong nationalist movement. The International
Monetary Fund is projecting the world’s economic growth rate
declined slightly in 2016 to 3.1 percent from 3.2 percent in
2015. World growth is forecasted at 3.4 percentin 2017 driven
by developing nations while the growth rate in developed
countries is expected to remain low.

High pathogenic avian influenza was reported in Dubois
County, Indiana, in January 2016 and although most US trading
partners now accept that heat-freated rendered products are
safe, a ban on exports of rendered poultry products followed.

$ By.l(e_nt Swisher 8 "
President, International Programs, National Renderers Association

live weight increased to 1,363 pounds, up 3 pounds, a frend that
is continuing.In the last 15 years, cattle slaughter weights have
risen 9 percent. Swine and poultry slaughter continues to surge
as well. Despite swine slaughter declining 5 percent in 2014
due to the mortalities caused by porcine epidemic diarrthea
virus, the industry rebounded in 2015, and in 2016 swine
slaughter grew more than 2 percent to just over 118 million
head, an 11 percent bump from 2014. Live weight decreased
slightly from 283 pounds in 2015 to 282 pounds in 2016.
Broiler production grew 1 percentin 2016 totaling over
8.9 hillion birds slaughtered while live weight was up 1 percent
from 2015 from 6.12 pounds per bird to 6.16 pounds per bird
signaling an upward trend of heavier birds for slaughter. Inthe
last 15 years, slaughter weights for broilers have gone up 12
percent. This increased livestock and poultry production led
to 400,000 metric tons more of rendered fats and proteins
being produced in 2016 over 2015, a 4.2 percent growth.

In addition, an “all-vegetarian diet” trend in the US poultry
industry continues to lower demand for rendered products.
According to Informa Economics, over 20 percent of broilers
and 25 percent of layers are now fed all-vegetarian diets.
Informa estimates this trend will expand to 30 to 35 percent
and 50 percent, respectively, in the next five years further
establishing the importance of access to global markets for
rendered products.

Partly due to this vegetarian trendin poultry diets, prices
for processed animal protein meals declined anaverage of 17
percentin 2016 while exports grew 28 percent. One highlight
lastyearwasthatthe first exports of tallow to China since 2003
arrived and were well received. This concluded over 10 years
of market access negotiations for tallow between the United
States and China, with support from the National Renderers
Association (NRA). Exports are expected to increase as more
US companies get approved to ship tallow to China.

Domestic Developments
Supply

Cattle slaughterin 2016 was 30.5 millionhead, up6 percent
over 2015, the first year of growth since 2010. In addition,
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Production and consumption data for the rendering
industry was traditionally reported in the US Census Bureau's
M311K — Fats and Oils: Praduction, Consumption, and
Stocks report, but this report was discontinued in July 2011
after government cutbacks. In subsequent industry market
reports, the data in table 2 was derived by NRA using historic
relationships between livestock production as reported
by the National Agricultural Statistics Service (NASS) and
rendered product production. However, in May 2015, NASS
began surveying rendered product production with 2016
being the first full year of data NASS has released. Hence,
2016 production in table 2 is derived from the NASS Fats and
Oils: Oilseed Crushings, Production, Consumption, and Stocks
Annual Summary report that was released in March.

Using the 21 months of NASS data compiled as abaseline
to derive historic production, some of the 2011-2015 data in
table 2 has been revised, leading to higher tallow, poultry fat,
and protein meal production figures than previously reported.
For 2016, NASS also included two new products in its report —
technicaltallow and other faL. Yellow grease productionin table
2for2016is NASS data, but prior years are calculated using the
relationship between yellow grease production numbers inthe
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2010 Informa Economicsreport, A Profile of the North American
Rendering Industry, and cooking oil consumption as reported
by the US Department of Agriculture (USDA). However, since
the NASS publication does not include consumption, the
data in table 2 for rendered fats use in biodiesel/renewable
fuel is compiled from the Energy Information Agency (EIA)
Monthly Biodiesel Production Report. Other consumption
data is derived by subtracting production estimates from
export estimates and biodiesel/renewable fuel usage.

Following the trend in increased slaughter and slaughter
weights, rendered product production grew in 2016. Total
tallow production was up 6.6 percent to more than 2.5 million
metric tons. This includes about 1.6 million metric tons of
inedible tallow, up 6.3 percent from 2015; 563,000 metric
tons of technical tallow, up 9 percent; and 410,000 metric
tons of edible tallow, up 6 percent from 2015. White grease
production followed the rise in pork slaughter and was up 1.4

Demand

The rendering industry produces commodities for the
livestock feed, pet foad, energy, and oleochemical industries
along with edible products for food. The largest demand sector
comes from livestock feed and pet food. According to the
2017 Alltech Global Feed Survey, the United States produced
169.7 million metric tons of feed in 2016, down 2 percent
from 173.7 million metric tonsin 2015. The largest market for
rendered fats continues to be the feed sector followed by the
oleochemicaland biofuel industries. Reliable data for fat use in
oleochemicals is not available; however, in the biodiesel and
renewable fuel industry, EIA reports about 1.1 million metric
tonsofrendered fat was used for biofuelin 2016, down slightly
from 2015. This demand is somewhat a function of price but
also of the Environmental Protection Agency’s Renewable
Fuel Standard and other state regulations, including the Low
Carbon Fuel Standard Program in California.

Table 1. Average annual prices of select rendered products, 2011-2016 (per metric ton)

% Change
Product (Location) 2011 2012 2013 2014 2015 2016 15/16
Fats
Beef fallow, packer (Chicago) $1,095 $963 $887 $801 $581 $638 10
Choice white greass (Missouri River) $1,020 $926 $846 $711 $498 $537 8
Edible tallow (Chicago) $1.176 $1,068 $046 $865 $638 $714 12
Edible tallow (Gulf) $1,180 $1,034 $966 $803 $563 $746 32
lard {Chicago) $1,093 $1,279 $1,081 $959 $670 $708 6
Poultry fat (Mid-south) 3992 $864 $793 $660 $502 $546 9
Yellow grease [Missouri River) $932 $788 $727 $612 $462 $505 9
Protein meals
Blood meal, porcine (Midwest) $1,047 $1,214 $1,308 $1,643 51,086 $899 =i
Blood meal, ruminant (Missouri River) $940 $1,122 $1,232 $1,580 $1,070 $857 -7
Feather meal (Mid-south) $565 $715 $701 $772 $521 $391 75
Meat and bone meal, porcine (Missouri River) $462 $552 $527 $556 $377 $314 -17
Meat and bone meal, ruminant (Missouri River) 3413 $473 $464 $502 $359 $294 -18
Poultry by-product meal (57% profein, Mid-south) $524  $504  $582  $610  $447  $330 24
Poultry by-product meal (67% protein, Mid-south) $795 $919 $821 $871 $602 $614 2

Source: The Jacobsen.

percent to 788,000 metrictons in 2016. Lard rose 3.7 percent
to 167,000 metric tons while choice white grease production
was 620,000 metric tons, up nearly 1 percent over 2015.

Yellow grease/used cooking oil (UCQ) production was
approximately 916,000 metric tons last year. The production of
yellow grease and UCO are lumped together in the NASS report
so there is no reliable figure for UCO production as a stand-
alone product. Other grease production was 336,000 metric
tons in 2016, which includes fats and blends of fats that do
not fall under the definition of previously reported categories.
Intotal, fat productionin 2016 was 5.7 million metric tons, up
208,000 metric tons, or 3.8 percent, from 2015.

It must be noted the cattle cycle finally reversed itself in
2016 and production will continue to grow into the foreseeable
future. Meat and bone meal production — which includes
ruminant, porcine, and mixed species —was 2.7 million metric
tonsin 2016, up 5percentfrom 2015. Poultry meal production
was around 1.4 million metric tons last year, a 3.3 percent
increase from the previous year, while feather meal production
was 527,000 melric tons, up 2.8 percent. Total processed
animal protein production in 2016 grew 4.2 percent to 4.6
million metric tons, 180,000 metric tons more than in 2015.
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Dverall domestic demand for rendered products in 2016
was roughly 8.7 million metric tons, up 2.5 percent from 2015.
Exports of rendered products were 1.6 million metric tons,
up 13 percent. Domestic consumption of fat was about 5.0
million metric tons last year, up 4 percent from the previous
year. Consumption of fat inthe food, feed, fatty acid, carryover,
and other category was just over 3.8 million metric tons, a
6.3 percent increase from 2015. Tallow consumption in this
category was 2.0 million metric tons, up 12 percent, while
yellow grease and “other grease” consumption was 336,000
metric tans, down mare than 10 percent from 2015. Total fat
consumptionin this segment accounted for 67 percent of total
rendered fat production.

Consumption of rendered fats in the biofuel segment
was 1.1 million metric tons in 2016, down 3.7 percent from
2015. Biofuel production accounted for 20 percent of the
rendered fats produced last year. Consumption of animal fat
in the renewable fuel sector was 512,000 metric tons, down
11 percent, while use of recycled oils in biofuel production
was over 630,000 metric tons, up nearly 3 percent from 2015.

Continued on page 13
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Table 2. US production, consumption, and export of rendered products, 2011-2016 (000 metric tons)

% Cheange
Category 2011 2012 2013 2014 2015 2016 15/16
Production
Tallow 2,646.2 2,617.6 2,598.2 2,449.7 23939 72,5595 6.9
Inedible tallow 1,650.7 1,632.9 1.620.7 15281 1,493.3 1,587.4 6.3
Technical tallow 569.0 562.9 558.7 526.8 5148 562.5 93
Edible tallow 426.5 421.9 418.7 394.8 385.8 409.6 6.2
Poultry fat 1,004.9 1,005.2 [l el 1,035.9 1,067.6 1,113.3 4.3
Yellow grease/used cooking oil 906.4 885.9 896.4 0532 926.4 916.4 -1.1
White grease 22105 T 735.1 7241 776.7 787.6 1.4
Choice white grease 571.6 584.0 582.3 573.7 615.3 620.3 0.8
Lard 149.9 153.2 1527 150.5 161.4 167.3 3.7
Other greases 345.2 346.7 3449 3321 3399 336.0 =]
Subtotal 5,624.1 5,592.5 5,594 .4 54750 5,504.4 S8 3.8
Meat and bone meal 2,624.0 2,635.3 2,621.5 25242 2,583.5 2,715 50
Poultry by-product meal 1.258.9 12593 V.27 1.297.7 1,.337.4 1,382.1 33
Feather meal 482.5 482.7 489.7 4974 512.6 527.2 28
Sublotal 4,365.4 4,377.2 4,388.9 43194 4,433.5 4,620.8 4.2
N Total 9,989.4 9,969.8 9,983.3 9,794.5 99380 10,333.6 4.0
Consumption
Feed, food, fatty acids,
carryover, other 3,475.4 3,626.7 3,618.4 3,606.6 3,620.3 3,846.4 6.3
Tallow 1,792.3 1,880.9 lasay 1,845 4 1,791.0 2,005.6 12.0
Paultry fat 896.0 896.3 932.0 9379 965.2 999.0 35
White grease 442 4 525.8 493.7 488.5 490.0 506.0 33
Yellow and other greases 344.7 323.8 2529 334.7 374.1 S30.9 -10.2
Biodiesel and renewable fuel 886.8 896.3 1,116.7 1,051.8 1,187.0 1,142.6 3.7
Animal fat 584.7 461.3 500.7 468.5 572.7 al23 -10.6
White grease 241.8 185.1 211.4 213.6 266.8 262.2 -1.7
Tallow 15575 174.6 205.0 161.0 195.0 150.5 -22.8
Poultry fat 108.9 79.8 73.0 79.8 86.0 99.6 158
Other 38.6 21.8 11.3 14.1 24.9 n/a
Recycled oils 302.1 435.0 616.0 583.3 614.3 630.3 2.6
Yellow grease/used cooking oil 213.6 303.9 4754 493.5 558.9 630.3 128
Other 88.5 131.1 140.6 898 55.4 n/a
Subtotal 4,362.1 4,523.0 4,735.1 4,658.4 4,807.3 4,989.0 3.8
Animal protein meals 3,267 .0 3,336.9 3,319.2 3:258.3 3,273.2 3,265.7 -02
Feather meal 419.7 390.5 310.9 3315 425.6 463.3 89
Subtotal 3,686.8 3,727.4 3,630.1 3,589.8 3,698.8 3,729.0 0.8
Total 8,048.9 8,250.5 8,365.2 8,248.1 8,506.1 8,718.1 2.5
Exports
Yellow grease 566.2 452.1 361.0 333.1 253.0 286.2 12691
Inedible fallow 598.4 486.7 382.3 402.5 343.1 283.3 -17.4
Edible tallow 60.0 75.4 £ 40.8 64.8 120.1 855
Llard 34.8 24.8 294 21.4 19.7 19.1 -3.5
Poultry fat n/a 29.1 149 182 164 147 -10.1
Choice white grease 2.5 1.4 0.5 0.6 0.2 0.4 852
Subtotal 1,261.9 1,069.5 859.3 816.7 697.2 723.8 3.8
Animal protein meals 615.8 557.6 580.0 563.7 647.7 827.9 278
Feather meal 62.8 92.2 178.8 166.0 87.0 63.9 -26.6
Sublotal 678.6 649.8 758.8 2907 734.7 821.8 214
Total 1,940.5 1,719.3 1,618.1 1,546.3 1,431.9 1,615.5 12.8

Sources: Global Trade Atlas for exports, US Energy Information Agency for biodiesel inputs, end USDA/NASS - Fais and Oils: Oilseed Crushings,
Production, Consumption, and Stocks Annual Summary for 2016 production.

MNote: nfa = not available

Table 3. US annuail livestock and pouliry slaughter, 2011-2016 (thousand head)

% Change
Species 2011 2012 2013 2014 2015 2016 15/16
Broilers/Mature chickens 8,683,643 8,576,195 8,648,756 8,669,628 8,822,692 8,909,014 1.0
Cattle 34,087 32,951 32,462 30,266 28,843 30,565 6.0
Hogs 110,860 113,163 112,077 106,958 115,512 118,202 2.3
Turkeys 246,844 250,192 239,404 236,617 232,389 243,255 A7

Source: USDA/INASS.
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Market Report Continued from page 11

Domestic demand from both traditional uses and biofuel
remained strong last year and continues to pull fat off the
export market.

Domestic consumption of processed animal protein meals
was almost 3.3 million metric tons in 2016, down slightly from
2015, while consumption of feather meal was 463,000 metric
tons, up 9 percent. Exports of processed animal proteins were
nearly 828,000 metric tons, up about 28 percent, yet feather
meal exports were down 27 percent to 64,000 metric tons
mainly because of decreased demand from Indonesia.

In 2016, prices for rendered fats rebounded whereas
prices for processed animal proteins declined greatly. Increases
in fat prices can be attributed to biodiesel and renewable fuel
demand both in the United States and in export markets. On
average, fat prices rose 12 percentin 2016 compared to 2015,
yet processed animal protein and feather meal prices dropped
17 percent on average to levels not seen in over 10 years.
The decreases are a result of low demand for animal proteins
due to the previously mentioned all-vegetarian diet trend
within the US poultry industry along with a greater supply of
competing protein mealsin the marketplace. Export markets
for processed animal protein meals are now more important
than ever to the US rendering industry.

Outlook

Cattle slaughter in 2016 rebounded, ending the downward
cycle in the beef industry in previous years. According to
USDA’s Economic Research Service (ERS), beef production
in the United States is predicted to grow 11 percent in the
next 10 years. During the same time period, projections are
for the production of pork to rise 14 percent, poultry to be
up 10 percent, and turkey to increase 12 percent. Hence, the
production outlook is very bullish for rendered products over
the next 10 years.

However, the domestic demand for processed animal
protein meals looks uncertain as more poultry operations
are predicted to switch to an all-vegetarian diet for marketing
reasons. Informa Economics estimates that in the next five
years this trend will expand from 20 percent in broilers to 30
to 35 percent and from 25 percent to 50 percent in layers.
Fat demand faces the same challenges regarding the all-
vegetarian diets along with large increases in distillers corn oil
production and consumption in the United States. However,
unlike processed animal proteins, animal fat has additional
demand from the oleochemical and biofuel industries both
domestically and globally.

International Market Conditions
Protein Meals

Global demand for protein meals from the livestock,
aquatic, and pet food sectors was very strong in 2016.
According to the 2017 Alltech Global Feed Survey, global feed
production set a new record in 2016 at over 1 billion metric
tons, a4 percentgrowth from 2015. The largest feed producer
in the world is China, followed by the United States and Brazil.
In addition, China is the largest importer of feed ingredients
in the world. In 2016, China produced 187.2 million metric
tons of feed, up 4 percent from 2015. As a region, Asia is the
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largest feed sector, producing 367.6 million metric tons last
year, 5 percent more than the previous year.

Feed production in Europe, the second largest producer
by region, grew from 240.6 million metric tons in 2015 to
249.4 million metric tons in 2016, while North America, the
third largest region, produced 191.1 million metric tons of
feed last year, down 2.5 percent from the previous year. Feed
production in Latin America, the fourth largest region, was
157.5 million metric tons in 2016, up 3.4 percent from 152.3
million metric tons in 2015. The modest expansion in the
global feed sectorreflects back on the added demand for feed
ingredients produced by the rendering industry.

Globally, processed animal protein meals go primarily
into poultry, aquatic, and pet food diets and to a lesser
degree into swine rations with the largest growth market
being aquaculture feed. Processed animal protein meals have
nutritional and palatability advantages in aqua rations over
vegetable-based diets and a price advantage over fish meal.
Processed animal protein meals also have a sustainability
advantage over these alternatives. Additionally, inclusion rates
for processedanimal proteins in aqua feed rationsare normally
higher than in terrestrial animal feeds, hence the aqua feed
sector is an important market for renderers.

in 2016, global agua feed production was 39.9 million
metric tons, up more than 12 percent from 35.5 million metric
tonsin 2015. Poultry feed production last year was estimated
at451.6 million metric tons, down 3 percent from the previous
year primarily due to the all-vegetarian diet trend in the United
States along with increased efficiencies in the poultryindustry.
Pet food production was reported at 25.0 million metric tons,
up 11 percent.

Total processed animal protein meal exports from the
United States were almost 828,000 metric tons in 2016, up
28 percent from 2015. The largest importer was Indonesia
with over 384,000 metric tons, up 35 percent. Exporls to
China grew a dramatic 121 percent last year, from 63,000
metric tons in 2015 to 138,000 metric tons in 2016. Exports
to Mexico dropped 4 percent last year to approximately
100,000 metric tons while exports to Chile fell 50 percentdue
to decreased salmon production caused by algae blooms in
production areas. Total US feather meal exports declined 27
percent in 2016. Overall prices in the protein meal sector have
been soft because of an oversupply of inexpensive soybeans,
dried distillers grains, and decreased domestic demand as
mentioned earlier.

Fats and Greases

The export market for all US rendered fats showed slight
improvement in 2016, growing 4 percent. Exports of inedible
tallow, which includes technical tallow, continued to drop
dramatically last year, falling 17 percent to 283,000 metric
tons. This was due to increased domestic demand along with
a large supply of competing oils such as palm and soybean in
the global marketplace. Edible tallow exports grew 86 percent
in 2016 to reach over 120,000 metric tons because of the
explosive growth of exports to Mexico, while yellow grease
exports were 286,000 metric tons, up more than 13 percent
as a result of higher exports Lo Europe for use in biodiesel.

Continued on page 15
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Table 4. US export customers by product, 2011-2016 (in metric tons)

% Change
Product/Couniry 2011 2012 2013 2014 2015 2016 15/16
Inedible tallow
Mexico 314,069 271,378 238,079 235,843 227,876 145,640 -36
Singapore 0 5,000 0 5,000 14,275 46,312 224
Canoda 20,013 12,772 14,841 18,493 20,812 22,600 9
Guatemala 29,584 19,117 13,332 21,470 20,449 20,094 -Z
Turkey 90,649 79,495 45,871 59,474 20,898 19,249 -8
Honduras 19,457 24,597 14,097 11,499 9,000 8,240 -8
Morocco 16,913 10,501 5,000 9,000 7,000 7,198 3
Dominican Republic 0 2,000 2,499 3,000 3,500 4,550 30
Nicaragua 8,098 7,749 B89 4,325 3,700 3,550 -4
El Salvador 7,499 4,699 4,199 3,750 2,900 3,000 3
Finland 0 0 0 0 0 2,000
Panama 400 400 0 800 800 500 -38
Haiti 7,540 1,750 4,519 8,348 917 275 -70
Colombia 8,099 7,199 3,899 6,100 8,000 78 -99
Dominica 2,799 4,199 4,649 2,800 2,800 0
Trinidad and Tobago 997 122 179 264 205 0
Venezvela 23,369 18,589 18,799 3,800 0 0
Pakistan 4,000 0 4,000 8,000 0 0
Nigeria 0 0 20 496 0 0
Peru 21,981 15,000 4,080 0 0 0
South Korea 17,800 2,000 0 0 0 0
Total 598,355 486,735 382,263 402,548 343,130 283,284 -17
Yellow grease (includes used cooking oil)
European Union-28 222,722 154,095 147,289 153,813 128,128 184,984 44
Mexico 131,831 113,534 95,892 95,574 72,564 50,014 -31
Cancda 26,547 15,604 11,533 10,604 11,716 11,045 -6
Dominican Republic 30,460 17,629 18,082 15,518 9,585 10,639 11
Honduras 7,236 6,920 3,605 5,890 7,057 9,071 29
Guatemala 10,224 7,611 3,799 7,125 6,066 6,939 14
Bosnia and Herzegovina 1,608 520 1,567 499 3,883 1,846 -52
Trinidad and Tobago 1,572 1,455 2,447 1,144 2,193 1,568 -28
Singapore 706 1,656 2,593 2,675 1,755 1,541 12
Jamaica 6,630 4,802 6,991 7,300 1,310 1,362 -
Colombia 578 584 388 439 593 1,350 128
El Salvador 11,239 3,695 3,599 3,526 511 651 27
South Korea 2870 385 502 552 961 353 63
Haiti 5,292 5,284 1,250 1,250 947 76 92
Venezuela 91,490 104,869 56,896 19,851 0 0
Total 566,246 452,067 361,031 333,133 252,959 286,189 13
Edible tallow
Mexico 54,459 70,205 66,278 35,840 61,076 114,154 87
Cancda 5,283 5,163 4,870 4,807 3,657 5,706 56
Trinidad and Tobago 184 26 0 0 0 100
Total 60,043 75,399 71,148 40,783 64,762 120,146 86
Lard
Mexico 32,878 23,487 28,299 18,848 17,691 16,924 -4
Canada 1,016 598 596 612 393 988 151
Russia 0 0 0 0 301 829 b5
Total 34,776 24,825 29,444 21,392 19,741 19,050 -4
Choice white grease
China 27 38 0 58 136 134
Colombia 99 31 250 50 100 100
Mexico 92 33 208 27 67 148
Total - 1,387 491 639 202 374 85
Pouliry fat
Cancda 10,667 11,065 13,072 10,942 9,320 -15
Mexico 806 854 1,731 2,418 2,139 -12
Peru = 0 0 0 958
Dominican Republic 513 644 577 616 671 9
Guatemnala 287 370 458 446 516 16
Spain 2 - = S 320
Total - 14,536 14,895 18,173 16,376 14,728 -10
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Table 4. US export customers by product, 2011-2016 (in metric tons), continued

% Change
Product/Country 2011 2012 2013 2014 2015 2016 15/1é
Animal protein meals
Indonesia’ 387,336 224219 233,906 222,561 285,282 384,686 35
China 16,356 43,421 48,986 82,697 62,591 138,043 121
Mexico? 91,425 90,049 83,334 74,866 103,779 90 581 -4
Cancda 38,333 38,044 43,368 48,690 SB.TES 64,298 9
European Union-28 5,574 5,518 5,682 7.022 14,007 29,345 110
Chile® 21,587 57,394 35,970 37,852 57,084 28,898 -49
Vietnam 307 2,050 1,780 1,613 8,201 28,387 246
Henduras 167 200 3,406 1,100 3,704 11,746 217
Ecuador® 7,200 6,400 9,400 10,034 8,218 11,077 35
Philippines 4,466 33035 20,704 12,462 10,734 8,990 -16
Guatemala 10 1,037 12,595 7392 1,381 4,130 199
Malaysia 0 2,060 16,902 13,300 1,446 3,900 170
Costa Rica 1,948 349 /81 749 1,176 3,800 223
Thailand 1512 12,884 14,951 5,740 5,163 3,479 38
Peru LT 680 1,156 994 846 2,646 213
Colombia 1,001 724 2,276 523 950 2,260 138
Bangladesh 0 1,277 3,425 1,505 3,820 507 -6]1
Brazil = 76 = = 256 296 16
Dominican Republic s 881 - 307 1,252 14 -99
Total 615,784 557,608 579,967 563,706 647,708 827,889 28
Feather meal
Indonesia 36,011 46,929 110,087 98,990 41,750 27,659 -34
Canoda 11,632 17,035 8,961 16,227 15,573 16,879 8
Chile 13,697 25,667 52,972 48,135 24,403 10,046 -59
China 0 0 183 1,265 Q77 7,391 656
Vietnam 625 95 4,120 7 2,637 1,440 -45
Philippines 0 0 0 0 100 200 100
Colombia 0 0 0 - 150
Total 62,791 92,195 178,815 165,952 87,000 63,873 -27
Source: Global Trade Atlas.
1NRA esiimates.

2From Mexico customs office.
*From Data Sur.

Market Report Continued from page 13

Globally, the rendered fat market isincreasingly becoming
reliant on the biodiesel and renewable diesel industries both
from direct demand and the rising interest for competing
products like palm oil and soy oil. In the last five years, the
use of animal fatin the global biodiesel industry has gone up
88 percent from 1.5 million metric tons in 2011 to 2.8 million
metric tonsin 2016. Inaddition, UCO consumption in the global
biodiesel and renewable fuel industriesgrew 199 percent over
the last five years from 1.1 million metric tons to 3.1 million
meitric tons. Combined, the demand for both UCO and animal
fat was 5.9 million metric tons in 2016. This is a market that
was virtually non-existent 10 years ago.

Even thoughtallow exports were down overall, there are
two positive items to report in 2016. First, exports to Singapore
grew to 46,000 metric tons in 2016, a 224 percent jump from
2015. Second, after more than 12 years of negotiations, the
United States regained market access to China for tallow with
the first US exporter registered in July 2016, followed by its
first sale in August and its first shipment arriving at the soap
buyer’s factory in October.

The multi-year effort to gain market access into China
would not have been possible without NRA’s cooperative
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relationship with USDA’s Animal and Plant Health Inspection
Service and Foreign Agricultural Service. NRA predicts that
even though trade will begin slowly, exports of US beef tallow
to China could reach $3 millionin 2017 and exceed $10 million
by the end of 2018.

Outlook

The supply outlook for rendered products shows growth
over the next 10 years due to increased production of beef,
swine, broilers, and turkeys. This increased meat output will
resultin more rendered product production leading to a larger
supply of animal fats and proteins.

On the demand side, domestic use of rendered protein
meals will continue tobe under pressure as the all-vegetarian
diet trend continues in the poultry sector adding importance
to export markets. The global aquaculture and poultry markets
will continue to expand along with pet food demand that is
beginning to emerge in developing countries.

With regard to rendered fats, the traditional feed market
will remain important especially due to the all-vegetarian
trend in poultry and further replacement by distillers corn
oil. Hence, demand from the oleochemical industry and the
global biodiesel and renewable fuel industries remains very
important. R
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Regulations Keep West Coast

Renderers Busy
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“Asrenderers, we’ve always had challenges,” commented
Doug Smith of Baker Commodities Inc. and president of the
Pacific Coast Renderers Association (PCRA) at the group’s
annual convention in early March. “Today it seems to be
coming from the regulatory arena,” such as the Food Safety
Modernization Act (FSMA) and feed ingredient definition
review and changes by the Food and Drug Administration (FDA)
and American Association of Feed Control Officials (AAFCO).

“FSMA does change our world quile a bit as it makes it
clear rendering is part of the feed and food chain,” added
Ross Hamilton, Darling IngredientsInc. He showed the perfect
storm brewing for the rendering industry not only includes
FSMA and ingredient definition review and changes but also
export requirements dictated by importing countries and the
increasing trends of no animal by-products in pet food and
vegetarian diets for poultry and swine.

“Many of these trends are not sustainable, are solely
driven by marketing, and are counterintuitive,” Hamilton
continued. “Veg diets for chickens are ridiculous as they eat
everything.”

FDA has indicated it is reviewing and changing AAFCO
ingredient definitions so suppliers and consumers know exactly
what they are getting. However, the process does not follow
governmentrulemaking procedures, is consensus-driven and
influenced by FDA, and is often not scientific or nutritionally
based, Hamilton stated. So far, the definition for feed-grade
fat has been removed, animal fat has been modified to include
tallow and white grease, and yellow grease has been revised
to show a mixture of animal fat and used cooking oil. Hamilton
warned protein meal definitions could be reviewed next and
encouraged industry involvement to ensure the most accurate
terminology is used.
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“We need to encourage pet food companies and the
consumer that by-products are a good and nutritious part of
a pet’s diet,” he remarked.

As for FSMA, Hamilton commended the National
Renderers Association (NRA) for a great job preparing the
industry for compliance although discussions with FDA need to
continue to ensure inspector interpretation of the regulations
are accurate. One concern is states will begin adopting and
expanding FSMA requirements, leading to unnecessary and
cosftly compliance.

What these threats have in common, according to
Hamilton, are they all require a greater assurance of
transparency, traceability, product safety, disease control,
and an awareness of what rendering entails. Besides regulatory
concerns, other issues renderers need to be aware of and
address are numerous and include:

e potential changesin FDA compliance policy that could
affect dead stock following the recent recall of dog
food that tested positive for pentobarbital;

e FDACenter for Veterinary Medicine approval required
befare diverting adulterated human food to animal
food (the United States Department of Agriculture
relies onrendering to address condemned/recalled/
contaminated meat); and

e food waste reduction legislation at the federal and
state level.

Tad Bell, California Grain and Feed Association, examined

a new law that took effect January 1, 2017, and allows the
California Department of Food and Agriculture (CDFA) to adjust
registration and enforcement fees for the state’s inedible
kitchen grease program on the recommendation of the
Rendering Industry Advisory Board. Initiated by PCRA, the
law also authorizes the department to refuse inedible kitchen
grease transport registration for up to three years based on
violations or failure to pay fines. Bell said 46 digesters and
composters were permitted in California in 2016 processing
pre- and post-consumer food waste with eight more coming
online this year. All received state grants with some digesters
looking for meat products to aid their process.

Dennis Albiani, California Advocates, covered other
legislative issues in California, highlighting a new transportation
bill being voted on in April that would increase the state’s
diesel fuel tax by 20 cents beginning luly 1, 2017. Albiani
is monitoring an organics recycling bill to ensure rendering
remains under CDFA jurisdiction and not pulled under
California Department of Resources, Recycling, and Recovery
waste hauler regulations. He and his team of lobbyists are
using FDA’s Food Recovery Hierarchy to show that rendering
and feeding animals are preferred methods of food waste
disposal over composting.

NRA's Dr. David Meeker explained that FSMA has been
around for six years with compliance dates now in effect or
quickly approaching. Meeker is participating in an AAFCO-led
work group aimed at removing the term “by-product” from
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some feed ingredient definitions to modernize pet food labels
with more understandable ingredients. He also reported on
some of the multitude of research projects being conducted
under the Fats and Proteins Research Foundation. One jointly-
funded study with the Pet Food Institute is investigating the
location and influence of impurities on Salmonella in poultry
fat intended for pet food use.

Meeker next focused on sustainability of rendered
products, stating that if animal by-products were removed
from feed there would be fewer ingredient options, higher
ration costs, and lower overall sustainability of agriculture and
petfood. The tenets of rendering sustainability are to:

e produce safe animal food;

e practice environmental stewardship and operate

efficiently;

e care for local communities and employees; and

e helpfeed a hungry world by recycling responsibly.

Michael Beerends, a civil/environmental engineer at
GHD Services Inc., discussed the increase in salts and nitrates
in California’s Central Valley due to human and industrial
activities and what that means for renderers. It is estimated
that seven metric tons of salt accumulate in the valley’s ground
water each year so a complex and ambitious initiative beganiin
2006. Amanagement planfor an “economical and sustainable”
approach to preserve agriculture in the region was submitted
to the state water board this past December. Beerends said
meetings will be held over the next several years for review
and public comments. Doug Smith added that renderers need
to be aware of this initiative because what has been allowed
in the past for water discharge may not work in the future.

Dr. Daniel Whitehead, professor in the Department of
Chemistry at Clemson University, presented his research on
“nano-enabled odor remediation strategies.” Odor levels at
California dead stock and rendering facilities were monitored
in both winter and summer months with results showing that
volatile organic compound levels detected were significantly
below federal and state standards. Whitehead commented
thathumansare growing more sensitive to odors even if those
odors are not harmful.

Ridley Bestwick, West Coast Reduction, shared the current
Canadian rendering landscape, where six billion pounds of
animal by-products are generated each year. The country is
currently categorized as controlled risk for bovine spongiform
encephalopathy (BSE) by the World Organization for Animal
Health (O1E) and will be eligible to be categorized negligible
risk per OIE criteria in February 2020, 11 years from the birth
date of the last animal with the disease. As a result of BSE in
Canada, rendering plants are now species-specific, specified
risk material must be processed separately and sent to landfills,
and export markets are challenging if not non-existent.

Bestwick noted that Canada’s government has become
more liberal and younger in the last year so the thinking is
different and focused on the environment. The country’s
Clean Fuel Standard is expected to be final by 2019 and aims
to achieve an overall 30 percent greenhouse gas emission
reduction below 2005 levels by 2030 using a broad range
of lower carbon fuels and alternative energy sources and
technologies. Bestwick alerted the group that some of these
technologies — such as anaerobic digestion — are disrupting
the flow of raw materials to Canadian renderers.
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Chart 1. West Coast Reduction defines its placement in
the Environmental Protection Agency’s Food Recovery
Hierarchy
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Longknown as the invisible industry, West Coast Reduction
is now takinga highly visible approach by investing significant
resources in communicating its story with federal, provincial,
and local governments; the local community; and suppliers,
customers, and other stakeholders. The company is also
promoting its sustainability record, has incorporated exactly
where it fits into FDA’s Food Recovery Hierarchy graphic (see
chart 1), and is diversifying its strategies this year by expanding
its fish silage business and organic by-product recycling with
the opening of Harmony Beef in Alberta, Canada.

NRA President Nancy Foster said the rendering industry
is pleased that tallow is once again exported to China and is
optimistic, albeit cautious regarding biomass-based diesel,
about the new presidential administration. A flurry of activity
surrounding trade, tax and health care reform, and immigration
has kept NRA's eyes and ears on Washington, DC (see From the
Association on page 46). NRA is also working on challenges
for US renderers in international markets that include gaining
market access for meat and bone meal to Mexico, defending
exports of used cooking oil into Europe, and finalizing the
small ruminant rule to allow rendered product imports from
Canada.

PCRA members also heard how industry and government
policies and priorities intersect from California Senator Bob
Wieckowski (D-Fremont), who chairs the state’s Environmental
Quality Committee that aims to help reduce greenhouse gas
emissions by emphasizing sustainable approaches.

Continued on page 18
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PCRA Continued from page 17

“I do not know anyone who does
that better than the renderingindustry,”
he commented. “The state needs
to continue to support and advance
transportation fuels derived from waste
products. We are increasing our in-state
biodiesel production and our LCFS [low
carbon fuel standard] program has
expanded the market for biodiesel in
California.”

Wieckowski also chairs the Senate’s
Budget and Fiscal Review Committee
subcommittee that covers food and
agriculture, resources, environmental
protection, energy, and transportation.
The state’s budget contains funds to help
California meet its waste diversion and
greenhouse gas reduction goals through
composting and anaerobic digestion.
Several renderers were eager to educate
the senator on the service the industry
already provides to diverting organics
from landfills, which he recognized.

“The members of the Pacific Coast
Renderers Association show us how to
recycle and create a sustainable future,”
Wieckowski stated. “I look forward to
partnering with you to advance these
goals across all of California.” R

US Hide, Skin, and Leather Export Values Down

The United States (US) hide, skin, and leather industry exported more
than $2 billion in cattle hides, pigskins, and semi-processed leather products in
2016. Although total export value remained lower after peaking in 2014, the pace
of decline slowed last year compared to 2015. US hides and skins companies —
including producers, processors, brokers, and dealers —regularly export more than
90 percent of total US production and are one of the top raw material suppliers
to the global leather manufacturing industry.

According to US Department of Agriculture data, US exports of wet-salted
cattle hides (hides that have been preserved using brine solutions) dropped to
$1.39 billion in value, a 5 percent decrease from 2015. Exports of wet-blue cattle
hides (semi-processed hides that have undergone the first stages of leather
tanning) fell 19 percent to $606 million in value.

China was the largest buyer of catile hides in 2016, with imports of wet-salted
hides valued at over $S861 million and wet-blue hides worth $217 million. Other
large export markets include Korea, Mexico, Vietnam, and the European Union.

US pigskin exports dropped 16 percent in value to $32 million. Mexico and
Taiwan account for the vast majority of all pigskin exports.

This export data reflects sluggish global leather industry market conditions
in recent years. A variety of factors, including economic slowdowns in China and
reduced leather utilization in footwear globally, have pushed leather demand
lower. However, many in the industry see the trend improving in 2017 as leather is
reincorporated into more product lines, especially footwear. Given its dependence
on trade with foreign markets for its continued livelihood, the industry is also
monitoring the global political situation very closely.

“It is our hope that any policy revisions to the existing international trading
system will not negatively impact a thriving US industry’s ability to compete just
as our market is beginning to expand,” noted Stephen Sothmann, president of the
U.S. Hide, Skin, and Leather Assodation. R
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