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Flagship Report: Toward Transparency

Antibiotics and Animal Health:
Value-Chain Implications in the US


Antibiotic resistance a growing concern. The proliferation of antibiotic resistance
is primarily attributed to the misuse and overuse of the drugs in human medicine and
animal agriculture. With respect to the latter, a confluence of regulatory action and
heightened consumer awareness is exerting pressure on livestock producers to
reassess their usage of antibiotics. In this report we aim to provide transparency on
trends in antibiotic use as well as on other nutritional feed additives.



What’s currently used to maintain animal health and promote growth?
Antibiotics are a simple and cost-effective way for meat and poultry producers to
increase production and manage animal health. But there are a number of other
specialty and nutritional feed additives that are utilized for similar purposes. We
review the range of feed additives that are currently used and in development.



Investment implications. In offering a framework for further inquiry, we assess the
impact of curbing antibiotic usage in livestock and poultry production across several
parts of the animal nutrition value chain.
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 For animal health companies, we believe regulation in its current form
presents limited near-term risk to earnings, though shifting consumer demand
and more stringent regulation could have a more significant impact longer term.
 Specialty and nutritional feed additives are generally produced by major
chemical companies and represent a small portion of overall revenues.
 However, for companies with more concentrated exposure, prebiotic and
probiotic feed additives appear to offer the greatest growth potential.
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 From a producer standpoint, poultry processors that are proactive and
innovative in reducing antibiotics use are well-positioned to meet consumerdriven demand.
 Key public companies highlighted in this report: Animal health – Phibro
Animal Health, Zoetis; specialty and nutritional feed additives – BASF, DSM,
DuPont, Novozymes; processors – Tyson Foods, Pilgrim's Pride, Sanderson Farms.
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Please see important disclosures at the back of this report.

Cornerstone Capital Inc. doing business as Cornerstone Capital Group (“Cornerstone”) is a Delaware corporation with headquarters in New York,
NY. The Cornerstone Flagship Report (“Report”) is a service mark of Cornerstone Capital Inc. All other marks referenced are the property of their
respective owners. The Report is licensed for use by named individual Authorized Users, and may not be reproduced, distributed, forwarded,
posted, published, transmitted, uploaded or otherwise made available to others for commercial purposes, including to individuals within an
Institutional Subscriber without written authorization from Cornerstone.
The views expressed herein are the views of the individual authors and may not reflect the views of Cornerstone or any institution with which an
author is affiliated. Such authors do not have any actual, implied or apparent authority to act on behalf of any issuer mentioned in this
publication. This publication does not take into account the investment objectives, financial situation, restrictions, particular needs or financial,
legal or tax situation of any particular person and should not be viewed as addressing the recipients’ particular investment needs. Recipients
should consider the information contained in this publication as only a single factor in making an investment decision and should not rely solely
on investment recommendations contained herein, if any, as a substitution for the exercise of independent judgment of the merits and risks of
investments. This is not an offer or solicitation for the purchase or sale of any security, investment, or other product and should not be construed
as such. References to specific securities and issuers are for illustrative purposes only and are not intended to be, and should not be interpreted
as recommendations to purchase or sell such securities. Investing in securities and other financial products entails certain risks, including the
possible loss of the entire principal amount invested. You should obtain advice from your tax, financial, legal, and other advisors and only make
investment decisions on the basis of your own objectives, experience, and resources. Information contained herein is current as of the date
appearing herein and has been obtained from sources believed to be reliable, but accuracy and completeness are not guaranteed and should
not be relied upon as such. Cornerstone has no duty to update the information contained herein, and the opinions, estimates, projections,
assessments and other views expressed in this publication (collectively “Statements”) may change without notice due to many factors including
but not limited to fluctuating market conditions and economic factors. The Statements contained herein are based on a number of assumptions.
Cornerstone makes no representations as to the reasonableness of such assumptions or the likelihood that such assumptions will coincide with
actual events and this information should not be relied upon for that purpose. Changes in such assumptions could produce materially different
results. Past performance is not a guarantee or indication of future results, and no representation or warranty, express or implied, is made
regarding future performance of any security mentioned in this publication. Cornerstone accepts no liability for any loss (whether direct, indirect
or consequential) occasioned to any person acting or refraining from action
as a result of any material contained in or derived from this
publication, except to the extent (but only to the extent) that such liability may not be waived, modified or limited under applicable law. This
publication may provide addresses of, or contain hyperlinks to, Internet websites. Cornerstone has not reviewed the linked Internet website of any
third party and takes no responsibility for the contents thereof. Each such address or hyperlink is provided for your convenience and information,
and the content of linked third party websites is not in any way incorporated herein. Recipients who choose to access such third-party websites or
follow such hyperlinks do so at their own risk.
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