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MAD COW HITS THE U.S. 

McDonald's, Tyson Lead Stocks
Of Beef Purveyors on Down Track

By SUSAN CAREY and TOM BURTON 
Staff Reporters of THE WALL STREET JOURNAL

The discovery of mad-cow disease in a single Holstein in Washington state battered the market value of 
beef and the stocks of beef purveyors ranging from McDonald's Corp. to Tyson Foods Inc., the nation's 
largest beef processor.

McDonald's said the diseased cow "has absolutely no connection whatsoever" to the company or its 
suppliers. In a statement issued from its Oak Brook, Ill., headquarters, the world's largest restaurant 
chain said it has "the most experienced, comprehensive and trusted quality-assurance programs in the 
world."

A number of other fast-food operators also said they didn't buy cattle from the region where the cow was 
found to be infected with bovine spongiform encephalopathy, otherwise known as mad-cow disease. 
The National Restaurant Association, which represents 56,000 members and 300,000 restaurant 
locations, said its members comply with strict mad-cow prevention measures in place since 1990.

MAD COW HITS THE U.S.
1 
See full coverage2 of the first case 
of mad-cow disease in the U.S. 

Some Could Benefit

Nevertheless, at 1 p.m. Wednesday in composite trading 
on the New York Stock Exchange, investors hammered 
restaurant issues. McDonald's led the tumble, with its 
shares declining 5.2%, or $1.32, to $23.96. Outback 

Steakhouse Inc. lost 5%, or $2.23, to $42.40, and Wendy's International Inc. shed 4.7%, or $1.87, to 
$37.79. Meanwhile, Tyson Foods, a huge processor of chicken, pork and beef, fell 7.7%, or $1.08, to 
$12.90, and packaged-food maker ConAgra Foods Inc., declined 27 cents to $26.13.
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Certain companies could benefit from the mad-cow news: Those butchering their own herds, and those 
providing diagnostic tests, if the kits get U.S. Agriculture Department approval.

Among the winners so far has been Bichelmeyer Meats in Kansas City, Kan. "This news has helped our 
sales today," owner Joe Bichelmeyer said on Christmas eve. Especially unexpected were the calls from 
people wanting whole sides of beef -- at more than $750 each. The explanation: Bichelmeyer raises, 
butchers and sells its own cattle -- and has done so for 50 years. "Our customers are wanting to secure 
quality beef from a name they trust," said Mr. Bichelmeyer.

Two testing companies that could see increased business are Abbott Laboratories and Bio-Rad 
Laboratories Inc. They and other sellers of rapid diagnostic test kits for mad-cow disease are likely to 
get a boost if the U.S. institutes a more comprehensive detection program for the brain-wasting disease.

Abbott, of North Chicago, Ill., and Bio-Rad, Hercules, Calif., are the major publicly traded companies in 
the testing industry, which in total generates a little more than $100 million in annual sales, principally 
in Europe. These companies' quick chemical test kits, which sell for $10 to $20 each, work much faster 
than does the current system employed by the U.S. Agriculture Department. Speed means that infected 
cattle can be destroyed before the meat reaches the food chain.

Almost certainly, testing will become more stringent. "Looking around the world, these occurrences 
have triggered testing," said Jim Koziarz, head of diagnostics research at Abbott, referring to discoveries 
of mad cow in cattle in Britain and elsewhere. Abbott licenses its test from Ireland's Enfer Scientific.

Unsettling Developments

For companies directly linked to the beef industry, meanwhile, the mad-cow developments are 
unsettling. Standard & Poor's Corp. warned Wednesday that it may cut the debt ratings of most beef 
processors, and it revised its outlook for several restaurant companies. The rating agency said it put on 
CreditWatch with negative implications processors including Tyson, Swift & Co., National Beef 
Packing Co. LLC and ContiGroup Cos. Smithfield Foods Inc. ratings were already on CreditWatch. 
The outlook for diversified agribusiness concern Cargill Inc. also was downgraded to negative from 
stable. S&P also lowered its outlook on several restaurant companies, including Jack in the Box, 
Wendy's and Morton's Restaurant Group Inc.

Few calls about the scare came across the customer-care hotline run by grocery-store chain Albertson's 
Inc. on Wednesday. Whole Foods Market Inc., an Austin, Texas, operator of 145 natural and organic 
foods supermarkets, said it received some queries from consumers on Wednesday, according to 
spokeswoman Amy Hopfensperger. "I think a lot of our customers understand: It's one case. We're not 
getting overwhelmed by questions."

Active Selling
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Tyson, Springdale, Ark., said it confirmed that no product from any of the three Washington plants 
identified by the Agriculture Department has been purchased by Tyson facilities or used in any products 
made by the company. "This case poses no risk to consumers because the BSE infectious agent is not 
found in beef muscle, such as steaks, roasts and ground beef," Tyson said in a statement Wednesday. 
"This is an animal-disease challenge -- not a food-safety problem."

At the opening bell Wednesday at the Chicago Mercantile Exchange, thousands of contracts to sell hit 
the pit, sending live-cattle futures prices down by their daily limit of 1.5 cents to 89.17 cents a pound.

The number of contracts trying to sell most-active February futures was estimated at 10,000. Almost no 
buyers stepped forward because most analysts and traders said they expected cash live-cattle prices to 
decline at least 13 cents a pound from last week's 91-cent value, or about 15%.

In an extraordinary move, the CME expanded price limits that will allow cattle futures to move more 
broadly -- and likely down -- in trading set for Friday. Prices will be allowed to fall as much as three 
cents a pound, and if they do, contract prices will be allowed to drop as much as five cents a pound on 
Monday.
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