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Morgan Stanley Cuts Tyson To Equal Weight
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NEW YORK -- Morgan Stanley cut its investment rating and profit outlook for Tyson Foods Inc. (TSN) 
on Friday, saying the discovery of bovine spongiform encephalopathy, or Mad Cow disease, in a dairy 
cow in the U.S. likely will reduce domestic beef consumption.

"The discovery of mad cow in the U.S. creates near-term earnings and valuation risk for Tyson," 
Morgan Stanley analyst Kenneth B. Zaslow said in a morning research note. "The mad cow incident in 
the U.S. likely will reduce U.S. domestic demand for beef, lower U.S. beef export demand, and pressure 
beef prices over the short-term."
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Zaslow cut his rating on Tyson to equal weight from overweight.

.

Morgan Stanley's Zaslow said that while the "mad cow incident may create a buying opportunity down 
the road," he's reducing his profit estimates for Tyson's fiscal second and third quarters. He maintained 
his fiscal fourth quarter and 2005 projections, saying the "mad cow incident likely will not be structural."

Zaslow cut his second quarter forecast to 19 cents a share from 21 cents, and his third quarter estimate to 
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27 cents a share from 32 cents. That brings Morgan Stanley's fiscal 2004 profit prediction for to $1 a 
share, down from $1.07.

"In our view, the discovery of mad cow disease in the US exacerbates our near-term concern for weaker 
beef packer margins and adds risk to our sales outlook (particularly exports)," Zaslow said.

The analyst said the situation likely will reduce domestic demand for beef at least over the next several 
months, lower beef export demand from the U.S.'s largest customers - Japan and South Korea - and 
pressure beef prices.

But Zaslow said the effect on Tyson's near-term earnings should be partially cushioned by better 
performance from the company's chicken and pork operations as consumers shift to chicken and pork 
from beef, and the relatively small contribution to earnings that beef typically has in Tyson's second 
quarter due to a seasonal lull in beef demand from January to March.

The mad cow incident may create a buying opportunity over the next six months, the analyst added, 
because it "likely will not evolve into a structural issue and Tyson's earnings should benefit as its 
portfolio 'scale' tips in favor of chicken."

Over the long term, Zaslow said he expects chicken to represent more than 50% of Tyson's operating 
profit, which would be up from 31% in fiscal 2003, while beef should contribute about 20%, down from 
43% in fiscal 2003.

--Dean A. Yuliano, Dow Jones Newswires, 201-938-5154

--dean.yuliano@dowjones.com
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