\-S'ME"I),

)

o :
RT pppe®’

U.S. Meat Bulletin

September 1, 2020 Volume XII | Issue 9.1

SUPPLY & DEMAND

The USDA CHOICE cutout value increased again last week, its 4th straight
week of rises. However, values began to slip yesterday August 31 as large
retail purchasing for next Monday’s Labor Day holiday has essentially been
completed and analysts see more supply pressure on the horizon. Last week
saw live cattle and futures prices soften following the bearish 8/21 USDA
August cattle on feed report. The USDA CHOICE cutout had risen
approximately 15% from its July 22 trough, due mainly to strong August sales
of beef at retail and some improvements - albeit slight - in some regional
foodservice markets. After spiking upward in mid-summer, beef retail prices
have slowly drifted lower and supermarkets are promoting more staple beef
items, including ground beef, at pre-pandemic price levels. Food pricing
continues to be a critical issue to U.S. consumers, especially as many CoVID
related government support programs have ended. The outlook for retail
beef prices looks favorable though, as the industry will start to seasonably
ramp up slaughter after next Monday’s end-of-summer Labor Day holiday.
And with average cattle weights still running 20 pounds heavier than year-
ago levels, there will be pressure on the supply side to keep wholesale beef
moving briskly. In the last 6 weeks, U.S. beef production was 6.9% higher
than the most recent five-year average, a clear sign of ample supplies. One
item that has come down in price is 50CL beef trim, a key component of
ground beef. Current values are 53% lower than a year ago and have
dropped roughly a third in the last 4 weeks alone. For the cattle industry, it is
hoping that plants can step up processing levels; last week’s 654K kill was the
2nd Jargest of the year but in order to work through existing backlogs,
slaughter will need to get above 660K for multiple weeks in order to relieve
the pipeline. All players in the cattle & beef supply chain will be walking a
tightrope this fall.
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Beef Choice Beef Cutout Value:31/8/2020 - US$227.95/cwt. (+2% from
24/8/2020)

Lower picnic, loin and ham values pulled down the pork cutout value 2% last
week after 3 weeks of increases. Hog futures moved higher however, based
on low frozen pork stocks (see GRAPH below), optimism about Q4 China
purchases, and some optimism that the industry is growing more current in
its marketing of hogs. Analysts believe that producers have managed to slow
down hog growth this summer, citing data from last week showing average
dressed weights of producer owned barrows and gilts were now lower YOY.
Weekly slaughter volumes are also increasing. After a 2.618 million heads
harvest the week before last, the U.S. industry processed 2.664 million hogs
last week, up 7.9% from the same week last year. Yesterday, the U.S.
harvested 486,000 animals, up from 469,000 a week ago. With plants closed
next Monday for Labor Day, the industry is hopeful that this week’s harvest
can reach 2.7 million head. Nevertheless, there are still an estimated 1.4
million hogs ‘backed up’ from the early summer plant closures and CoVID still
remains an operational risk. Currently the industry is still only processing at
95-97% of capacity. Given what is likely to be very large production numbers
during Q4, analysts see robust exports as being the key to supporting cutout
values in the months ahead. After lackluster activity in the previous month,
new net U.S. pork sales for the week ending August 20 were up 56% from the
average of the previous 4-weeks. Sales were stronger to major markets
Canada, Japan, Korea and China.
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MARKET MAKERS

U.S. sausage maker Johnsonville has acquired Malaysia halal processed meat
products manufacturer PrimaBaguz. PrimaBaguz was previously owned by
Malaysia's state-owned private equity firm Ekuiti Nasional Bhd (Ekuinas).
PrimaBaguz employs 330 people at its facilities in Malaysia. Johnsonville’s
first SE Asian acquisition was its purchase of a controlling interest in
Singapore’s QB Food Trading, PTE Ltd. in 2015. Last year, Johnsonville
announced it was entering a joint venture with Frabelle Foods in the
Philippines.

MOVING AHEAD

The National Pork Board has launched a new “master-brand” marketing
strategy to encourage U.S. consumers to experience the “authentic” flavors of
pork. Noting that Americans have grown weary of CoVID quarantine
restrictions, the Real Pork Kkickoff will consist of providing new “small
adventures” to home cooks starting today September 1 by showcasing a
number of international pork recipes including Instant Pot Thai Pork Chop
Curry and Filipino Pork BBQ Bowl. The September launch is also aimed to
emphasize to American consumers how pork is the global meat of choice.
Although the development of the Real Pork concept began pre-CoVID, the
shift in consumer eating habits to more home meal preparation has resulted
in an acceleration of consumer purchasing and exposure to fresh pork bought
at retail. Most pork consumed in the U.S. is in further processed form (e.g.
bacon, sausage & deli meats) but sales of fresh items such as ribs and ground
pork have surged during the pandemic. According to NPB research, sales of
ground pork were up +69% in March YOY and 22% in recent weeks, with
many buyers not having purchased ground pork for over a year. According to
researchers IRI, retail pork sales mid-year were up 25% in value terms and
17% by weight. Still, nearly % of consumers polled about home cooking
habits indicated that they lacked menu ideas or inspiration to try out new
dishes. The Real Pork campaign also aims to familiarize consumers with the
U.S. pork production system; recent research shows that over 1/3d of U.S.
consumers have an interest in knowing the farm their meat comes from but
generational population shifts to urban areas has resulted in a consumer
disconnect with U.S. agriculture. Real Pork also aims to distinguish meat from
animals from the growing range of non-meat options. Real Pork campaign
details can be found at https://www.pork.org/real-pork/.

TRADE

Taiwan’s President last Friday announced that the government will ease
restrictions on pork and beef imported from the U.S. Specific measures are
expected to include adoption of CODEX-approved maximum residue levels
(MRLs) for ractopamine in pork and elimination of the 30-month cattle age
limit for beef. Taiwan set Codex MRLs for ractopamine in beef in 2012, but
domestic hog industry opposition has kept the pork market racto-free.
Although details have yet to be released, it is believed that Taiwan’s hog
producers will not be able to use the feed additive. In 2007, the Taiwan
government notified the WTO of its intention to establish CODEX equivalent
MRLs for ractopamine in pork & claimed again last week it has completed a
risk assessment on ractopamine’s safety. The 2007 notice was quickly
withdrawn following intense opposition from producers, and the issue has
clouded the U.S.-Taiwan trade relationship since. Although the government
has announced a U.S. $340 million pig farming industry fund to help alleviate
any domestic impact of the new trade access, Taiwan pork imports have
historically been modest. Little imported pork is sold at retail, as most
imported products are channeled into the domestic meat processing sector.
Domestic pork self sufficiency is 88-90%. So far this year, pork imports,
including variety meats that account for roughly 1/5% of imported volume,
are down sharply and domestic hog prices have remained high. The new
access rules are expected to be implemented early next year following public
review.
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