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SUPPLY & DEMAND

Live cattle and beef prices jumped last week on what analysts called seasonal
holiday buying, but CoVID related restaurant re-closings likely drove retailers to
lock down forward supplies in the expectations of household re-stocking of
pantries & freezers. Demand was strong across all cuts, with roasting items,
including ribs, chucks and rounds, enjoying heavier buying interest. Despite the
recent strength in beef prices, values of most wholesale foodservice cuts, including
ribeyes, tenderloins, briskets, top butts and petite tenders, remain below year-ago
levels. Consumer demand carried through to live cattle markets where average fed
cattle prices increased 3-4% through the week. The surge in the market occurs
after an October where large cattle supplies continued to overhang the market
even as processors were aggressively purchasing cattle. The throughput of cattle
through harvest plants has jumped since July, and at the end of last month, the
supply logjam created in the spring had more-or-less resolved itself according to
analysts. This caused the USDA last week to again increase its forecasted 2020 U.S.
beef output, with the new estimate of 12.35 million tons now +0.3% from the
record production level last year. Analysts are also scrutinizing USDA’s quarterly
forecasts for production next year, which currently envision a sharp contraction in
production during H2 2021 (see GRAPH below). U.S. beef monthly data for Jan-
Sept 2020 reports exports were down -6% (excluding variety meats) from the pace
of 2019, but USDA weekly figures show higher weekly shipments for 5 of the 6
weeks through November 5, a sign of recent demand firmness from overseas
buyers. Chinese buyers have been outbidding those in Japan, Korea, and Taiwan
for certain Asian cuts, and during the week ending Nov 5, new reported net sales to
China again outpaced those to any other destination (see related story in TRADE
next column.)
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Beef Choice Beef Cutout Value:16/11/2020 - US$226.95/cwt. (+4%
from 9/11/2020)

The U.S. pork cutout closed lower again last Friday marking its 4% consecutive
week-on-week drop. A +14% appreciation in the value of the picnic primal to a 6-
month high was offset by declines in bellies, hams and loins. Last week’s pork
market news was dominated by revised USDA supply & demand forecasts. Based
on the continuing recovery of China’s hog herd, USDA last week dropped its 2020
US pork export forecast and raised its pork production outlook, which lowered its
average cash hog price projection for the year. The revisions caused lean hog
futures to move south toward the end of last week. And although USDA forecasts
large corn & soybean crops, China’s growing hog herd will drive U.S. exports of
both corn and beans to record levels this year. Prices of both hog inputs during
2020/21 are projected to be the highest since 2013/14 and stocks could tighten
quickly if exports exceed current expectations. U.S. pork exports during the week
ending Nov 5 were the highest since May, with USDA reporting large new sales to
#1 and #2 markets China and Japan.

USDA expects U.S. pork production to be 2% to a new record in 2020

Annual U.S. Pork Production
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MARKET MAKERS

Tyson Foods has announced that it will build new fully cooked production
facilities in China and Thailand and expand its factory in the Netherlands, adding
100,000 tons of fully cooked poultry capacity to its global portfolio. Tyson says
that during the 2019 financial year Tyson generated $5.4 billion in international
sales - including U.S. meat & poultry export sales - while making more
investments in expanding its footprint in markets including China, India, Brazil.

MOVING AHEAD

In addition to its international announcements, Tyson last week issued a
statement that that it has developed guidelines for its suppliers that will work to
protect forests and other ecosystems. The company’s new Forest Protection
Standards will be applied during its sourcing of cattle for beef production, soy,
palm oil and pulp, paper and packaging. The company’s move comes after an
independent assessment earlier this year calculated that approximately 94% of
Tyson’s land footprint does not result in deforestation. There has been a flurry of
activity within global livestock industries in recent months concerning the issue of
deforestation and sustainable production. One driver of the new sustainability
focus is the European Union’s new Farm to Fork Strategy (FFS), an integral part of
the EU’s new Green Deal which has a goal according to the European Commission
of making “food systems fair, healthy, and environmentally friendly.” FFS
establishes clear 2030 goals to reduce antibiotic usage in the livestock and
aquaculture industries, implement more comprehensive animal welfare practices,
and reduce the contribution the EU agricultural & food sector makes to global
deforestation and forest degradation. The details of FFS policies are still under
review and discussion by European stakeholders, with the European Commission
scheduled to publish legislative proposals in 2021. Among the additional FFS
measures being discussed are those which would “avoid or minimize the placing of
products associated with deforestation or forest degradation on the EU market.”
FFS statements of principles suggest that measures to encourage sustainability
among its foreign suppliers of commodities such as beef should be legally
enforceable. According to a new USDA Economic Research Service study of FFS’s
economic impacts on both the EU and its global trading partners, ERS concluded
that the adoption of EU sustainability standards globally would result in higher
global food prices, a reduction in agricultural trade and a growth in food insecurity,
especially among those fragile populations involved in producing agricultural
products for export to the EU. The U.S. cattle industry, as represented by NCBA,
wrote a letter last week to the USDA asking the agency to “educate” the EU about
the environmental benefits of the U.S. cattle production system, which it calls the
most environmentally friendly cattle production system worldwide. NCBA says
that the USA’s unique silvopasture system of strategically grazing cattle in forested
areas to maximize nutritional and environmental benefit is unique among global
cattle production systems for its sustainability outcomes.

TRADE

China has been the big story in meat trade news this year, but for the U.S. beef and
pork industry, Japan remains the top destination for both species by value. Jan-
Sept beef and pork exports to Japan totaled U.S. $2.661 billion out of a total Q1-Q3
trade to all destinations worth $11.24 billion. Combined beef and pork exports to
China/HK were valued at $2.433 billion though volumes shipped to China
exceeded shipments to Japan. Japan’s total Jan-Sept 2020 beef imports, including
variety meats, were down year-on-year by 2% to 516K tons, but the U.S. has picked
up share due to supply constraints by Australia. The USA’s imported beef market
share increased from 40% last year to 43.6% this year. Japan’s total Q1-Q3 pork
imports dropped 5.8% to 840K tons, but like for beef, the U.S. has increased its
market share from 31.6% in 2019 to 36% this year. On the pork side, the U.S. has
gained from larger shipments of ground seasoned pork, while for beef, U.S. exports
of short plate and brisket have increased. Japan is recently experiencing an
upsurge in new CoVID cases, which is casting fresh uncertainty over foodservice
sector performance; Japan’s total restaurant revenues have gradually recovered
from their -40% trough in April with Sept total sales just -14% the Sept 2019 pre-
CoVID level.

Japan: Beef & Pork Imports
Jan to Sep 2016 - 2020 (000 metric tons)

W0 et tons Beeftotal W0 et tons Porktotal
:i 500 518 I ST o - 5 i 591 i
a 1 L
w W s B B .
n T m m
300
400
00
100 200
] ]
W mi ms k] m W ny ne k] m
n0thers W United States N hAwtraliz Canada W Mexico n0thers W United States Canada B W Mexico

“includes variety & processed meats “includes variety & processed meats




% B @ m # A

202011 A 17H H£+=—%#113 8

LA R A PERS R A AT AR AT RS S AR A, E Bk, (HIH
CoVID AR A2 6F S HT R BH , (05 2565 7o TR YT 8 oo 3o U3 46 1 ¢ [ ¢
B ELIKE. A VIR RERSESH, SREHE 8 &%
TR PRI N B 02 PR i P S O R v . R AR I (E R R B, BR
LW RYEEN VIR AEME, OFWR. 3. FRA. R
BB I/NIES, MR EERBIKT . W&E T REHETA T
%, AECE S FHERKR ERT 3-4%. TSRRERELEAE 10 A
W2 4%, RIS 0 T s AR I 2 S (E K & 1 A S LB A AG B T
Yo T AU, Rk s EE @, bR SRR,
FZIE AL E R R O AR, 151415 USDA _EIE R EFH 2020 4
PSS A A E R TR, TITERNE A 1, 235 BIME, HRTiREERIA
SRR 0. 3%, A ATERHAEAT AN 7T USDA S BH4F A& R 25
FEVEM, HErFHERN 2021 EFEEEBHRBEL CRTED . 2020
£ 1-9 AEB4REH B OBdEEuR, HIOEER 2019 F % 6% (8
YRR , {2 USDA FREMIEHIR, % 11 H5 H, 6 HHH 5
R EEREE LT, e E R HERES. P
NI E - EEREA. BEEEEERER, &E 11
H 5 B8N, RS Es i R ey & i oo S e 3 i
sy e (RS T MR RS .

2020F: 12.35 MMT, +0.3%
2021F: 12.41 MMT, +0.5%

Quarterly U.S. Beef Production Forecast

3.4

3.2
30 m2016
w2017
m 2018
- 2019
m 2020F
u2021F

=
=28

S
S 26
=

2.4

2.2

2.0

Source: USDA/WASDE November 2020, weight equivi ction

EXEBETS P EEERIRE (RE4&) : 2020 £ 11 A 16 H -
$226. 95 £/ BHEE (8% 2020 4E 11 B 9 B0 4%)

I TSR A S UMER TR B, SRS 4 B R R, AR
DB 14%, A 6 8 A, (HPFEEE AN, FRRERIA L EILA
MR B THEE . FIEFEATT S E L. USDA BERFHIME IE A . KR
THERFERE AR STIRIE, USDA LI RER 1 2020 SESEEIFAIA H CTEMI,
A H ERAFRNERRE, LW TR 7 ASE TR ETN. B8
IESRFCEF M S TE BRI M. 4 USDA JHIIEK KR GAEY) &
ORI, (H P BIFERE AN R HEB) 9E B A4 TR BT ) D Al
T THEE 2020/21 SRS R B R S I (EARORE R 2013/14 48
DA g KT, G R Y R R YR, A T RE R B R
BE 11 A 5 HEEXBEFAEOES 5 ALk m, USDA R
L, 2 SR 5B e B A (s B RO
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