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Editor’s Note: We will take a publishing break next week. The next issue of
U.S. Meat Bulletin will be distributed December 8.

SUPPLY & DEMAND

The beef cutout advanced last week based on pre-Christmas stocking up by
retailers. Restaurant closures are signaling that retail sales will remain strong
through the remainder of the year and that small family gatherings will involve
more home-roasting and stewing of beef ribs, rounds and chucks. Analysts
reported particularly strong activity last week by retail buyers looking to lock
down USDA CHOICE ribeye supplies for December. U.S. travel data shows that
although domestic air travel during this coming weekend’s Thanksgiving holiday
will be -60% from pre-CoVID levels, long distance car trips may be similar to year-
ago levels as Americans look to join their families but maintain social distancing
from strangers. Live cattle prices remained steady last week, with last Friday’s
USDA'’s cattle on feed report showing a record 12 million head of cattle in feedlots
as of November 1. That said, the supply of heavier market-ready cattle continues
to contract, a sign that markets are growing increasingly current. The placement
of new cattle into feedlots dropped during in October, but this somewhat counter-
seasonal move was expected by analysts who believe that overall cattle supplies
remain well balanced as the nation heads into the holiday season. Placements of
cattle on feed had been running ahead of year-ago levels since they recovered from
the trough in April and May at the height of the pandemic. October is historically
the peak month for placements, but feedlot activity waned last month over market
uncertainty about the economy in the months ahead & concern over higher grain
prices.
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Beef Choice Beef Cutout Value: 23/11/2020 - US$241.60/cwt. (+6%
from 16/11/2020)

WWesk Ending Now 20, 2020

U.S. pork wholesale values moved 5% lower last week, marking the 5t week-on-
week decline. Wholesale demand was tepid as most supermarkets have finished
pre-Thanksgiving buying and export activity in the latest weekly report was
muted. Heavy bone-in ham values dropped 11% week-on-week and now are 27%
lower than last year’s level. Belly demand has weakened due to increased hog
weights, higher production and limitations in foodservice operations which have
crimped demand for breakfast items. Weekly slaughter reached 2.711 million
head, up 1.0% from the previous week but down 2% from the same week last year.
Year to date production is now up +1.8% from last year with slaughter up 0.8%.
Live market-ready hogs are averaging on the heavy side at 293 Ibs. (133 kgs), up 1
Ib. from the previous week and up 5 Ibs. from last year. Analyst views remain
mixed about the outlook, and lean hog futures trading was choppy last week.
While retail meat sales remain strong, the lack of more pandemic relief from the
government could cause more families to trade down to cheaper chicken. The
National Chicken Council published research last week that estimated that in the
last 9 months, the value of national chicken sales increased 19.5% from the pace of
last year due in part to the meat being characterized by consumers as easy to
prepare and versatile. Export news last week was mixed as well. New pork export
sales during the week ending November 12t were noticeably lower than activity
over the previous month, with declines in new sales reported to main markets
Mexico, Japan and China. Although U.S. pork exports to China are expected to
remain high, there is concern by buyers that imports will face more pressure from
an expanding national herd in the months ahead. Last week, China’s Ministry of
Agriculture stated that China’s national hog inventories had climbed +27% from
year-ago levels during October, with sows up 31.5%. In addition, aggressive
environmental testing by Chinese market authorities have resulted in more CoVID
genetic material findings on imported meat packaging, raising the specter of
increased plant de-listings.
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Hog Carcass Cutout Value: 23/11/2020 - US$77.77 /cwt. (-5% from
16/11/2020

ACTIVITIES:
HOFEX, Hong Kong: May 12-14, 2021
SIAL, Shanghai, May 18-20, 2021

Web: www.

MOVING AHEAD

Most political observers now assume that a new administration will enter the
White House on January 20. There also likely will be new players in Congress,
which together with the new President could change the policy orientation the
government takes toward agriculture and the livestock & meat industry. Pending
topics range include those affecting producers to consumer issues. On the
production side, the new leadership in Washington will continue to study the
spread and relationship between live cattle prices and beef to determine whether
markets are providing adequate price discovery, competition and pricing
transparency. The August 2019 fire and CoVID disruptions earlier this fall
highlighted the sensitivity of the cattle market to slight disruptions and industry
players, Congress and the Department of Justice have been scrutinizing market
behavior. On the meatpacking side, Capitol Hill may further debate new FSIS
inspection modernization rules that USDA enacted in the hog slaughter industry
last year that helped improve plant efficiencies. Those rules have generated some
opposition by labor groups, and the Congressional leaders may have to revisit the
issue as USDA moves toward implementing similar inspection rules on beef. The
New Swine Slaughter Inspection System (NSIS) has allowed plants to increase
processing speeds without compromising process control and the integrity of
safety inspections, the USDA argues. USDA will also tackle a private petition to re-
classify a number of serotypes of the common pathogen Salmonella as added
ingredients, or adulterants. Reclassification could mean that meat facilities would
have to ensure that all raw meat and poultry be absent of the pathogen. Currently,
several serotypes of E. Coli are classified as adulterants on ground beef but adding
Salmonella could complicate plant operations. On the consumer end, labeling and
nutrition issues continue to generate controversy between consumers and the
meat industry. Country of Origin labeling (COOL) will continue to be pushed by
interest groups that oppose meat & livestock imports. After implementing COOL
legislation in 2009, Congress repealed the short-lived law after trading partners
Canada & Mexico filed WTO complaints. Since then, meat imported from other
countries has been legally sold as a “Product of U.S.A,” or labeled “Made in the
U.S.A.” even if it'’s only been repackaged here. USDA announced in April this year
that it will revisit the COOL issue. FDA and USDA may also try and tackle the issue
of defining the word “natural”. USDA is responsible for labeling of meat products,
while FDA has labeling jurisdiction over all other food products. The USDA’s
definition of “natural” is based on whether the product and its ingredients are “not
more than minimally processed” while the FDA does not have an exact definition of
the term “natural.” On the trade side, the new administration is expected to review
several agreements concluded under the Trump administration, including the U.S.
Mexico Canada Agreement (USMCA), and the Phase I bilateral agreements with
China and Japan. It will also continue work on opening trade with the UK after
Brexit, the EU, and Kenya. A major question is how the new President will engage
with the World Trade Organization following 4 years during which the current
administration preferred to negotiate bilaterally rather than multilaterally. How
the US. and China will engage economically is of immense interest and
consequence to the meat trade, which hopes that current punitive duties on U.S.
red meat exports can be quickly rescinded next year.

TRADE

While China has claimed that ASF is basically under control, the disease continues
to spread in the Philippines and Vietnam. Late last week, the Philippine
government reported the 1st outbreak was in northern Mindanao, the 3" major
hog production region in the country. In Vietnam, new infections have increased in
recent weeks according to reports, and data from Vietnam’s Department of Animal
Health (DAH) shows that since October, ASF has re-broken in 31of its 63 provinces
& municipalities, killing 20,500 pigs. DAH has been candid in projecting that the
epidemic will continue to rage into 2021. Although reliable statistics on Vietnam’s
pork production are made difficult by the atomized small-scale production which
characterizes the industry, VN’s Ministry of Agriculture and Rural Development
(MARD), stated last month that as of the end of September, the country’s herd
stood at 25.5 million, 82% the level of pre-ASF. Price data shows live hog prices
have drifted steadily lower since early summer, with southern VN prices of US
$140+/cwt approximately 22% lower than their May levels. With the new
outbreaks and the peak winter consumption period approaching, hog prices are
expected to firm in the months ahead, although high retail prices have caused
some substitution away from pork to beef and especially poultry. Still, with prices
relatively high from a global perspective, imports have soared this year to record
levels (see GRAPH below). Recently, MARD announced that an ASF vaccine may be
ready for distribution next year, offering hope to the country’s producers.
Pork & wvariety meat exports to Vietnam
Jan-Sept series
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