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SUPPLY & DEMAND

Beef wholesale prices fell a sharp -8% last week, as ribeye values dipped from
record high levels. Retailers were well stocked for the holidays going into last
week, and news of additional CoVID-related restaurant re-closures, including
New York City establishments, added to the negative market tone. According to
Crest Performance Alerts, full-service restaurant transactions in November
were down -23% year-on-year, with a sharper drop off occurring near the end
of the month when the CoVID caseload spiked & more locales announced
closures. An estimated 17% of all U.S. restaurants, equal to 110,000
establishments, have shuttered according to National Restaurant Association
research. Although there is current pessimism about short term demand, the
U.S. now has embarked on an aggressive CoVID vaccination plan that will see a
large swath of the population inoculated before mid-2021 (see MOVING AHEAD
next column). On the supply side, although there is currently a record number
of cattle on feed and supplies of fed cattle should be large through February,
USDA analysts believe the U.S. cattle supply pipeline will begin to tighten
during Q2 next year. It will get even tighter during the July-December 2021
period, when beef output is expected to drop -4.6% year-over-year. The past 2
months have seen significant declines in feedlot placements, which will
translate into less supplies of fed cattle late next spring. Higher feed costs have
been part of the disincentive to cattle feeders and USDA last week predicted
that 2020/21 corn and soybean prices will be the highest since 2013/14.
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The pork cutout closed last Friday steady with the level of the previous week.
Primal ham and rib values gained, but all other cut values were lower. Last
week’s slaughter totaled 2.776 million head, the same as the previous week but
still one of the most active 6-day periods this year. Looking ahead, this week
will be the last full slaughter week this year. With live hog supplies ample, the
market could face renewed pressure early next year. That said, despite
continued CoVID challenges across the U.S., meat processing plants appear to
be operating normally, with harvest activity at near capacity and signs that
labor issues may be easing. One indicator is the narrowing spread between
heavy bone-in ham prices and more labor-intensive boneless product (see
GRAPH below). The spread between bone-in and boneless loins however is at
the highest level since June, making it difficult to draw conclusions. U.S. pork
exports during the latest reporting week (Nov 27 - Dec 3) were the highest
since May, with large shipments reported for Mexico, Korea, Canada,
Australia and Japan. Exports to China of 13,310 tons were welcome news
following recent reports of slowdowns of imported meat & poultry sales due to
increased environmental CoVID testing of cold chain products.
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Hog Carcass Cutout Value: 14/12/2020- US$77.03/cwt. (<-1% from
7/12/2020)

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

MARKET MAKERS

President Elect Joe Biden has selected Tom Vilsack as his nominee for the
Secretary of Agriculture position. Vilsack served as USDA secretary from
2009 until 2017 and was the Governor of lowa from 1999 to 2007. As
Governor and USDA secretary, Vilsack led several agricultural trade
missions to China & other Asian markets.

MOVING AHEAD

With vaccinations for CoVID beginning this week in the U.S. the meat
industry is requesting that front line meat processing workers be
prioritized to receive jabs. Last week, the Centers for Disease Control’s
(CDC) Advisory Committee on Immunization Practices (ACIP)
recommended that the 1st available batches of CoVID vaccines be
earmarked for the approximate 24 million Americans working in healthcare
plus residents of long-term care facilities. =~ These Phase 1la targeted
candidates would be followed by Phase 1b “essential workers”, or those 80
million or so U.S. citizens working in the education, food and agriculture
and utility (i.e. plumbers & electricians) sectors, plus firefighters, correction
officers and transportation workers. Phase 1c targets the population of the
153 million Americans who are over 65 years of age and/or have high risk
medical conditions. The estimated 500K workers in meat packing &
processing would be included in the “essential worker” category, but it
remains unknown how the CDC will prioritize those within the phase 1b
sub-population. The North American Meat Institute (NAMI), the National
Cattlemen's Beef Association (NCBA) and the National Pork Producers
Council (NPPC) are urging authorities to highly prioritize COVID-19
vaccination for meat and poultry industry workers, following healthcare
workers and those in long-term care facilities. NAMI argues that given the
U.S. Department of Homeland Security identified food manufacturing,
including meat & poultry production facilities, as critical infrastructure in
March, workers in this sector should be accorded a very high priority for
receiving vaccinations. It notes that U.S. meat & poultry plants are well
equipped to distribute the vaccines, with many having medical personnel
on site. Leading pork processor Smithfield has offered the federal
government the use of its ultra-low temperature cold storage infrastructure
to help store the vaccines. The Governor of Kansas and the League of United
Latin American Citizens (LULAC) have also endorsed early vaccination of
meat & poultry workers. While the CDC issues guidelines, it will be up to
officials in each state to decide vaccine distribution priorities. Experts
predict that up to 40 million doses can be distributed within the U.S. by the
end of December, with 5 to 10 million being available weekly after the new
year.

TRADE

Last week, the widely read Daily Livestock Report estimated that during the
month of October, U.S. beef exports to China accounted for 0.8% of total
U.S. beef output that month. China has not historically been a major part of
the U.S. industry’s export portfolio, but during October, U.S. beef shipments
reached a record monthly level of just under 6K tons. With October’s
exports exceeding those to #5 market Taiwan for the 15t time ever, China is
gaining more prominence as a beef export destination. China is a much
bigger market for U.S. pork & poultry, but how strategic is it overall to the
U.S. meat industry? Chinese imports of U.S. meat & poultry (M&P) will reach
a record level this year (see graph below); total CY 2020 U.S. shipments -
including offal - could exceed 1.5 million tons with a value of U.S. $3.25
billion. That would still put China as the #2 U.S. M&P market behind
Mexico, but well ahead of historical top tier export destinations Japan &
Canada. Based on estimated USDA production forecasts, China 2020
purchases would account for approximately 7% of this year’s U.S. pork
production, 0.5% of U.S. beef production, and 2.3% of U.S. total poultry
output. These estimates exclude variety meats. Under the PHASE 1 U.S.-
China trade deal, China committed to import $33.4 billion of total U.S. ag
products on a U.S. export basis; the Peterson Institute estimates that for
the 15t 10 months of 2020, China's purchases equaled 71% of their year-to-
date targets on that same export basis.
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