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Editor’s Note: The next edition of U.S. Meat Bulletin will be published MOVING AHEAD
January 5, 2021. We wish all our readers and their families a warm holiday

The U.S. meat industry is looking forward to more normal operating
season and a safe and happy new year.

conditions next year, but one challenge being highlighted by analysts is the
SUPPLY & DEMAND likelihood of decade-high corn & soybean prices in 2021. With the corn

harvest completed about 1 month ago, current USDA estimates put the total
The beef cutout drifted lower again last week based on seasonal post-Christmas (s, crop at 14.507 billion bushels (368.5 million tons), a 6.5% increase

demand weakness, with all primal values falling except briskets. Wholesale from the previous year’s crop and the 3™ highest output on record.
prices for USDA CHOICE rib-eyes moved §harply lower as buyet*rs h.ad covered  Moreover, initial crop testing suggests this will be the highest quality crop
neec!s for the holidays. Although beef prices should hold or firm in the next j, 5 years, with higher average test weights (higher test weight corn has
coming weeks because of holiday-shortened slaughter schedules at plants, ,ore nutrient density & thus is more preferred by livestock producers),

there is some concern that restaurant lockdowns will expand with spreading |gwer moisture and lower total damage. Despite the good harvest, analysts
winter CoVID infections. The cutout has fallen 14% since hitting its peak of U.S. pgljeve that prices will remain relatively high next year due to large

$243/cwt. on Dec 1. Last Friday’s USDA Cattle on Feed report showed the jncreases in export demand, with China being the major driver.
ovgrall number of ?attl.e on feed on Dec 1 to be even with year—earlle.r levels,  specifically, forecasts are for domestic livestock feeding to account for 38%
while a sharp decline in November placements was expected, and gives the f total U.S. corn usage next year, ethanol and corn byproduct production to
market a slight bullish tone moving forward. With the decline in Oct and Nov  account for 34%, but exports to jump to 18% of disappearance; in

placements and total cattle on feed numbers moderating, the pipeline of cattle 2019/2020, exports only accounted for 13% of total usage. Holdover
from feedlots to plants are currently in relative balance. But these 2 months of  gtgcks account for the rest of the corn utilization balance sheet. Tighter
declining placements will work to reduce fed cattle supplies in Q2 2021 gyocks usually translate into higher prices, and USDA is forecasting that
resulting in higher prices starting in the April-to-May time frame. The total US. g prices next year will average U.S. $4 per bushel (U.S. $157 per ton),
cattle herd size on Jan 1 next year 2021 is likely to be -0.5% from Jan 1 2020, significantly above the $3.56/bu ($140/ton) average during 2019/20. If
almost all due to a decline in beef cattle numbers (vis-a-vis dairy cattle). reglized, these would be the highest corn prices since 2013/14, according
Predicting beef demand is fraught with uncertainty due to the virus, but the 4 agricultural bank Cobank. With corn accounting for 55-70% of total
new coronavirus relief package should help sustain consumer spending early pork and poultry production costs, U.S. corn powers not only the U.S.

next year. livestock industry, but also like industries in China, Mexico, Japan, Korea
- —— and Taiwan, some of the U.S.’s largest corn import markets. The U.S. is the

Weekly Choice Beef Cutout Values US$/pound 2017 B . .
world’s largest corn exporter, accounting for approximately 36% of the
310 s B s global corn trade. And in China, where locally grown corn costs U.S. $10/bu
o250 / l :goiiamvg (U,S_.$3.96/t0n), import demand is partic.ularly strong .due t.o not only the
l \ rebuilding of the nation’s hog herd following the ASF epidemic, but also to a
$2.70 rapidly modernizing industry that is substituting high quality industrial
$2.50 feed for backyard ingredients and ad hoc feed sources. To be sure, there are
other corn producing and exporting nations, particularly Brazil and
$230 Ukraine, but drought has been hurting the southern Brazilian corn crop
$2.10 this summer, and a poorer-than-expected Ukraine harvest could see that
$1.90 country’s corn export availability drop by up to 20%. China’s corn imports
totaled 7.8 million tons between January and October, a 1,151% increase
#1470 o L ® P 2 @ o 2 2 = = from last year. China maintains a 7.2-million-ton tariff rate quota on
- - - imports, and this is the 1% time ever that imported volumes have breached

Beef Choice Beef Cutout Value: 21/12/2020 - US$210.92/cwt. (<+1% the qu_ot_a level. USDA pegs China’s 20_20-21 (Oct-Sept) corn import nee_ds at
from 14/12/2020) 13 million tons, althou.gh some private analysts forecast much higher

purchases. Although China only accounts for a little under 10% of total U.S.
After holding steady for 3 weeks, the pork cutout dropped 5% in value last corn exports this year (through Oct), and is the 4™ largest export

week to its lowest level since the end of August. The drop was attributed to the  Jestination after Mexico, Japan, and Colombia, it is viewed as the wild card
end of seasonal wholesale purchases of heavy hams for this Friday’s Christmas.  demand driver in U.S. corn markets this year.

Otherwise, last week’s market sentiment was unsettled as spotty domestic

demand was offset by last Thursday’s report of robust new exports and sales to TRADE

China for the week ending Dec. 10. Lean hog futures trading continues to be  Which producer will be the global pork supplier of the future? Two recent
choppy, with analysts awaiting this week’s cold storage and quarterly USDA  forecasts suggest that while the combined countries of the EU constitute by
hogs & pigs inventory report. The latter should provide insights into whether  far the largest pork exporting block, European pork output is set to fall 5%
U.S. producers sought to expand production during the contra-seasonal run-up (1 million tons) between 2020 and 2030, or about 1 million tons. According
in pork prices during Q3 (see GRAPH below). Weekly pork production to new European Commission estimates, environmental concerns in
continues to run ahead of year-ago levels, mainly due to heavier animal geveral EU Member States, coupled with the risk of ASF and changes in
weights. Last week the U.S. processed 2.792 million hogs, with live weights  consumers’ preferences are likely to constrain EU pork production in the
averaging 294 Ibs. (133 kgs), up 7 Ibs. from last year. Producers continue to be medium term. After growing by an average of 0.5% over the last decade to
concerned about growing feed prices; last week Jan 2021 soybean futures peak at 23.156 million tons in 2018, EU pork output is forecast to fall
traded at their highest level since 2014, while there is growing concern that  appually by about 0.5%. The report further predicts that EU consumers will
Chinese imports of corn will drive up U.S. livestock production costs (see consume less pork in the future, while turning more toward poultry. Itis

MOVING AHEAD next column). not clear if & how the European Union’s targets for the new Farm to Fork

Strategy (FFS) of sustainable agricultural production could further

Weekly Pork Cutout Values US$/pound :zg:: constrain output and/or consumption. According to the strategy’s stated

9120 Aesee L0 goals, EU livestock production in the future should be accompanied by

s1.10 " 2019 sustainable food & animal welfare labelling to link on-farm sustainability

/ \ Pt :ch:amvg efforts to consumer demand. Some believe increased sustainability

#rao V \\ /< regulations could increase production costs and decrease average producer

5090 i~y profitability. In contrast to the EU outlook, USDA is forecasting U.S. pork

production to increase annually by 1% to 13.76 million tons by 2030,

s080 driven by continued gains in pigs per litter and growth in hog carcass

50.70 e weights.
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Hog Carcass Cutout Value: 21/12/2020 - US$72.34/cwt. (-6% from | s A

14/12/2020)

Web: www.usmef.org.cn
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