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SUPPLY & DEMAND

The beef cutout value advanced last week based on improving seasonal
demand in the U.S., new U.S. government stimulus spending and firm export

shipments and sales during the 2 week of the new year.

Last Friday in

advance of the release of USDA’s cattle-on-feed report (COFR), live cattle
futures settled at their highest levels in 11 months based on forecasts that
cattle supplies will tighten significantly in the 2nd half of the year. The COFR
then revealed that the inventory of cattle in feedlots was higher than expected
on Jan 1, and that supplies of cattle on feed over 120 days were also higher than
year-ago and 5-year average numbers, pointing to a bunching of market-ready
cattle in the next few months. Surprisingly, feedlotters placed a larger number
of cattle on feed during December than expected. On the demand side, some
U.S. restaurants chains say they are seeing increased orders due to the latest
$900 billion round of federal government stimulus money reaching the pockets
of households. The U.S. Census Bureau has released its initial report on
national retail and foodservice sales for December 2020 and the full year. Last
Dec, grocery store sales were up 10% from last year, while foodservice and
drinking place sales were down 21%. Restaurant sales had recovered through
last fall but began to slow again in November. December sales were down the
most compared to last year since June at -23%. For the full year, the report
estimates total U.S. grocery store sales at $759 billion, up 11% from $683
billion 2019, with foodservice and drinking place sales at $617 billion, down
19.5% from $766 billion in 2019. As a result of increased grocery spending,
and the production disruptions in mid-Spring, average U.S. beef retail prices in
2020 increased 9.7% over 2019. This was the largest annual increase in beef
prices since 2014 when drought supply pressures pushed beef prices +13.4%.

Estimated Inventory of Cattle on Feed Over 120 Days
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Beef Choice Beef Cutout Value: 25/1/2021 - US$226.73/cwt. (+5% from

18/1/2021)

After trending higher over the previous 3 weeks, the pork cutout value fell 1%
last week but closed +2% from the same time last year when the 1st confirmed
CoVID-19 infection was reported in the U.S. Last week’s estimated slaughter
was a robust 2.738 million head, up 3.7% from the previous week and higher
than year ago levels. Last Friday, the new U.S. administration signed executive
orders intended to increase the amount of money poor families get for food
each month and provide additional funds for food for needy students whose
schools have been closed for pandemic reasons. The measure is expected to
help boost food spending in the short run. On the production side, several U.S.
federal agencies are coordinating to increase the speed of vaccinations of food
and agriculture workers (see MOVING AHEAD next column). Late last week,
the USDA reported strong export shipments and new sales during the week of
Jan 8-14, including large volumes to Korea, Mexico, Japan, Australia and the
Philippines. This positive news helped boost further out lean hog futures
contracts after 2 weeks of lackluster trading. A downward correction in U.S.
grain prices and a CoVID outbreak in a Chinese poultry plant also provided
positive sentiment to the market last week. U.S. pork production in 2021 is
expected to total almost 29 billion pounds (13.15 million tons), 1% above last

ear’s output.
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Hog Carcass Cutout Value: 25/1/2021- US$82.13/cwt. (+3% from
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MOVING AHEAD

The race is on to vaccinate the U.S. population to a level where herd
immunity can be attained and life can return to normal. Oxford Economics
is predicting that 60% of America’s 328 million inhabitants can be
inoculated by the end of H1 2021. Although CoVID infections have dipped
substantially over the last 2 weeks, health experts warn of further infection
spikes if social distancing behavior is not maintained. As of Jan 25, 23.1
million Americans had been vaccinated, but there have been media reports
about local vaccine shortages. In order to provide states and municipalities
and food companies with information about vaccine availability, the U.S.
Food and Drug Administration’s (FDA) Foods Program has created a new
data toolkit called 21 FORWARD in a partnership with the members of the
Department of Defense’s (DOD) Operation Warp Speed, the CDC and the
USDA. Specifically, the 21 FORWARD tool provides state health workers
with data on the estimated number and distribution of food and agriculture
sector employees who work at FDA & USDA FSIS regulated food facilities.
This data is provided through DOD’s Tiberius platform which is part of the
government’s Operation Warp Speed’s vaccine development & distribution
program. With 10 U.S. military offices embedded at the CDC, the Tiberius
platform integrates national level data related to vaccine manufacturing,
clinical trials, supply chains and allocation information to help state and
territories plan the delivery and administration of both vaccine products
and Kkits containing needles, syringes and other supplies. On December 22
last year, the CDC updated its recommendations to federal, state and local
governments on the phased distribution of vaccines. The CDC
recommended that food and agriculture workers be among the front-line
essential workers covered in the second phase (1b) of the vaccine rollout.
As vaccines are delivered across the country in the coming weeks and
months, the 21 FORWARD data will provide state and local officials with
information about the number of food and agriculture workers on a county-
by-county basis. In 2019, 22.2 million full and part-time jobs were related
to the agricultural and food sectors, or about 11% of total U.S. employment.
Direct on-farm employment accounted for about 2.6 million of these jobs,
while those working in food production facilities, including meat & poultry
plants, totaled nearly 2 million. Some meat companies have been offering
bonuses to employees to take the vaccine. With in-house nursing facilities,
most plants will be able to quickly vaccinate their workforces.

TRADE

China has published its CY 2020 trade statistics and the numbers show
another record year for meat & poultry imports. Analysts were surprised
that December 2020 imports were the 2nd highest monthly volume on
record at 965K tons. Including edible animal stomachs and fats, stomachs
and processed meats, total 2020 imports tallied 9.932 million tons, a 60% -
or 3.736 million tons - increase over the level of 2019. CY 2018 imports
totaled 4.24 million tons, implying that ASF created additional imported
meat & poultry demand last year of nearly 5.7 million tons. China also
announced last week that its 2020 full year pork production declined 3.3%
YOY in 2020 to total 41.13 million tons. The official statistics showed a
sharp rebound in production during Q4 2020, but the full year total was still
-23.9% - an amount equal to 12.91 million tons - smaller than pre-ASF
2018 output. China’s new live hog futures market indicates traders believe
that pork prices will fall through 2020, with the September 2021 contract
currently trading at RMB 24.91/kg, -35% from the current spot market
average national live hog price of RMB 35.89/kg. Still, hog prices in the
range of RMB 25/kg. equate to U.S. $1.74/Ib, far higher than the current U.S.
level of approximately U.S. $ 0.45/lb. China is now entering its peak
demand season for red meat & poultry
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