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SUPPLY & DEMAND MOVING AHEAD

As expected, the beef cutout weakened last week on seasonal slackness in beef ~Meat market analysts this spring are closely watching what type of bump
demand, but most primals are trading higher than year-ago levels. March is economic re-openings will have on demand in coming months. The
traditionally the slowest month for beef demand, but historical patterns question is an important one as U.S. beef and pork wholesale prices - across
suggest that retailers will step back into the market by the end of the month to  all cuts - are significantly higher than year ago & most recent 5-year
start filling the pipeline for beef grilling cuts. A year ago, CoVID related supply averages, despite continued operational restrictions for U.S. foodservice
chain disruptions were just starting to unfold, making year-on-year price operators. Last spring’s spike in red meat prices were supply driven, but
comparisons for the next few months meaningless. But comparisons with might a rapid foodservice rebound create a similar jump, or, is this already
wholesale prices 2 years ago (see chart below) show the current strength in the  happening? With the U.S. now having administered 92 million doses of
beef marketplace. Average live fed steer prices remained steady last week at  vaccine, and with CoVID cases and hospitalizations down sharply from
U.S. $1.14/lb. The deep freeze of several weeks ago - as predicted - reduced January, a number of states last week announced re-openings of businesses
average cattle weights, but interestingly, for the week ending Feb 20, US. and schools, including Texas, California, and Michigan, among others.
slaughter cattle set yet another grading record, with 86.07% of cattle graded January’s -2.6% decline in U.S. foodservice receipts represented the 11t
reaching USDA CHOICE or higher. Of this amount, 11.73% of cattle graded successive month of year-on-year declines in foodservice receipts, but
USDA PRIME. The state of Nebraska had the highest amount of PRIME beef at foodservice operators now have more optimism than at any point over the
16.63% according to USDA data. In the futures market, the CME April live cattle  last year. To be sure, the National Restaurant Association’s (NRA)
future contract is still trading at a premium to cash at U.S. $1.19/Ib, but has  Restaurant Performance Index (RPI) still showed in January that the sector
pulled back from its life-of-contract high of $1.26/1b. set on Feb. 16. Still, there  was in contraction, but the NRA is forecasting that total foodservice sales
is general optimism about the market ahead. Cattle supplies look to tighten  this year will grow +11% to reach U.S. $731 billion, a figure which will still
during H2, and exports are getting off to a decent start with Jan monthly trade -  be 15.4% lower than pre-pandemic 2019 but a vast improvement from last
of muscle cuts - even with year-ago levels. Export activity during the week year’s dreadful conditions. In the meantime, retail has prospered, and there
ending Feb 25 was also noticeabily strong, with large shipments and/or new is little question that retail meat sales have offset some losses in demand at

sales reported for China, #1 market Japan, and Korea. foodservice, although it is difficult to estimate by how much. Total retail
sales for goods of all types in Jan 2021 were +11% from the pre-pandemic

BEEF 3/6/2020 3/5/2022 YOY levels of last Jan., and food has even been higher. And with a new $1.9
USDA CHOICE $2.07/1b. $2.34/1b. 13% trillion stimulus package moving through congress, the confluence of more
USDA SELECT 202 524 s disposable income & foodservice industry re-openings could provide an

: : 2 additional demand lift. Focusing on pork, where current wholesale prices

Rib 3.31 3.84 16% are already high, the foodservice sector accounts for approx. 37% of total
Chuck 165 199 21% p.ork utilization k')y Vglume. Bacon, derivt?d from pork bellies, is the largest
single foodservice item sold, accounting for roughly 1/3v of total

Round 1.80 1.92 7% foodservice pork usage and with most of that consumed during breakfast
Loin 271 3.14 16% and lunch. Although QSR’s have weathered the pandemic better than other

- restaurant types, and roughly 3 of all foodservice bacon is sold at limited
Brisket 1.66 170 3% service outlets, the return of workers to offices could see demand surge for
Short Plate 1.48 1.40 -5% foodservice breakfast and lunch services, driving even more purchasing
Flank 114 108 50 interest for bacon and pork bellies. Current bell_y pr?ces are alre_ady higb,
and lean hog futures values suggest that they will climb even higher this

50% trim 0.60 0.46 -23% summer. On top of that, Jan freezer stocks were the lowest in years. Even if
Beef Choice Beef Cutout Value: 8/3/2021 - US$231.08/cwt. (-3% from the re-openings have already been factored into current high belly prices,
1/3/2021) the brighter prospects for foodservice should work to underpin the current

- . ) . firmness in red meat market values.
After rising over the previous five weeks, the pork cutout closed last Friday

even with the previous week. Rises in the values of butts, bellies and loins were ~ TRADE
offset by lower week-on-week values for hams. Futures prices remained
elevated and there is general optimism about the direction of the market led by
U.S. foodservice re-openings (see MOVING AHEAD next column), the continued
spread of ASF in China and other Asian countries, and more recently, strong
exports. Net export sales during the week ending Feb 25 of 59,600 MT were
the highest in 6 months, led by the largest new bookings by China since last
September. The market is also getting support from lower overall slaughter
numbers so far this year. Last week’s harvest totaled 2.563 million head, down
3% from last week and down 4.4% from last year. Year to date U.S. pork
production is down 2.3% from last year with slaughter down 4.0%. Over the
past few weeks, there have been conflicting reports about whether ASF in China
has led to another significant culling. Piglets are in short supply, with prices
now rising after easing from July through the end of 2020. But average swine
feed prices in China, as reported by the Ministry of Agriculture, have reached
their highest level in year, suggesting demand for feed is still strong.

Despite a worldwide image of the U.S. as a major exporter of high-quality
steak, most beef exported consists of cuts from the plate, rib and chuck
areas of the animal. The percentages of total U.S. production exported of
various beef cuts appears in the graphic below. Late last week, a 1,350-
pound fed steer ready for harvest had a value of approximately U.S. $1,540.
Last year, exports to all destinations accounted for U.S. $302 of a typical
slaughter steer, with the value of beef exports to just two markets, Japan
and Korea, accounting for $144.90 - or 48% - of that. Exports of just 2
items to those 2 markets, short plate exports to Japan and short rib exports
to Korea were valued on average at $55.60 per animal. In addition to
muscle cuts, the U.S. exports variety meats, such as tongues to Japan, tripe
to Mexico, livers to Egypt, and omasum to HK & other Asian markets.
Variety meat exports equated to more than 24 pounds per head of fed
slaughter, equating to a per head value of U.S. $34 last year. Total U.S. beef
and beef variety meat exports last year reached $7.65 billion, a 5% drop
Derind BeIIy 9-13# Boxed from 2019. On a volume basis, exports accounted for U.S. 13.5% of total U.S.
output.
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ACTIVITIES:
SIAL, Shanghai: May 18-20, 2021
Restaurant and Bar/HOFEX, Hongkong: September 7-9, 2021

Source: USDA/AMS

Hog Carcass Cutout Value: 8/3/2021- US$94.93/cwt.

(+3% from
1/3/2021)
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BEEF 3/6/2020 3/5/2022 YOY
USDA CHOICE $2.07/Ib. $2.34/1b. 13%
USDA SELECT 2.02 2.24 11%
Rib 3.31 3.84 16%
Chuck 1.65 1.99 21%
Round 1.80 1.92 7%
Loin 2,71 3.14 16%
Brisket 1.66 1.70 3%
Short Plate 1.48 1.40 -5%
Flank 1.14 1.08 -5%
50% trim 0.60 0.46 -23%
EBBREW S ARBESEY (%) 2021 £ 3 A 8 H -

$231. 08 Seu/ERY (#2021 43 A 1 HIEZD 3%)

SN UVER R 5 B EEEE, HEARSEEF—BAET. LEA.
Y6 PR R L UL I AR I 3 A A ) I P A TR A T340 B R B ki - M
BEBAEIN AL, EEBEGEERHRMMEIT LN E %S
RB) , ASF 7ErR BRI AR EE N R R4 & 48, DL HESR S H
O, {5 EssE. |2 2 5 25 HEErSE nssEeE2s 59, 600
WE, %6 (A ARG, HAPEREERE 9 AR KN R, 77
B A ER R ER R PR . FIEEFMES 256.3 &
UH, R EE TR 3% MIREETRE 4 4% FEVES, LRFERNER
REFE T 2.3%, BEE N 4.0%. E8E, B FRLE D
BRI ASF T EES — WO S . R IESR, % 7 AF
2020 4EJEK, EWKEMEBREGH LS. B, R Ministry of
Agriculture ¥{#, HBIFEGIRFAER OO B — 4 R iR AKCE,
FORBUE SRR RAKIR TS

Derind Belly 9-13# Boxed

$3.10

$2.90

$2.70

$2.50

$2.30

£5210 «" b
$1.90 s i
$1.70 1
$1.50 \—
$1.30 e
$1.10 3

=% %=

+62%

===5-year avg
*-2020

\‘&;;s‘\‘“ ——2021

mmmmmmmmmmm
S eS8 3ISsSS =258
ssSsS a8

3

Ll8g gl d s g

Source: USDA/AMS

FEEMAUIER ¢ 2021 £ 3 B 8 H— $94.93 355/ B (8 2021
#3 A 1 H¥En 3%)

EXHE

SRR, RIS o M Hl LR 25 U0 B T 58 A ) 4807 5B B R 5 R
TEANEE., B HEEENEE, KA RRBNRGELESEF
T PG IR, AHSEBIE SR 2 V)RS EAS s = A —4F
RIAIE 5 FRIFRIKT. R, KALER SRR AL RE 3T, H
ERE I PO S T A i A B, B, BRI DR 8
A2 LB HFT SR T 9,200 BEET, MiH 1 HIE CoVID MREIFIE T2
2B N, B2 MNOIEMEN (Texas) , INFFE 2o (California) £
BRI (Michigan) S0 E AT HHT B MUS 58 ERMER . EE 1 AR
WNTRE 2. 6%, 18 CERBUUIRFSEBOGELE 11 AR TR, (H#E
MM BELEEDEMKEFELE . TUHEME, National
Restaurant Association (NRA) [RIZEERZELEMIEE (RPI) A 1 AR
ITEBRINELIREE, (2 NRA THHI, SFEBGEMEBERGIS 1%, ER
7,310 fiZEIT, EMEBEFIARE 2019 FFERETT R 15, 4%, (EARELZAE
BERERA TRARME. Fit, SEEMEEDER, RERENE
(HRBE & CHH B R TR —Li8 2k, 2021 45 1 H, ZHEE M
PIRBMBER LE | HEBIATE L 1%, BREREEES. 1B
FHRBBREH0 L9 EEREEET#IMHEE, 52 n] RGO B R 3K
B JETT RE & A AR BHAMO TR SR P2 T . BVEAFE, B RrMRLIEER S, HE
B EFEAEE R 37%. 5 EF4IE & B AR A oK B — OIS TE
H, & 5BWREFRET =R 1/3, HRKE5HE EEERRBAT- 28
. R QSR 7R 15 MR L B QR AR B/ D (1 B, W HORAY 3/4 13s
WHAG R EEEHE, EMEE EYIOR BN SN, HE5 R8N
FRRIIEF TORBY, WEs) SRR RS A E . B aT540E
BRER SRS, BRI SEAERR, SEEREERERGE —HE
Fro BRUbZAN, 1 A BRAT 2 2 AR B AR . RIS 58 85T B o CLAS A
Ry AT IR RIEAS IR R, (RO SE B35 07 5 5 A B 2 ] & A AL
PR T S5 (B P B A

R A#HE

BEEEESHAAFEEOEEEFHIBEE, HXZHEHOME. W
HEFE IS0 . FIEAEE SNV OB HAEER T o t. A
K, —UHE 1, 350 B CIEE NAFEMEA 1, 540 £oo. 24E, HOZRFT
HHRM RSN A E A 302 3670, ForP (8 O H AR EE
TG RIEER 144.90 o6, HHAM 48%. HEmMETHHEOT
2 FHEE N, B EHIAMNRE AR SRB A AR N EEE O, PR B R
#5 55.60 FEJG. BRTULALIEISS, KBUEH DZHRME, W HAROW
A, SRR, BRI, REBRAE TS O R
MWE . RE, B OSSN REHE 24 BNEEEEERE, Y
AEFEERFEEE A 34 0. RELBUR WM D ABZRER) 76.5 18
FI6, B 2019 FFNFE 5%, fWGEETE, WO EEARE R 13. 5%,

Top Export Cuts:

= Short plate cut: 95%

= Short rib/chuck short rib/rib
finger: 85%

= Gooseneck round: 45%

= Qutside skirt: 33%

* Chuck shoulder clod: 25%

* Chuck cuts: 15%-20%

* Top inside round: 16%

* Inside skirt: >10%
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China, Taiwan,
Heavy boneless ribeye: 6% ASEAN
Top butt: 8%
Striploin: 5%
Brisket: 4%
Tenderloin: 4%
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