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SUPPLY & DEMAND

Last week the USDA CHOICE beef cutout value moved higher for the 5th week,
hitting record levels for this time of year apart from the surges of last April-
June during the initial pandemic disruptions. Continued strong retail sales are
being complemented by rebounding restaurant demand for a range of cuts: e.g.
values of USDA CHOICE deckle-off boneless briskets are up 51% over the last
four weeks and are record high. Loins and ribs are also benefiting from a tick
up in buying activity in advance for the Memorial Day weekend in late May. As
the U.S. nears having 1/3 of its population fully vaccinated, plans are underway
for a busy summer travel period, with consumers ready to spend pent-up
savings on entertainment, travel and eating. Record meat prices are occurring
even as the industry expands production. After a few weeks of restrained
harvest levels, last week’s slaughter reached 665,000 head, as processors are
enjoying near unprecedented margins. Year to date U.S. beef production is up
2.9% from the pace of last year with slaughter up 1.6%. Carcass quality
continues to improve with over 12% of graded cattle hitting USDA PRIME the
week ending April 10. Last Friday’s USDA monthly cattle on feed report was
deemed slightly bullish after showing that the total 11.9 million head of cattle
on feed as of April 1 was slightly lower than estimates. Lower-than-expected
March placements of cattle into feedlots and higher marketings to processors
indicate cattle are moving through the pipeline smoothly. The percent of cattle
on feed over 120 days, a measure of currentness, dropped into a range near the
most recent 5-year average. That said, cattle futures sagged last week despite
outstanding beef demand, and in response to surging corn prices. But last
week’s cattle on feed report convinced analysts that a tightening of fed cattle
supplies - delayed because of the pandemic and Feb weather - will become
reality as the year progresses. Beef exports are also helping to propel prices, as
reported new sales made during the week ending April 15 were a strong +38%
from the previous 4-week average. Sales have been exceptionally strong to
Korea, with buyers concerned that record purchases by China could further
drive up prices, especially of Asian cuts such as short plate & short ribs.
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Beef Choice Beef Cutout Value: 26/4/2021 - US$285.20/cwt. (+3% from
19/4/2021)

The pork cutout moved higher again last week, and now stands +57% from last
year and +32% from 2019. The rib complex jumped +7% on a resurgence of
demand from dine-in restaurants, the imminent onset of the outdoor grilling
season, and new data showing lower rib freezer stocks. USDA’s latest cold
storage report (see graph below) showed total frozen pork stocks declined
through March and stood April 1 at -25% to the average level of the past 5
years. Despite the strong current domestic demand, some hesitation crept into
the market last week as reported new export sales (week of April 8-15) fell
again and high U.S. corn prices spooked investors who feared that rising grain
input costs could crimp producer profitability. Pork futures weakened through
last week but managed to turn up last Friday and yesterday. Weekly hog
slaughter rates are struggling to reach 2.5 million head, significantly lower than
capacity, which should be supportive of meat prices but negative to live swine
prices. Agricultural analysts are closely watching grain markets; U.S. corn
futures climbed to their highest since June 2013 yesterday over weather and
global supply issues, with wheat and soybean futures hitting their highest
levels since 2014.
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Investors are in advance planning stages to construct a new beef processing
plant in the heart of Nebraska cattle country. The recently established
Sustainable Beef LLC is scheduled to open a 1,500 head-per-day (400K
head per year) harvest and fabrication facility in 2023. According to
investors, the plant will focus on exports, with 1/3 of production earmarked
for the international marketplace. The price tag of the project is estimated
at U.S. $280 - $300 million.

MOVING AHEAD

Traceability is a relatively new buzzword commonly understood to
describe growing consumer interest in understanding where the food they
buy comes from. But for ranchers, veterinarians and animal health officials,
traceability is the most critical tool to track and manage periodic outbreaks
of animal diseases. Last week, Tyson announced it would begin to invest in
new infrastructure surrounding the U.S. Cattle Trace program to allow full
cattle movement tracking throughout its supply chain. Buy in from a major
processor like Tyson gives the innovative industry-run U.S. Cattle Trace
network new credibility, according to experts. U.S. Cattle Trace was formed
last January by cattle industry stakeholders from several key cattle states &
regions who collectively recognized the need for a viable and robust
industry-managed end-to-end cattle disease traceability system. The
ultimate goal is to build a national traceability infrastructure through
individualized management practices adopted by partner stakeholders. U.S.
Cattle Trace uses ear tags to collect data on an individual's animal
identification number, GPS location, and date and time of data capture
through the ultra-high frequency (UHF) technology. Through a system of
readers, animals can be traced to each location to which they travel prior to
reaching the processor for harvest. The U.S. $2 tags are electronic but not
battery operated, allowing one tag to be used throughout the lifetime of the
animal. Readings can be made during all stages of the cattle supply chain,
including auctions. Current partner organizations on the production side
include the Kansas Livestock Association, Florida Cattlemen’s
Association, Texas Cattle Feeders Association, Texas and
Southwestern Cattle Raisers Association and Kentucky Cattlemen’s
Association. As the program expands and additional partners join the
industry-led effort, the structure of U.S. Cattle Trace will evolve to fit the
needs of the program. Tyson’s involvement comes after a major successful
pilot project of U.S. Cattle Trace undertaken from August 2018 through mid-
2020. Costs for individual stakeholders during the pilot ranged from $2.84
to $6.06 per head for cow/calf producers, to under $ 0.18/head for
processors. U.S. Cattle Trace is being run as a non-profit enterprise, and
states that it will securely maintain and manage data as needed for disease
traceability purposes.

TRADE

We noted last week that China’s meat & poultry imports hit a record 1.02
million tons in March 2021. China has now published granular import data,
and it showed that total pork imports hit a record 565 thousand tons in
March, while sheep meat and associated product shipments also hit record
levels (see graph below). China’s March beef imports of 222,000 tons were
the 2nd Jargest monthly volume ever after Jan 2020. Although analysts
believe pork imports this year could drop slightly from last year’s level, beef
imports are on track to hit another record, with Jan-March imports +20%.
Supply is already becoming an issue, with beef prices already high among
major suppliers. Grain-fed beef is in particular demand, with U.S. shipments
up 1,580% through mid-April. Grain-fed beef accounted for approximately
5% of total beef imports in 2020, but analysts believe that could easily grow
to the 48% share Taiwan imports, as the demand profiles of mainland and
Taiwan consumers are similar.
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SIAL, Shanghai: May 18-20, 2021

Restaurant and Bar/HOFEX, Hongkong: September 7-9, 2021
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