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Note: The U.S. Meat Bulletin will take a publishing break July 6 in
observance of U.S. Independence Day holiday.

SUPPLY & DEMAND

The beef cutout continued its downward move in what analysts are describing
as a seasonal softening, but wholesale beef prices across all cuts remain
historically lofty. Last week’s biggest corrections were seen in the rib and loin
primals as institutional purchasing for the July 4t holiday had already been
filled by early in the week. That said, ‘underutilized’ grilling cuts such as petite
tenders were still trading at historical highs last week, a sign that demand
remains robust. The easing of beef prices occurred in contrast with a solid
move upward in live fed cattle prices. U.S. plants harvested 661,000 head last
week, a large volume, and year to date beef production is now up 6.1% from the
CoVID-affected H1 2020. USDA'’s cattle on feed report issued last Friday yielded
no major surprises and confirmed that the number of cattle in feedlots over 120
days, though still high, is trending downward. That should mean tighter fed
cattle supplies will become more apparent this fall. Placements of cattle into
feedlots during May were down 3.6% from the previous 5-year average, and for
the 1st 5 months of the year were down 3% from pre-pandemic 2019. Analysts
believe placements will further decline in the next few months as the pipeline
of young cattle shrinks. Beef exports the week ending June 17% were strong,
with large shipments reported to China and large new orders from Korea, and
at a time of nearly unprecedented high prices for Asian cuts.
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Beef Choice Beef Cutout Value: 28/6/2021 - US$297.43 /cwt. (-7% from
21/6/2021)

The cutout dropped for the 21d consecutive week as lower exports to China and
the beginning of seasonally lower mid-summer demand weighed on wholesale
prices. All pork primal values moved lower, with medium trimmed spareribs
closing last Friday nearly 1/3 lower than 2 weeks earlier. Even with the
correction though, the cutout value is 49% higher than pre-pandemic late June
2019. USDA also published its quarterly hog inventory report, and it showed
large near-term supplies of market hogs, but also signs that the pipeline could
tighten during the 2nd half of the year (see MOVING AHEAD next column). Last
week’s estimated slaughter was 2.368 million head, down 2.8% from last week
and down 9.8% from last year (and down 1% from 2019). Year to date pork
production is up 1.4% from the pace of last year with slaughter up 0.9%. Lean
hog futures followed pork prices lower last week as a bearish sentiment spread
over the marketplace; the August futures contract settled last Friday at a 2-
month low. Although end-of-May total cold storage stocks were still -21% from
the previous 5-year average, pork stocks did increase 1% from April. And U.S.
pork exports for the week ending June 17 were 10% lower from the prior 4-
week average, although higher shipments to Mexico are helping to offset
lighter activity to China. Yesterday, traders again turned optimistic about
China as domestic hog prices there surged over this past weekend as a result by
a government announcement that it would start to buy pork for the reserves.

Higher Number of Pigs Saved Per Litter = Increasing Productivity;
productivity to return to growth trend following the covid-19 impact on the supply chain in
2020, but slight decrease from March - May reflects challenges from PRRS in March
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Pigs Saved Per Litter 2020: 11, +0%
March - May 2021: 10.95, -0.5%
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Hog Carcass Cutout Value: 28/6/2021- US$115.13/cwt. (-5% from
21/6/2021)
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American Foods Group, the nation’s 5% largest packer, has announced that
it will construct a new state-of-the-art beef harvest facility. The Wisconsin
based company is currently conducting due diligence on greenfield sites.
The company currently processes an estimated 6,500 head per day of fed
and non-fed cattle in 4 facilities. In pork processor news, producer owned
pork processor Wholestone Foods has announced it will invest upwards of
U.S. $500 million to build a swine harvest and processing facility in South
Dakota, indicating in its public statements it had already procured land for
the facility. Wholestone’s 200+ farmers and hog raisers purchased a 10,500
head-per-day pork processing plant in Fremont, Neb., from Hormel Foods
in 2018.

MOVING AHEAD

USDA has released its highly anticipated June 1 Hogs and Pigs report, and
the new data showing a year-on-year 2.2% decline of all hogs and pigs was
generally aligned with analyst’s expectations. Although total herd numbers
were down from 2020, they increased 1% from the March 2021 report,
indicating that producers managed to somewhat rebuild herds after
experiencing health issues over the winter. The inventory of hogs over 120
pounds, including the heavier weight category of >180 pounds, was higher
than forecast, leading some analysts to posture that the recent decline in
pork prices and lean hog futures were due in part by a flush live hog
pipeline. But recent high grain prices have also tempered producer
incentives to expand production, which were reflected in expected lower
farrowings during this past March-to-May quarter, but also in reduced
farrowing intentions in the coming 6 months. In addition to anticipated
lower farrowings, the average pigs-per-litter number declined during the
March-May quarter (see graph previous column), as well as the quarterly
pig crop which dropped 3%. That quarter’s supplies will be slaughtered
between September and December timeframe, leading analysts to conclude
that overall market hog supplies will tighten in Q4. The nation’s breeding
herd on June 1 stood at 6.23 million head, down 1.5% year on year but in
line with expectations. Beyond the data now showing a possible Q4 hog
tightening, the report’s data yielded no major surprises. There is still
uncertainty about demand however, as meat has enjoyed a boon during the
pandemic, but the U.S. reopening is expected to bring more normalcy back
to food purchasing behavior. That said, over the last 2-3 months, the
foodservice industry’s reopening has provided an additional demand bump.
But pork import demand from China is dropping; with domestic prices
swooning, most imported muscle cut items in inventory and on the water
will yield major losses to traders at current international prices.

TRADE

China has published May trade data and monthly beef imports of 167K tons
slowed from the large volumes of March and April, but still remain high
historically. Jan-May imports, including variety meats, totaled 985.5K tons,
a 18.6% increase from the record pace of 2020. Imports of U.S. beef
reached a record 12,400 tons during the month, a stunning 1,000+%
increase from May 2020. May was the 15t month in decades that China’s
imports of U.S. beef exceeded those of Australia. The per ton value of
China’s beef import prices have been somewhat stable over the last year
(see graph below), except for the pronounced rise in prices of product from
Australia, which remains in the low point of its cattle cycle. There are some
questions if price stability will be maintained. South American traders have
recently reported a softer undertone to the China market. Red meat
consumption is generally weaker in the hot summer months when hot pot
demand wanes. But in additional to seasonal factors, the swoon in pork
prices could lead to more conservative beef buying by traders now needing
to more carefully monitor cash flows.

USD/ton China: unit value of chilled & frozen beef imports
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Higher Number of Pigs Saved Per Litter = Increasing Productivity;
productivity to return to growth trend following the covid-19 impact on the supply chain in
2020, but slight decrease from March - May reflects challenges from PRRS in March
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