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SUPPLY & DEMAND

Concerns about beef availability by restaurants and supermarkets led to
frenzied activity in beef wholesale markets last week, driving the beef cutout
sharply higher, and toward the peak levels seen in mid-June. Talk in trade
circles focused on continued production constraints at U.S. beef processing
facilities; last week’s harvest of 639,000 head was lower than the previous
week and at a time of peak buying for Labor Day (Sept 6), the last summer
holiday of the year. Ribeye supplies are very tight, with both domestic and
international suppliers scrambling for supplies. In an investor call last week,
the CEO of one of America’s largest beef packing companies said the Delta
variant was causing worker absenteeism at plants to increase again, and
warned that inflation, across all input in the industry from animal feed to
worker wages, is helping to drive meat prices higher. On the live cattle side,
average prices moved slightly higher, driven in part by premiums packing
plants are paying for higher graded animals; the spread between USDA CHOICE
and SELECT values are at record levels for this time of year driven in part by
the constrained pace of grain-fed beef production, which is down 1% from last
year’s pace. The short-term outlook for the fed cattle pipeline remains murky
with some analysts believing that the placements of cattle into feedlots during
July shrank, while others maintain that the drought in the Western part of the
U.S. has driven more cattle into feedlots recently. But there is unanimity that
the size of the U.S. cattle herd will contract next week, with one prominent
analyst estimating that the average fed cattle price next year - across all 12
months - will equal $135/cwt, $14/cwt. higher than 2021. New packing plant
capacity is also expected to begin to come on-line next year.
Choice beef production down 5.6% from last year (and up
1.1% from 2019) over last four weeks
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Beef Choice Beef Cutout Value: 16/8/2021 - US$329.80/cwt. (+10% from
9/8/2021)

Wholesale pork prices were unsettled last week as the market saw lower
export demand and harvest levels increased week-on-week. The spread of the
Delta CoVID variant is adding uncertainty to markets. Although dropping
slightly last week, and again yesterday (Monday August 16), the pork cutout is
solidly higher than the most recent 5-year average for this time of year, and
some pork cuts, including boneless butts and some bone-in pork specifications,
saw week-on-week gains. High wholesale & retail beef prices are also helping
to support pork. Labor shortages continue to drive a wedge between bone-in
values and more highly trimmed product. But high wholesale pork prices are
incentivizing plants to pull in more hogs given favorable overall margins. The
tightness in market hog supplies is evident in lower year-on-year hog weights.
Dressed hog weights normally decline in the hot summer months, but this

MARKET MAKERS

Another large acquisition has been announced in the U.S. protein industry.
Sanderson Farms, the USA’s No. #3 poultry producer after Tyson and
Pilgrim’s Pride, will be jointly purchased by Cargill and Continental
Grain Company for U.S. $4.53 billion. The new joint venture will see now
publicly held Sanderson combined with Continental’s existing poultry
subsidiary Wayne Farms. Sanderson will become a private company, with
its shares ceasing to trade on NASDAQ.

MOVING AHEAD

The beef industry is beginning to celebrate the
upcoming 30-year anniversary of “Beef, It’s What’s
For Dinner”, one of the most iconic U.S. food
marketing campaigns ever. The slogan and
advertising first aired to the public in May of 1992 in
TV commercials featuring renown actor Robert
Mitchum and music from American composer Aaron
Copeland (the original commercial can be viewed
here). National TV placement of Beef, It’s What’s for Dinner commercials
aired during the summer 1992 Barcelona Olympics and during the 1994
winter Olympics. A beef educational website BeefltsWhatsForDinner.com
was launched in 2002 and serves today as an authoritative consumer
resource for how to prepare and enjoy beef. The site addresses topics such
as recipes, shopping recommendations, cooking tips, proper food handling
and nutrition facts. In April of this year, the BeefltsWhatsForDinner brand
initiated a newbeef educational campaign highlighting sustainability
information and stories based on the experiences and practices of U.S. cattle
farmers and ranchers. Since its inception, funding for the campaign has
been derived from the Beef Checkoff program, an U.S. $1-per-head
assessment on the sale of live domestic and imported cattle administered
by the Denver, Colorado-based Cattlemen’s Beef Board. According to the
National Cattlemen’s Beef Association (NCBA), a producer driven
organization and contractor to the Beef Checkoff program who manages the
ongoing campaign, BeefltsWhatsForDinner has garnered more than 1 billion
impressions and the brand enjoys a 70% recognition level across the U.S.
population.

TRADE

IT'S WHAT'S FOR DINNER?

The volume of first half 2021 U.S. pork and beef exports were record high,
with the explosion of beef exports to China driving a nearly $1 billion year-
on-year increase in total U.S. beef export value. Total Jan-June pork exports
(volume) were also +1% the record pace of last year, with a rebound in
shipments to Mexico, and a surge in sales to ASF-stricken Philippines
helping to offset anticipated declines to China. High prices helped push the
bi-annual total value of combined beef & pork exports to $8.7 billion,
exceeding the previous pace by over $1.1 billion. Overseas demand for U.S.
red meats has been exceptionally strong, and contrary to expectations that
CoVID lockdowns would crimp foodservice operations in large volume
markets like Japan and Korea. U.S. beef and pork export sales to Asian
markets hard hit by the virus have also remained robust, including not only
the Philippines, but also Indonesia (see table below).
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https://www.youtube.com/watch?v=XhxhiffTFwE
http://www.usmef.org.cn/
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Choice beef production down 5.6% from last year (and up
1.1% from 2019) over last four weeks
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