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SUPPLY & DEMAND MOVING AHEAD

Wholesale beef prices inched up last week to close at another record level last One measure of the supply & demand balance of meat markets is the volume of
Friday. There were mixed signals from buyers, with some believing that consumers  products stored in U.S. cold storage facilities. While most meat products for
will start to push back on high prices, especially with weakening pork prices, but  domestic users are quickly distributed in chilled form to U.S. restaurants and
with others continuing to try to lock down orders as end-of-year holiday buying retail outlets, certain seasonal items, and especially products for QSR
approaches. Beef processors strained to harvest 651K head, down from the level of  establishments, are often placed in freezers for longer periods of time, allowing
the previous week. Average values of USDA CHOICE ribs, briskets, rounds, loins and  buyers to take advantage of seasonal pricing cycles to accumulate and draw
chucks all advanced. Domestic and global users of ribeyes and prime ribs again  down product in a more cost-efficient manner. The most common meat items
found values increasing last week, with prices hitting another record level. Briskets  stored include ground beef and raw material for grinding, pork hams and bellies,
are also at all-time highs. USDA CHOICE ribeyes reached a new record of $14.54/lb.,  turkeys, and other poultry items. Most U.S. red meat and poultry exported is in
but the pace of the weekly increase slowed, with prices up only 3% week-over-week.  frozen form as well, and these products - such as pork variety meats - are often
Ribeyes are +70% from last year and up 61% from 2019. The continued frenetic  staged in freezers prior to shipment. Finally, U.S. imports of meats, including
chase after beef supplies is finally spilling over into the live cattle markets although  manufacturing beef and lamb, are also stored in freezers before processing and
fed cattle prices only managed to increase a modest $1 - $2/cwt. last week and sale. Once a month, USDA issues a report of the volumes of a wide range of
analysts remain divided when a more definitive price breakout will occur. Analysts foodstuffs stored in 800 commercial and public cold storage warehouses in 48
do agree that fundamentals show the cattle supply pipeline will tighten. Calf and states. On the meat side, at the end of July of this year, combined U.S. stocks of all
stocker prices at auction markets have moved counter-seasonally higher as has meat & poultry totaled approximately 927,000 tons, 13% below the level of a
feeder cattle futures. The number of cattle of feedlots has now been running below  year-ago. Stocks of picnics, bellies, all beef items, and bone-in pork loins were
year-ago levels for 2 months and the flow of cattle into feedlots during July was just  noticeably lower than year-ago levels while hams in storage were higher. Hams
91.9% of the number placed during July 2020. USDA has raised its annual live cattle  have historically been the largest pork item held in frozen inventories due to the

price forecast for both 2021 and next year due to tightening supplies. year-end holiday demand. But trend movements have become more
More than 70% of fed cattle have been grading Choice on average since 2016 complicated in the last 2 years with historically high exports, especially to China.
and the 2020 Choice grading percentage was record high; the 2021 year-to-date USMEF estimates that nearly half of all U.S. ham production has been exported
Choice grading percentage is just slightly lower than last year’s record pace over the last several years. On the beef side, frozen stocks normally decline into
National Choice Grading Percent the mid-summer as grinding activity ramps up for the summer grilling months,

. 2018: 71.4% but this year grinders have continued to draw down stocks with high beef prices

. : 72, and lower imports. Overall, smaller year-on-year total U.S. cold storage stocks

o 2021 yrd: 72.7% are a sign of tighter meat supplies. And from a larger perspective, total cold

J—— storage inventories are just a fraction of utilization. For example, the U.S.

i produced an average of 4.64 million tons of meat & poultry per month during the

o Jan-July 2021 period, implying that total current cold storage stocks equate to

e less than 1 week of total U.S. meat and poultry output. USDA’s data doesn’t

account for the volume of product stored by individual households and a

o 1w 1 significant number of Americans own large freezers. Some believe that

households have been storing more meat since the outbreak of the pandemic.

Source: USDA/NASS

Beef Choice Beef Cutout Value: 30/8/2021 - US$342.78/cwt. (-2% from 1RADE

23/8/2021) The meat trade with Vietnam came under the spotlight last week as the country
hosted the U.S. Vice President for talks on a range of bilateral & regional issues.
The White House issued a notice that the Vietnamese government would
positively consider a U.S. proposal to lower import duties on U.S. pork, corn and
wheat. In July 2020, as it battled ASF, Vietnam lowered its frozen pork tariff
from 15% to 10% but raised it back to the original rate this Jan. 1. This MFN
rate, which U.S. products are assessed, is higher than that faced by key U.S.
competitors. Under the Comprehensive and Progressive Agreement for Trans-
Pacific Partnership (CPTPP), members - including main competitor Canada -
pay only 7.5%. Current duties under the EU’s free trade arrangement with VN
are 11.3%. The U.S. also faces stiff price competition from Russian, Polish and
German pork, in part due to the lack of current access those exporters have to
other markets, including China, due to their ASF outbreaks. Vietnam’s pork
imports have nearly doubled YOY, reaching nearly 185K tons during the Jan-June
period. The duty handicap for the U.S. has caused its exports to fall 41% during
H1 2021. Vietnam is currently facing challenging CoVID conditions, with Ho Chi
Minh under comprehensive shelter-in-place orders. As of last week, the military
was delivering food to residents, and supermarkets were only offering limited
bundled food options of meat, vegetable, dairy and other staple items. The
comprehensive lockdown has also severely crimped import activity, while also
hampering efforts to stamp out festering ASF outbreaks on small farms in the

The pork cutout moved lower for the 3rd consecutive week last week, but wholesale
prices across all cuts are still on average 55% higher than last year and +54% from
2019. Bellies moved noticeably lower as did heavy bone-in hams. USDA’s cold
storage report, which showed smaller total meat & poultry frozen inventories, was
not able to put a floor under sliding prices (see MOVING AHEAD next column). There
is continuing industry chatter about the difficulties meat - and all food processing
plants - are facing with labor availability and absenteeism. In the pork markets,
prices of further trimmed items such as boneless hams and boneless loins continue
to demonstrate more firmness than bone-in cuts. Looking ahead, the wide spread
between the nearby firming October lean hog futures contract and falling wholesale
pork prices, is now converging. CME October lean futures ended at 90.725 cents per
pound last week while the CME lean hog index - a two-day weighted average of lean
hog values collected by USDA - fell to 104.8 cents per pound. If the labor situation
allows it, harvest numbers should start to move up in the coming weeks, but analysts
are pondering whether low average slaughter weights indicate tight live market hog
supplies. But year to date pork production is down a significant 1.5% with slaughter
down 1.6%. Last week’s estimated hog slaughter was 2.444 million head, 7.9%
lower than the same week last year. China’s live hog prices are again falling and
local media reports have focused on deteriorating profit conditions - and sinking
stock values - of large pork producers. New weekly export orders from China during

the last 10 weeks have averaged just over 4K tons, a substantial decline from the Mekong delta area.

12+K ton average over the 15t 10 weeks of 2021. s 5 ;
Stocks of bone-in hams have been above year-ago levels since May, but July stocks of boneless POI‘k/pvm eXpOFtS tO V|etnam essent]a”y doubled tO 185,000 mt In
R:?yn::ic:\ieo:seo ge:::vlligruz:?an;et]':revuprr:rI::;s:sstj;ﬁs,rbi:‘iffinr’:s (-39%), butts (-26%), ribs (-23%), boneless loins (- the ﬁrst half Of th's yea r, |ed by EU (Germany) and RUSSla, CountheS

139%), bone-in loins (-10%), and trimmings (-6%) WO Other ma rketS

Bone-in Hams in Cold Storage

Pork & Variety Meat Exports to Vietnam
100,000

Jan-June series Pork/pym exports to Vietnam
90,000 Reporter January- June (UOM1: T)
2019 2020 2021 Yoy
80,000
7000 ol 60,015 95192 185236  95%
2 o 027 41238 40814 92,070 126%
; 50,000
A Russia 7129 21,846 54515  150%
2 40,000 E
S = | Canada 108 11,279 17,532  55%
30,000 ki
20,000 ‘ Brazil 7,266 10,140 13219  30%
|
Source: USDA/NASS 10,000 | | I = I ) bis 3312 8152 4881  -40%
L | | b
H - -39, 0 I nlil _swm )
Hog Carcass Cutout Value: 30/8/2021- US$109.72/cwt. (-3% from Wi meh ome s U el st s 296 3019 2%

w2019 2020 w2021

ACTIVITIES:
Restaurant and Bar/HOFEX, Hongkong: September 7-9, 2021 (Next week!)

Source: TDM, USMEF
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More than 70% of fed cattle have been grading Choice on average since 2016
and the 2020 Choice grading percentage was record high; the 2021 year-to-date
Choice grading percentage is just slightly lower than last year’s record pace

National Choice Grading Percent
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Pork/pvm exports to Vietnam essentially doubled to 185,000 mt in
the first half of this year, led by EU (Germany) and Russia, countries

~with extremelylimited access o other markets
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