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Note: Due to the upcoming Thanksgiving holidays, the next U.S. Meat
Bulletin will be published December 7.

SUPPLY & DEMAND

MOVING AHEAD

As global industries accelerate their sustainability efforts, a wide swath of
the USA’s meat processing industry has uniformly pledged to meet
The beef cutout moved lower last week on wholesale price weakness for ribs, greenhouse gas (GHGs) emission reduction targets in line with the Paris
chucks and rounds. The decline in rib values was notable as the market Climate Agreement by the year 2030. The commitment has been announced
assumed that buying for Christmas would underpin the price strength of this by the North American Meat Institute (NAMI), the principal trade
key holiday item. But analysts believe end users may have covered their end- association whose collective membership processes 95% of U.S. beef, pork,
of-year needs early over supply chain fears. Not all cut values declined last veal and 70% of turkey products. In setting the industry-wide commitment,
week; plates increased, due to Asian buying over fears that U.S. beef supplies NAMI has developed an industry-wide quantitative framework of
will even be tighter next year. Some Asian cuts such as bone-in shortribs are in  sustainability metrics that will be uniformly applied by each of its members.
record price territory, and over 1,000 containers of U.S. beef were reported Besides reducing GHGs, NAMI's metrics will allow companies to measure
sold to China during the 1st 2-weeks of November, a record volume for that progress toward shrinking the environmental footprint from other resource
destination. Last week’s U.S. harvest level of 677,000 head was the highest utilization activities, including water usage, land usage (including
since late March 2020 and may have also contributed to the market retreat in  deforestation), and the handling of solid waste and food waste. NAMI's
some wholesale beef prices. Live fed cattle prices have now shot through the members will also work to ensure its upstream suppliers establish similar
psychological U.S. $130/cwt level & reached U.S. $135 in some areas. Last environmental impact strategies & goals. Each company’s improvements
week’s cattle on feed report for October yielded few surprises. Cattle placed on ~ will be synthesized to form a single data base whereby industry progress
feed during the month were near analyst estimates at +2% YOY but as can be measured and reported. The effort is moving quickly; by the end of
expected, below the most recent 5-year average and in line with cyclical herd next year, NAMI says member companies representing 90% of U.S. meat
contraction trends. The number of cattle sold out of feedlots to packing plants  output will be reporting data into its sustainability framework, with 100%
(marketings) in October was slightly below expectations, evidence of the of companies targeted to do so by 2030. The environmental pledges are
operational challenges at plants and the constrained harvest pace during the part of NAMI's 5-pronged Protein Pact, which also contain US meat
month. October normally sees the largest number of cattle placed on feed as  processing industry commitments to further enhance animal welfare, food
calves move off grass for winter fattening in lots. The cattle pipeline is safety, worker safety, and to improve U.S. food security. On the latter,
expected to continue to tighten, and one indicator of the trend has been NAMI's members have promised to work with the USDA to ensure that by
declining average fed steers and heifer weights. The average number of days 2025 all U.S. families in need have access to adequate high quality protein.
cattle are spending in feedlots is also declining, but interestingly, grading NAMI, and its forerunners, including the American Meat Institute and the
performance continues to improve. Year-to-date USDA CHOICE & above cattle North American Meat Association, have been advocates for meat & meat
is 82.8%, just 0.1% the record level of 2020. And although wholesale prices industry worker safety since the early 1900’s.

slipped last week, USDA PRIME premiums are at record levels, an indication TRADE

that consumers are seeking quality beef this Christmas.

Today, China lifted its ban on Brazilian beef with health certificates dated
Sept 3 or before; access for beef produced after this date remains
suspended. Shipments by #1 exporter Brazil plummeted in October due to
the country’s atypical BSE findings 1st reported to the OIE September 3. The
49% month on month drop in total exports was almost completely due to
China’s import ban (see graph below). China’s ban had lasted longer than
anticipated, with some traders believing that early November media
reports about 2 cases of human Creutzfeldt-Jakob Disease (CJD) had
prolonged Brazil’s absence; doctors at one of Brazil’s Institute of Infectious
Diseases have stated that the cases were of the sporadic type, and not
related to beef consumption. Exports to most other main markets -
including to the US. - have continued despite reports of import
suspensions by Egypt, Saudi Arabia, Russia, Indonesia, Iran and the
The pork cutout value dropped last week based on sharp downward Philippines. While U.S. beef producers and at least one member of
corrections in belly and trim prices. Some of the market softness is due to the = Congress have called for a U.S. import cessation, no such ban has been
planned shortened work schedules (and orders) of further processors (i.e. implemented. USDA banned beef imports from Brazil in 2017 because of
bacon and sausage plants) this Thanksgiving week. Others believe last week’s ongoing non-BSE food safety concerns, but removed restrictions in
drop was due to the temporary re-focus by consumers on turkey, the February 2020 following the country’s food safety authorities taking
Thanksgiving staple. And trade watchers saw some of the lowest new weekly  “corrective actions”. Brazil exported roughly % of its beef production in
pork export orders from China (excluding the weeks with negative corrections) 2020, with China accounting for 44% of total global shipments.
of the year, additionally noting that pork prices in all major exporting countries Interestingly, despite the China ban, Brazilian cattle & domestic beef
have been dropping steeply in recent weeks (see graph below). Although wholesale prices jumped approximately 10% during the 1st 2 weeks of
higher pork output last week could have also pressured prices, the weekly ~November. The sudden price rise is seen to be linked to lower slaughter
harvest of 2.635 million head - one of the largest slaughter weeks since the activity due to the China ban. Brazil harvested the lowest number of cattle
early spring - is still below capacity. Hog producers have been hoping for larger in 17 years in September, in part due to the shutdown in trade with China.
kills, noting that the annual harvest peak historically occurs in December. But The rise in wholesale & retail beef prices is adding to nationwide inflation
Saturday harvest activity of late has been below year-ago and 2019 levels, a  pressures; October’s annualized 10.67% rise accelerated from September.
sign of continued labor challenges of plants. USDA forecasts Q4 2021 pork High meat prices, and substitution of poultry for beef, drove Brazil's per
production -4.5% from 2020. The muted slaughter activity is pressuring cash  capita beef consumption to a 25-year low last year, with a further drop
hog prices lower, but futures have been moving in the opposite direction on  during the 1st 4 months of 2021.

Prime and Choice Premium Price Per Head

Spehead

SDA AMS, NASS; Prime, Choice, Select Cutaut Value * steer carcass weight for the corresponding week

Beef Choice Beef Cutout Value: 22/11/2021 - US$279.25/cwt. (-1% from
15/11/2021)

expectations that hog supplies will grow tighter next year. Lean hog futures are Brazil: total beef exports
also getting a boost from rising fed cattle futures. (2020, 2021 Q3 monthly average & October 2021 actual)
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Brazil: total beef exports
(2020, 2021 Q3 monthly average & October 2021 actual)
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