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Note: Due to the upcoming Winter Solstice holiday, the next U.S. Meat
Bulletin will be published December 22.

SUPPLY & DEMAND

Wholesale beef prices softened again through last week, the result of
institutional buyers having covered Christmas holiday supply needs early, plus
new consumer reticence in some areas of the U.S. about dining out as CoVID
cases rise in the colder weather. Spot buying activity has been contra-
seasonally tepid, with those buying to fill short term supply needs enjoying
better values than a month ago on popular Christmas items like ribeyes and
striploins. Restauranteurs are reporting solid demand for Christmas bookings,
at least compared to a year ago. The biggest issue facing restaurants is the
rising cost of labor, which, along with food prices, has contributed to the
highest menu price inflation in 39 years. On the retail side, with beef wholesale
prices at the lowest level since early April, anecdotal reports suggest that
retailers are offering discounts & features on popular beef items to help push
sales. Media reporting on high prices may have scared consumers, but recent
featuring could help re-incentivize consumers to buy beef in the weeks ahead.
On the live cattle side, the increase in fed steer values stalled last week;
slowdowns in processing activity for the next 2 weeks will moderate packer
demand & temporarily pressure pricing. There was more good news about the
trade picture. The $8.53 billion value of Jan-Oct U.S. beef exports has now
eclipsed last year’s 12-month record.
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Beef Choice Beef Cutout Value: 13/12/2021 - US$263.22 /cwt. (-3% from
6/12/2021)

The pork cutout closed last Friday steady with the previous week as the
industry recorded another slow slaughter week of 2.601 million head. Labor
issues are continuing to plague plants & restrain harvest activity. On the
demand side, domestic institutional buyers are completing their Christmas ham
purchases, but forward buying earlier in Q4 has meant less feversish activity in
this year’s pre-holiday market. Wholesale bone-in ham prices are lower than
year-ago levels, with retail Christmas ham prices just slightly higher than 2020.
Lean hog futures managed to bounce toward the weekend on expectations of
tighter hog supplies early next year. USDA’s hog and pigs report, to be released
at the end of this week, is expected to show farrowings contracted in the Sept-
Nov 2021 quarter and that producers will further pull back during the Dec
2021-Feb 2022 quarter. That would set the market up for a smaller pipeline of
market pigs next summer, and higher prices. Smaller beef supplies could
provide additional support to the pork complex. Herd health issues affected
production last winter and if similar problems persist this season, higher sow
productivity will need to offset the market impact. On the trade side, larger U.S.
October exports helped pull the 15t 10 month total trade volume equal to last
year’s record export pace, with higher trade with Mexico and other western
hemisphere markets compensating for decreases in shipments to China,
Australia and Taiwan.

The September 1 breeding inventory decreased for the second year in
2021
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Hog Carcass Cutout Value: 13/12/2021- US$87.03/cwt. (+4% from
6/12/2021)

ACTIVITIES:
SIAL, Shanghai: May 18-20, 2022
Food & Hotel Asia, Singapore: September 5-8, 2022

MARKET MAKERS

Several proposed new U.S. beef processing enterprises have gained key
approvals to proceed with construction of their plants. Lava Angus
Processing has received a nod from local Kansas officials for the
construction of a new small-scale (50 head per day) beef plant 3 hours west
of Kansas City, and Sustainable Beef LLC has received support from
officials in North Platte, Nebraska on beginning construction of a 1,500-
head-per-day facility in that locale. In a separate development, USDA
announced on Nov 22 the investment of $32 million in grants to 167 small
scale U.S. meat and poultry slaughter and processing facilities to support
expanded capacity and efficiency.

MOVING AHEAD

USDA has approved the first U.S. government certified program for the
production of beef with reduced greenhouse gas emissions. Low Carbon
Beef LLC (LCB), an Oklahoma based cattle consulting enterprise, will allow
beef farmers and ranchers to earn a premium by reducing carbon emissions
in their cattle operations by at least 10% from industry standard
quantitative baselines established by LCB. USDA will then verify LCB’s
measurements & scoring of groups of cattle under its AMS Process Verified
Program (PVP). Scoring is determined by data LCB collects from cattle’s
entire life span, from birth to harvesting, to ensure they meet the standards
required for low carbon certification. LCB doesn’t own the cattle, but rather
serves as the verification body, conducting the necessary record keeping,
annual on-site verifications, and compliance to ensure the product meets
the requirements of the process. In turn, USDA’s AMS audits and verifies
LCB’s process. Beef that meets the standard will be able to utilize USDA’s
PVP shield in the marketing of the product.

Criteria used to measure reductions - among

others - include the use of methane reducing

feeds, the use of renewable energy sources, the

use of sustainable manure management PROCESS

practices, and enhanced feed conversion
processes which can reduce the environmental w
footprint of production. LCB is currently g -

reaching out to producers, processors and
institutional end users in their effort to build a
marketing supply chain for PVP-verified low
carbon beef.

TRADE

Processverified.usda.gov

For the 1st time over a sustained multi-month period, Korea has surpassed
Japan as the #1 export destination for U.S. beef, at least in value terms (see
GRAPH below). Japan remains the top volume market but the average per
ton value of all beef products exported there of U.S. $ 7,222 /ton is below the
U.S. $8,208/ton for Korea during the Jan-Oct 2021 period. The pace of U.S.
exports to Korea - in value terms - was up 33% YOY, compared to 19% for
Japan. Total Jan-Oct Korean beef imports of 434 thousand tons was a
record pace as well, up 5% YOY. A major trend this year has been a large
21% YOY jump in chilled beef imports, fueled in part by pandemic
purchasing behavior which saw consumers select more fresh beef options.
Logistics and delivery advances have allowed online meat retailers to offer
chilled choices, and some home meal replacement (HMR) vendors are now
choosing chilled beef for their meal creations. Observers believe that the
proportion of chilled beef to total beef imports will grow from its current
share of 23% to 50% in the longer run. Korea’s ascension to the most
valuable U.S. beef export destination comes as USMEF celebrates 30 years
of operations in the market. USMEF opened its Seoul office in 1991 as strict
government conrols on import volumes and distribution channels were
relaxing. Most restrictions on beef imports have been lifted; current import
duties of 13.3% will be phased down to 0% in 2026 under the terms of the
KORUS free trade agreement. However, Korea is 1 of the few markets
worldwide to limit U.S. imports to product from under-30-month cattle.
U.S. total beef exports 2019-2021
(Jan-Oct, value)
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The September 1 breeding inventory decreased for the second year in

2021
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2019: 6.43 mil head, +1.6%

U.S. Breeding Hog Inventory on September 1
2020: 6.33 mil head, -1.5%
2021: 6.19 mil head, -2.3%
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