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SUPPLY & DEMAND MOVING AHEAD

The beef cutout closed last Friday, the 1st full week of the year, up slightly from  The most common question we have received in these early days of the new
its close from our last report of Dec 22nd. Last week’s wholesale market was  year is how U.S. beef prices will behave in 2022. Predicting beef price
somewhat unsettled by Omicron-driven labor shortages and uncertainty over —movements is always difficult, but almost all analysts are in agreement that
possible new social distancing measures. The nation’s low weekly cattle U.S. fed cattle prices are set to increase this year, which in normal times,
slaughter of 620,000 head was seen as reflecting the impact of labor would work to push up beef prices. The slow but steady reduction in the
unavailability at plants due to either illnesses, fear of contracting the variant, or  cattle herd, and the slow but nearly complete normalization of the fed cattle
the need of plant workers to stay at home to supervise children who had supply pipeline after 18 months of CoVID-induced backlogs, should see
returned to online learning. Analysts forecast that U.S. plants could have feedlots spending more money bringing feeder cattle into pens, and
processed 660K head without the constraints. The fact that wholesale beef processing plants spending more money to bring fattened cattle to harvest.
prices were steady with the values at the end of last year was a sign of tepid Total cattle inventories on Jan 1 of this year are estimated to be 1.4 million
demand, and consumer apprehension over an economy that may note be as head lower than the 93.6 million head that were on farms and ranches at
vibrant as the stimulus-driven 2021. Consumers may shift consumption to the beginning of 2021. Live fed cattle prices are expected to average U.S.
cheaper beef cuts - e.g, top butt steaks instead of ribeyes - in the weeks ahead $1.35/lb this year compared to $1.22 last year, according to USDA
as consumers look to save pennies following the Christmas/New Year splurge. projections. USDA says live fed cattle prices will be the highest in the 1st
Wholesale rib values have been dropping while the loin value has held firm and 4% quarters. Analysts are also predicting lower cattle on feed numbers
over the last month (see GRAPH below). Live cattle prices weakened slightly  for almost every month this year, lower fed steer and heifer slaughter, and
last week due to the reduced demand for fed cattle by plants, but are expected total 2022 beef production which could register a noticeable 2.5% decline
to be stronger throughout 2022 than last year (see MOVING AHEAD next from 2021’s output. An unknown on the supply side is the extent to which
column). Although fed cattle prices softened last week, demand by feedlots for  continued long-term drought in the west and SW U.S. influences cattle
calves & feeder cattle is steady to firm, driven by smaller herd numbers and operations in that region; another round of drought could result in more
expectations 2022 beef demand will stay strong. The White House also cow culling and a temporary increase in beef supplies. It is important to
announced the release of U.S. $1 billion in funding to support independent meat  note that a smaller cattle supply doesn’t assure higher beef prices. Over the
processors and ranchers as part of a plan to address competition issues in the last few years, the positive correlation between live fed cattle prices and
U.S. meat industry. beef prices has weakened, with processors enjoying record margins while
Choice Beef Primal Values cattle prices remained weak. While most analysts expect some correlation

to return this year, how demand will hold up remains a wildcard. Beef
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s“""’# e e > > e o > > > omicron outbreaks. But most analysts are optimistic that overall beef
T T 0 o 5 o o o o o o demand for the whole year - both domestic and foreign - will support
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Primal Round averages. Despite current weakness in China, USMEF sees no major

impediments to another year of very strong overseas demand for U.S. beef,
especially since a recovery in Australian cattle & beef supplies - and
competitive Australian pricing - will probably not be a factor for most of
Falling bone-in ham values helped to push the pork cutout lower last week. this year.
Heavy bone-in ham values of U.S. $0.48/1b. are now at their lowest level since TRADE
August 2020. Plants managed to harvest 2.578 million head, up 18.2% from the
previous week but down 8.9% from the same week last year. Labor shortages Another critical question for international meat markets this year concerns
of plants, especially on boning lines, are putting price pressure on bone-in the outlook for China’s pork market. Live Chinese hog prices ended last
items, while supporting more labor intensive items such as boneless ham Friday on a weaker undertone, with the level of RMB 15.20/kg being 17%
rollouts. Attention will focus this week on China’s pork market, which is lower than the Q4 2021 high set on Nov 28 of RMB 18.41/kg.  Pork
unsettled 3 weeks in advance of the peak annual consumption period around —consumption usually rallies in the 3-4 week period before Chinese New
Lunar New Year. There are reports at slowdowns at the 3 major ports of Year (Feb 1), but buying interest in porkmeat, along with other meats, is
Ningbo, Tianjin and Shenzhen due to small CoVID clusters, although any reported to be weak to tepid, in part due to localized CoVID outbreaks that
disruptions should be short term. China’s pork muscle cut import duties also have negatively affected travel, banqueting & overall foodservice sales.
reverted higher on Jan 1 this year to the MFN rate of 12% after staying at a  There are also large inventories of imported frozen meat & poultry, which
concessional rate of 8% since Jan 1, 2020. With retaliatory duties on U.S. have been moving more slowly in 34 & 4t tier wholesale markets due to
product still at 25%, tariffs on U.S. product are now back to 37%. But U.S. pork strict enforcement of CoVID testing and disinfection regulations, and in
exports to Mexico in November were the highest monthly volume ever, some smaller localities, outright sales bans. The various live hog futures
showing that exporters were diversifying away from China as import demand  contracts traded in Dalian have shown a marked wavy trend over the last 3
there fell. As of early this week, lean hog futures are feeling pressure from months (see GRAPH below), an indication of day-to-day uncertainty over
overall financial sector weakness and omicron worries. the direction of the market. Values for the May, September and November
Pork Primal Values 2022 contracts suggest traders believe potential for substantial increases in
live hog prices are minimal. But domestic analysts also think that the large
cull of last year will produce some sort of hole in supplies that will manifest
itself in the 2nd half of the year. USDA is currently predicting that China’s
pork output will contract 4.9% this year, equal to 2.25 million tons, or
roughly one-quarter of the total volume of the international pork muscle
cut trade last year. USDA will update its global production and trade
forecasts next week.

Beef Choice Beef Cutout Value: 10/1/2022 - US$276.04/cwt. (+6% from
21/12/2021)
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Hog Carcass Cutout Value: 10/1/2022- US$86.42/cwt. (+2% from
21/12/2021)

ACTIVITIES:
SIAL, Shanghai: May 18-20, 2022

Food & Hotel Asia, Singapore: September 5-8, 2022
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Pork Primal Values
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Hog Futures Prices
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