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SUPPLY & DEMAND MOVING AHEAD

Wholesale beef prices turned upward last week after 6 consecutive weeks of Cattle markets have been volatile in recent weeks, in line with the spikes
decline. Strengthening rib and loin prices - driven in part by the activity of and swoons that all financial & equity markets have experienced. In
early spring grillers - managed to slightly offset weakness in chucks & clod particular, feeder cattle prices and their respective futures contracts have
demand. The ground beef market is getting more attention as inflation forces been under pressure in recent weeks due to spiking grain prices related to
consumers to trade down their protein choices, and prices of alternates - global grain market uncertainty (see TRADE below). Heavier feeder cattle,
including chicken cuts and pork chops - increase (see graph below). With 750 Ib. steers, dropped significantly during early March from an average of
inflation at its highest in decades, U.S. consumer sentiment turned sharply about $1.65/1b. (liveweight) to $1.56/lb. That is still well above last year’s
negative in March, with the number of Americans who predict their personal ~ $1.38, but the decline has come as the overall cattle pipeline tightens. Other
finances will worsen this year reaching the highest percentage since the mid- headwinds include rising gasoline prices, which some have noted have
1940s according to the University of Michigan Consumer Sentiment Index lowered calf and feeder cattle prices in country auctions in areas far from
(MCSI). Live fed cattle prices struggled to lift last week, as the total numbers of feedlots. Similarly, transportation costs to and from pastures has also
cattle on feed continue to be historically high and slaughter levels muted. In  become more of an issue as energy prices climb. With the overall U.S. cattle
addition, spreading drought is continuing to drive more animals into feedlots. herd in decline, many cow-calf operators were expecting 2022 to yield
Cattle feeders have been in aggressive in filling pens because of high margins significant profits, but spiking feed costs have rapidly altered feedlot & cow-
but the Russia-Ukraine conflict’'s impact on grain markets is quickly changing calf financials. Grain markets continue to be extremely volatile & headline-
those financials (see MOVING AHEAD next column). Cattle futures moved up at  driven; mid-last week grain futures plummeted as oil softened and media
the end of last week, but remain volatile, and USDA’s cattle on feed report this reported on progress in diplomatic efforts to resolve the conflict. Despite
Friday could impart a negative tone on the market. Strong new U.S. beef export the respite, grain prices are expected to remain historically high this year.
sales to China were reported during the week ending March 11, a positive sign  USDA is forecasting that the average price of corn (farmgate price, crop
amidst otherwise negative news from the market where CoVID lockdowns are  year) this marketing year will average U.S. $222 /ton, significantly above the

impinging foodservice sales. average U.S. $178/ton of 2021; prices in the more ‘normal” 2019/20 crop
$/Ib. average U.S. retail price for boneless chicken breast, boneless year were $140/ton. The other variable moving ahead is mother nature

pork chops, and ground beef Sa.60/1b <05 from and whether key grazing areas will see adequate moisture this spring. With

$5.50 2021, +15% from 2020 grain costs high, operators want cattle to add as much weight as possible on

pasture. But with over 75% of the U.S. currently experiencing some sort of
drought, the pressure to move cattle into feedlots remains high.
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Over the last week, more media stories have appeared around the threat
the current Russia-Ukraine conflict poses to global food security. Although
sa.sz/b+1e%2021,  neither country is a major beef and pork importer or exporter (Ukraine is
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sapEapEapEapsapsEarEayEEaEEanEsr are utilized as key inputs in the world’s two largest pork producing regions,
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——Boneless chicken breast  ——Boneless pork chops  —e—100% ground beef chuck China, and the European Union. 15.9 million tons of Ukraine’s total 2021
Sommfls corn exports of 24.7 million tons went to producers in these two areas.
Beef Choice Beef Cutout Value: 21/3/2022 - US$258.50/cwt. (+1% from  Ukraine accounts for 40% of the EU’s total imports of corn, barley, and
14/3/2022) wheat (see graph below), and 29% of China’s corn imports. Over the last

several weeks, European feed & livestock groups have been pressing their

The pork cutout drifted slightly lower last week on unsettled retail demand and ) : _ -
respective governments to guarantee grain supplies. Spain, the 2nd Jargest

consumer buying resistance linked to higher gas prices. Institutional ham g 5 : o
buying for Easter (April 15) is mostly complete and values for value-added buyer of UKkraine corn after Chlna, has as'ke.d EU agricultural al{thorltles to
boneless rollout hams have also been easing, along with loins. Last week’s Waive GMO & other phytosanitary restrictions so the country’s pork and
national harvest of 2.435 million head was still well below capacity, with USDA poultljy producer.s can access corn from previously ban,ned suppher.s,
reporting low activity at harvest plants last Saturday. Some saw the recent ~especially Argentina. The feed ln(.iustry of France, Europe’s largest grain
weakness of the Mexican peso as a negative sign for exports but during the ~Producer and exporter, has asked its government to guarantee supplies to
week ending March 18, USDA reported large new sales to that #1 market. Lean l0cal livestock producers, even if that means implementing export quotas.
hog futures were choppy last week, with see-saws in the grain market spilling ~ 1he grain pinch, which has caused prices to soar, comes at a difficult time
over into livestock markets (see MOVING AHEAD next column). Three U.S. pork ~ for Europe’s pork industry, which was already suffering from Africa Swine
harvest plants have received permission from USDA to increase maximum [evVer outblrea]fs & r'esultant.lmpo.rt bans (esp. Germany)., CoVID felated
processing line speeds in a new trial of how faster harvesting may affect worker ~ SUPPLY Cha“t‘ disruptions & rising input costs, and low China pork import
safety and wellbeing. Employee organizations are comfortable with the trial demand (.Chma accounted for 47% of the EU"S total pork exports vs 24% for
after receiving assurances from the plants that staffing would increase to the USA in 2021). These factors led to hlgh 195565 for pork producers
manage the additional velocity. Faster line speeds will increase harvest throughoutthe EU late last year, and a reduction in output. From December
efficiencies and potentially lower processing costs. Although U.S. pork exports 2020 through Pecember 2021, the Polish swine breeding herd ded“}e‘j
are off to a slow start, the Russia-Ukraine conflict is bringing into clearer focus ~20% Germany’s -11%, and Denmark’s -3%. Some forecast a 5% EU-wide

the competitive advantages of the U.S. pork sector over that of its main rival, decline in pork production this year. Although the herds of other major
the EU (see TRADE next column.) producers such as Spain have remained steady, continued input cost rises
have caused average market hog losses in the range of U.S. $20 - $50 head,

Contrast i ...the U.S.is th k li f choice for th R . .
ontrashng views © fs the pork supp 1er of chotce Tor the according to experts. And although EU prices have moved sharply higher

future; EU industry analysts now see EU pork production down 5%

this year since the beginning of the year, uncertainties remain for the sector.

EU Park Production & EC Outleok U Fork Production & USDA Outiock Europe’s new comprehensive Farm-to-Fork agricultural sustainability

o e policies are also discouraging the expansion of production. Longer run

00 0 forecasts predict that EU pork production will continue to fall while that of

o o the U.S., Europe’s principal competitor in international markets, will
. e I I | | increase (see GRAPH previous column).
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$/lb. average U.S. retail price for boneless chicken breast, boneless
pork chops, and ground beef

$4.63/Ib., +9% from
2021, +15% from 2020
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Contrasting views...the U.S. is the pork supplier of choice for the

future; EU industry analysts now see EU pork production down 5%

this year

EU Fork Production & EC Outiook

3

z

F z400

£

= 21,900
1,400

U.5. Pork Production & USDA Outlock

-
-

-

-

|“h s
I. 10,000

RSN 2022 £ 3 H 21 H—$101.61 =55/ B (B 2022
43 A 14 HA 2%)

R www.usmef.org.cn

PR ENE

WU, Am— BB, IFH5S AT SR g 55 4 s BT AV
RR—E . NHZN ARSI E SN EAITE, KR
BERMEEES ARARALELIVE —HEERENZ FTOAES T
REFE). 3 B¥, MEKERRIEES R (750 8), W FHEREY
$1.65 EITKIE FHEGEIAEE) £ $1.56 Eio/b. XPHTmERFEEMN$1.38
EI6, (HRAMEBARSFRCETHIL T B AR R RAmAN R -
ik, —HAfEH, AEEEEZMX K SIS, FEURREESR
HINAS LA R, [EIRE, BEE REIR NS0 K, IR RS i A
BN — AR B2 E AR R T, 2 BT AR S
it 2022 KPR A AT AFRNIE, ERRTT R EL A TR A T AR E A
BHF AR SR 0L . 90T S RE 6L 1A B AN Fa e B2 213k 258 18 1) 3R 3h 5
LREFRA, BEE AR R DL R AR S R R R AN R B
IR, REFIEM, B5FERDMASAI IR R P s =, 3
FELAR BRI, AR A 5 T3 TR B ORI s, AEYIAERE) A
$222 FEIo/M, EER 2021 EHTH$178 Koo/ DUEE “IERT
2019/20 1EMEEERI1£$140 Koo/mh. F—AATERIEIAZ KB, U
KA FEHEBFBRUX B ESH RWHIKS . HNSYIRAS, SEE6
4 s ERATRERIBIINE R . HEREE 75% ML ERHX H T iE
AR, R A O IR B A 0 R ST AR K

R 5 #ie

LR, BELSERIRS T LE0H S ph =0 A B 2 e R . R
P E R EA R EE R A RADE AHE D80 O E (BRI 2E R —ANH
HRMEARHOED , HEMNESY, THEGRAMEK, SFEFE
FIRR BRI A0 A AE 77 [ B SR B P i . 2021 FER WX RS HOEN
2470 JiWE, Mo 1590 J5ndiH C 25 A BRI B A AE PR . s R R
K REF/NZBFOER 40%0ES T E), RN & A E Sk &
1 29%. fEIE3= U, BN R AR REA & Holk B4k — BE SR &% E BT
DA S IR LR o 137022 TR 88 — K SEF AV YUA T E (I Pa3EF . H
AU PEHE A 2B 5R RRE AR b 24 S i 35 32 (R i R A AR G S BR A, A%
% AT A A e i T DU Z AT AR Ik i gh i, R RPTARE S &
Ko AVENBRINE A A R0 D, B R SR L BORE
W 2 A P AR, B R R S AR IEAE BRI
AR FIAERS, B4 S BT, R RN 2B 2 20 s R R R
~ AN IR A R T AR A (UL RAE ) ~ 55 CoVID HS< 1 fit BiE H T AN
BNEA BT, BLR b B A O 7SR (2021 4E A G RREERE A A
2 47%, TEE G 24%). XLHEE S ELERBEAWCR % AL
WMEBE, PEWER TR M 2020 £ 12 A% 2021 £ 12 7, XM
FERETRET 20%, FEE R T 1%, R T 3%. —SHMCh, 4
FEWEATIE N AT B T 5%. REHER, RENIFELirs
A E B RR R RE, ERANRRARS: B S8 TRy
$20 & $50 SEonz A, REERCE RS B EYI LR ERIE Bk, (HZATk
HIANHH E PR AE o I I AR 3% B8 52 11 AT R b R bR JRIBUR R
FHAES T A=Y K. KT, W A5 A P ol FRE 0 T B, T RK
PIAE [ bR 7 3 0 5 B e ot T35 [ 105 I P sl 48 n (152 IRl — A1
%),

Corn, Barley & Wheat Imports

60

mTotal  mFrom Ukraine
50
40
s
3%
3 10 I
2% zs%
9% 14% 4% 30%
I % _ I- Ii% I ll% I_ -
2 ) & & 1) 2 S 'o o o N o & Y
-&-@b@x&*e@* & F & FE Y
& z* X A ¢ (\z < o _QQ\Q 2 ,@‘@ &
\° \\6\ + Q\"‘\\

Source: TDM, USMEF, *includes wheat, barley, corn
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