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Note: Due to upcoming holidays, the next U.S. Meat Bulletin will be
published April 12.

SUPPLY & DEMAND

Higher brisket and plate values, along with strength in middle meats, helped
the USDA CHOICE beef cutout value appreciate last week. Institutional users
sensed a buying opportunity for steak cuts as values had dropped and seasonal
front-covering activity is also in play for many summer grilling and BBQ cuts.
The strength in the market came despite a healthy 659K head harvest. Also,
USDA published a somewhat bearish cattle-on-feed report which showed a
larger-than-expected number of cattle were placed in feedlots during February,
surprising some who thought that lower overall herd numbers would start to
show up in lower feeder cattle supplies. The total number of cattle on feed on
March 1 of 12.163 million head was +1.4% YOY, and a sign that feedlots still
need to work through large cattle numbers. Higher placements for the last few
months reflect pressures from drought conditions as producers have had to
send more lighter weight cattle to feedlots with lack of pasture. While cattle on
feed inventories have been above year-ago levels since January, the supply of
heavier, slaughter-ready cattle has been below year-ago levels since December
(see graph below). Moving forward, attention will be focused on weather and
the pattern & amount of spring rains. There has been some rain in the central
and southern plains over the last week and a large storm is expected to provide
more moisture relief to the southern plains this week. Reports from country
auction barns already suggest markedly lower placements in March but fed
cattle supplies will be ample through May. Overall, there is bullish sentiment in
the market due to continued firm demand and confidence that a tighter cattle
pipeline is around the corner.
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Beef Choice Beef Cutout Value: 28/3/2022 - US$263.87 /cwt. (+2% from
21/3/2022)

Low harvest numbers (2.417 million head) and a bounce in exports to Mexico
helped an otherwise unsettled pork market move higher last week. Wholesale
pork values were also boosted by bullish sentiment in the futures markets,
where inflation and other logistical uncertainties are prompting investors to
pile into the market; last Friday the nearby June lean hog futures contract hit an
all-time high. Last week’s market also saw seasonal strong demand by
processors who want to secure supplies of trimmings for summer sausage
production. On the supply side, concern continues about disease issues in
Mexico and hog production costs there as feed prices spike. U.S. producers
have also faced herd health issues this past winter, but most analysts predict
that the new quarterly USDA hog inventory numbers due out tomorrow will
show stable breeding herd numbers as of March 1. But supply uncertainties
remain, and cash live hog prices continue to advance, rising 5% last week. This
may also be slowing slaughter plant interest, as processing margins narrow.
Mexico continues to offer respite to weak export markets; out of the top 12
destinations for U.S. pork, eleven are showing year-on-year declines through
the week of March 17. Another developing headwind is the stronger U.S. dollar,
driven by rising U.S. interest rates. Last week the dollar hit a 6-year high
against the Japanese yen.
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Hog Carcass Cutout Value: 28/3/2022 - US$107.41/cwt. (+6% from
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SIAL, Shanghai: May 18-20, 2022

Food & Hotel Asia, Singapore: September 5-8, 2022

MOVING AHEAD

American consumers love of premium beef products continues, despite
concerns about overall inflation and a widening price gap between higher
graded beef and the most common USDA CHOICE grade (see graph below).
A University of Missouri economist has noted that the average cutout value
of USDA PRIME carcasses rose 46% between pre-CoVID early 2020 and the
1st 7 weeks of this year. Increases in the cutout value of other graded
carcasses were smaller; USDA CHOICE +31%, USDA SELECT +29%, and
ungraded beef +32%. The increase in PRIME values have come despite the
steady growth in the % of fed beef carcasses hitting the highest grade. The
percentages of graded beef meeting the USDA PRIME criteria during the 1st
week of January 2016 and 2022 were 6% and 10% respectively. During
this time period, total U.S. beef production increased 11%, so overall PRIME
output has increased considerably. But it’s not just USDA PRIME that is
seeing increased demand and value. The spread between the cutout values
of Certified Angus Beef (CAB) and USDA CHOICE increased from roughly
U.S. $0.10/1b. to U.S. $0.18/1b. between 2019 and 2021. For highly sought-
after cuts like ribeyes and strips, the spreads are much higher. Like for
PRIME, the total production numbers of CAB are trending up, with FY
2021’s total sales of 567K tons the 2m highest ever (total U.S. beef
production is 12.7 million tons). Other specialty U.S. beef products are
enjoying high demand - and high premiums - including grass fed, organic
and Wagyu offerings. According to USDA retail data from late Feb this year,
USDA certified organic ground beef (80-90% lean) prices were 114% above
those of conventional ground beef. USDA also issues a weekly price report
on grass-fed beef and during February 2022, whole boneless ribeye values
averaged U.S. $26/1b. compared to U.S. $8.56/1b. for the same item grading
in the upper 2/3rds of USDA CHOICE. Wagyu has also become popular,
with major national food chains such as COSTCO now offering American
Wagyu products. The American Wagyu Association claims the breed is the
fastest growing in the U.S. but with Wagyu influenced cattle numbering in
the tens of thousands of head, they remain a very small percentage of U.S.
cattle.
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TRADE

China’s monthly total pork imports have dropped back to levels that
prevailed before the big ASF related pork shortages caused domestic live
hog & pork prices to spike in mid-2019 (see GRAPH below). Both domestic
and imported pork sales continue to face headwinds. On the consumption
side, pork sales have been slowed by CoVID lockdowns & consequent
anemic foodservice/catering sales. Shanghai’s 1st city-wide lockdown,
which started yesterday, has been a further negative to the circulation of
imported proteins. On the supply side, traders are still carrying large stocks
of frozen imported pork, and distribution has been slowed by tightening
CoVID testing & disinfection requirements as well as restrictions on how
imported meat can be distributed and sold. Also, domestic hog slaughter
remains aggressive in relation to sales, which have kept local hog prices
(liveweight) in the U.S. $1.88/kg range, still far below estimated average
current costs of production (farrow to finish) of U.S. $2.60/kg. U.S. pork
muscle cut exports to China through mid-March are -70% but still above the
pace of 2017 & 2018. If there is a silver lining, it is China’s pork variety
meat market where demand remains steady; values of popular items such
as heads, feet, ears are holding, and U.S. exports of PVM in January of 18+K
tons were the 2nd highest ever for this month.

China chilled and frozen pork monthly imports
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