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SUPPLY & DEMAND MOVING AHEAD

Last Friday, the USDA CHOICE beef cutout closed +1% week-on-week, reaching Meat & poultry retail prices in the U.S. grew in March at an annualized rate
its highest level since February. Wholesale beef prices usually rise in April and  of 14.8% & 13.2% respectively according to newly released U.S. Bureau of
through May as the summer grilling season gets underway, and this year Labor (BOL) statistics. This was above the 40-year high 8.5% growth in the
appears no different. Increases in wholesale prices of steak cuts helped push price of all goods and services (CPI), but below price increases of other
the cutout higher, but with ribeye prices already having jumped, restaurants daily essentials including gasoline, which rose over 18% month on month.
and consumers focused last week on value steaks such as top butts. Lean and According to USDA monthly price data, the retail price of beef - averaged
fatty beef prices, the components of hamburger, are also at high levels as across all items sold in U.S. supermarkets - hit U.S. $7.69/lb. in March,
consumers fret about rising overall food & energy bills. But overall consumer +18.6% YOY. The all-retail pork price of $4.82/Ib. was a new record, and
spending remains robust as CoVID worries continue to move into the +16% from the level of March 2021. Although many individual meat cuts
background. Combined U.S. grocery and foodservice and drinking place sales experienced their price peaks last fall, several popular items, including
totaled $149 billion in March, up 15% from March 2021, and a record high  ground beef, bone-in pork chops, and boneless chicken breasts saw all-time
level. March foodservice sales continued to rebound from the January Omicron record high prices in March. U.S. retailers are reporting that despite an
dip and set a new record at $78 billion, and despite warnings from the industry  easing of pandemic conditions, store traffic remains high. One theory is that
that sales will continue to be weak this year (see MOVING AHEAD). On the live  with the average U.S. household now spending U.S. $327 more per month
cattle side, fed cattle prices jumped to well over U.S. $1.40/1b. as packers sought  on the same bill as goods as last year, shoppers have become pickier and
to fill-out aggressive harvest schedules; last week’s 634K head harvest was are evaluating food choices more diligently. And inflation means they are
below the previous week, but considered high given the Good Friday holiday buying less; according to a recent NielsonlQ survey, U.S. grocery sales
for many workers. Feedlots are currently full of cattle - and cow slaughter has  receipts across all food categories grew 6.4% for the 5 weeks ending April
been elevated (see GRAPH below) because of the drought and high offer prices 2, while units sold fell 4.1%. On the dining-out side, BOL data shows
by plants for cows - but the pipeline of feeder cattle will start to slow, and early = restaurant menu price growth slowed in March, but overall, restaurant
2023 feeder cattle futures prices are high compared to current spot levels. To prices - across all types of outlets - are +6.9%, also the largest year-over-
be sure, feeder cattle futures have recently softened because of spiking corn year increase since 1981. Still, according to the National Restaurant
prices, which lessen the profitability of cattle feeding. If corn prices remain  Association (NRA) CoVID uncertainty continues to plague restaurants,
elevated, placements into feedlots will further slow. When added on top of the especially independents, and the NRA predicts total U.S. foodservice sales
cyclical decline in total U.S. cattle herd numbers, analysts see the possibility of a  this year will be about 11% below where they were before the pandemic.
sharp curtailment of fed cattle numbers by late summer and into the fall.
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slaughter up 9% yearoveryear and up 11.7% from 2019 weeks, and statistics are now available for Taiwan, the USA’s 5t largest

a0 U.S. Beef Cow Slaughter Eéigfg?: beef market (by value) but a fading destination for U.S. pork. Jan-March
3 :32?6;39;” 2022 total Taiwan beef imports reached a quarterly record U.S. $377.5
F° A A e million, up 65% YOY. Import volume of just under 35K tons was up 21%.
E o 3 TTrmara Imports of U.S. beef of $240 million (17.8K tons) were +105%. The big Q1
60 o growth comes after imports eased slightly in 2021 imports from the record
w0 — 148.5K ton-volume imported in 2020. In early 2021, buyers in Taiwan
" e seemed caught off guard by rising U.S. beef wholesale prices, especially of

Asian cuts which new mainland China importers were purchasing
aggressively. Then starting mid-last year, Taiwan buyers jumped back in &
purchasing interest has been strong since, despite prices remaining at
Source: USDA/NASS stickily high levels. Among the USA’s top 6 beef markets (Korea, Japan,
Beef Choice Beef Cutout Value: 19/4/2022 - US$269.93 /cwt. (-1% from Canada, Mexico, China, Taiwan), Taiwan ranks #1 in terms of the average
11/4/2022) per-ton value of imports (see graph below). During Q1 this year, the
average per ton cost of U.S. beef reached U.S. $13,535/ton ($6.14/1b.), +37%
YOY. Although there are no exact figures on trade volumes by cut, Taiwan
imports a lower % of lower-priced short plate than Japan or China, and
more short ribs, particularly the boneless specification, which at times is
priced at a premium to tenderloin, generally viewed as the highest priced
U.S. beef muscle cut. Like the mainland, the Taiwan government has
pursued a zero-Covid strategy since the onset of the pandemic. This has
allowed foodservice & banqueting to function somewhat normally over the
last few years, although sporadic outbreaks caused annual total Taiwan
foodservice receipts to drop 6.4% last year, after falling 4.6% in 2020. Buta
jump in the much larger category of retail sales offset the foodservice
decline and helped propel a 12% YOY rise in U.S. chilled beef imports
(volume) - most destined for supermarkets - in Q1 2022, and despite
challenges to shipping supply chains. Taiwan Q1 imports of U.S. pork,
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The U.S. pork cutout value jumped last week on aggressive Mexican buying of
bone-in hams and U.S. supermarket buying of pork loin and rib items. During
the 1st week of April, the U.S. shipped over 14.1K tons of pork to Mexico, the
highest weekly volume in 8 years. The USA’s #1 foreign market has been
purchasing more pork due to rising U.S. turkey prices amid the new HPAI
outbreak. HPAI continues to be found on more farms in #1 turkey producing
state Minnesota and Mexican importers and processors are substituting U.S.
pork for turkey as prices for the latter rise. Mexico purchased over 147,000
tons of U.S. turkey in 2021, making it the largest overseas destination for the
poultry meat. The week’s U.S. swine harvest of 2.347 million head was low as
expected given the holiday shortened week, but 2022 U.S. pork production
through the end of last week is off a significant 6.1%. Average U.S. pork retail
prices remain near historical highs as consumers grapple with overall food

inflation. including variety meats fell nearly 90% to a paltry 155 tons. Importers &
U.S. Pork Retail Values, $/Ib. meat processors continue to avoid U.S. pork due to its association with
$5.00 ractopamine even though most if not of all remaining U.S. exports to Taiwan
$4.80 = orn are from ractopamine free hogs. Total Jan-March Taiwan pork imports of
5460 2015 35.9K tons were a Q1 record, and +111% YOY.
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Jan —Mar 2022 beef cow slaughter was sharply higher as the drought intensified

2021 beef cow slaughter was the highest since 2011, driven by drought and low returns to cow/calf producers, w
slaughter up 9% yearover-year and up 11.7% from 2019
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2019:45.4%
2020:+2.4%
2021:49.0%
2022ytd: +17.6%

U.S. Beef Cow Slaughter

Thousand Head

AT T I B N S Rt S S N T S
o Ko EAY A o A AV oo _\Q\ _&\»\N\\ 'Q'\ 0\‘\,

Source: USDA/NASS

EE RIS WA EIRE FER) : 2022 £ 4 A 19 H -
$269. 93 FEo/ERE (3% 2022 4F 4 A 11 BED 1%

FH > 28 VG BF RN W S5 B AR IR A, D R S5 (LR T W S B AL IR R b
He, FREEEREASUN Bk, £ 4 ARE—F, BEErmEEE
A7 HE 1.41 AR, X2 8 RN mPALE. HRFMNER
TR R TR 36 B KN A% ik, SEEHER B — AN ET Y — B K
WL RN BEE KA ik, 5876 R 0 R R TR IR S
FRACE KX, HHEL S — IS4, BRI IEM, FHFEEETS
LI RIETK. BPUEE 2021 FWE T#T 147,000 MESEE K
X, A HACHR RSO E., SRNENgGEE T — &, EEARLE
WESEEN 234.7 ik, (RRATUN, EEZE AR, 2022 £XEBER
FEERIE T 6.1%. BRI HRE S SN AR REk, EEHRRN
TN A BEIE T S

U.S. Pork Retail Values, $/lb.
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Average per ton value of U.S. beef exports
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