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SUPPLY & DEMAND

Wholesale beef prices closed last Friday slightly lower than a week earlier.
Supermarket buyers are unsure how consumers will spend during the final
summer month of August, with some indicators pointing to demand resilience
despite rising prices, while others predict that households will trim their
consumption of more expensive beef. Despite the concern over more frugal
consumers, bellwether steak cuts including ribs and striploins held their values
through last week, and despite a high weekly slaughter number of 669K head.
Consumer spending stayed high through June. U.S. Census Bureau data for the
month showed that the total dollar value of U.S. grocery sales were the 4t
highest on record after March 2020, December 2021, and May 2022, and were
+9% from June 2021. June restaurant and bar sales were the 27 highest ever
after May 2022, and +14% from last year. Total U.S. H1 2022 foodservice
receipts reached $897 billion, up a significant 22% from last year. The increases
reflect values, and due to inflation, the volume of food & beverages consumed
changed much less, but the big spending numbers reflect strong consumer
demand in the face of inflation concerns. On the production side, drought
continues to be the major factor influencing live cattle markets. Average
national live steer prices last Friday of $1.39/1b. were lower than the previous
week. Drought accelerated sharply in the southern plains in July. Although
some rain brough relief last week, the % of Oklahoma pastures that were
excessively dry doubled from early to mid-July. Reports are that cattle
producers have been destocking at a rapid rate, with one video of a line-up of
cattle trucks at a local auction house going viral last week. The volume of feeder
cattle being moved to Oklahoma auction houses in the past several weeks is up
nearly a quarter over a year ago, with calves being weaned and sent to market
early (see MOVING AHEAD next column).
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Beef Choice Beef Cutout Value: 1/8/2022 - US$270.60/cwt. (+1% from
25/7/2022)

After increasing by 4.5% the previous week, wholesale pork prices rose 5% last
week, reaching $1.24/1b. last Friday. This was 51% higher than the same time
in 2019, and the highest level since August 2021. Low slaughter activity is
contributing to price firmness; weekly slaughter was 2.291 million head, with
the year-to-date volume down 3.7%. Hog slaughter has averaged 2.28 million
head per week in the last 3 weeks, -1.4% the pace of a year ago and a bit lower
than forecasts. This has helped push up prices; the value of bone-in hams hit
U.S. $1.20/1b. last week, up 24% from last year and up 33% from 2019. To be
sure, values of some items such as brisket bones remain attractive (see GRAPH
below). Analysts expect the summer slaughter lull to end soon. Hog marketings
normally increase in the final months of the year, with prices softening. Lean
hog futures are still trading at a discount to cash, an indication of trader
sentiment that the market will ease in the months ahead. That said, as
mentioned above, consumer spending remained strong in June, with travel &
restaurants standing out as 2 categories where consumer spending has been
robust. Pork exports continue to be weak compared to last year, with the
volume of overseas U.S. pork muscle cut shipments through July 21 -22% last
year’s pace.
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ACTIVITIES:

Food & Hotel Asia, Singapore: September 5-8, 2022
Restaurant and Bar, Hong Kong: September 6-8, 20
FHC Shanghai Global Food Trade Show: Nov 8-10, 2022
SIAL, Shanghai: December 7-9, 2022

MOVING AHEAD

The release of USDA’s semi-annual U.S. cattle inventory report on July 29
was highly anticipated by the cattle & beef industry, with the data serving
as a barometer of how fast the U.S. cattle herd is shrinking. The report’s
data confirmed expectations. The total inventory of all cattle and calves on
July 1 was 2% lower than a year earlier, with the 98.8 million level the
lowest since 2015. Total breeding cows and heifers that have calved were
also down 2.0% from last year, which was a slightly gentler drop than what
had been forecast. Beef cows totaled 30.35 million head on July 1, down
2.4% from last year. This was the lowest beef cow inventory since 2015.
Heifers being held back to replace beef cows totaled 4.15 million head,
down 3.5% from last year. This was the lowest inventory of beef cow
replacement heifers since 2012. Finally, the 2022 full year calf crop is
forecast to be 34.6 million head, a 1% drop from last year. USDA’s semi-

annual report includes the number of cattle on feed in all feedlots,

whereas

the monthly cattle on feed report only includes the inventory of cattle on
feed in feedlots with a capacity of over 1,000 head. On July 1, the total
inventory of cattle on feed in all feedlots was 13.4 million head, steady with
last year, and still a large number. A much-watched number at this point is
the supply of cattle outside feedlots awaiting to be placed on feed. This
includes calves under 500 lbs. other steers over 500 lbs., and non-
replacement heifers over 500 lbs. That number totaled 35.7 million head on
July 1, a 2.7% drop from last year and also the lowest since 2015. All in all,
the report indicates that herd liquidation has accelerated in 2022 as the
drought has spread and intensified in cattle country, especially Texas and
Oklahoma. The live cattle supply tightness, which has been delayed by the
liquidation of breeding animals, will intensify in the months ahead and
there is little doubt that U.S. beef production will decrease in the next few

years.

Smaller supplies to still enter feedlots

Supplies of Cattle and Calves Outside of Feedlots* on July 1
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TRADE

Unlike for pork, China’s appetite for imported beef has stayed strong this
year and despite the major lockdowns during Q2. June 2022 beef imports
of 233.7K tons were the 2nd highest volume (after Jan 2021) ever and the
import value of U.S. $1.598 billion was the highest by any one market in
history. China’s Jan-June imports of 1.174 million tons were just 2.2%
above last year’s H1 record pace, but the $7.7 billion value of that tonnage
was up a sizeable 40%, a sign of demand resilience in the face of lockdown
uncertainties. USMEF estimates that China’s combined imports of grain-fed
beef from the U.S., Australia, and Canada expanded by at least 20% YOY
during the first half of 2022, mainly due to a 55% increase in U.S.
shipments. In addition, it is believed that some of the 12K tons (+54% YOY)
of beef Russia shipped to China during H1 was grain fed. The grain fed
market, though growing, still represents just 10-12% of China’s imports.
China’s large beef imports come as global beef supplies remain tight;
according to new USDA estimates, global beef production (excluding China)
this year will still be 6% under the level of pre-pandemic 2019 (see GRAPH

below).
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U.S. Pork Brisket Bones
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Smaller supplies to still enter feedlots
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Supplies of Cattle and Calves Outside of Feedlots* on July 1
2021:36.7 mil head, -0.3%
2022:35.7 mil head, -2.7%
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