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SUPPLY & DEMAND The 5t largest U.S. beef processor, American Foods Group, will soon

commence groundbreaking on a new U.S. $450 million 2,400 head-per-day

Wholesale U.S. beef prices traded largely steady week-on-week as summer beef processing facility in the state of Missouri. Once operational, the plant
demand remained firm and more signs emerged of tightening live cattle will become AFG’s 5th beef processing plant. When combined with its other
supplies. Retailers are trying to gauge how beef demand will play out this fallas  plants in Wisconsin, Nebraska, Minnesota, and South Dakota, AFG will have
inflation concerns continue to influence consumer buying behavior. The a combined daily harvest capacity of 9,000 head per day. Missouri has the
uncertainty is creating more hand-to-mouth ordering from institutional buyers, nation’s 34 largest cow herd behind Texas and Oklahoma, and it is believed
but there is more optimism at the macro level that inflation is slowly coming that the new facility will mainly process cows, bulls and fed Holstein steers.
under control and that any recession may not be deep. Consumer spending on
travel & restaurant visits has been sizzling, with gasoline prices down 20% MOVING AHEAD
since mid-June. There were media reports last week of strong beef sales at 2 The USDA has just released its 18 weekly crop progress report. At just
large family style steakhouse chains, Longhorn Steakhouse (559 outlets) and about midway through the corn & soybean growing season - and despite
Texas Roadhouse (approx. 600 outlets), a sign that mainstream demand is hot July weather - both the corn and soybean crops are progressing well.
robust. Moreover, news of financial challenges for a once-adored large Agricultural analysts & investors have focused on this year’s U.S. crops due
alternative meat company provided confirmation that consumer loyalty to beef to the conflict in Eastern Europe, global food inflation, and high summer
is thriving. Live cattle prices firmed last week as data shows the number of temperatures throughout much of the Northern Hemisphere. Good crop
cattle on feed dropping as well as the number of cattle outside of feedlots. The conditions and last week’s agreement on the resumption of grain shipments
latter number, which on July 1 was a million head lower than a year ago, isa out of Ukraine have put downward pressure on grain prices, with the prices
clear indication that the reservoir of animals that will enter feedlots later is of both corns and soybeans now near their start-of-year levels. Although
dropping. That said, heifers, potentially the future breeding herd, are entering weather risks remain with corn and soybean harvests months away, the
feedlots in elevated numbers as drought conditions continue to stress cow-calf drop in grain prices is good news for U.S. cattle & hog producers. Corn, soy
operations. A rare tropical storm brought rain to some of the driest parts of the & other grain and feed inputs can represent 45-50% of the total costs of
SW U.S. last week, but much of Texas & the SW region remains in severe production of a typical U.S. market hog, and 38% of a fed steer or heifer,
drought (see MAP below). As overall cattle supplies contract, the number of although these numbers can vary considerably. Feeder cattle prices are
cows coming to slaughter should start to fall in the months ahead, creating even  generally more sensitive to grain price movements than fed cattle. On the
more demand by processors for fed cattle. Last week’s cattle harvest totaled hog side, for over 100 years and until the increase of more vertically
651,000 head last week, down from the previous week. Analysts will be closely  integrated production, farmers who grew both corn & hogs viewed the
watching fed cattle weights this fall for any indication of a lightening trend due latter as an alternative strategy for marketing their corn; if corn prices were
to cattle being pulled forward. Beef export demand remains robust with the U.S.  low the farmers would feed hogs rather than market the grain. Looking at
exporting over U.S. $1 billion in every month except Feb during H1 2022. higher up the food chain, commodities such as corn generally contribute

; only about 15% of retail food costs. A 2013 quick analysis by a Purdue
economist estimated that corn represented 10.3% of the retail price of beef
and 12.8% of the price of pork at that time.

Corn and soybean futures surged after starbf Eastern Europe conflict + expectations of lower
South American soybean production, but futurekave adjusted and are now trading below price
levels seen earlier this year

Farmer Price Received for Corn and Soybeans
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Beef Choice Beef Cutout Value: 9/8/2022 - US$264.73 /cwt. (-2% from ~Cern Soybeans

1/8/2022)

The pork cutout noticeably softened last week on resistance to high wholesale
price growth in the previous weeks, summer seasonal demand weakness and
high frozen inventories. Prices of bone-in hams turned downward last week Asia’s beef import bill has grown at a compound annual growth rate of
after a sharp multi-week uptick, while spot butt values dropped nearly 17% 12.5% over the last 10 years, with Jan-June 2022 record expenditures
week on week. Sparerib prices also fell. The supply of all pork in cold storages growing 25% over those of 2021. The new H1 figures demonstrate the
at the end of June was 22.4% higher than a year ago, with pork belly inventory  durability of beef import demand during the pandemic, despite lockdowns
up 46.2%. Inventories of frozen bone-in hams are just 7% higher than year-ago & other social distancing measures that crimped foodservice receipts
levels, with values jumping from the U.S. $0.60/Ib. range at the beginning of the  throughout much of the region this year. At the onset of the pandemic,
year to last week’s $1.17/lb. There was a slight rise in last week’s U.S. hog global beef exporters, including the U.S., had predicted a slowdown in
slaughter, with the 2.34 million head processed exceeding the average 2.27 imports, but a surge in retail e-commerce, restaurant takeaway, new home
million head pace of the previous 3 weeks. Still, this is the time of year when meal replacement options at supermarkets all resulted in an offset in the
pork supplies hit their annual lows, due both to a smaller hog pipeline and the volumes lost at foodservice by retail. Imported volumes over the 10-year
adverse impact on performance of hot weather. Within a few weeks, the weekly  period grew slower than value (see blue line in GRAPH below), a testimony
pace of harvest will pick up, with a likely negative impact on pork values; of the growth in consumer spending power in the region.

currently October lean hog futures are trading at a 19% discount to the August
contract. The 21 highest level of weekly pork export orders to China this year
were reported during the week ending July 28, but the newly released H1 2022

Source: USDA/NASS and CME closing futures on August 5, 2022

TRADE

Asia’s beef import bill & major suppliers
(Jan-Jun; U.S.$ billions)

U.S. red meat monthly export data showed total U.S. pork exports (including 5" Metrie o

variety meats) of 1.286 million tons to all destinations was -18% off last year’s  , Others Argentin uss1a1b

pace. The tonnage is still the 3 largest ever for the Jan-June period. i =Australia “prezil 2,000,000
m=us. ~—Total beef volume

Hog Carcass Cutout Value: 9/8/2022-US$123.85/cwt. (-3% from 1,500,000

1,000,000

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

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

* China + Japan + Korea + Taiwan + Hong Kong; includes v-meats
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Corn and soybean futures surged after starbf Eastern Europe conflict + expectations of lower
South American soybean production, but futurebave adjusted and are now trading below price
levels seen earlier this year
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Asia’s beef import bill & major suppliers
(Jan-Jun; U.S.$ billions)
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* China + Japan + Korea + Taiwan + Hong Kong; includes v-meats
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