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SUPPLY & DEMAND MARKET MAKERS

Wholesale prices of almost all beef cuts fell last week as slaughter activity Resilient August inflation figures rattled financial markets last week,
ramped up following the previous holiday-shortened Labor Day weekend. The causing economists to scrutinize the data for any new signs of wholesale
week’s harvest of 667K head was aggressive, and the extra product placed on  shifts in consumer behavior. U.S. stock markets were in a selling mode as
the market allowed buyers room to negotiate values downward. Last week’s August data revealed that overall consumer prices rose 8.3% during the
stock market swoon following the release of surprisingly resilient inflation —month, only a slight improvement over July’s 8.5% increase. The slight
numbers for August will be a negative to beef demand, and there are more moderation was less than expected with rent costs, restaurant meals and
anecdotal reports of consumers tightening their belts, including for food medical care costs rising more than anticipated during the month. The
spending (see MOVING AHEAD next column). That said, prices of competitive =~ weakness in equity markets reflected growing consensus that the U.S.
proteins remain high, and values for USDA PRIME product during August Federal Reserve would continue to raise interest rates aggressively, hitting
averaged near the lofty levels of this January. Part of PRIME’s premiums can be  overall business & consumer sentiment. But the August U.S. data also
attributed to an estimated 9% year-to-date decline in PRIME supplies, but showed that during the month, consumer confidence remained strong,
August full-service restaurant activity in the U.S. was also vigorous. U.S. beef evidenced in part by YOY growth in same-store restaurant sales growth of
exports through July were on a record pace in both volume and value terms, but ~ 5.3%, the highest since March. August’s upturn in total restaurant receipts
last week there was some concern over demand from Japan, where the ¥ has  was widespread throughout the industry, with the biggest growth in sales
fallen below the psychological ¥140 = $1 barrier and frozen imported beef occurring in the full-service restaurant segments, with fine dining growing
stocks are high. Wholesale prices of imported grain & grass-fed beef are also more than upscale casual and casual dining. To be sure, the number of
falling in China, with the most recent USDA weekly sales data showing net guests visiting restaurants continues to be down YOY, and economists are
negative new sales during the week ending September 8. Live fed cattle prices concerned that rising prices could see consumer resilience slip in the
held steady last week in the U.S. $1.42 - $1.44/1b. (liveweight). Although some months ahead. At retail stores, including supermarkets, total national retail
cattle areas in the South and Southwest have received moisture over the last sales in August increased marginally, with more signs appearing that
month, analysts predict that this week’s cattle on feed report will show drought consumers are starting to pull back on ‘frill’ spending. According to a recent
pushed many more cattle than earlier forecast - especially lighter weight calves  study by Reach 3 Insights, more consumers are now cutting back on
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The pork cutout firmed last week, as bone-in ham values continued to rebound TRADE
after weakening throughout much of August. Back to school demand for cold
cuts is supporting ham values, while exports to #1 market Mexico remain
steady; unlike Asian currencies, the value of the Mexican peso has remained
anchored to the dollar. In addition, Mexican live hog prices - in peso terms - are
at record high levels, incentivizing processors to utilize more imports. The CME
lean hog index dropped last week to hit a seven-month low, but the deep
discount the October lean hog futures contract was showing to cash prices has
narrowed, suggesting the cash market may soon bottom. To be sure, pork
primal values have weakened considerably since their summer highs. Butts &
bellies are both -40% from their July peaks. With current forecasts calling for a
-1.6% YOY drop in Q4 pork output, and beef & poultry supplies also tight
relative to last year, pork values may hold even as seasonal slaughter levels
ramp up. Eyes are also focused on international markets & especially China,
where domestic hog values have increased (see TRADE next column). USDA has
resumed publishing its weekly export data after a 4-week technical glitch-
induced stoppage. The data showed a slight uptick in activity to China, with
outstanding sales to China hitting a near term high point (see TRADE next
column.) Monthly export data for July has been released and it demonstrated
the importance of the Mexican market. With all other major market buying
activity down YOY, the 61K tons exported to Mexico was 6.3% higher than July
2021, while value was up 19%. Jan-July exports were 21% higher than in 2021
with the market accounting for 39% of all exports.

Despite a large 53% (-1.76 million tons) YOY fall in Jan-July pork imports by
#1 market China, hog carcass prices by major producers and exporters are
higher than a year ago. Carcass values in late August were higher YOY in
Mexico (+14%), Chile (+29%), the EU (+18%), Canada (+10%), Brazil
(+6%), and the U.S. (+1%) and higher than most recent 5-year averages. To
be sure, mid-year trade data shows that average per-ton pork muscle cut
export prices (for all destinations) were lower for the major exporters to
China including the EU (-7%), Canada (-3%), and Brazil (-1%), with U.S.
export values similar to year-ago levels. One factor contributing to firm
global hog carcass values despite a potential 3+ million-ton decline in the
world pork trade this year is a forecasted drop in world pork output outside
of China. USDA estimates that global pork production - excluding China -
will fall from 60.15 million tons in 2021 to 58.94 million tons this year, a
2% decline. Hog prices of major non-China producers & exporters during
2020 & 2021 - the years of outsized Chinese pork imports - stayed
relatively stable, likely due to production increases in Brazil, the U.S. & the
EU during the 2019 to 2021 period. There are renewed signs of optimism
for China’s seasonal fall/winter 2022-23 pork imports, including the
highest average live hog prices of the year (now +44% from Jan 1, 2022
levels), PRC government announcements of pork reserve releases, and data
showing an uptick in trade. Brazilian pork exports to China in August of 49K
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USDA forecasting Chinese pork production will increase 2% in 2023 after a
7% increase this year.
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Hog Carcass Cutout Value: 19/9/2022 -US$105.88/cwt. (+4% from
2/9/2022)

ACTIVITIES:
FHC Shanghai Global Food Trade Show: Nov 8-10, 2022
SIAL, Shanghai: December 7-9, 2022
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