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SUPPLY & DEMAND MOVING AHEAD

Wholesale beef trading was a bit unsteady last week, with higher-grading ribs USMEF often receives questions about the breed composition of the U.S.
and loins enjoying reasonably good demand while brisket, plate and flank beef cattle herd. U.S. cattle raising is geographically diverse, with operations
prices drifted lower. Primal values for all USDA SELECT items dropped as the located across a range of climates & environmental conditions. These
gap between the USDA CHOICE and USDA SELECT cutout value widened to the influence cattle production systems, animal phenotypes, and feeding inputs
highest level since last September. Although the recent percentage of beef & regimes. The USA beef cattle herd consists of more than 80 breeds and
grading USDA CHOICE and higher is running about -1% from a year ago, fed crosses thereof, but there is no census of breed type. Most fed slaughter
steer and heifer slaughter has ramped up since early August, resulting in cattle are crossbreds, with a 2018 report estimating that 60+% had some
overall larger fed beef supplies, and downward pressure on prices. USDA Angus influence at that time. That percentage is likely higher now.
SELECT output is up 16% YOY for the roughly 10-week period since early According to a 2016 report, breed associations with the greatest number of
August. USDA is forecasting total quarterly U.S. beef production - starting this registrations were Angus, Hereford, Simmental, Red Angus, Charolais,
Q4 - will start to consistently drop below year-ago levels, with the largest YOY  Gelbvieh, Brangus, Limousin, Beefmaster, Shorthorn, and Brahman. In
contraction to take place in Q3 2023 (see GRAPH below). Total 2023 output is  addition to these beef-specific breeds, dairy breeds, especially Holsteins &
expected to be a significant -6.3% from that of this year. Last week’s cattle Holstein crosses, account for as much as 10% of the U.S. fed beef supply. In
harvest of 660K head was still large, but the steady uptick in live cattle prices - late 2019, BEEF magazine surveyed a range of small to large cow-calf
with fed cattle rising another $1+/lb. through last week - is testimony to a operators nationwide on the genetic composition of their breeding cow
tightening cattle supply pipeline. Slaughter levels over the past 2 months have herds. The survey revealed 72% of operators described their cow herds as
been higher than the corresponding week a year earlier, but analysts believe consisting of either straight or high-percentage British (55%) or mostly
the level of current activity will be hard to sustain moving forward as fed cattle  British crossbred (17%) breeding animals. Of those replying that their

numbers decline and beef processing margins narrow. herds were straight or high-percentage British, the predominant breeds
USDA expects beef production to drop below year -ago levels 2018: 12.19 MMT, +2.6% were Angus [73%). Red Angus (15%) or Hereford [9%) Another 10% of
starting in Q4 2022 T respondents described their herds as having a high percentage of British
- e e breeds crossed with Continental varieties. Herds in this group include
. ", v s M 20296: 1196 MMT, -65% breeds such as Simmental-Angus crosses (62%) or Balancers (26%;
. Balancers are a hybrid of Gelbvieh and Angus). Of the 5% of operators that
5., '§$§ describe their herds as straight or high-percentage Continental breeding,
' w2020 the composition of breeds was Simmentals (40%), Limousins (26%),
£28 e Charolais (11%) or Gelbviehs (11%). The survey respondents were also
24 = 2003 asked their respective preference for bull selection. The breakdown in
22 replies were Angus (55%), Hereford (16%) or Red Angus (13%). Simmental
20

came in at 9%, followed by Simmental-Angus (8%), Balancer (5%),
Charolais (4%) and Brangus (4%). Demand for American Wagyu is also
growing, with the size of the U.S. herd estimated at 30-40,000 head.
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Source: USDA/WASDE October 2022, carcass weight equivalent, commercial production
Beef Choice Beef Cutout Value: 17/10/2022 - US$248.14 /cwt. (+1% from
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Inbound and outbound U.S. merchandise trade supply chains have been
severely challenged over the past several years by the pandemic and other
unprecedented events. Analysts talk about supply chain problems evolving
from the simple “known knowns” problems of the past like delayed ships or
trucks to the “unknowables”; e.g., black swan occurrences such as the
Ukraine conflict and the March 2021 Suez Canal blockage. But despite
disruptions of historical proportions, the total volumes of U.S. meat &
poultry (M&P) exports over the 2020-21 Sept-August years have been the 2
highest on record. But one meat trade category that has clearly suffered
from supply chain bottlenecks is ocean-shipped chilled meat (note: chilled
product accounts for 45% of total U.S. beef & pork muscle cut exports).
Approximately 62% of total chilled red meat exports are trucked to
neighbors Canada & Mexico, while Japan, Korea, Taiwan and increasingly
China, account for a large portion of the balance. Through August of this
year, the pace of chilled beef & pork exports to non-North America
destinations, mainly North Asian markets, were off 11.4% & 11.8% YOY
respectively. Chilled shipments dropped to every Asian market, except
China, where strong retail demand has resulted in a 36% YOY increase in

Wholesale pork prices closed last Friday mostly steady to firm on the previous
week’s levels. Export orders for bone-in hams was seen as brisk while spot
belly values jumped on good foodservice bacon demand. On the domestic front,
seasonal demand for boneless holiday hams is helping to put a floor under the
pork complex. A recent Harris poll about the holiday intentions of Americans
concluded that this year would see larger gatherings at Thanksgiving &
Christmas, with over one-half of respondents stating that they have no plan to
cut back on their Thanksgiving food spending despite inflation. Bone-in ham
reference values are at their highest level since May, and at their 2" highest
ever for this time of year. Data from Urner Barry, whom have been tracking
monthly average bone-in ham prices for almost 40 years, shows that current
prices are close to 50% higher than the most recent 37-year average, and
+120% from last year. U.S. turkey supplies are severely limited and Mexican
buyers & processors have been turning to U.S. hams as a raw ingredient
substitute for the scarce poultry item. Lean hog futures contracts have
rebounded somewhat after falling to near contract lows in late September due
to more optimism in the cash hog and wholesale pork markets. USDA has
slightly lowered its 2022 U.S. pork production forecast, with production now . A
expected to total 12.31 million mt, -1.9% YOY, and below 2019 - 2021 levels, U->- beef exports there to 13.2 thousand tons. Chilled meats can arrive in
USDA has also slightly lowered its 2023 pork production forecast from last Mexican & Canadian consumption areas within several days of departing

month’s estimate to 12.4 million tons after the release of the September Hogs Mi(%west OFSouthern U.S._plants. W_ith the ocean journey to Asian ma.rkets
. . . taking 20-30 days, and with shelf lives of 60-90 days for beef and slightly

and Pigs report which showed lower expected farrowings. . . A
more than half that for pork, delays in trucking and shipping can translate

into quality and customer freshness issues for Asia-bound shipments.

Annual U.S. Pork Production
2018: +2.9% 11.94 MMT

13,000,000 - 2019: +5.0% 12.54 MMT Because of the high U.S. demand for Chinese-made consumer goods during
z 2020: +2.4% 12.84 MMT . . . e . .
S 12000000 | 2021:-2.2% 1255 MMT | the pandemic, container availability & shipping schedules for outbound
I 00000 m,;wmuumw | shipments to China have been generally more reliable than to other Asian

10,000,000 destinations. USMEF expects Asian demand for chilled U.S. beef & pork to

remain strong, and for supply chain disruptions to ease.

9,000,000

8,000,000 I I | U.S. chilled beef exports

7,000,000 J an—August; metric tons; excludes Mexico)

2004 2005 2006 2007 2008 2009 2010 2011 2042 2013 2014 2005 216 2007 2018 2019 2020 021 2022F I

Metric tons
120,000

Source: USDA/MNASS & WASDE es e rooee - 86,596
Hog Carcass Cutout Value: 17/10/2022 -US$103.5/cwt. (+2% from - o=
7/10/2022) - pos ss201

ACTIVITIES: I I I II I eEE W

Korea Canada Taiwan China Others
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USDA expects beef production to drop below year -ago levels
starting in Q4 2022

2018: 12.19 MMT, +2.6%
2019: 12.32 MMT, +1.0%
2020z 12.33 MMT, +0.13%
2021: 12,68 MMT, +2.8%
3.4 2022F: 12.76 MIMT, +0.7%
2023F: 11.96 MMT, _6.3%
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Annual U.5. Pork Production
2018: +2.9% 11.94 MMT
2019: 45.0% 12.54 MMT |
2020: +2.4% 12.84 MMT
2021: -2.2% 12.55 MMT
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