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SUPPLY & DEMAND

MOVING AHEAD

Rabobank cites demand uncertainty and high production costs as factors
Wholesale beef prices increased last week, with the USDA CHOICE cutout value  challenging the global pork industry in its latest quarterly world pork
settling +1% last Friday week-on-week. Chucks led other primals in terms of market assessment. Among producers, Europe will see the largest supply
weekly value increases. Last week’s rise follows a surge in prices of chuck rolls.  adjustments this year, with total EU + UK pork output forecast to drop
(see GRAPH below). The values of other shoulder cuts have gained also, 4-5%. The biggest declines will be registered by Poland, the UK, Germany,
including top blade muscles and shoulder clods. Wholesale beef prices may be and Denmark. Rabo calculates than Jan-July EU production was down
benefiting from expensive holiday turkey prices, although pork prices are 4.6%, but forecasts that the current contraction trend will slow next year.
moving in the opposite direction. But despite inflation, demand for higher U.S. & Canadian 2022 pork production will end up lower than last year’s but
graded beef remains strong, including at retail where buyers continue to show  will rebound in 2023 (see GRAPH below). Brazilian output is also forecast
a willingness to pay for higher quality product. Wholesale beef prices may also  to increase on improved export prospects and domestic production
be getting support from institutional buyers, who are aware of looming tighter margins. The global pork demand outlook remains uncertain according to
cattle supplies ahead. Average fed steer prices inched up again last week to the  Rabo, with higher energy bills and inflation forcing consumers to search for
U.S. $1.51/Ib. range liveweight basis. Rain has provided some benefits to more bargains in the protein space. The largest uncertainty remains China.
parched southwest U.S. cattle grazing regions, but it remains unclear how much  Official production numbers state that Chinese pork production during Q1-
vegetation growth will occur before winter sets in and how this may influence Q3 rose 6% YOY, while prices have risen 62% since Jan 1. This would
the cattle pipeline into next spring. New beef export orders during the week of normally suggest strong demand, but Jan-Sept. imports are -50% YOY.
October 14 were on the weak side, with lower buying interest from Japan, Moreover, foodservice performance has been challenged by lockdowns.

Korea and Mexico. However, there is no question that demand will rebound with any
. relaxation in lockdown policies, according to the bank. Rabo sees 2023 pork
Choice Chuck Roll 1x1 output in China steady with that of this year. With China accounting for

approximately 25% of the global pork trade during the 1st half of 2022, it
remains the wild card among all markets.
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Beef Choice Beef Cutout Value: 7/11/2022 - US$264.55/cwt. (+<1% from ! o o
31/10/2022)

The pork cutout ended lower last Friday, recording its 2m consecutive week- TRADE
on-week downward move. The cutout’s close of $0.97/1b. was up 1% from last
year and up 21% from 2019 but the lowest since this February. Export and
domestic wholesale demand was weak as pre-Thanksgiving institutional
buying has largely been completed. The weakness in the pork market comes as
consumers face elevated turkey and egg prices this holiday season; average
shell egg prices hit an all-time high last week amid low inventories. Last week’s
hog slaughter totaled 2.577 million head, slightly elevated from that of previous
weeks & likely a contributor to the overall lackluster sentiment in the pork
market. All primal pork cut values moved lower. The closely watched reference
heavy bone-in ham value continued to fluctuate in a wide range last week,
while boneless rollout ham values were the highest since last November.
Although market sentiment is weak, the outlook for consumer pork prices is | . i :
still bullish. USDA has just revised its 2022 price inflation forecast for pork at lmports (_)f poultry from Thailand were alsf’ record_ high during Ql_'Q3’
grocery stores from the 8.0% - 9.0% estimate it made in September to between contributing to a record pace O_f total poultry 1mp0rtz.1tlor.1. As of last Frld.ay,
8.5% - 9.5% in October (see GRAPH below). U.S. pork muscle cut exports during '.che Yen had fallen 29% from its Jan 1 level, resulting in wholesa.le price
the week ending October 20 were the highest since June, with large shipments Increases of imported food & energy., But t.o daFe, consumer lnﬂathn
recorded to Mexico and Korea. New sales were weak however, with negative remains somewh.at mut.ed, with Japan’s _YOY inflation rate hitting 3_'% n
net sales to Japan and Australia. China’s live hog prices eased for a 21 straight September, the hlghest in 8 years, but still below GDP growth rates in t_he
week, and China announced last Saturday that its CoVID zero policies would U_'S' & Europe..Loglc W(_’uld suggest ]apanes'e consumers face more price
continue for the foreseeable future amid high new case numbers in several hikes ah'ead, with an estlmatgd 62% of]apan.s caloric intake af:counted for
provinces. by food imports; the country imports 64% of its beef consumption and 52%
of pork, according to USDA estimates for 2022. Japan’s food inflation stood
U.S. Food Price Inflation at 4.2% YOY in September, a slight dip from the 4.7% rate recorded in
August but both rates are at 31-year highs. On the meat side, government
survey data shows that overall meat spending for home consumption had
been on a decline from last fall through the summer but was now increasing
with rising prices. Purchase volumes though are dropping. Japan’s YOY
foodservice sales have rebounded by double digits and should get a further
boost from the ending of all international visitor restrictions on October 11.

Despite a weak yen, a declining population & CoVID restrictions, the volume
of Japan’s total meat & poultry imports for the 1st 9 months of 2022 was
record large at 2.35 million tons. This was only marginally larger than the
tonnage imported during the same period in 2019, but the U.S. dollar value
of this year’s purchases were +6% from the previous record import bill for
this period also set in 2019. Total Jan-Sept beef imports totaled 501K tons
(-1%), pork 914K tons (+9%), and poultry 834K tons (+6%). The jump in
Japan’s meat trade volumes was mainly fueled by a sharp 81% (+68K tons)
YOY expansion of imports of Spanish pork. Spanish and EU pork prices
have dropped significantly this year due to a 1+ million-ton decline in
European pork exports to China during the Jan-August period. Japan’s
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ACTIVITIES:
FHC Shanghai Global Food Trade Show: Nov 20-22, 2022
SIAL, Shanghai: December 7-9, 2022

Source: TDM, excludes variety meats
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