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Editor’s Note: The next edition of U.S. Meat Bulletin will be published
January 10, 2023. We wish all our readers and their families a warm
holiday season and a safe, prosperous, and happy new year.

SUPPLY & DEMAND

After drifting lower the last 5 weeks, the USDA CHOICE beef cutout value
strengthened through last week. Last minute pre-holiday spot buyers helped
push up prices for almost all cuts, with the biggest movement in short plates &
briskets. Although the rib complex weakened slightly, values of PRIME ribeyes
remain at elevated levels (see GRAPH below). Buyers are also buying beef
forward for next year in anticipation of higher costs & lower supplies. Also
supporting last week’s market was the light slaughter volume of 629K head, the
slowest this year since January for a non-holiday period. Packers are
experiencing negative processing margins, which are reducing the incentive for
high slaughter activity. The supply pipeline of slaughter cows is also dwindling.
Another major storm is forecast for central cattle country this coming week,
which will slow cattle movement to plants and should lend further support to
live fed cattle prices. Average live fed cattle values as of yesterday Dec 20 of just
under U.S. $1.56/1b. are steady with last week. This Friday, USDA will release its
latest cattle on feed report, and it is expected to show the lowest Dec 1 cattle-
on-feed numbers in 5 years. That said, marketings have remained high on good
beef demand and the last vestiges of a flush pipeline of both fed cattle & cows.
Year to date estimated U.S. beef production as of last week was up 1.2% YOY
with slaughter up 1.3%. Exports remain strong, with the annual volume of total
muscle cut exports through Dec. 8 +2% from last year’s record pace. China
buying remains uncertain given harsh conditions for foodservice operators
under the current wave of CoVID, but the outlook is brighter under the new
virus optimization measures (see TRADE next column.)
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Last week, the USDA pork cutout moved sideways on spotty last minute pre-
holiday institutional demand, and a sharp downturn in China hog futures as
media reports surfaced of higher CoVID cases. U.S. hog futures rallied last
Friday after hitting a 2-month low on Thursday, but market sentiment
continues to be mixed. The lack of market direction comes as U.S. pork
production continues to run below the pace of 2021; through early December,
U.S. pork production was down 2.1% YOY on tighter hog supplies, and for just
the last 4 weeks, pork output was down 2.5% from the same period last year.
Hog carcass weights though remain high and continue on a historical growth
trend (see GRAPH below). Despite the negative news from China, the
international outlook looks brighter for 2023 and the U.S. exported the largest
weekly volume of pork this year during the Dec 2-8 period (see TRADE). The
market will look for more direction at the end of this week when the USDA will
publish its Quarterly Hogs and Pigs report. Analysts expect the data to show a
tightening of the hog herd. USDA'’s latest forecasts estimate total 2022 U.S. pork
production at 12.27 million tons (-2.2%), with 2023 output to recover & reach
12.4 million tons.

Historical Increase in Carcass Weights
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ACTIVITIES:
Food & Hotel Asia, Singapore: April 25-28, 2023
SIAL, Shanghai: May 18-20, 2023

12/20/2022 -US$83.46/cwt. (-4% from

MARKET MAKERS

Retail club store operator COSTCO will add 9 new stores in overseas
locations next year, adding to its current total store count of 847. The
Washington state-based operator claims it will add 2 outlets in China next
year, doubling its footprint there. COSTCO operates 31 outlets in Japan, 18
in Korea, & 14 in Taiwan. COSTCO runs 730 outlets in the USA, Canada &
Mexico. Several of COSTCO’s Asian outlets stand as the largest single outlet
sellers of U.S. chilled beef in their respective markets.

MOVING AHEAD

U.S. government nutritional guidelines help shape demand for meat & other
foodstuffs as they influence consumer perceptions of what constitutes
healthy eating. U.S. government dietary guidance has undergone a major
transformation since USDA introduced its Food Pyramid (FP) in 1992. The
FP recommended - to all Americans - the optimal number of servings to be
eaten each day from each of the basic food groups, such as fruits,
vegetables, meats seafood, grains, dairy products, & and sweets. The FP
was re-tooled in 2011 into the MyPlate concept as nutritionists began to
recognize the unique nutritional needs of each individual. FP was a set of
guidelines on the number of servings to be consumed from each food group,
while MP advised Americans to balance their diets among food groups &
according to needs that vary according to an individual’s own age, health
and other factors. Now, the USDA, in collaboration with the USA’s National
Institute of Health (NIH), has embarked on a new effort to utilize precision
nutrition to improve the wellbeing and livelihoods of all Americans.
Recognizing that 30-50% of all cancer cases are preventable by following a
healthy diet and lifestyle, USDA and the NIH aim to provide tools whereby
unique personalized diet strategies can be developed based on the physical
& behavioral attributes of each individual. Specifically, precision nutrition
evaluates one’s DNA, gut biome, and metabolic response to specific foods or
diets to discover the optimal eating plan for preventing disease and
improving overall health. According to USDA, developing software for such
customized solutions will involve advances in dietary research and the
availability of data on a wide range of foodstuffs, food availability, and gaps
in consumer nutritional knowledge. To this end, USDA announced in early
December the establishment of the web-based Agricultural Science Center
of Excellence for Nutrition and Diet for Better Health (ASCEND), an online
center where researchers, policy makers, and community leaders can open-
source a vast array of information on nutrition and nutritional programs
throughout the U.S. Meat packing members of the North American Meat
Institute (NAMI) have committed to help eliminate “protein gaps” in the
USA, situations where individuals are unable to access affordable meat &
poultry.

TRADE

U.S. & other global beef exporters are analyzing the implications of China’s
recent loosening of dynamic CoVID zero policies. A general consensus is
that beef import demand will rebound, but perhaps with short term hiccups
related to a rise in infections and the impact on foodservice operators as
consumers avoid socializing. In other countries with major CoVID
outbreaks, including the U.S., Japan, Korea and Taiwan, foodservice traffic
dropped sharply while retail sales - including that of meat - surged,
especially online purchases. Although a recovery is forecast for next year,
and the government has pledged new supportive stimulus in 2023,
uncertainty surrounds how long the current epidemic wave will last.
Chinese CDC experts predicted last week that there will be 3 CoVID waves
this winter; the one currently underway, a 2nd wave during the Spring
Festival holiday, and a 31 when workers return to their homes in late
February. In China’s Asian neighbors, the main epidemic curves exhibited a
quick peaking in cases followed by a rapid decline, with the cycle lasting
several months. On the bright side, once that period subsided, consumer
confidence returned, especially with large numbers of the population
immune. Following a 2-day Central Economic Work Conference last week,
China hinted it would stimulate consumption in 2023. Other policy
measures could help boost meat product movement & demand, including
the relaxation of CoVID testing & disinfection requirements of meat &
poultry imports. There are already media reports of some relaxation of
those rules at the local level. China’s Jan-November total beef imports of
just under 2.5 million tons (+15% YOY) were record large, with November
arrivals equaling 250K tons, a high volume but off the surge months of July
& August. On the pork side, domestic pork prices have weakened since new
CoVID optimization policies were announced, but a rebound in demand
should also be supportive of the market in the longer run. Jan-November
total pork imports totaled 2.483 million tons, a 45% drop from last year’s
pace. Overall, China’s new CoVID optimization strategies should benefit
meat markets, albeit with an interim bumpy period.
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