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SUPPLY & DEMAND

Wholesale spot beef prices traded in narrow ranges last week, with the cutout
firming slightly last Friday from the previous Friday’s close. Weekly beef
production dropped 1.8% week on week, but was down a steep 7.6% drop from
the same week in 2022 as the pipeline of slaughter ready cattle slows down and
packers look to preserve margins. Live cattle weights continue to run light
averaging -18 pounds from a year-ago. Live fed cattle prices traded mostly
sideways last week, but prices of some transactions have hit the significant
$1.60/1b. level. On the positive side, cattle are grading higher, with national
averages reaching 9.3% for USDA PRIME and 75% USDA CHOICE during the
week ending January 28. Margins are tight for all operators along the cattle
supply chain. Last year fed cattle were selling for $1.40/1b. compared to the
$1.60 today. On the beef side, processors were receiving an average of $2.76/1b.
last year vs. $2.68 last week. Average estimated feedlot profitability for last
week, based on a steer purchased 150 days ago, was barely in positive territory,
while estimated closeouts are negative - based on current futures values - to
the tune of -$94 /head for steers purchased today for sale 150 days from now.
As the U.S. heads into the earliest days of spring, good moisture in major
pasture areas is incentivizing cow-calf producers to hold back animals for
breeding and herd expansion, which would further exacerbate the tight cattle
pipeline through this year. On the trade side, 2022 exports hit another record
(see TRADE next column), while U.S. beef exports through Feb 2 of this year
were +10% from the pace of Jan 2022.

U.S. Beef & Beef Variety Meat Exports to Asia (‘000 Metric tons)
Chilled & Frozen Beef

Beef Variety Meats

% Change % Change
Destination 2020 2021 2022 2021/2022 2020 2021 2022 2021/2022
Japan 258.9 256.2 254.1 1% 41.5 54.3 42.9 219%
Korea 234.7 271.1 282.1 +4% 8.9 4.7 7.5 +59%
China 36.8 176.1 209.4 * +199 1.6 5.2 i5.2 * +191%
Taiwan 63.7 62.6 64.7 e 0.1 patacd
Hong Kong 70.0 39.0 25.9 7.5 5.7 5.7
Singapore 3.2 3.8 2.4 = = s -
Indonesia 11.0 14.8 14.3 79 12.2 6.8 44%
Malaysia - 0.1 0.2 e . s -
Thailand 1.5 1.3 1.5 i
Philippines 10.2 10.3 18.6 * 0.6 0.5 3.4 545
|Vietnam _ 9.9 6.0 10.4 0.6 0.3} 0.3 +1996
Cambodia 0.6 0.5 1.0+ b s e
New Zealand 0.4 - e . ' e
World Total 939 1100 1141 +49% 223 242 231 -5%

* 2022 Imports largest since 2000
** Less than 100 tons

Beef Choice Beef Cutout Value: 13/2/2023 - US$269.95/cwt. (+1% from
6/2/2023)

Pork St. Louis Spareribs

ACTIVITIES:
Food & Hotel Asia, Singapore: April 25-28, 2023
SIAL, Shanghai: May 18-20, 2023

Source: USDA/AMS, vacuum packed

Hog Carcass Cutout Value: 13/2/2023 -US$81.74/cwt.
6/2/2023)

Firmness in spot interest for bone-in hams, picnics, butts and retail loins helped
support a week-on-week rise in USDA’s reference pork cutout value. Bellies
sagged on lackluster foodservice interest in bacon, while weakness in the rib
complex is presenting export buying opportunities for various rib items (see
GRAPH below). The April lean hog futures contract is sitting near a 13-month
low but market players are sensing a seasonal bottom may be approaching and
the strength last week in some wholesale pork cuts suggest that overall market
fundamentals are improving. Some analysts believe the pipeline of market-
ready hogs is tightening, with last week’s U.S. pork production down 4% week-
on-week. Weekly export data through Feb 2 shows the pace of total U.S. pork
muscle cut exports down approximately 1% from last year’s pace. U.S. pork
exporters are hoping for another banner year for pork exports to #1 export
market Mexico. U.S. shipments to Mexico set a monthly volume record last
December to cap a record-breaking year in which exports increased 10% to
nearly 960,000 tons. Export value to Mexico soared 21% to $2.03 billion,
topping the $2 billion mark for the first time. Through November of last year,
the U.S. accounted for 81% of Mexico’s total pork imports of 1.3 million tons,
but Spain and most recently Brazil have made market inroads. Brazil gained
market access for pork products from foot-and-mouth free Santa Catarina state
last November.

(+<1% from

MOVING AHEAD

In past issues, this bulletin has attempted to explain the evolution of how
cattle are bought & sold in the U.S., noting that mechanisms have grown
increasingly complex. For decades, most live fed cattle sold from feedlots to
packing plants were sold on a liveweight basis (e.g., dollar per pound live
weight). Packers purchased cattle on a group or pen basis rather than
individually & prices were determined through negotiation on the spot
based on the market power of each seller & buyer and the understanding by
each party of the supply & demand forces prevailing at that moment. Today,
purchasing methods vary widely & more than 60% of slaughter cattle are
individually weighed and graded for quality (marbling) and yield
(percentage of retail meat). Feedlots are then compensated based on these
individual cattle attributes. Cattle are generally sold using contracts that are
finalized before the cattle reach marketing weight, and with a price
determined on the day of the contract confirmation or at some later date.
To be sure, there are many more attributes that contribute to an individual
cattle price beyond the quality & yield grades. These include the cattle
weight (too heavy or light cattle are discounted), sex (steer vs. heifer), cattle
age, the volume of cattle available to the buyer, whether the cattle are
‘natural’ (e.g., hormone & beta agonist free), the cattle breed, whether the
cattle meet certain export requirements (e.g. China cattle), whether the
cattle were born outside the U.S. (i.e., in Canada or Mexico), among other
factors. Although USDA publishes dozens of daily market reports on
national cattle & beef reference prices, cattle producers have grown
increasingly concerned about the difficulty of determining the key base
price from which buyers and sellers base their contractual price terms,
especially with 4 companies accounting for 80+% of slaughter & with only a
small percentage of cattle sold on a spot negotiated basis. In short,
producers allege that too few spot transactions mean so-called base
reference prices do not reflect true supply & demand equilibrium values. To
increase cattle market transparency, USDA - as of early January - is
requiring large U.S. meat packers to submit information on every cattle
purchase contract, including volume sold, premium & discount schedules,
financial arrangements and the source of the base price used to determine
the contract terms. Still a pilot program, the aggregated (& anonymized)
contract information is now being published by USDA AMS under its cattle
contract site (https://www.ams.usda.gov/market-news/livestock-poultry-
grain/cattle-contracts-library). Meat packers claim sufficient cattle market
information is already available through USDA’s Livestock Mandatory
Reporting (LMR) system.

TRADE

The U.S. red meat industry has received its final report card for 2022 with
issuance of full year export data. U.S. beef exports set annual records for
both volume and value, while pork exports finished lower year-over-year
but export value was the third largest on record, trailing only the highs
reached in 2020 and 2021. Despite the pace slowing toward the end of the
year, beef exports reached 1.47 million tons, up 2% from the previous high
in 2021. Export value climbed to a record $11.68 billion, up 10% from 2021
and nearly 40% above the previous five-year average. The U.S. exported a
record share of its record-large beef production in 2022, and at higher
prices. Export value to South Korea was $2.7 billion, up 13% and a record
for any single destination, while exports to China/Hong Kong jumped 22%
to $2.55 billion. Other markets in which beef exports achieved annual value
records included Taiwan, the Philippines, Singapore, Colombia,
Guatemala, and the Dominican Republic. Pork exports finished 2022 on
an optimistic note with high December shipments, but for the year, total
volumes totaled 2.67 million tons, down 8.5% from a year ago, while export
value was $7.68 billion - down 5% from the 2021 record. Exports of U.S.
pork variety meats were the second largest on record at more than 530,000
tons, while export value was record-high at $1.27 billion. Export tables for
2022 beef & pork shipments to Asian markets appear below and in column
1.

U.S. Pork & Pork Variety Meat Exports to Asia ('000 Metric tons)
Chilled & Frozen Pork Cuts Pork Variety Meats

% Change % Change
Destination 2020 2021 2022 | 2021/2022 | 2020 2021 2022 | 2021/2022
Japan 349.4| 337.5| 2803 17% 5.5 6.7 o.8 +46%
Korea 144.1] 153.9 162 +5% 3.9 5.6 4.4 23%
China 732.8 393.3| 196.2 0%l 222.4] 2886| 306.7 % +69
Taiwan 17.3 3.3 2:7. 18% 22 1.2 1.2 1%
Hong Kong 17.1 8.9 6.1 31% 19.6 18 0.3 8a%
Singapore 33 24 2 6% 0.1 0.2 [5) -
Indonesia 0.2 0.4 0.4 11% 0 0.4 0
Malaysia 0.4 0.2 0.2 +16% o o | -
Philippines 247 52.8 14.8 72% 118 15.1 15.8[ 5%
Vietnam 21.5 42 2.3 45% 3.4 =1 0.8] 32%
Australia 74.1 53.5 30.6 43% 01| o0.691 = -
New Zealand 10 9.2 2.8 69% = - |
World Total | 2345.8[ 2184.7| 1912.a -12%| a0e.1| 4se.3| a72.7[ +3%

* 2022 Imports largest since 2000
** Less than 100 tons



https://www.ams.usda.gov/market-news/livestock-poultry-grain/cattle-contracts-library
https://www.ams.usda.gov/market-news/livestock-poultry-grain/cattle-contracts-library
http://www.usmef.org.cn/
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U.S. Beef & Beef Variety Meat Exports to Asia (‘000 Metric tons)
Chilled & Frozen Beef Beef Variety Meats
% Change % Change
Destinatiol 2020 2021 2022 2021/2022 2020 2021 2022 2021/2022
Japan 258.9 256.2 254.1 -1% 41.5 54.3 42.9 21%
Korea 234.7 271.1 282.1 +4% 8.9 4.7 7.5 +59%
China 36.8 176.1| 209.4 * +199% 1.6 5.2 15.2 * +1919%
Taiwan 63.7 62.6 64.7 +39 ¥ 0.1 i =
Hong Kong 70.0 39.0 25.9 34%) Z.5 S.7 S:7
|Singapore 3.2 3.8 4.4 +16% bzac R i -
Indonesia 11.0 14.8 14.3 -3% 7.9 12.2 6.8 44%
- 0.1 0.2 +70% = hatas s
a 1.5 1.3 1.5 +8% -
Philippines 10.2 10.3 18.6 * +80% 0.6 0.5 3.4 +645%
Vietnam 9.9 6.0 10.4 +73% 0.6 0.3 0.3 +199
Cambodia 0.6 0.5 10" +107% ko o i
New Zealand 0.4 N Bt
World Total 939 1100 1141 +4%) 223 242 231 -5%]
* 2022 Imports largest since 2000 ‘
** Less than 100 tons
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U.S. Pork & Pork Variety Meat Exports to Asia (‘000 Metric tons)
Chilled & Frozen Pork Cuts Pork Variety Meats

% Change % Change
Destination 2020 2021 2022 | 2021/2022 | 2020 2021 2022 | 2021/2022
Japan 349.4 337.5 280.3 -17% 55 6.7 9.8 +46%
Korea 144.1 153.9 162 +5% 3.9 5.6 4.4 -23%
China 732.8 393.3 196.2 -50% 222.4 288.6| 306.7 * +6%
Taiwan 173 3.3 2.7 -18% 222 1:2 1.2 +1%
Hong Kong 171 8.9 6.1 -31% 19.6 1.8 0.3 -84%
Singapore 33 2.1 2 -6% 0.1 0.2 o] -
Indonesia 0.2 0.4 0.4 -11% 0 0.4 0
Malaysia 0.4 0.2 0.2 +16% pek i s -
Philippines 24.7 52.8 14.8 -72% 11.8 15.1 15.8 +5%
Vietnam 215 4.2 2.3 -45% 3.4 aba 0.8 -32%
Australia 74.1 53.5 30.6 -43% 0.1 0.691 i -
New Zealand 10 9.2 2.8 -69% *E i **I
World Total [ 2345.8] 2184.7] 1912.4 -12% 406.1 459.3 472.7[ +3%

* 2022 Imports largest since 2000
** Less than 100 tons
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