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SUPPLY & DEMAND

Wholesale spot beef prices rose last week, led by firm upward movement in rib
& plate values. Ribs have been counter-seasonally supported by both strong
retail & foodservice interest while there has been renewed export demand for
plates. Bullish sentiment now characterizes the entire cattle & beef complex. On
the beef side, consumer spending continues to be strong, with U.S. census data
showing that December 2022 combined national retail & foodservice sales
(including that of bars) were record large and +15% YOY. To be sure, much of
the increase can be attributed to inflation, but there is data indicating that beef
volumes sold at retail are now higher than pre-pandemic levels. On the export
side, USDA weekly data showed a surge in new foreign buying during the week
of Feb 3, with the largest weekly sales booked for China since last November.
On the cattle side, live fed cattle prices are consistently exceeding the U.S.
$1.60/1b. level, & the noticeable tightening of the cattle pipeline is evident along
all stages of the supply chain. Year-to-date U.S. beef production is down 3.7%
from the pace of last year, while year-to-date slaughter is down 1.9%, with
lighter fed cattle weights (-16 pounds YOY) exacerbating the overall
constrained cattle supply picture. February 1 cattle on feed numbers are
forecast to be -4% YOY and the number of animals outside feedlots is the
lowest since 2015 (see graph below). Feedlot inventories normally peak early
in the year and then decline through the summer, but this year may see a
sharper-than-normal seasonal drop. The 2023 calf crop is expected to be 800K
less than that of last year, pointing to limited supplies through next year.
Processors trying to lock in the flow of cattle into their plants helped drive the
April fed cattle futures contract to an 8-year high last week. Moving forward,
analysts will start to laser-focus on overall meat demand trends, especially as
wholesale beef prices continue to climb & stories continue about consumers
trading out of beef down to cheaper proteins.

Less cattle now available to still enter feedlots
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Beef Choice Beef Cutout Value: 17/2/2023 - US$281.04/cwt. (+4% from
13/2/2023)

Wholesale pork values across all primals increased last week as expectations
increased that live hog supplies will tighten ahead. USDA released January hog
slaughter and pork production data showing large jumps in both indices
compared to January 2022. The flow of hogs from farms to plants backed up
last December mostly due to inclement weather, resulting in higher harvests in
January, and weaker wholesale prices. Through last week, year to date pork
production was up 1.8% from last year’s pace, while year-to-date slaughter was
up 2.2%. But the hog backlog has now been cleared and analysts see more
balanced supplies moving forward. USDA still forecasts a YOY increase in CY
2023 production (see GRAPH below), but total output will still be below that of
2019-2021. The composite pork cutout value has increased approximately 7%
from its bottom on January 17 and with warmer temperatures around the
corner, there should be seasonal demand strength, for example for Easter
(April 9) hams. There are also rumblings about increased export interest;
during the week ending Feb 9, there were standout weekly bookings of U.S.
pork from Japan, and strong buying from Korea and Mexico.
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2020: +2.4% 12.84 MMT
2021: 229 12.55 MMT
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Source: USDA/WASDE February 2023, carcass weight equivalent, commercial production
Hog Carcass Cutout Value: 17/2/2023 -US$82.09/cwt.
13/2/2023)

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

What attributes do U.S. consumers consider when they shop for fresh pork
at supermarkets? It's a more complicated question than that for beef,
because unlike for bovine meat, where consumers can select for USDA
quality grades and products from cattle breeds, fresh pork is merchandised
without specific quality grade or breed information. Midan Marketing, a
meat marketing consulting group, recently surveyed 1,000 U.S. pork
consumers on the importance of 29 pork product attributes including
claims related to quality, swine production methods, sustainability,
sourcing, among others. Not surprisingly, price was ranked the most
important factor, with 46% of consumers citing that as the most important
factor at retail. Price was also the most important attribute for consumers
choosing pork at restaurants, with 53% of respondents ranking prices as
the top purchase criteria. “Quality” claims (28%) and claims made by
companies on how the swine were raised (23%) were the 2nd and 3rd most
influential factors. On the issue of what constitutes “quality”, Midan asked
consumers to rank a number of attributes that often appear on U.S. pork
products. Claims of “No Added Hormones” (56%) and “All Natural” (55%),
along with “No Antibiotics Ever,” “No Growth Promotants” and “Product of
the USA” were the top-quality attributes in consumer minds. Interestingly,
products with claims of generic “Premium” or “Prime” quality were further
down the list of attributes. Also of interest in the pork industry was the high
consumer citation of “No Added Hormones”, especially since hormonal
implants, common in cattle, are not allowed in swine or poultry production.
For beef, large retailers such as COSTCO prominently feature USDA quality
grades in their product quality messaging. Earlier Midan research on beef
showed that while consumers cited USDA CHOICE as the most common
quality attribute they sought, the #2 attribute varied by demographics, with
younger Millennials seeking “beef without added hormones”, Gen X'ers
wanting “USDA PRIME”, and baby boomers seeking out “Raised in the USA”
claims. It should be noted that according to research conducted a decade
ago, 78.5% of U.S. pork consumption experiences - or eatings - involve
processed pork with fresh pork accounting for only 21.5% of pork
consumption. Quality claims for processed products vary widely according
to product type & brand and obviously differ from those of fresh pork.
Brand claims for U.S. unprocessed pork are perhaps most advanced in
Japan, the USA’s 2nd largest fresh pork export market. Various U.S. pork
brands, many created by importers/distributors or retailers, compete with
hundreds of domestic brands proclaiming unique characteristics about
regional breeds, feed ingredients (e.g.,, use of negative ion water & other
non-traditional feed ingredients such as rice & potatoes), & pig
management systems. U.S. and domestic branded pork programs in Japan
are key for certain tonkatsu & shabu-shabu restaurant operators who rely
on marketing stories to upsell their menus.

TRADE

USDA issued a press release last week that CY 2022 exports of all U.S.
agricultural products to all markets reached a record U.S. $196 billion, up
nearly $20 billion from 2021. China was again the #1 market, purchasing
over $40 billion in U.S. products. (Note: total meat & poultry exports - to all
markets - hit $26 billion, also a record.) USDA said that moving forward, it
was prioritizing growth opportunities in Africa, Latin America, the Middle
East and Southeast Asia. The U.S. beef industry intends to focus more
resources on developing markets for its products in SE Asia, where a
growing middle class is showing interest in higher quality grain-fed beef.
The collective value of U.S. beef exports to the Philippines, Vietnam,
Singapore, Indonesia grew 57% to a record $401 million last year, while
volume jumped 21%. While that growth was impressive, U.S. market share
across the region remains low at approximately 8%. The U.S. faces a
number of market access issues in the region; for example, in Thailand and
Malaysia, high tariff and Halal regulations limit the presence of U.S. beef
products, while in other markets, consumers are price sensitive. The table
below shows total beef imports for select ASEAN market but omits
Vietnam'’s imports of Indian & other beef that is widely believed to be re-
exported to markets outside the region.
Beef imports by select ASEAN members
(Jan — Dec: ‘000 metric tons)

Metric tons

500,000
800,000 -

700,000 = Singapore = Vietnam Thailand - -
s =

e — -

400,000 =] =

2014 2015 2016 2017 2018 2019 2020 2021 2022 ()

Source: TDM including variety meats



http://www.usmef.org.cn/

S MEq

(f@\\

Oy rEDERT

X E A m #F A

20234 2H21 H

F+HE2.41

EIVASEER S

B P R B 2 O e e - 49 1 = 0 Y N e i
3. BN FE MR E RS T AR = E I, T
F RSP B 1 R U B T B kS 42 B A R RANE AT
EIEFRHIE . EARRTTI, VR SO 4k snzh. SEE N DA 4L
IR, 2022 £ 12 AEETENRR (BFEEEHETRD MEaHE
WL, HEBUARE 15% R, KT LU R Fa 1t
ik, EAHHERY, BES AT ER RS TREITIKT. £iH
HO5TH, EERENERIE SR, 2 A 3 A2 E Mg L
B, HopEp R EEEENES 11 AR . E4 R, M
BN — B TR 160 #t. EEEREERSA B L,
A RPN IRTE W AR R BT 2 WK SAEIE S Nk, KBRS
ERFEFYITE 3. 7% BEETRE 1 9% BRI HE AR (R
TRE 16 f55) kS B ARGt BRI R, 2 H 1 HEE LS R4
EWATFEEFRE 4%, BIESAME R BN 2015 4F LSRR ARKT
(WTFED . B EFABEEFYETEE, RGEEETRF, HS
R RE S B G IE W 100N ORI B2 315 15 T f . 2023 SRR/ M5
B RAERD 80 Uik, RRUIMFERMMAR. R iR
TSI A RokBUE ARk RN LT R, IXHEs) 4 B4R
LMK EETIE 8 Friml. RERK, UK ITIG T BAK R
M sRES, JSCHREF AN ST EL T, JF Ll HE
JBCSE A PRI P 1) S50 L 049 2 1 o P S A 4R 2

Less cattle now available to still enter feedlots

Supplies of Cattle and Calves Outside of Feedlots*® on January 1
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Quarterly U.5. Pork Production Forecast
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