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SUPPLY & DEMAND MARKET MAKERS

Beef wholesale prices climbed again last week, but with slower week-on-week Tyson Foods has announced it will acquire sausage & bacon processor
momentum, and with analysts posturing that rising U.S. retail beef prices could =~ Williams Sausage Company Inc. The acquisition adds another brand to
pinch demand moving forward. Although not a major move, USDA retail price  Tyson’s portfolio of sausage lines, which includes Aidells & Hillshire Farms.
indices showed that average retail beef prices rose slightly in January from Tyson has also been expanding its bacon footprint; last year the company
December, the 1t indication that the effect of tight cattle & beef supplies had said it was investing $355 million in a bacon plant in Kentucky, which
spilled over to the consumer. Fresh data last week indicating inventories of makes products for its Wright and Jimmy Dean brands. Tennessee-based
beef in cold storage are record high for this time of year added to last week’s  Williams employs 500 persons & mainly distributes regionally.
muted market movements, as well as weekly USDA export figures that U.S. beef
export shipments & new export orders declined WOW during the week ending MOVING AHEAD
Feb 23. Last week, beef packing plants eased back on harvest activity in order = The U.S. cattle grazing season will soon get underway and U.S. producers,
to retain positive margins; weekly slaughter of 629K head was down 4.6% from especially stockers who purchase young calves and then feed them on
the same period last year. On the demand side, retailers are hoping for a grasses and hay, are facing major strategic decisions on how many calves to
purchasing bounce in the weeks ahead as the weather warms, and special buy, optimum purchase weights, and very importantly, how to manage
occasions & holidays including the brisket-focused St. Patrick’s Day (March 17), uncertainty about spring pasture conditions in the months ahead. A typical
the March Madness college basketball tournament (March 14 - April 3) and stocker operation will purchase calves weighing anywhere from 200-650
Easter (April 9) are celebrated. That said, institutional buyers remain wary of pounds with the goal of growing those animals into consistent weights
the beef price outlook as wholesale prices are sitting at historical highs for this  across the lot before selling on to a feedlot for finishing. A stocker will graze
time of year. To be sure, demand prospects are rosier than several months ago cattle on native grass or other roughage until new grass can support their
when economists were forecasting a pronounced recession, but the beef supply  nutritional requirements. Depending on the geographical latitude of the
pinch will continue to manifest itself throughout this year. On the production operation in the U.S., new grass will be available to grazing livestock in April
side, fed cattle prices inched up again last week as new monthly data showed or early May. Last year, high costs of corn and other supplemental feed,
that the number of cattle placed into feedlots in January fell for the 5% coupled with dry grazing and forage conditions, led producers to pre-
consecutive month compared to year-earlier levels. Welcome moisture has emptively cull animals, setting up the tight cattle supply situation of today.
been recorded in some of the dry parts of cattle country, which could Areas that have been suffering under severe drought conditions -
exacerbate the cattle supply pipeline if cow-calf producers hold back animals particularly north Texas and Kansas - have experienced good rains in
for expansion (see MOVING AHEAD next column). On the export side, analysts  recent weeks. But large areas of these major cattle areas remain technically
believe the duration of Brazil’s BSE-related suspension of exports to China in drought conditions, raising uncertainty over grazing prospects in the
could be shorter than the 3 months of last fall. spring months ahead. Alfalfa hay prices remain near record levels, and with
Top B EXpoers limited supplies, because of the drought, high fertilizer prices and large
. i e g export demand for dried feed grass products (China is the largest market
for U.S. alfalfa). Also just ahead, corn planting will begin in the U.S. in late

<5ige April. Early April USDA data on the area sown will provide critical 1st clues
|“ ‘ “ on the U.S. feed grain supply outlook for this year.
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I“I IIIl I II“ I IIII | "II I II ‘ “ Last week we highlighted major issues confronting U.S. pork producers this
| NI ol nll spring, including higher on-farm production costs and industry worries
B AURTSESATgATtDN : Consds €Uz India  Uruguay Mexico Paraguay  gyer the introduction of foreign animal diseases (FAD). While the U.S. has
it Lol e managed to keep ASF & FMD out of its herds, ASF is still a problem globally,
Beef Choice Beef Cutout Value: 6/3/2023 - US$290.20/cwt. (+1% from VVith new cases in Hong Kong, Singapore, Korea, Germany & Poland
27/2/2023) being officially notlfleq to the OIE just in the last s.everal weeks. EU pork
producers have been hit hard by ASF and are also being challenged by other
The pork composite cutout value inched higher last week supported in part by  major EU-wide policy shifts that are raising production costs & suppressing
pre-Easter Christmas ham buying and slightly more optimistism over export expansion sentiment. The result has been lower pork production & higher
prospects in the months ahead. Butt, picnic & ham primal values all closed up  prices. Jan-Nov 2022 EU pork output was -5.2% YOY, with slaughter down
week-on-week last Friday. Although new pork export sales cooled during the  4.6%. Current average EU live market hog values are up 68% YOY, while
week of February 17, sentiment toward the U.S. trade outlook got a lift last  those of piglets are +112%. Traders report that EU pork offer prices into
week from dim news about the current situation & prospects of Europe’s pork large Asian markets are now noticeably higher than several months ago;
industry and the strengthening of the Mexican peso to its strongest level in five  December 2022 data shows that average per-ton EU pork export values
years. Last year, Mexico purchased $1.981 billion of U.S. pork, with the 952K were up +11% YOY, reaching the highest level since the summer of 2021,
tons exported standing more than 80% higher than shipments to #2 export when China was still purchasing large volumes of pork in the wake of its
market China. Last year, Mexican purchases alone accounted for roughly 10%  own ASF outbreak. The EU price increases come despite a large drop in EU
of total U.S. pork output (including variety meats). Although the U.S. does not  pork exports. Total EU pork exports dropped 15% last year to 4.6 million
export pork to Europe, the collective EU-27 is the USA’s largest competitor in  tons, raising questions about how the EU could stay competitive in the
the international marketplace. But European prices are now rising, with event that global trade demand suddenly increased. Analysts believe EU
analysts noting that live hog prices in Spain the week before last set a new pork production will continue to slide in the decade ahead; OECD-FAOQ’s
record at U.S. $0.92Ib., 56% above the current U.S. live price of approximately  Agricultural Outlook projections forecast that total EU-27 pork output will
$0.59/1b. & the largest spread ever (see TRADE next column). drop 1.8 million tons from approximately 23.9 million tons in 2022 to 22.1
Hogicavcussiprica SN SPRINIOHLS: million tons in 2031, a 7.5% decrease. If realized that would see the EU’s
share of global pork output shrink by two-and-a-half percentage points to
roughly 17%. Production in ASF-affected Poland, Germany, Austria and
other Eastern European producers is likely to see the largest fall, while
output in Spain, Denmark and the Netherlands is projected to remain

stable.
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Source: TDM, USMEF estimates, includes 0206 variety meats

EU average piglet prices (€/head)
Week 7 latest price ==> 77.50 EUR/head

PO A S 2 S & SR SRR SN o K3 Evolution compared sam e period lastyear : + 112.4%

Hog Carcass Cutout Value: 6/3/2023-US$87.33/cwt. (+2% from
27/2/2023)
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U.S. is 20% of global beef exports

TDM, USMEF estimat cludes 0206 v. y meats
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Hog Carcass Prices in Spain & U.S.
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EU average piglet prices (€/head)
Week 7 latest price ==> 77.50 EUR/head
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