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SUPPLY & DEMAND

Wholesale U.S. beef prices closed slightly down last Friday on the previous
week’s close. Institutional buyers were cautious by the weekend following
several consecutive days of bearish news in the equity and financial markets.
Perhaps more importantly, retailers are concerned about the coming end on
March 31 of CoVID-related federal “emergency” food assistance benefits.
Following the onset of the pandemic, the USDA-administered Supplemental
Nutrition Assistance Program (SNAP) allowed all SNAP-qualifying U.S.
households to receive approximately $95 extra per month in food assistance.
Those benefits are now being unwound, which will affect 16 million households
in over 32 states. (NOTE: an estimated 41 million U.S. residents receive some
SNAP benefits, or about 12% of the population.) The reduction in value of
benefit vouchers, which can be exchanged in supermarkets for almost any
foodstuffs, could affect purchasing of common household staples such as
ground beef. The worry was heightened last week as the failure of 2 large banks
prompted fear of wider financial contagion, this coming just after the U.S.
Federal Reserve warning that more interest rate hikes may be necessary to
tame inflation. Prior to last week, wholesale beef prices had been on a
consistent upward trajectory for 3 weeks (the March cutout value is at its
highest level for this time of year), buoyed by bullish sentiment and a range of
data showing tightening fed cattle supplies. USDA will publish its monthly
cattle-on-feed report this coming Friday and it is expected to show that the
number of cattle on feed at the beginning of this month had dropped 200K from
the Feb 1 number and were as much as 6% lower than March 1, 2022.
Placements of cattle into feedlots during February is also forecast to have
dropped, as data shows the number of cattle purchased by feedlots during the
month at auction fell. Feedlots will now adjust strategies to expectations of
tighter cattle supplies, which will affect the entire sector (see MOVING AHEAD
next column). And although cattle futures fell late last week due to growing
concerns that macroeconomic conditions will deteriorate, live fed cattle prices
remained steady at the U.S. $1.65/1b. Calf prices continued to climb last week,
testimony to the shrinking pool of feeder cattle ahead. On the export side, news
was on the bearish side; bets increased that China would re-open its market to
Brazilian beef in the coming weeks, while new USDA data showed January
2023 total U.S. beef exports were -15% the level of January 2022, with big
declines registered in shipments to Korea and China/HK.

2023 beef production to decrease for the first time since 2018: 12.19 MMT, +2.6%
2019: 12.32 MMT, +1.0%
2020: 12.33 MMT, +0.1%

2015 following record large production in 2022
U.S. production increased by 19% from 2015 to 2022 2021: 12.68 MMT, +2.8%
2022¢ 12.83 MIMT, +1.2%
2023F: 12.10 MMT, -5.7%
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Beef Choice Beef Cutout Value: 13/3/2023 - US$284.86/cwt. (-2% from
6/3/2023)

The pork cutout value moved higher last week on pre-Easter seasonal demand
& continued firm Mexican purchasing interest in U.S. hams. Slight falls in U.S.
retail bacon prices are offering new support to wholesale belly values. Retail
bacon values are 4-5% lower than a year ago, not a major downturn, but below
the January 2023 YOY GDP growth of all foodstuffs consumed at home +11.3%.
Also supporting pork values are slightly lower (-2 pounds) YOY average hog
slaughter weights. Last week, the total hog harvest was below 2.5 million head,
a week-on-week drop of 15K head, but USDA is still expecting 2023 total pork
output to rise 1.5% YOY. Year-to-date U.S. pork production is +0.7%. Lean hog
futures moved higher last week on expectations of further wholesale pork price
appreciation and lower grain prices; last week USDA increased its estimate of
the important end-of-crop-year corn stocks figure, a measure of forecasted
grain availability at the end of the marketing year. Positive sentiment over
exports grew last week with USDA’s release of January trade figures. Total pork
exports during the month - including variety meats - totaled 237K tons, up
13% from Jan 2022. The YOY increase in export volume to #1 and #2 markets
Mexico and China was over 20,000 tons, equivalent to a 1,000-container
increase for just January alone.

Hog Carcass Cutout Value: 13/3/2023-US$88.80/cwt. (+2% from
6/3/2023)

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

MOVING AHEAD

Once a year in February, the USDA publishes data on cattle marketed by
small feedlots, or those with a one-time capacity of under 1,000 head. This
data allows for a calculation of the total number of feeding yards in the
country, revealing in the process that despite the popular images of
massively scaled U.S. operations, most cattle feeding enterprises are at the
smaller end of the scale. According to last month’s report, the number of
feedlots in the U.S. at the end of 2022 totaled 26,093, a drop of 1,027
operations from a year earlier. The decline was almost completely limited
to smaller feedlots, which at 24,000, account for 92% of all feeding
operations. Of the 2,093 feedlots that have a capacity over 1,000 animals,
only 80 operations in the U.S. can simultaneously feed more than 50,000
animals. However, these 80 facilities account for an outsized 35.2% of all
fed slaughter cattle. Large and small feedlots operate differently, with
smaller facilities often being managed by farmer-feeders that may retain
their own calves & feed animals from their own crop harvests. Research
from South Dakota showed that smaller feedlots in that state tended to put
animals on feed at a younger age than larger operations. This, among other
factors, leads to the average turnover time per year (the number of times
pens are turned over) of smaller feedlots being in the 1.2 - 1.3 range. At the
other end of the scale are the mega-feeders, which specialize only in the
feeding phase of the cattle life cycle. These operations are in a competitive
battle to maximize capacity utilization of their pens, with an average annual
turn of 1.9 for the largest scale feedlots (50K head & over). The largest
operator in the U.S. - and the world - is Five Rivers Cattle, LLC, which can
feed 900,000-head across eleven U.S. locations. The company’s Kuner
Feedlot in Colorado, which can feed up to 100,000-head at a time, claims to
be the largest single operation anywhere. Research on an unnamed feedlot
in the Southern Plains by University of Oklahoma academics highlighted

some of the performance parameters of a typical large-scale feeder.

Key

AgEcon Search: A Profile of Cattle Feeding

y Variables

Total Head Fed (7 years)

519,979

Average Purchase Weight

729 pounds (330 Kgs)

Average Market Weight

1291 pounds (586 Kgs)

Average Days on Feed

161

Average Daily Weight Gain

3.66 pounds

Average Pen Size

112 head

Steer to Heifer Ratio

66:34

The above data was collected over a 7-year period starting about a decade
ago. While providing a useful reference to understanding general
performance trends of large U.S. feedlots, operators are constantly shifting
strategies - average purchase weights, days on feed, market weights - to
optimize revenues in the face of shifting costs. A big trend this spring are
the lower YOY market weight of animals, the result of mostly weather-
related challenges over the past winter for many major feeding operations.
Looking ahead, feeders will face competition to secure dwindling feeder
cattle supplies, a trend that is already contributing to the YOY drop in the
number of feeding operations USDA found in its recent survey.

TRADE

Meat trade analysts are continuing to eye China’s beef market for hints of
direction. Two major questions loom; how soon will the beef export
suspension of #1 supplier Brazil be lifted and how will China’s beef
demand unfold as the market continues to adjust to a post CoVID ‘new
normal’? Last week, the media reported that Brazil’s Minister of Agriculture
would move up a planned March trip to Beijing to try and expedite an
agreement to restart shipments. Exports have been suspended since Feb. 22
following confirmation of an atypical BSE case in a 9-year-old cow. Media is
also reporting that Brazil will seek changes in its trade protocol with China
to remove provisions requiring self-suspension of exports upon any new
confirmed BSE case. Based on CY Brazil's 2022 beef export value to China of
U.S. $7.95 billion, the country’s exporters could be losing up to $22 million
every day the suspension remains in effect. As to the post CoVID appetite
for imported beef, signs so far are positive. Although most major exporters
have only published trade data for January. Brazil’s pre-suspension Jan-Feb
exports of 170K tons were record large for the 15t two months of the year.
Monthly U.S. data for January showed U.S. beef exports to China of 12,903
tons were -22% the level of Jan 2022, but weekly USDA data (for muscle
cuts only) shows exports through March 2 were +12% YOY. In its semi-
annual assessment of China’s livestock markets, USDA predicted last week
that China’s total beef imports would drop slightly this year, mainly due to
the Brazil suspension; last year, Brazil accounted for 40% of China’s total
import volume. According to traders, imported wholesale beef values in
China have firmed since the Brazil stoppage, but markets are cautious given
expectation for a quick restart. Given USDA’s estimates for another year of
higher domestic beef production, the agency is forecasting record Chinese

beef consumption of 10.8 million tons (carcass weight) this year.
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2018: 12.19 MMT, +2.6%
2019: 12.32 MMT, +1.0%
2020: 12.33 MMT, +0.1%
2021: 12.68 MMT, +2.8%
2022est: 12.83 MIMT, +1.2%
2023F: 12.10 MMT, -5.7%

2023 beef production to decrease for the first time since
2015 following record large production in 2022
U.S. production increased by 19% from 2015 to 2022
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AgEcon Search: A Profile of Cattle Feeding
Key Summary Variables
Total Head Fed (7 years)
Average Purchase Weight
Average Market Weight

519,979
729 pounds (330 Kgs)
1291 pounds (586 Kgs)

Average Days on Feed 161
Average Daily Weight Gain 3.66 pounds
Average Pen Size 112 head
Steer to Heifer Ratio 66:34
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