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SUPPLY & DEMAND

The composite USDA CHOICE cutout value closed slightly lower last Friday
week-on-week, the 21d consecutive weekly decline. Brisket, loin & round values
softened, while those of short plate and ribeye firmed. Last week’s U.S. meat
market was negatively influenced by continued concern over the health of
several stressed U.S. & foreign banks, which led to volatile equities trading
throughout the week. Cattle futures moved lower due to these outside market
forces, which in turn dragged down spot live fed cattle prices to the U.S.
$1.64/1b. range, a dollar lower than the previous week. Growing recession fears
may be influencing consumer behavior at supermarkets; February average
retail beef prices were mostly steady with those of January - and lower than a
year ago - but falling chicken breast prices may be helping to drag down
important ground beef demand & prices (see graph below & MOVING AHEAD
next column). Still, the beef cutout is historically strong for this time of year &
beef supplies continue to tighten; through last week, year to date U.S. beef
production was down 4.2% from last year’s pace, and year to date slaughter
was down 2.4%. USDA’s latest monthly cattle-on-feed report published last
Friday provided more evidence of the tightening cattle pipeline ahead. The
March 1 total U.S. cattle on feed was -4.5% from a year ago & the lowest March
inventory figure since 2011. Placements of cattle into feedlots during February
were down 7% from last year, with marketings during the month were -5%
YOY. Feeder cattle prices and calf prices are high & rising, with feedlotters and
stockers walking a tightrope between high animal prices, high priced feed (=
high breakeven costs) and uncertain beef demand. Moreover, spring is still
around the corner, and it is too early to determine pasture conditions, and thus
cow-calf producers’ incentives to hold back females for breeding. Beef exports
and new export sales were robust during the week ending March 9, but the
wholesale imported beef market in China, an important driver for U.S. & global
beef suppliers, remains lackluster. Although analysts have expressed
pessimism about U.S. beef export prospects this year, the total volume of

shipments through the 1st week of March are +2% from the pace of last year.
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Beef Choice Beef Cutout Value: 20/3/2023 - US$281.02/cwt. (-1% from
13/3/2023)

Pork wholesale values were mixed last week, with the carcass cutout value last
Friday registering a decline from its week-earlier March 10 close. The
composite value fell due to a sharp drop in spot ham prices as Mexican buying
paused for a holiday. Hog futures also moved lower last week, influenced by the
negative macro sentiment. In the pork and overall animal protein complex,
there continues to be fear over a ‘hard landing’ recession & belt tightening by
consumers, which could hit high per-pound priced pork items such as deli
meats and bacon. To be sure, bacon prices are already declining, albeit from
very high levels, as consumers rein in their food spending both at home and in
restaurants; February 2023 total U.S. sales (value) at both grocery and
foodservice and drinking places slowed to the lowest level in a year (see
GRAPH below). News reports appeared last week about a resurgence in ASF in
China, but live hog prices there are steady, with some China-based observers
saying the situation had improved from the 1st 2 months of the year when cold
weather had challenged herd health. Year-to-date U.S. pork production is

+0.9% from last year, and year to date slaughter is up 1.6%.
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Hog Carcass Cutout Value: 20/3/2023-US$81.64/cwt. (-8% from
13/3/2023)

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

MOVING AHEAD

USDA has collated its final CY 2022 agricultural production & consumption
data & the major takeaway is that total U.S. beef & poultry production
reached another record, while total pork production fell -1.5%. Domestic
U.S. per capita meat & poultry (M&P) consumption was also record large,
mainly due to a robust 1.9% YOY increase in poultry intake. Poultry
consumption continues to increase steadily, accounting for most of the
increase in recent decades in total M&P intake by Americans. Despite
outbreaks of HPAI, 2022 U.S. broiler production increased 2.9% YOY to just
under 21 million tons (2022 pork output totaled 12.24 million tons; beef =
12.83 million tons). Chicken meat output is forecast to rise another 1.2% in
2023 to 21.21 million mt. The record domestic poultry consumption last
year can be attributed in part to a fall in exports, especially of turkey, which
was heavily affected by the avian influenza outbreaks (translating into high
prices) and import bans implemented by key markets. This year, broiler
and egg production is increasing to meet demand for price conscious
consumers who are trading down their protein purchases, but wholesale
chicken breast prices have already significantly softened after reaching
record levels last summer. Low wholesale chicken breast prices are
expected to encourage more chicken featuring at supermarkets as well as at
QSR restaurants, where outlets are more prominently promoting chicken
sandwiches. McDonald’s announced that it is offering two new versions of
its Crispy Chicken sandwich (both including bacon) this month. The major
protein supply news this year is the forecasted 5.7% reduction in U.S. beef
output, with the biggest YOY fall expected in the final quarter of the year.
Some analysts believe the drop in output may not be as steep as USDA is
projecting; all agree though that the largest declines will be in the cow
category; the fall in fed beef production will be more moderate. U.S. pork
production this year is expected to rise 1.5%.

In 2022, USDA beef and poultry production was record large, while pork production decreased for the second

year,

For 2023, USDA expects continued growth for poultry and a modest rebound for pork production as beef

production contracts
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TRADE

MEF has calculated that last calendar year, the volume (product weight
basis) of beef exports accounted for 13% of total U.S. production of muscle
cuts, and 15.2% of U.S. output when including variety meats (VMs) into the
estimate. That was a rise from the 12.8% and 15% export shares
respectively for CY 2021. The low percentage of U.S. beef exported
intuitively suggests that domestic market supply & demand conditions are
the main drivers of prices, but the % of output exported varies widely by
cut. The table below provides the estimated % of U.S. beef production
exported in 2022 by sub-primal & primal cut. It shows that a large majority
of the total short ribs (85%) & short plates (95%) fabricated in the U.S. are
shipped overseas, while just a small portion of steak cuts are exported. The
percentages below also imply that price determination of short ribs &
plates are driven more by foreign supply & demand forces than from the
domestic market. On the other hand, price movements of cuts like ribeyes
are more dependent on local actors, such as major U.S. steakhouse chains &
supermarkets. The majority of U.S. beef VMs are exported, with the most
valuable exported item being tongues. U.S. tongue exports - mainly to
Japan - add U.S. $18 to every animal harvested in the U.S. Other high value
VM exports include beef livers (for Egypt), lips (Mexico), omasum (China)
& tripe (Mexico). USMEF estimates that an average of 25 pounds of variety
meats are exported from every animal harvested in the U.S.

Top Export Cuts:

= Short plate cut: 95%

= Short rib/chuck short
rib/rib finger: 85%

= Gooseneckround:43%
= Outside skirt: 31%
= Chuck shoulder clod: 22%
= Top inside round: 19%
®= Round, outside: 14%
= Chuckroll: 12%

= Chuck tender: 10%
= Inside skirt: 9%

= Striploin: 7%

= Heavybonelessribeye: 5%
= Tritip:5%

= Brisket:3%

= Tenderloi 9

Japan, China,
Korea, ASEAN,

ef production
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In 2022, USDA beef and poultry production was record large, while pork production decreased for the second

ear;
For 2023, USDA expects continued growth for poultry and a modest rebound for pork production as beef
production contracts
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Top Export Cuts:

= Short plate cut: 95%
= Short rib/chuckshort
rib/rib finger: 85%

®* Gooseneckround:43%
®= Outside skirt: 31%

*= Chuckshoulder clod: 22%
= Top inside round: 19%

= Round, outside: 14%

= Chuckroll: 12%

* Chucktender: 10%

* Inside skirt: 9%

* Striploin: 7%

= Heavybonelessribeye: 5%
= Tritip:5%

* Brisket:3%

* Tenderloin:3%

Japan, China,
Korea, ASEAN,
Taiwan

Source: USDA/AMS, USMEF 2022 estimates for export volume as a

share of total primal beef production
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