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SUPPLY & DEMAND

Wholesale beef prices spiked last week as buyers chased tightening supplies
amid the need to restock for upcoming summer holidays. All primal values
increased during the week, and buying was described as volatile as market
players attempted to build inventories in anticipation of even higher prices
ahead. Concerns about demand destruction faded, as market dynamics focused
purely on supply issues. The value of end & secondary cuts including rounds
and briskets saw the biggest gains as retailers looked to feature more
affordable items. There was exciting action in the live cattle markets, with
average live fed cattle prices rising 2-4 cents per pound while dressed prices
rose $0.10/1b. Dressed fed cattle prices are now trading over $3/1b. While cash
markets appear to be headed in one upward direction, fed cattle futures
dropped last week. Futures traders anticipate a major seasonal correction in
fed cattle prices in the coming weeks. The June live cattle futures contract,
which expires in roughly 2 weeks, closed last Friday at just over $1.78/lb.,
significantly below current cash values of near $1.90. A big question as this
week starts off is how meat packers may have pushed last week’s aggressive
live cattle purchases into deferred delivery schedules for the coming few
weeks. Pasture conditions are now the best in 3 years, which - combined with
high calf and feeder cattle prices - will incentivize cow-calf producers to hold
back animals to rebuild herds. This will lead to a fall in slaughter cow numbers
and exacerbate the tight beef market in the weeks and months ahead. Exports
continue to struggle amid high offer prices and a weak overall pace of buying by
major Asian markets (see TRADE next column).
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Beef Choice Beef Cutout Value: 12/6/2023 - US$337.43 /cwt. (+7% from
5/6/2023)

Wholesale pork prices gained again last week, with all primal values firming. Last
week’s slower hog harvest of 2.363 million head helped put a floor under prices,
with seasonal demand for grilling cuts such as ribs pushing up institutional buying.
Spot belly values also advanced, but prices remain significantly below year-ago —
and historical — levels for this time of year (see MOVING AHEAD next column).
Live hog weights averaged 288 pounds (128.5 kgs) for the week, which was 2
pounds less than the previous week and a year ago. Lean hog futures also found
some strength, with market bulls arguing that cash and futures values have found
their bottoms and will advance in the weeks & months ahead. Summer buying
patterns are now in full swing and now big retail and foodservice chain buyers are
focusing on the upcoming Father’s Day (June 18) and Independence Day (July 4)
holidays. Pork promotions at retail are expected to rise in the coming weeks,
especially as beef supplies tighten, and prices move further northward. Positive
news on exports is also supporting the market; last week’s release of April trade data
showed another strong month for overseas shipments (see TRADE next column),
and U.S. hog prices are now the lowest among major producing & exporting
countries (see GRAPH below). Last week, U.S. pork industry leaders gathered at the
World Pork Expo in lowa, highlighting the industry’s major current issues: record
high production costs, increasing risks from foreign animal diseases, the need to
expand international market access for U.S. pork, and ensuring that products can be
sold without barriers within in the U.S. Regarding the latter point, the industry is
still scrambling to determine how California’s new Proposition 12 rules mandating
sow production practices will affect the domestic U.S. pork market.
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ACTIVITIES:
Restaurant and Bar, Hong Kong: September 5-7, 2023
FHC Shanghai Global Food Trade Show: Nov 8-10, 2023

MOVING AHEAD

Historical patterns show that spot prices

of U.S. pork bellies are volatile

leading into the summer months as demand for bacon - a staple in popular

sandwiches such as BLTs (bacon, lettuce

& tomato) - surges. This year,

price fluctuations in wholesale belly prices have been minimal according to
a new analysis from Urner Barry. Frozen belly stocks are at a 9-year high,
pork production is up year-on-year, but most importantly, demand for
bacon has been tepid due to lingering high prices from the pandemic years.
Bacon prices are now falling, but it will take time for both consumer &
institutional demand to recover. In the meantime, depending on the
specification, wholesale belly prices are 40-50% lower than a year ago,
while the pork carcass cutout is only -20% year on year. The U.S. is not
traditionally an exporter of bellies or bacon, as many main import markets
prefer a single rib specification to the U.S. sheet belly style; single ribbed
bellies are those where the rib bones are removed but the intercostal meat
remains attached, producing a meatier belly. U.S. sheet rib bellies involve
removing the entire spare rib portion and marketing it separately. The belly
accounts for 16% of the total carcass yield and is usually a main contributor

to higher overall pork values. As shown in

the table below, estimated 2022

bacon sales (volume) were roughly the level of those in 2019 after
experiencing major dips during the pandemic, when a shortage of plant

workers limited processing capacity,
consumption.

and high prices discouraged
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TRADE

The U.S. meat trade outlook for the year is
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coming more into focus with the

publication of April trade data. In short, U.S. beef exports are being
challenged by lower production & high prices, while overseas shipments of
U.S. pork this year has risen due to competitive U.S. product values and a
rise in demand from non-China destinations (see GRAPH below). January to
April total pork export volume was +14% YOY, hitting 960,480 tons. Export
value for the 1st 4 months of the year hit $2.62 billion, a 13% rise.
Shipments just in the month of April totaled 243,789, a 15% YOY lift. Most
notable was a sharp rise in exports to South Korea, with trade reaching the
highest level in nearly 4 years. Exports were also noticeably up to Mexico,
the Dominican Republic, Australia, Taiwan and the ASEAN region, the
latter which is still suffering production disruptions from ASF. Interestingly,
while domestic Chinese pork prices continue to languish at levels below
breakeven levels, and total Chinese pork imports are down, YOY U.S. pork

export growth to China - from a tonnage

standpoint - was the highest of

any U.S. destination at +42,300 tons. On the beef side, U.S. Jan-April total
beef exports fell 8% in volume (to 437,910 mt) and were 21% lower in
value terms compared to the record pace of 2022. Exports to all major
Asian destinations are down; for the Jan-April period, Korea was -31% (-

9,950 tons), Japan, -24% (-9,770 tons),

China/HK -17% (-9,020 tons),

Taiwan -36% (-5,530 tons), and the ASEAN region -42% (-5,110 tons). High
U.S. product prices, restricted supplies, a resurgence in Australian exports,
and high imported beef stocks in China, Korea, Japan and Taiwan have all
been contributing factors to this year’s depressed U.S. export performance.
Still, the pace of 2023 U.S. beef muscle cut exports is the 3t fastest ever

after the exceptional 2022 and 2021 years.

January - April 2023 U.S. pork/ pvm exports to the world totaled 960,480 MT, up
14% from last year; exports to markets other than China/HK were 778,447 MT,

up 11%
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Estimated Hog Carcass Prices

Source: ALIC, COA, DANE, Nixin, IEA, Cepea, USDA, EU Commission, Pig 333, USMEF international offices
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January - April 2023 U.5. pork/ pvm exports to the world totaled 960,480 MT, up
14% from last year; exports to markets other than China/HK were 778,447 MT,

up 11%
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