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SUPPLY & DEMAND MOVING AHEAD

The USDA CHOICE beef cutout softened again last week as hot weather USDA’s quarterly cattle inventory report held few surprises in terms of
discouraged outdoor cooking, while continued high retail prices vis-a-vis those = reminding the market that the U.S. cattle herd continues to contract. USDA
of pork & chicken dampened consumer demand for beef. Mid-summer typically estimated that the total inventory of cattle & calves as of July 1 stood at 95.9
sees weaker beef consumption, especially of steaks and heavy roasts, and to  million head, down 2.7 million head (2.7%) from the same time last year.
date, this year is exhibiting no exception. There has been concern that the The mid-year inventory was slightly lower than the pre-report forecast
excessive heat is affecting cattle feeding performance, which has led to values of  consensus and was the lowest July 1 figure since 2014. The total number of
higher graded beef items (e.g. USDA PRIME) remaining relatively steady. Last cows and heifers, an indication of the size of the breeding herd, stood at
Friday saw the release of 2 anticipated USDA cattle reports, the monthly cattle- 38.8 million head, down 800,000 head (-2.0%). All the reduction in that
on-feed report, and quarterly data on U.S. cattle inventory numbers (see number was accounted for by reductions in beef cow numbers, while the
MOVING AHEAD). Both reports added bullishness to cattle markets, as they size of the dairy breeding herd remained roughly the same as a year earlier.
yielded data showing noticeable YOY declines in cattle-on-feed, total cattle, cow The record low beef cow inventory of 29.4 million head along with a
& calf numbers. While the data generally conformed to analyst forecasts, live 100,000 head (2.4%) decline in beef replacement heifers signals that cow-
fed cattle prices jumped by several cents through last week, with top fed cattle calf operators, at least through the end of H1, were still not holding back
spot values hitting U.S. $1.90/1b. in some areas. Futures jumped as well; last animals for a new round of breeding. USDA also estimated that the 2023
Thursday, the August contract surged past U.S. $1.82/1b., a record high for this  calf crop will total 33.8 million head, down 2% from 2022. The 2023 calf
contract. The weakness in wholesale beef prices and the increase in fed cattle crop inventory number represents the future pipeline of cattle which will
prices are now pinching beef harvest plant margins. Processors - on average - be backgrounded and then fed out, mostly during 2024.

managed to turn a profit for most weeks through Q2, but are now operating in
the red. That could lead to declines in slaughter activity - and lower fed cattle
prices - in the weeks ahead as processors try to rebalance the market. The U.s. Beef Cow Inventory onJuly 1
cattle-on-feed report showed that as of July 1, there were 11.2 million head of
cattle in U.S. feedlots, -2% YOY. Surprisingly though, USDA said the volume of
cattle placed into feedlots during the month of June was 3% higher than the
same month a year earlier. Some analysts question the accuracy of this number,
but lower grain prices last month could have incentivized feeders to fill pens. If
true, strong placements during June mean even less cattle will be available to
put on feed in subsequent months, with the cattle inventory report verifying
that trend; according to the report, the supply of cattle outside feedlots still to
be placed on feed (calves under 500 lbs., other steers over 500 lbs., and non-
replacement heifers over 500 lbs.) totaled 34.4 million head on July 1, down TRADE
3.6% from last year and the lowest since 2014. Corn prices, which had softened
recently, spiked last week as news circulated of new logistical problems moving
Ukrainian grain to international markets. Analysts noted last week that
feedlotters have faced a particularly difficult operating environment this year,
with high input prices (including calf & feeder prices), volatile grain prices and
see-sawing predictions about the future of beef demand complicating planning.

Smaller beef cow inventories

2022:30.2 mil head, -2.9%
2023:29.a mil head,-2.6%

Source: USDA/NASS *July reports not released in 2013 and 2016 due to budgetary constraints

South Korea and Japan remain the #1 and #2 export markets for U.S. beef
in volume and value terms and the 2n and 5t largest destinations for U.S.
pork, according to U.S. trade statistics. On the beef side, through May, U.S.
beef exports (volume) to each market were down 13% YOY, the result of
lower U.S. exportable supplies, high prices, and a strong U.S. dollar. Korea’s
customs import data shows a slightly different story, with Jan-June total
Cattle on feed in all feedlots down 2.2% on July 1, 2023 beef imports of 257.3K tons up 8% YOY, driven by larger imports from both
T the U.S,, Korea’s leading supplier with a H1 market share (MS) of 53%, and
o Australia (38% MS). Higher Korean imports are the result of the removal of
remaining CoVID restrictions, a rebound in foreign visitors, and more

| ‘ | | attractive international beef pricing. Through May, the average per ton
& &

U.S. Cattle on Feed in all Feedlots on July 1 2022: 13,4 mil heed, +0%

12

12

11

11

10

10 I

B
o
Ll

FFSP IS FEETTS ST ESS

"
5

2023:13.1 mil head,-2.2%

o
5

Million Head
W

import value of all beef entering Korea totaled U.S. $7,534/ton, -18% from
the same period in 2022. Weaker imported beef movement in China and
more exportable supplies in Australia have led to lower prices in the Asia
region. Interestingly, Korean imports have increased despite large supplies
of domestic Hanwoo beef, which are projected to grow further in the 2nd half
as the industry continues to downsize the herd. Jan-May beef imports into
Japan, the 2 largest global beef import market, also grew YOY; shipments
totaled 268K tons, +6%. Japan trade data shows higher imports from the
Beef Choice Beef Cutout Value: 24/7/2023 - US$304.16/cwt. (-1% from U.S. (44% MS), Australia (35% MS), and Canada offset lower volumes from
17/7/2023) NZ and Mexico. There is somewhat conflicting information from Japan on
the beef market situation. On the one hand, data shows total meat
inventories at the highest level since record-keeping began in 1994;
imported beef stocks are at near record levels, and up 25% YOY. Japan’s
monthly domestic beef production has also been the highest in 8 years for
every month so far this year, adding to the overall supply pressure. On the
positive side, as in Korea, beef consumption is also rebounding, with Japan
tourist arrivals hitting 2 million during the month of June, the highest since
January 2020. This is boosting foodservice business, which has also been
rebounding from the end of CoVID restrictions, and positioning the market
for even better conditions during H2.

Source: USDA/NASS *July reports not released in 2013 and 2016 due to budgetary constraints

Firmness in ham and belly spot wholesale prices helped to push up the USDA
pork cutout value last week. Pork sales continue to benefit from high beef
prices, and the prospect of even higher values in the months ahead as cattle &
beef supplies continue to tighten. To be sure, prices of grilling items - especially
ribs - fell back last week as backyard BBQ activity slowed in the wake of a
scorching heat wave affecting up to 100 million Americans. The heat may be
affecting the average weight of market hogs, with the YOY decline of 1 pound
per animal helping to add a bullish bias to the market. Last week’s hog harvest
of 2.316 million head was lower than the previous week, also helping to boost
the market. Pork exports and new export sales during the week ending July 13

were mixed, with higher activity from Japan but lower new purchasing orders Japan & Korea year-to-date 2023 total beef imports
from Mexico. Number #1 pork import market China released its H1 hog (‘000 metric tons)

inventory and marketing numbers, providing more evidence that total pork and TR

meat supplies are abundant; as of July 1, China’s producers held 435.17 million ~ Zesciensvexvon o, 22020 257K o (o8% YOV 5 Korea

live pigs, a year-on-year increase of 1.1%. In the first half of the year, China
statistics shows that 375 million live pigs were marketed, an increase of 2.6%.

12,577

26,019
136,529

Hog Carcass Cutout Value: 24/7/2023 -US$117.21/cwt. (+4% from
17/7/2023)
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ACTIVITIES:
Restaurant and Bar, Hong Kong: September 5-7, 2023 e Canada = e
FHC Shanghai Global Food Trade Show: Nov 8-10, 2023
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Source: TDM, USMEF
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Cattle on feed in all feedlots down 2.2% on July 1, 2023

2019:13.6 mil head, +2.3%

2022:13.4 mi

U.S. Cattle on Feed in all Feedlots on July 1 ad, +0%
2023:13.1 mil head, -2.2%

5

FELPSEFTEFEETE S

EERWMFHEBEMEEER RREHK) : 2023 £ 7 A 24 H -
$304. 16 FEo/BERE (3% 2023 £ 7 A 17 B 1%)

B T R RRE Pl B B kA v 1 AR S B T35 B 4 VDA
Mo HRHERSZHETHENFRNKE, I HBEEF R4 RN
PRI, RRILDARFRMEEARERES. TTUHEME, B
FTRMZIE | ZEENWPIRPGRSEUG BRI sE, LA
e CUHGEHEE) MM E IR . miRnTeEaRem B4R
KPR, AN TS EREE TR 8, Xa0hTFsnmg
WA .. LR EEREN 231.6 Jik, Bat—EB IR,
WHTHRENTS. BE 7 7 13 B4R, BRE oML e
BIFR S, HORHRMEER N, ERTEE R R
RO E P E A L EA B A, e
FNFINREER A B, BETH 1 H, PEEEER 43,517 7
3k, ALK 1%, E¥E, FESRER R, SEEREE
3. 75123, K 2. 6%,

BREAES I 2023 £ 7 A 24 H—$117.21 £5u/ BB (8 2023
F7 8 17 H3h0 4%)
XENZRE O hEEsHiE:

FHBIRE - FHE: 20234E9 A 5-7H

FHC EHERaRE: 2023411 A 8-10H

R www.usmef.org.cn

Pk
I F A B 2 A RAF A I 5 FE SRR 117 3 5% [ 21 RE k£ 2 4517 M HF e

trambh,. EERRVEMGT, 8FE 7 A 1 B, HRAEdMAERERE
J9 9590 Fisk, HEEREAD 270 ik (-2.7%) o AFREERET

WS AT —EEE, N 2014 £ 7 A 1 HECREEAREUT . 1ENF
AR TERURE R AR 0 BE AR RN BEA B BN 3,880 ik, > 80 ik (-
2.0%) o X—HEHIIE R BT REHEEE D, R
BERELS L E I KRB, R BT &, N 2,940 75
Sk, BB 10 53k (<2.4%) , REHBF-ESLEEE
DAE FARERPEE N TH— B EL.  EER RS,
2023 FREEFAEN 3,380 Jisk, b 2022 ETRFE 2%. 2023 FEEATERL
ERERTARRNFREE, X KE 2024 £RITHSBENEDE
Jili

Smaller beef cow inventories

U.5. Beef Cow Inventory on July 1

2019:32.3 mil head,-0.3%
2020:32.05 mil head,-0.8%
2021:31.1 mil head,-3.0%
2022:30.2 mil head,-2.9%
2023:29.4 mil head,-2.6%
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Source: USDA/NASS *July reports not released in 2013 and 2016 due to budgetary constraints
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Japan & Korea year-to-date 2023 total beef imports
(‘000 metric tons)

Total volume:
268K tons (+6% YOY)
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Total volume:
257K tons (+8% YOY)
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Source: TDM, USMEF
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