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SUPPLY & DEMAND MARKET MAKERS

Wholesale beef prices moved sideways last week, with strength in the rib
primal values offsetting weakness in flanks & chucks. Institutional buyers are
starting to forecast end-of-year demand, and with the firm realization that the
overall supply pipeline of beef is tightening. Fears of consumer pushback
against high beef prices moved to the back burner last week as media reported
on the resilience of the U.S. economy. Forecasters are predicting a strong Q3
U.S. GDP growth rate, underpinned by low unemployment and robust overall
consumer spending & retail sales. Still, with energy prices again rising, along
with consumer debt, there is caution & uncertainty about the outlook for U.S.
consumer spending this coming holiday season. Live cattle markets
strengthened last week on herd supply fundamentals, while both fed & feeder
cattle futures moved near record territory. The question over the next few
months is how meat processors will moderate the flow of cattle into their
plants in order to maintain a balance between already-high wholesale beef
prices and rising live animal prices. Fed live cattle prices are currently in the
range of U.S. $1.80 - $1.85/lb.,, but analysts are near uniform in their
predictions that increased herd tightening will see U.S. $2.00/1b. cattle next
year. There has been a spate of new beef plant projects announced in the last
year or so, which theoretically could increase competition for the limited fed
cattle supply. However, much of the newly announced capacity will take several
years to complete (see MARKET MAKERS next column). The U.S. now clearly
has the most expensive cattle among major beef producers (see GRAPH below),
which is contributing to a slowdown in the pace of beef exports. July U.S. beef
muscle cut exports were 22% below the volume exported during July 2022,
with the combined YOY decrease in shipments to Japan, Korea and China
exceeding 20,000 tons during the month, or nearly 1,000 containers.
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Although the belly primal continued to weaken through last Friday, firmness in
hams and butts contributed to a week-on-week rise in the USDA pork cutout
value. The price gain came following a 19% decline in the cutout over the
previous 4 weeks. The lower slaughter helped to put a floor under wholesale
pork prices but moving forward, weekly slaughter volumes should increase,
resulting in pressure on cash hog prices. Last week’s holiday-shortened plant
schedules saw a total of 2.234 million hogs processed, roughly level with the
same Labor Day holiday week in 2022. Lighter average hog weights this
summer have meant YTD U.S. pork output has fallen below earlier forecasts,
with year-to-date production up just 0.2% from last year’s pace; slaughter is up
1.3% YOY. July U.S. trade data was published last week and showed another
robust month for pork exports. January to July total U.S. pork exports
(including variety meats) totaled 1.687 million tons, +13% YOY; value reached
$4.675 billion, +10%. The biggest market gainers so far this year in volume
terms have been Mexico (+74,480 tons), China/HK (+47,810 tons),
Australia/NZ (+19,150 mt), and the combined markets of ASEAN (+14,750
mt).
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FHC Shanghai Global Food Trade Show: Nov 8-10, 2023

Producer Owned Beef, a company comprised of Texas cattle ranchers, has
announced it will break ground on a greenfield $670 million large-scale
beef harvest and fabrication plant by the end of this month in Amarillo
Texas. The project was first announced a year ago, but recent press releases
state that the project is now ready to move forward with the construction
phase. The project has secured financial support from the Amarillo
Economic Development Corp., which is gifting the company 610 acres to
develop the facility as well as providing another $11 million in incentives
for the project. Another state business development entity, the Texas
Enterprise Fund, is offering a grant totaling $12.2 million for the planned
facility. The plant will be designed to harvest up to 3,000 head of cattle per
day and employ an estimated 1,600 workers, which would place it on the
top 20 list of largest U.S. beef plants. Producer Owned Beef boasts a unique
cooperative ownership structure, whereby the company’s majority equity
owners are the cattle ranchers and feeders supplying cattle to the plant.
Rather than sell cattle to the plant under arms-length contracts, the
company’s producer owners will receive a percentage of the revenue based
upon the wholesale selling prices of the beef and collectively share profits
from the plant. Groundbreaking for the plant had been delayed for several
months since the original August 2022 announcement of the enterprise,
with a new projected opening date of late 2026. Producer Owned Beef is
among a half a dozen new beef projects announced over the past few years
(see chart below), including the Saline River Farms project we highlighted
in last week’s Bulletin. Among the new projects, Agri Beef's True West beef
plant in Idaho has been completed and has commenced operations. Last
week, the USDA announced a new U.S. $123 million tranche of grant funds
to support the expansion of U.S. meat and poultry processing capacity.
Individual grants will range from $250K to $10 million. The USDA has
already allocated over $200 million through its Rural Development division
to support U.S. meat processing capacity expansion. In 2021, the current
U.S. administration announced that as part of its $1.9 trillion American
Rescue Plan stimulus program, it would allocate up to U.S. $1 billion to
“increase competition” by jump-starting independent meat processing
projects to “enhance the resiliency of the food supply chain.”
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New U.S. beef facility projects (&)
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Company Plant Type Projected opening date New/Added Processing
Capacity
Hanford, CA 3,000 head/day
Elpmlon
FPL Food Beef Plant Augusta, GA 2023 $120 million 1,400 head/day
Expansion
AgriBeef True West  New Plant Jerome, ID Started operating June 2023 $200million 500 head/day
Cattlemen's Heritage  New Plant Mills County, IA ~ 2025/2026 $550million 2,000 head/day
American Foods New Plant Wright City, MO End of 2024 $800 million 2,400 head/day
Group
Sustainable Beef LLC New Plant North Platte, NE  Open in 2025 $325 million 1,500 head/day
Grester Omaha Beef Plant Omaha, NE Grant approved underthe Meat  $20million 700 head/day
Expansion and Poultry Expansion Program
Producer Owned Beef New Plant Amarillo, TX Late 2026 $670 million 3,000 head/day
Saline River Farms New Beef Plant +  lllinois, IL 2025/2026 $800 million 1,600 head/day
Expansion
TRADE

Taiwan has announced it will extend tariff cuts on beef and several other
strategic commodities due to continued high global prices. The duty
reductions, from NT $10/kg. (U.S. $0.31/kg.) to NT $5/kg. ($0.16/kg) for 16
categories of beef products will be maintained through the end of the year.
Duty reductions first implemented in December of 2021 will also be
extended for key items such as wheat, milk powder, butter, and gasoline.
Taiwan’s Jan-July imports of 86K tons are just slightly higher than the pace
of last year. Despite a weak Taiwan dollar, the market’s U.S. dollar import
bill has dropped considerably, with the average per ton value of its beef
imports - from all sources - of U.S. $8,466/ton down 19% from the H1 2022
average import value. Per ton values have dropped for all major suppliers,
including the U.S. (-23%), Australia (-17%), Paraguay (-12%) and New
Zealand (-4%).
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New U.S. beef facility projects

Company i Plant Type Projected opening date
Central Valley Meat  Beef Plant Hanford, CA N/A

«ﬁ’\\

New/Added Processing
Capacity

3,000 head/day
FPL Food Beef Plant Augusta, GA 2023 $120 million 1,400 head/day
Expansion
Agri Beef True West New Plant Jerome, ID Started operating June 2023 $200 million 500 head/day
Cattlemen'’s Heritage  New Plant Mills County, 1A~ 2025/2026 $550million 2,000 head/day
American Foods New Plant Wright City, MO End of 2024 $800 million 2,400 head/day
Group
Sustainable Beef LLC  New Plant North Platte, NE  Open in 2025 $325million 1,500 head/day
Greater Omaha Beef Plant Omaha, NE Grant approved under the Meat $20 million 700 head/day
Expansion and Poultry Expansion Program
Producer Owned Beef New Plant Amarillo, TX Late 2026 $670 million 3,000 head/day
saline River Farms New Beef Plant + lllinois, IL 2025/2026 $800 million 1,600 head/day
Expansion
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