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SUPPLY & DEMAND MOVING AHEAD

Wholesale beef prices moved lower last week, with a week-on-week drop in  Analysts are closely watching the increased sow slaughter that has been
values across all primals. Activity was most pronounced in the loin market, more prominent since June in the U.S. swine herd (see GRAPH below) in the
where buyers were able to push sellers’ offer values lower. Institutional users  U.S. swine herd. According to the Daily Livestock Report, 2023 year-to-date
have been reluctant purchasers due to high prices and prospects that end-of- weekly sow & boar slaughter through the end of August was +5.5% YOY, an
year demand could soften due to record high retail prices. The USDA all-fresh indication that producers are trimming herds in what have been
beef retail price index rose 0.3% in August from July to a record U.S. $7.82/lb.  challenging production financials over the last year. lowa State University
That represented a +6.8% rise from August last year. August also marks the 3rd  has calculated that over the last 12 months - through August - an average
consecutive month of record high fresh beef prices. Analysts were particularly ~ wean-to-finish operation lost U.S. $28.40 per head. As we have written in
concerned that wholesale beef prices drifted lower after the holiday shortened this Bulletin, market conditions for producers were particularly adverse
harvest of the previous Labor Day week; historically, prices firm after Labor during the 1st half of the year, when feed costs were elevated and wholesale
Day as buyers restock. The slow market may be causing the pool of cattle on pork prices low. Conditions improved this mid-summer as bacon
feed to back up. Although the overall U.S. cattle herd has been clearly consumption jumped after widespread retail promotions, boosting the
contracting, this coming Friday’s cattle on feed report is expected to show the value of the belly primal and overall wholesale pork prices. But by some
total number of cattle in feedlots as of Sept. 1 to be approximately 11 million measures, the summer rally is fading, with slaughter hog prices moving
head, down from a year ago, but only 70K head lower than the most recent 5- seasonally lower and the belly primal value again falling. USDA will issue its
year average for this time of year. The large cattle on feed inventories are the quarterly hog inventory report on September 28t which will provide more
result of the slower pace of cattle marketings when compared to placements; data on whether a herd contraction has taken place as well as whether
through August, YTD placements of cattle into feedlots declined 203,000 head producers plan to expand or contract production moving forward. The
while marketings from these lots to processing plants declined by 420,000 report will also provide crucial data on sow productivity; the last report
head. Despite the ample supply of cattle in feedlots, the USDA expects Q4 fed showed saved pigs per litter hit 11.36 for the March-May period, the highest
cattle marketings and beef production to decline YOY as beef plants try to slow litter rate ever for a quarter, and a higher-than-expected 3.3% YOY rise. In
harvesting to push down cattle prices. The high dollar and high beef prices short, any overall breeding herd reduction could be a function of an overall
continue to affect export activity, with total U.S. beef exports in July of 97.9K  calculus that it now takes less sows to produce the same volume of pork.

tons the lowest for this month since 2016. USDA is currently forecasting that 2024 pork output will rise YOY to 12.41
USDA expects beef production to be below yeaago levels through CATCE RIS TR S S illi 0/ 1 i 4
S e e Y e &l 2015 12.52 M. +1.0% million tons, a small 0.6% increase from this year’s forecasted output.
followed by significant drops in Q1 and Q2 of 2024 2021: 12.68 MMT, +2.8%
2022: 12.83 MMT, +1.2% U.S. Sow Slaughter
3.4 s1am% 2023F: 12.22 MMT, -4.8% 75 2018: 42.1%
A: % 2024F: 11.41 MMT, -6.6% 2019: -0.1%
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Beef Choice Beef Cutout Value: 19/9,2023 - US$302.12/cwt. (-3% from
11/9/2023) TRADE

A few years back, Spain was viewed as a pork export powerhouse, but in
the last 2 years, it has been challenged by animal disease outbreaks, new
output-constraining regulations, and the decline in import demand by

Despite a relatively large 2.531 million head processing week, the pork cutout
value eked out a gain last week, driven in part by optimism over export
prospects and in part to noticeably smaller average market hog weights. Live : . )
hogs averaged 277 pounds (125.6 kgs.) for the week, a pound under the China, its largest export market in 2021. In a new report, USDA analysts
previous week but 9 pounds less than the same week a year ago. Analysts forecast declines in Spain’s total swine herd size, numbers of sows, and the
noted last week that total YTD red meat production is down 2.5%, driven P8 €rop b(’th_this year and next. This fO“O_WS the r.ecord-setting. herd.size &
mainly by a sharp contraction in U.S. beef output. The ratio of the beef to pork pork output in 2021, the. year of exceptl.onal Chinese ASF-dr.lv.en import
cutout value is now over 3:1, which some believe will be supportive to pork demand. Total 202_1 Spanish pork pI‘O.dl'lCtlon peaked at 5.18 mllllo_n tons in
prices in the weeks and months ahead, and despite the seasonal ramp up in hog 2021, then fell 2% in 2022 to _5'_066 mllllon_tons. Some analysts. believe p01."k
slaughter. They also note evidence of a contraction in the U.S. sow herd (see oquut c_ould fall below 5 million tons this year & r.1ext. Wh_lle the fall in
MOVING AHEAD next column), which when combined with lower hog weights, Chmesg 1mp_ort de_mand has affected all global suppliers, Spain faces other
could limit total pork output during Q4. While poor producer financials during headwinds, .mcludmg PRR_S outbreal.(s last year, anq a government decree
July 2022 - June 2023 are likely behind the elevated sow slaughter, some think annoul?ced n March of this year which se.ts new animal welfare standards
fundamentals have recently improved, especially the export outlook and the fall regardlr}g the maximum density of animals in farms and other new
in feed input prices and thus producer break-evens. For example, last Friday production conditions. Analysts note t_hat these new standa_rds are_strlcter
the U.S. national corn price last Friday closed at $4.72 a bushel, the lowest level than thf)?? of.the EU, buF producers will have 2 years t(_) b“ng thglr farms
since the beginning of 2022. Last week, the October lean hog future contract .and _fac_ll_ltles into compliance. Ne\_/ertheless,.USDA predlCt_S this will .result
jumped to a five-week high on renewed market optimism. U.S. pork exports and 1t significant industry restructuring and higher production costs in the
new sales fell during the holiday-shortened week of September 1, but there is {uture. Domestic pork consumption also fell last year due to high prices and
optimism about the competitive position of U.S. pork, especially as other the hangover from CO_VID' although_ a retur.n to SOCI‘?"I normality and tourist
principal exporters such as Spain are experiencing new challenges (see numbers could result in a rebound in pork intake this year and next. On the

TRADE) export side, Spanish exporters were adept last year at finding substitute
Market Hog Live Weights markets for China (e.g., Philippines, & other Europe destinations), but Jan-
: 2522 vog weignes June 2023 exports have continued to drift lower (see GRAPH below) due to
ey e T E ) Te high export prices; Spain’s average per-ton price for all pork exported has
E o2ss / 2022 , increased this year, and in June was up 24% year-over-year, the highest in
nrough mig
5o — et recent years.
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Spain : total pork & pork variety meat exports
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Hog Carcass Cutout Value: 19/9/2023 -US$101.13/cwt. (+2% from
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USDA expects beef production to be below yeaago levels through
2023, with more significant yearover-year decreases starting in Q2
followed by significant drops in Q1 and Q2 of 2024
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2019: 12.32 MMT, +1.0%
2020: 12.33 MMT, +0.1%
2021: 12.68 MMT, +2.8%
2022: 12.83 MMT, +1.2%
2023F: 12.22 MMT, -4.8%
2024F: 11.41 MMT, -6.6%
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