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Note: Due to upcoming holidays, the next U.S. Meat Bulletin will be
published October 10.

SUPPLY & DEMAND

Wholesale beef prices traded mostly level through last week and into Monday &
Tuesday this week as buyers began to prepare for the upcoming holiday season
sales. Thin meat (flank, plate & brisket) values fell while ribs firmed slightly as
some buyers bought forward amidst expectations prices will move north with
the seasonal uptick in demand. But Q4 beef demand remains uncertain given
rising interest rates, declining consumer savings rates, falling equity markets,
high retail beef prices and continued strength of the dollar. During the January
to July 2023 period, the pace of retail beef sales - both in terms of value and
volume - had already fallen slightly from last year, with consumers aware that
beef was the only major animal protein to experience inflation over the past
year. Despite recent softness in wholesale beef prices, cattle markets remain
bullish. The most important finding from last Friday’s much anticipated
monthly cattle on feed report was the 5.1% YOY decline in cattle placements
during the month of August. Prior to the report’s release, there was
apprehension about the placements number, as the number of cattle moving
into feedlots during the 3-month period of March to May had been higher YOY,
defying analyst expectations and raising the prospect that the fed cattle
pipeline was backing up. But last Friday’s report confirmed that overall cattle
supplies were tightening, with YOY declines in placements across all feeder
cattle weight groups. Combined July and August placements were down 6.7%
YOY, establishing a clear contractionary trend. Packing plants have been trying
to moderate the rise in live fed cattle prices by slowing weekly harvest levels
but average fed steer prices last week of approximately $1.84/lb. were a few
cents higher than 2 weeks ago. Year-to-date U.S. beef production is now -5.1%
from the pace of a year ago, with YTD total cattle slaughter -4.3% YOY. The
futures market is anticipating higher fed cattle prices in the months ahead, with
the December live cattle futures contract currently trading in the U.S. $1.91/Ib.
range, and the February contract even higher at $1.96. U.S. beef exports & new
export sales during the week of September 8 were noticeably higher than that
of previous weeks as Asia buyers bought for the winter peak consumption
period. They may also be front loading expecting further jumps in the already-
lofty U.S. dollar; the dollar hit a fresh 10-month high against a basket of major
currencies on Monday as U.S. treasury yields rose.

Beef Choice Beef Cutout Value: 26/9/2023 - US$299.54 /cwt. (-1% from
19/9/2023)

The pork cutout firmed through the early part of the week on strong spot belly
demand but eased on Friday as macro financial markets soured. The strength
early in the week was driven by continued lower average hog weights and
renewed retailer interest in promoting bacon. Like in the cash market, the
October lean hog futures contract hit a 7-week high mid-week but fell during
last Friday’s trading session, also due to deflating financial markets. Livestock
futures, grain prices and U.S. stock markets all fell across the board as the value
of the dollar hit a six-month high against a basket of currencies, raising alarm
bells about U.S. pork exports and consumer spending in Q4. U.S. pork export
data for the week ending September 14 showed both shipments and new sales
remained robust compared to the prior 4 weeks, though under the pace of H1
(see GRAPH below). Market analysts are also closely watching pork demand in
California, where new animal welfare regulations led to increases of 25-43% in
fresh pork retail prices during the roughly 90-day period from June through
August, according to new data from market researchers Circana. In turn, the
sharp price hikes have led to a sharp 23% contraction in fresh pork
consumption over the same time period. With California accounting for 15% of
total U.S. pork consumption, any major changes in supply & demand
equilibrium in the state could reverberate through the national market.
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Hog Carcass Cutout Value: 26/9/2023-US$98.28/cwt. (-3% from
19/9/2023)

ACTIVITIES:

FHC Shanghai Global Food Trade Show: Nov 8-10, 2023

MOVING AHEAD

As beef market analysts begin to focus intensively on how consumers will
react to record high retail prices this end-of-year holiday period, another
question is how the nation’s estimated 15,000+ steakhouses will perform if
the economy softens. Pre-CoVID, the split between away-from-home and at
home beef consumption (volume) was approximately 60:40. Although the
majority of away-from-home beef consumption is in the form of
hamburger/ground beef, the health of the steakhouse sector is critical to
the value of important cuts of the carcass such as the rib and loin. The Daily
Livestock Report noted last week that Since August 25, the loin primal value
has dropped 8% with that decline accounting for 43% of the overall decline
in USDA CHOICE cutout value. To be sure, historical charts show the loin
primal drifts lower until about mid-October when seasonal demand
strengthens, but the market is holding its breath to see if this late fall
rebound repeats itself this year. Overall, foodservice spending in the U.S. in
August was noticeably higher than a year earlier, but there is concern that
any macroeconomic slowdown would 1st manifest itself in the form of
decreased restaurant spending. After enjoying strong post CoVID growth
last year and through the 1st half of this year, the nation’s top steakhouse
chains are attempting to maneuver through generally escalating beef prices
(and lower supplies) while trying to minimize menu price increases. Texas
Roadhouse, the nation’s largest steakhouse chain by sales (see TABLE
below), announced a modest 2.2% menu-wide price increase in April, but
recently told investors that high beef and labor costs could force it to raise
prices again next month. What is certain is that the beef industry will be
closely watching consumer spending at steakhouses this fall & winter.

Top Ten U.S. Steakhouse & Seafood Chains
Name Annual Revenue | No. of outlets
1|Texas Roadhouse UsD4.0B 627
2|OUTBACK UsD2.7B 687
3|Red Lobster uUsD2.7B 653
4|Longhorn Steakhouse USD2.5B 584
5|Ruth’s Chris Steak House USD675.3M 133
6|Bonefish Grill USD588.0M 175
7| The Capital Grille USD558.0M 65
8|Logan’'s Roadhouse USD471.5M 195
9|Saltgrass Steak House USD427.4M 90
10|Fleming's Prime Steakhouse USD379.9M 70
Source: Nation's Restaurant News
TRADE

International shipping logistics have normalized for imports into the U.S.
but have not fully recovered for U.S. exporters, especially for perishable U.S.
agricultural products. That's according to senior representatives at the
Agricultural Transportation Coalition (ATC), who note that the average cost
for a dry 40-foot container from Shanghai to Los Angeles is currently about
8% lower than the cost for the same time in 2018, while container costs for
outbound cargo from LA to Chinese ports were still 66% higher than pre-
CoVID levels (+32% for refrigerated containers). According to the ATC, total
shipping expenses are made even higher by the still-erratic shipping
schedules of carriers, while also noting that the drop in eastbound
container shipping rates reflects the fall in overall U.S. imports this year.
During the 12-month period from August 2022 through the end of July
2023, the total volume of U.S. export merchandise from the USA’s top 10
ports rose 1.2% while imports dropped 16.7%. There have also been
significant changes in the market share of U.S. ports, mainly due to
weakness this year in U.S. agricultural product exports to Asia. West coast
ports have been the most affected (see TABLE below of U.S. agricultural
exports by port). For example, USMEF calculates that through July 2023,
TEU volumes of all meat & poultry (M&P) to Asian markets are 5000+ TEUs
under the pace of a year ago. For all U.S. ag exports to all destinations, a
total of 730,000 TEUs (20-foot container equivalents) were shipped out of
U.S. ports through this July, a 13.6% fall from last year & the lowest 1t half
volumes since H1 2016. On the value side, USDA is forecasting that FY
(October 2022-September 2023) agricultural exports will total $178 billion,
down 10% YOY.

H1 2023 Volumes YOY Percentage
2023 Rank (metric tons) Change

Los Angeles, Calif. 134,342 -28.9%
2 Long Beach, Calif. 108,944 -19.2%
3 Seattle/Tacoma 105,307 -10.3%
a Virginia 84,847 14.8%
s Oakland, calif. 81,887 -17.9%
6 Savannah, Ga. 75,206 8.7%
72 Houston, Texas 25,619 -34.9%
8 New York and New Jersey 17,405 -27.2%
El Charleston, SC 17,151 2.0%
10 Baltimore, Md. 12,236 51.5%
TOTAL TOP 10 US PORTS BY AG EXPORTS 662,944 _14.1%
TOTAL US AG EXPORTS 730,349 _13.6%
MARKET SHARE OF TOP 10 US PORTS BY AG EXPORTS 20.8%

Source: S&P Global
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Top Ten U.S. Steakhouse & Seafood Chains
Name Annual Revenue | No. of outlets
1|Texas Roadhouse USD4.0B 627
2|OUTBACK USD2.7B 687
3|Red Lobster USD2.7B 653
4|Longhorn Steakhouse USD2.5B 584
5|Ruth’s Chris Steak House USD675.3M 133
6|Bonefish Grill USD588.0M 175
7|The Capital Grille USD558.0M 65
8|Logan's Roadhouse USD471.5M 195
9|Saltgrass Steak House USD427.4M 90
10| Fleming's Prime Steakhouse USD379.9M 70

Source: Nation's Restaurant News
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Los Angeles, Calif. 134,342 -28.9%

2 Long Beach, Calif. 108,944 -19.2%
3 Seattle/Tacoma 105,307 -10.3%
4 Virginia 84,847 14.8%
5 Oakland, Calif. 81,887 -17.9%
6 Savannah, Ga. 75,206 8.7%
7/ Houston, Texas 25,619 -34.9%
8 New York and New Jersey 17,405 -27.2%
9 Charleston, SC 17,151 2.0%
10 Baltimore, Md. 12,236 51.5%
TOTAL TOP 10 US PORTS BY AG EXPORTS 662'944 -14.1%
TOTAL US AG EXPORTS 730,349 -13.6%
MARKET SHARE OF TOP 10 US PORTS BY AG EXPORTS 90.8%

Source: S&P Global
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