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SUPPLY & DEMAND

U.S. corn prices, following news about expanding drought in Brazil.
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FHC Shanghai Global Food Trade Show: Nov 8-10, 2023

After languishing through the 1st half of October, beef wholesale prices moved
upward through last week, albeit slightly. Buyers continue to be cautious about
year-end demand prospects but took positions last week in expectations of
tighter beef supplies ahead. Prices firmed despite a larger slaughter week of
638K head, up from 617k head the previous week. Last Friday’s USDA’s cattle
on feed report surprised the market, showing October 1, 2023 feedlot
inventories had increased 0.6% from the year-ago level to 11.6 million head,
the 1st time since September 2022 that the COF inventory had risen YOY. The
inventory was larger than expected due to higher-than-expected placements of
cattle into feedlots during September. To be sure, placements were expected to
be rise YOY based on dry weather pushing more feeder cattle into feedlots in
addition to increased imports of feeder cattle from Mexico and Canada. The
higher placements number, coupled with lower movements of cattle out of
feedlots to plants, is creating a backup in the fed cattle pipeline; the number of
cattle on feed over 120 days of 4.3 million head on Oct 1 was 4% higher than
last year and up 6% from the previous 5-year average. USDA’s report also
showed that the number of heifers on feed remains high (see GRAPH below), a
sign that cow-calf producers have yet to begin to retail heifers for herd
expansion. Last Friday’s bearish news from USDA coupled with skittishness in
financial markets caused fed cattle futures to fall sharply yesterday, with feeder
cattle futures continuing a decline that started a month ago. Feeder cattle
futures were also negatively impacted by a sharp rise at the end of the week in

Beef Choice Beef Cutout Value: 23/10/2023 - US$304.54 /cwt. (-<1% from

The 20 largest slaughter week of the year yielded larger pork supplies, which
weighed on wholesale pork prices. Ample supplies from last week’s 2.61
million head harvest pushed ham prices lower, as well as butts and bellies. Spot
values for retail loin items also weakened. Heavy bone-in ham prices settled
near the U.S. $0.80/1b. level at the end of last week, the lowest level since May,
and -27% from last year (see GRAPH below). Pork price declines have been
expected with the seasonal ramp-up in slaughter activity. The near-term
bearish sentiment drove the value of the December 2023 lean hog futures
contract to a new low last Friday. After returning to profitability during July &
August, U.S. pork producers are likely to experience deteriorating margins
through the rest of Q4 & into Q1. However, with the harvest underway for what
will be the USA’s 31 largest corn crop ever, producers can look forward to
significantly lower production costs next year; last week, December corn
futures hovered near the U.S. $4.80/bushel level compared to the $7.00 prices
observed a year earlier. U.S. pork exports continue to be strong, with total YTD
muscle cut export volumes through the week of October 12 up 6% YOY. A new
report by European analysts painted a bleak picture for EU pork production &
trade this year, raising issues of longer-term EU pork export competitiveness
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MARKET MAKERS

The Catelli Brothers Family of Foods, which claims to be the largest
vertically integrated veal and lamb company in North America, is
purchasing the veal & lamb business of Wisconsin based Strauss Brands.
Both Strauss and Catelli have long traditions in the U.S. meat industry with
the Strauss family commencing operations in 1937 and Catelli just 9 years
later in 1946. Strauss says the sale will allow it to focus on its grass-fed beef
production. Catelli is part of the Canadian based conglomerate Préval AG.

MOVING AHEAD

Keeping African Swine Fever (ASF) out of the U.S. remains the U.S. pork
industry’s #1 priority. The National Pork Producers Council (NPPC) has
recently made fresh appeals to U.S. lawmakers to extend & expand funding
for ASF for prevention and preparedness, while reiterating that an outbreak
would be catastrophic to the entire U.S. agricultural sector. lowa State
University estimates that an ASF outbreak in the U.S. herd could cost the
U.S. pork industry more than U.S. $75 billion over 10 years, with major
spinoff impacts including declining U.S. feed grain usage and thus lower
grain prices. U.S. pork exports, worth U.S. $7.7 billion would stop
immediately, causing a collapse in the domestic pork market. In 2021, ASF
was detected in both the Dominican Republic and Haiti, just several
hundred nautical miles from the U.S. territory of Puerto Rico. Since then,
the USDA’s Animal & Plant Health Inspection Service (APHIS) has been
aggressive in preventing ASF from reaching U.S. shores, and earlier this
month, celebrated 2 years of prevention success, while noting that risks
remain. The agency has surveyed all known Puerto Rico swine premises,
collecting over 9,600 samples. APHIS also continues to conduct surveillance
for ASF in swine in the mainland United States, with 6,000 tests conducted
since 2021. Moving forward, the pork industry will focus on enhancing
traceability, as at any given time in the U.S, nearly 1 million hogs are in
transit. Of particular interest are tightening up monitoring of show pigs
(e.g., those exhibited at agricultural fairs), culled animals and breeding
stock. APHIS is also increasing monitoring of feral pigs, especially in the
southern U.S. APHIS claims it has also increased the inspection of inspection
of passengers and products arriving from ASF-affected countries. ASF
outbreaks have been reported in 50 countries, including most recently
Sweden which reported its 15t case on September 7.

TRADE

European pork export prices through the 1st 7 months of the year were the
highest among major exporters as regulatory uncertainty and disease
outbreaks led to sharp declines in production. According to a recent report
by the European Commission, EU pork production through the 1st half of
2023 was down 8.6% YOY, with full year output expected to drop 6.6%
from 2022. H1 output was sharply lower in major pork producers Germany (-
9.4%), Denmark (-21.5%) and Spain (-5.8%). A beneficial downward
correction in feed costs and a rebound in hog prices have improved recent
producer profitability, which should see total EU pork output increase
modestly in 2024, but next year’s production is still forecast to be the 2nd
lowest since the year 2000. EU hog prices have been easing since July and
are now up just 6% YOY from last year. On the trade side, EU pork exports
are forecast to drop 16% in 2023, then rebound 5% in 2024. If the
projections are correct, export volumes in both years would be the smallest
since 2015. Exports are estimated to account for 16% of production this
year and 17% in 2024, down from a high of 21% in 2020 and 18% in 2022.
Lower EU production & consumer inflation concerns have caused EU pork
consumption to drop, with more households substituting poultry for pork.
Pork is still the most consumed meat in Europe, but this year’s estimated
per capita poultry consumption of 24.4 kgs. per capita is catching up to
what will be record low pork intake in 2023 of 30.4 kg. In its most recent
global livestock update, USDA noted a major shift in market shares among
global meat & poultry exporters, with Europe experiencing a secular decline
while Brazil gains share.
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