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SUPPLY & DEMAND MOVING AHEAD

U.S. beef wholesale prices ground higher last week as buyers continued to take Clues on the near-term future direction of the U.S. cattle & beef markets
positions in advance of end-of-year holidays. There was notable buying interest were provided in USDA’s latest October 20t cattle on feed report. The
for loin cuts, both by retailers and foodservice institutions. USDA CHOICE New  report showed higher-than-expected total feedlot inventories on October 1,
York strip loin prices trended higher through October and averaged up 3% this and a much larger-than-expected flow of cattle into feedlots during
week to $6.73/1b., the highest since August. Prices were up 15% from last year =~ September. That suggests the pipeline of fed cattle to processing plants will
and up 4% from 2021 as are the prices of most other primals (see TABLE be bigger than anticipated in the coming few quarters. It now looks likely
below). Although the value of the rib primal see-sawed through the week, rib  there could be a bump in the supply of market-ready cattle during Q1 2024
prices are the highest ever for this time of year. At the end of last week, the live from the 700-to-900-pound animals that accounted for most of the
cattle trade also see-sawed, as the market digested the bearish USDA cattle on  placement increase during September, and then a smaller bump in
feed report (COF - see MOVING AHEAD next column). Available spot supplies of marketings during Q2 from the larger-than-expected number of under-700-
fed cattle were tight however, and packers bid up spot prices toward the end of pound animals put on feed during last month. Another big takeaway from
last week despite a crash in futures a few days earlier following the COF the report was the continuing liquidation of female cattle. The YOY increase
report’s release. Although the USDA report suggested that the fed cattle in total cattle on feed was mainly due to larger placements of heifer on feed;
pipeline over the next few quarters may be larger than earlier expected, the specifically, October 1 total feedlot inventories were 71,000 head larger
supply of USDA CHOICE-and-above animals is running below the pace of the than a year earlier with heifer calf placements accounting for 85% (=60,000
last few years and there is analytical consensus that the herd continues to head) of the increase. The number of heifers currently on feed is higher
contract. Last Friday, fed cattle futures still closed down from the previous than a year ago, higher than 3 months ago, and is the largest October heifer-
week’s close, but market optimists helped drive futures higher toward the on-feed number dating back to at least 1996. Heifers currently account for
weekend. A lower slaughter week of 630K head also helped firm market 40% of the total cattle on feed, the highest % since October 2001. Monthly
sentiment as did the latest cold storage report which showed frozen beef stocks  slaughter data through the end of September shows that total female (cows
on October 1 were 20% lower than a year earlier. Year to date U.S. cattle & heifers) slaughter has averaged just under 52% for the past 12 months,
slaughter is down 4.6% while beef production is -5.2%. Moving forward, the the highest 12-month average female slaughter % since August 1986.
market will be watching feeding performance as the first major cold weather of Drought and attractive slaughter cattle prices are both responsible for the
the year hits cattle country. continuation of high female slaughter rates. USDA’s report showed that it is
unlikely that producers this year will be retaining more heifers for new
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The pork cutout ended lower last Friday for the 5th consecutive week as TRADE

production continued to seasonally increase and as demand slowed following . . )

the end of grilling season. The pork cutout is now -13% from year ago levels, Official producftlo'n & trade data ]us_t released f_or the month of September
with year-to-date pork production running slightly ahead of the pace of a year ~Shows that China’s total meat sgpghes for the first 3 quarters of 2023 were
ago at +0.2%. The pork market continues to exhibit bearish overtones as rec_or‘,j large. According to China’s National Bureau of Statistics (NBS),
seasonal production ramps up and demand for items like bacon & deli meats ~ China’s natlonz.il output of pork, bgef, mutton, and poultry during the. Jan-
remains underwhelming. Wholesale pork prices hit their annual high at the end ~ SePtember period ?ea‘ched 69.74 million tons, a YOY increase of 2,63 million
of July, with the USDA pork cutout value reaching U.S. $1.17/Ib. Late last week  tons, or +_3'_9%' China’s pork output totaled 43.01 million tons, an increase
the cutout had fallen to the U.S. $.86/Ib. range. The decline in the primal belly ~©f 1.51 million tons or +3.6% YOY. Beef output totaled 5.09 million tons, an
value of approximately -55% since late July has accounted for two-thirds of the mcrease.of 240,000 tons (+5%), mutton production equaled 3-6_4 ml.HlOl’l
drop in the overall pork cutout value. Bacon producers and retailers took OnS, an increase of 180,000 tons (+5.2%). Total poultry production hit 1_8
advantage of low belly prices in the spring, with supermarkets advertising million tons, a 4% YOY rise. Although weaker macro-economic
bacon specials through the summer months. That drove up demand for bellies ~fundamentals -including consumption - have been cited as reasons for low
in the summer - and then bacon prices - which are now again dampening pork prices and low imported beef wh_olesale prices, the new_Ql-QS data
demand. In July, average bacon prices were 18% cheaper than a year earlier, Shows that supply factors may be partially to blame for sluggish markets.
but the same feature price index last week was +18% from a year ago. In the ~For example, almost 17 million more pigs were marketed during the Jan-
futures market, lean hog contracts have been trending lower for 5 weeks, September period, with the YOY gI,‘OWth rate in hog marketings accelerating
following the weakening cash market. The recent skittishness in the cattle €ach quarter through Q3. China’s total meat & poultry (M&P) imports
futures market is also seen as a factor pushing lean hog futures lower. On the durln_g the 13 quarters were 5.736 mlll_lon tons, +6% fr.om last year's pace.
positive side, total frozen pork stocks in U.S. cold storages as of October 1 were ~Despite growing domestic pork production, the pace of imports during Q1-
-14% year-ago levels. Optimists point out that if there is an uptick in domestic Q3 was +6.4% to 2.1 million tons, while total beef imports of 2.066 million

or international demand, wholesale prices could rebound quickly. tons were +4.6% YOY and record large. China’s beef import activity has
f— vatue= U ana =07 slowed since the record 298K ton-import month of July, but distributors

2019

~—=oz0 claim there are still large stocks of imported beef - especially grass-fed

Tigﬁj South American product - to be worked through.
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BEEF 10/29/2021 | 10/28/2022 | 10/27/2023 YOY Chg | 2023/2021 Chg
Choice 2.84 2.61 3.06 17% 8%
Select 2.63 2.30 2.81 23% 7%
Rib 4.90 4.38 5.17 18% 5%
Chuck 2.32 2.24 2.65 18% 14%
Round 2.56 2.27 2.71 20% 6%
Loin 3.41 3.24 3.77 16% 11%
Brisket 2.53 1.99 2.27 14% -10%
Short Plate 1.76 1.52 1.78 17% 1%
Flank 1.54 1.40 1.36 -3% -11%
50% trim 1.01 0.72 0.84 14% -9%
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China: total meat & poultry production
(Jan — Sept, metric tons)
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