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SUPPLY & DEMAND

Wholesale beef prices moved higher last week as cold weather throughout
cattle country disrupted the marketing of animals to feedlots and the delivery
of beef to stores. Values of all beef primals moved higher except ribs, where
weak seasonal demand continued at the institutional level. Conversely, spot-
bought chucks, rounds, thin meats & trimmings all posted strong gains week-
on-week. Last Friday ended the 4t consecutive week of shortened slaughter
plant activity, worrying cattle producers that animals would continue to back
up in feedlots. Last Friday’s USDA monthly cattle on feed (COF) report showed
that the total number of COF as of Jan 1 stood at 11.93 million head, +2.1% from
a year earlier. The number of cattle placed on feed during last December was
also up 2% from December 2022, but was lower than last November, providing
an indication that the heavier-than-expected placements in previous months
were now again moving downward. The marketing pace of cattle to packing
plants was down in December YOY, but within analyst expectations. Still, the
Jan 1 inventory of cattle on feed for over 150 days totaled 2.27 million head, up
14% from last year and up 17% from the previous 5-year average (see arrow in
GRAPH below). Cattle & carcass weights are also near record highs (see
MOVING AHEAD). Overall, the drop in placements in December compared to
November provided some confidence that the bubble in feedlot inventories
would shrink in the months ahead, returning a balance to the flow of cattle
through the supply chain, and helping to put a floor under live fed cattle prices.
Moreover, U.S. weather is turning warmer this week, which is helping
normalize cattle marketing conditions. Recent moisture in the southern plains
will incentivize grazing, which should reduce the flow of cattle into feedlots as
the spring progresses.

Estimated Inventory of Cattle on Feed Over 150 Days
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Beef Choice Beef Cutout Value: 22/1/2024 - US$298.67 /cwt. (+3% from
12/1/2024)

Like for beef, cold weather across the nation challenged the logistics of moving
pigs to slaughter plants and pork to end-users, causing spot wholesale pork
prices to firm through last week. Nevertheless, the industry managed to
harvest a robust 2.652 million head, the 1st week this year without any holiday
disruptions. Large upticks in the spot values of ribs and bellies helped drive the
cutout higher, while only the picnic primal experienced a week-on-week drop.
Strength in the cash wholesale pork market has helped pull up lean hog futures
off their lows earlier in the month, but the nearby February and April contracts
moved lower toward the end of the week as slaughter plants ramped up
production following the inclement weather. On the potential positive side for
U.S. pork producers, Chicago Board of Trade soybean futures fell to near a 2-
year low on Wednesday while corn futures hit a 3-year nadir (see 1-year
GRAPH below). Lower grain prices will help reduce producer break-evens,
which have been consistently above cash hog prices for most of the last year-
and-a-half. On the trade side, export activity was strong during the 15t full week
of January according to weekly USDA data, and November monthly trade
statistics show that although trade with China has been sluggish due to record
domestic output there (see TRADE next column), overall exports stayed strong
last year due to higher purchasing by Mexico, Colombia, and Central
American markets. Buying activity in Korea also accelerated toward the end of
last year.

CBOT corn futures: 1 year
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Hog Carcass Cutout Value: from

12/1/2024

ACTIVITIES:
Food & Hotel Asia, Singapore: April 23-26, 2024
SIAL, Shanghai: May 28-30, 2024

22/1/2024 -US$90.17 /cwt. (+5%

MOVING AHEAD

The average weights of U.S. slaughter cattle - especially grain-fed steers -
show noticeable seasonal fluctuations, with summer slaughter weights
noticeably below those in the winter months. Cattle growth in feedlots is
generally better in the spring and summer months, leading to higher
finished carcass weights in the fall & early winter. Slaughter weights then
normally trend lower during the 15t months of the year due to the impact of
frigid weather during the coldest part of the winter. In addition to this
seasonal factor, there is a clear long-term trend of rising average cattle
slaughter and dressed carcass weights (see GRAPH below). Changes in
genetics & breeding practices have resulted in a U.S. cattle herd comprised
of heifers and steers that have higher growth rates and higher feed
conversion efficiencies than livestock 50 years ago. Moreover, in the past,
packing plants discounted heavier animals because such livestock often
exhibited high fat content and consumers and restaurant operators were
averse to purchasing beef cuts with excessively large surface area, as they
would have to be cut thinner to hit a target weight. But packing plants
realized that heavier carcasses yielded more salable beef for the same plant
operation costs while consumers and foodservice operators adjusted to
larger cuts. As a result, the weight threshold for discounts has been raised,
and with high beef prices, everyone in the industry benefits from being able
to produce more beef per animal. Last fall, with retail beef prices in record
territory, average dressed steer weights have also hit records, with the
average touching 940 pounds last month. For all of 2023, the weight of an
average steer was 908 pounds, the 2n highest year on record. From January
through October of last year, high grain prices discouraged feedlotters from
keeping animals on feed, but after grain prices began to drop after last fall's
harvest, the cost of grain dropped, incentivizing feeders to add more days to
feeding programs. Analysts expect weights to remain elevated through the
early part of this year, but as the total U.S. cattle herd size continues to fall,
packing plants may pull animals forward into their facilities to maintain
operational capacity. If slaughter plants get more aggressive about sourcing
cattle, average weights could drop in the latter part of the year.
Nervertheless, there is no indication that the long-term trend toward larger
animals will end.

F.I. Steer Annual Dressed Weights
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Source: USDA-NASS, Livestock Marketing Information Center

TRADE

According to just-released data from China’s National Bureau of Statistics,
the country’s total pork production reached 57.94 million tons last year, a
sizeable 4.6% YOY increase and the 2"d highest tonnage ever after 2014’s
total of 58.2 million tons. The rise was driven by improved herd health
management, increased sow productivity, a drive by the largest producers
to increase market share, and the rush to expand the herd during Q3 & Q4
2022 when the live market hog price was high and production profitable.
China’s pork imports last year - including variety meats - totaled 2.71
million tons, a 5.7% YOY decrease equivalent to a 150K ton fall. Given that
pork production grew by 2.5 million tons & pork imports overall remained
large historically, China’s total pork supplies last year were record large.
China’s hog producers - like those in the U.S. - were challenged last year by
high costs and low prices with estimates of average per head losses
throughout the year ranging from roughly U.S. $10 - $30. On Jan 12, USDA
issued its latest global forecasts for livestock & poultry markets, and they
estimate China’s pork output will fall 3% this year due to weak
consumption.
China Quarterly Pork Production
(volume: million tons)
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China Quarterly Pork Production
(volume: million tons)
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