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Editor’s Note: The next edition of U.S. Meat Bulletin will be published
February 20, 2024. We wish all our readers and their families a happy and
prosperous Year of the Dragon.

SUPPLY & DEMAND

Wholesale beef prices were largely steady-to-slightly weaker through last
week, as seasonally weak demand patterns set in. Buying activity was hand-to-
mouth as large supermarket buyers remained cautious about demand due to
overall high retail prices. Average retail beef prices fell in December month-on-
month, but pork & chicken fell faster, widening the gap between the competing
proteins. Lean trimming prices have surged since the beginning of the year as
cow slaughter has declined, with further declines expected as the year
progresses. USDA’s latest cattle inventory report confirmed that the U.S cattle
herd shrunk significantly last year, and across all categories of animals (see
MOVING AHEAD next column). Both feedlot operators and processing plants
are bracing for a dwindling cattle pipeline ahead, especially if the cow-calf
sector starts holding back females for breeding. Although cattle on feed
numbers remain somewhat elevated, supplies of cattle available outside of
feedlots dropped by a sizeable 4.2% last year (see GRAPH below). Fed cattle
prices are projected to further escalate this year, which will challenge
processors especially if demand for beef weakens. Industry analysts CattleFax
(CF) projects 2024 fed steer prices will average U.S. $1.84/Ib. this calendar year
(liveweight) compared to $1.75/1b. in 2023. CF estimates feeder steers (800
pounds) will cost $2.40/1b., up $0.20 per pound from 2023. In the next several
weeks, live fed cattle & futures prices may seesaw, as beef packing plants try to
trim their slaughter schedules due to poor margins. Although there is only a
month of data available, U.S. beef exports through the end of January (muscle
cuts only) were off to a slow start, with volumes shipped to all markets -10%
from the pace of last year.

Supplies of cattle available to enter feedlots in 2024 are
down 4.2% year-over-year
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2022 26.0mil head, -0.5%

Supplies of Cattle and Calves Outside of Feedlots® on January 1
2023:25.5 mil head, -2.7%
z024:24.2 mil head, -4.2%

2019: 26.5 mil head, +1.6%
Source: USDA/NASS
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The composite USDA pork cutout value moved sideways last week, as small
gains in the ham, belly & rib primal were offset by slight declines in picnic, butt
and loin values. The pork cutout has started off on a strong note this year, with
most analysts believing that the gains to date are more due to weather-related
disruptions to the live hog supply chain than a pick-up in demand. A nearly
40% gain since the beginning of the year in spot belly prices accounts for a
large part of the overall appreciation in the cutout (see TRADE next column).
This coming Sunday’s Super Bowl match - the most watched TV broadcast of
the year - will help marginally on the demand side as households stock up on
pork-based cold cuts, hot dogs & sausages, and pizza chain restaurants gear up
for a surge in take-away orders. On the production side, the year is not off to a
good start. In the 3 week of this January, weaned feeder pig (40 pounds)
prices, a proxy for the sentiments of hog raisers, were 50% lower than the same
week in 2023. Estimated average producer returns last December were -$16.50
per head, the 16t consecutive month of losses. On the positive side, the average
hog feed bill for producers was -19.4% from a year earlier, and the lowest since
March 2021. The small silver lining on the feed cost side is factoring into the
recent gain in lean hog futures, with the April contract trading at a 4-month
high last week. A modest pre lunar New Year rally that saw Chinese live hog
prices appreciate 17% (from RMB 14.16/kg. to 16.59/kg.) in the 12-day period
ending last Friday may be adding optimism. Weekly data shows total U.S. pork
muscle cut exports through the end of January were down 5% from last year’s
pace.
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MOVING AHEAD

USDA released Jan 1 cattle inventory figures last week, and they confirmed
the contraction of the U.S. herd continues. Total U.S. cattle and calves of
87.16 million head was 1.9% below Jan 1, 2023, levels, and the lowest
figure since 1951. The number of beef cows fell 2.5% YOY (see GRAPH
below) while year-beginning heifer replacements, the engine of future re-
growth in the U.S. herd, touched 4.93 million head, a 10% fall from 2 years
earlier. Because it takes 2+ years to raise a replacement heifer which can
then calve, the lower heifer replacement number will translate into a
smaller calf crop and thus further declines in total slaughter this year and
2025 as well. While this may sound dire, U.S. beef cattle productivity
continues to improve, meaning on average one fed cattle is now producing
much more beef than just a decade ago. And although USDA'’s latest forecast
projects 2024 beef production to be the lowest since 2016, estimated
record average fed cattle weights will help offset some of the decreases in
slaughter. Based on the current supply of cattle in feedlots, U.S. beef
production is expected to be down only slightly in the first half of this year
(as fed beef production holds close to year-ago), but then start to contract
more significantly in the second half of the year and into 2025. The
slaughter decline will also be driven by the re-start of herd rebuilding,
especially given the growing incentives of high cattle prices and improved
forage conditions (i.e., less forecasted drought). In summary, USDA’s latest
report showed liquidation continued through 2023, and beef production
may not show YOY increases until 2027, but the seeds of the expansionary
phase of the next cattle cycle are now about to get underway.

Beef cow inventories have been decreasing from the cycle peak of 31.7 mil head in 2019 and for

January 1, 2024, beef cow inventories totaled 28.2 million head, down 2.5% year-over-year and
down 11% from 2019

U.S. Beef Cow Inventory on January 1
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TRADE

Those following the U.S. pork wholesale market are aware that fluctuations
in the belly primal value are one of the big movers of the weekly composite
USDA pork cutout value - an index for the overall U.S. wholesale pork
prices. Belly values can show large week-to-week changes (see GRAPH
column 1), mainly because most bellies are sold under contract to bacon
processors & the supplies that trade on the spot market are thin. Another
development is that major hog packing companies are building their own
bacon production capabilities, meaning that a greater % of belly production
is further processed internally & not traded in the wholesale market. For
example, Tyson Foods has just opened a new U.S. $355 million 400,000
square foot bacon plant in Kentucky. Tyson says it sells U.S. $1 billion in
bacon per year. Most bellies cut from U.S. hogs go into bacon production,
with an estimated 1.18 million tons of the product manufactured annually.
Surveys show that 270 million Americans are regular bacon consumers, and
annual per capita U.S. bacon consumption is high at nearly 8 pounds per
person The strength - and profitability - of the domestic bacon business is
the reason why relatively few bellies are in the U.S. pork export mix. U.S.
bacon exports are also modest, and most of the 30-35K tons per annum the
U.S. has shipped internationally over the last 10 years has gone to
neighbors Mexico & Canada (see GRAPH below). Exports to Asia are
modest, with main markets being Japan and Korea.

U.S. bacon & bacon products exports 2013-2022; Jan-Dec
(volume: million tons)
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ACTIVITIES:
Food & Hotel Asia, Singapore: April 23-26, 2024
SIAL, Shanghai: May 28-30, 2024



http://www.usmef.org.cn/

X E A m #F A

2024fE2H 6 H

F+5%E2.18

GAHEEID ¢ THI (EERIEATH) FRF 2024 4 2 / 20 HE77 © HifE
BB B RERN — 1 ELPHIERR] » BT

EIVASEER S

A, BEESWHEEEERBER DI, kSRR EATE E /N
MEER . BT EBAERENER R, KB EZNFREFEES
B, WTEshinRgE R, 12 AR THERENEIALL TR, B3
WA FREER, SR T RmPFEARZMPZEE. HSFEEYLL
K, HTRAEREE TR, ERERMEITE, P Bl W 3R,
B — b TR, 2 ER I EH 2R AR R IR SE, £EE
E A KA E R RIER D GEsRZLE) » BESHEE
B 52 | #AE R AR R B D U v A, R 2 SRR 2t
ATV IR B R A SR g . RE B IR A BRI R A BT,
BEEF IR USMOERAR ERIE FRET 4.2% CLFED o Wit
ASEHEE M0 L, XX Mg, RS
TSR AT AR T A5 L N o AT M)l CattleFax (CF) Tiit,
2024 FEHRTPHMFG N 1.84 £T/BE GEE) , i 2023 £H
1.75 E50/F. CF {4124 (800 %) MiAN 2.40 Eio/%, &
2023 AR LK 0.20 FEro. EEEFRMJILAN, BHTFIEAE,
AR REEIEE SR, R AR R A T RE S LR B .
RERE—AHEEE, A& 1 ARMEESRAHB D (RS
#m>%ﬁ%r,LﬁﬁﬁmﬁmﬁiwfﬁwﬁFthw

Supplies of cattle available to enter feedlots in 2024 are
down 4.2% year-over-year
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Beef cow inventories have been decreasing from the cycle peak of 31.7 mil head in 2019 and for

January 1, 2024, beef cow inventories totaled 28.2 million head, down 2.5% year-over-year and
down 11% from 2019

U.5. Beef Cow Inventory on January 1
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U.S. bacon & bacon products exports 2013-2022; Jan-Dec
(volume: million tons)
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