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SUPPLY & DEMAND

MOVING AHEAD

The USDA CHOICE cutout gained slightly last week on the strength of spot USDA offered its latest view of the world agricultural situation at its 100t
demand for rounds for roasting, with values of the loin and rib primal also  Agricultural Outlook conference on February 15. The livestock industry was
increasing from the previous week’s close. Despite what looked like strength  paying particular attention to USDA’s perspectives on 2024 global supply,
during the weakest demand period of the year, market observers characterized production & price trends for corn & soybeans. USDA’s Chief Economist
last week’s wholesale market as lackluster. New research data from Circana noted that U.S. prices have been trending lower over the last year, driven by
and 210 Analytics showed that despite sticky high prices, consumer willingness  increases in U.S. acreage & yields, and more global competition from Brazil
to pay for beef stayed strong through last year, but new questions are arisingas  for both crops. Specifically, Brazil has been ramping up soybean production
to whether that trend will continue this year. Total U.S. retail beef spending last and exports to historically high levels, despite a slowdown in demand from
year reached U.S. $31.2 billion, with that value rising 1.6% from the 2022 total. its #1 grain import market China. On the corn side, Brazil has surpassed
But total volumes purchased fell 2.3%. While that indicates beef’s pricing the U.S. to become the #1 global exporter, with imports by China last year
power, analysts believe that current wholesale prices should be higher given reaching 12.8 million tons (value = U.S. $4 billion), up from zero in previous
that year-to-date beef slaughter is down 5.4%. Lighter slaughter schedules years. The USA’s falling corn exports to China & other markets may provide
mean less cattle are being marketed out of feedlots to plants, and last Friday’s  a silver lining to U.S. livestock producers in the form of lower feeding costs,
monthly USDA cattle on feed (COF) report showed that the Feb 1 inventory of and that dynamic has been playing out in the U.S. more manifestly over the
total U.S. COF of 11.8 million head was slightly larger than year-ago levels. Even last few months. Cash corn prices hit a 3-year low last month of
though the number of cattle placed on feed during January was down 7% from  approximately U.S. $166/ton, a dramatic drop from $315/ton in mid- 2022.
Jan 2023, an even larger drop was predicted given the prolonged weather- Soybean meal costs - another critical feed input - have dropped from U.S.
related disruptions early in the month. Despite the slightly bearish COF report, $455/ton 3 months ago to the current level of approximately $335.
fed cattle values increased last week and started out this week in a holding According to lowa State University, feed costs per head for an average lowa
pattern. Forecasted mild spring weather & good moisture in grazing areas wean to finish operation have dropped from U.S. $115/head in January
should incentivize herd expansion, which would manifest itself first in a more 2023 to $91/head last month (for hogs marketed in that month). With crop
noticeable drop of cattle moving into feedlots, and a smaller cow slaughter. U.S.  planting in the U.S. still months away, it is difficult to forecast the direction
beef exports are off to a slow start, with shipments through mid-February off of prices moving forward; last week, December 2024 corn futures were
6% from last year’s pace. However, USDA believes global beef demand will trading at the equivalent of U.S. $179/ton, just slightly above current cash
remain firm this year, with little change in import tonnages among major prices, while the Dec soybean meal contract value of $339/ton was also
markets (see TRADE next column). near the current cash price. USDA told its mid-Feb conference attendees
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that lower corn prices will incentivize farmers to reduce corn acreage and
increase plantings of soybeans, even though the current market consensus
is that prices of both crops may continue to drop. For hog producers, lower
crop prices are already translating into an increase in feeder pig prices, an

U.S. Cattle on Feed Inventory
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2019 indication of growing interest in expansion. But USDA’s latest quarterly
—— 020 hogs and pigs report showed that U.S. producer intentions were to farrow
—=—2021 less sows during the 6-month period December 2023 through May of this

—e 2022

year. This remains to be seen, but overall, the current U.S. pork producer
outlook for this year is more bullish than in 2023.
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China remained by far the largest & most influential import market for beef

Beef Choice Beef Cutout Value: 26/2/2024 - US$301.79/cwt. (+2% from last year (see GRAPH below), with total imports - including variety meats -

16/2/2024)

Firming ham & belly prices helped support an increase in USDA’s composite
pork cutout value last week, with Mexican buying interest in hams helping
create bullish market sentiment. Specifically, U.S. export supplies of turkey
meat have been limited in recent weeks, which has helped stimulate pork
demand by Mexican processors. In last week’s U.S. futures market, the April
2024 lean hog contract hit an 8-month high, while live spot hog prices also
increased. Despite last week’s positive movements, the outlook for this year’s
pork market remains cloudy, with new concerns about weak U.S. consumer
demand being somewhat counterbalanced by good news about falling feed
input costs for producers. The Circana & 210 Analytics data cited above showed
that 2023 U.S. fresh unprocessed pork retail sales totaled $6.9 billion last year,
a significant 5.3% drop from the level of 2022, while volumes sold also fell by
3.8%. Perhaps more importantly, sales of major categories of processed meats
were down last year compared to 2022 (see GRAPH below). On the supply side,
lower feed costs are providing some financial relief to producers, and sow

hitting 2.778 million tons, just above the combined total import volumes of
#2 market (USA), #3 (Japan), #4 (South Korea) & #5 Hong Kong. At this
early juncture, it’s difficult to forecast how the world beef trade will unfold
this year, but USDA is currently forecasting global beef trade tonnage to
remain roughly level to that of last year, with increased purchasing by the
USA to be offset by a small decline in Chinese beef imports. The agency does
not see major changes (e.g, +/- 100K tons in trade from 2023 to 2024) in
import tonnages by any other top markets this year. China’s purchase
behavior will no doubt again be the major driving force in the global beef
trade this year, but USDA currently projects a less than 1% YOY decrease in
total 2024 Chinese imports. One sign of weakening Chinese demand has
been the fall in the average price per ton of imported beef, especially frozen
grass-fed product; last year, the average annual per ton value of Brazilian,
Argentinian & Australian beef (excluding variety meats) dropped 25%, 25%
& 16% respectively from 2022. The average per ton value of China’s U.S.
beef imports only fell 3.5%, a sign of the demand resiliency of grain-fed

. . - products..
slaughter has been slightly elevated in recent weeks, a sign that producers are .
trimming herds (see MOVING AHEAD next column) in order to restore more TOP 16 beef 1mp0rters
market balance.
In the fresh pork category, volume sales of loin and rib were down from 2019 with loins down 21% and ribs L0000 Beef & Variety Meat Imports
down 5%; In the processed pork category, both 2022 and 2023 sales of bacon were lower than 2019, and 2023 T - Annual series
sales were also lower than 2019 for smoked ham, franks, and packaged lunchmeat m2018 ®2019 200 W2021 W2022 W2023
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Processed Pork Source: TDM, USMEF, includes HS0206 variety meats, Viet, Egypt, Mexico and Philippines are based on reported
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down 5%; In the processed pork category, both 2022 and 2023 sales of bacon were lower than 2019, and 2023
sales were also lower than 2019 for smoked ham, franks, and packaged lunchmeat

and rib were down from 2019 with loins down 21% and ribs
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Source: IRl Unify, chart does not show all fresh and processed pork categaries
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Top 16 beef importers

Beef & Variety Meat Imports
Annual series
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Source: TDM, USMEF, includes HS0206 variety meats, Viet, Egypt, Mexico and Philippines are based on reported
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