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SUPPLY & DEMAND MOVING AHEAD

The USDA beef cutout moved sideways through last week, with a slight firmness in ~ The U.S. Presidential election (Nov 5, 2024) season is swinging into a higher gear
middle meats being offset by lower values for end meats. Consumer beef demand is  with the completion of important state primaries last week. One of the largest
seasonally weak, and packers are cutting back on production to balance the sluggish  issues of every election is how citizens feel about their economic situation, and
demand from wholesale buyers with firming fed cattle prices. Last week’s slaughter  this year, inflation is appearing as the top issue in some surveys. Food in
totaled 583,000 head -16K head smaller than the previous week & 48K under the particular is being cited as a category where consumers are reporting they have
same week last year. It was one of the smallest non holiday slaughter volumes in a  been pinched. Overall U.S. food prices rose 25% from 2019 to 2023. To put that
long time. As a result of slower slaughter, cattle are staying on feed longer & average in context, the 20-year historical level of retail food price inflation is 2.5%,
fed cattle weights are increasing; last Friday, USDA reported average fed beef carcass  meaning that consumers have experienced double the rate of price growth over
weights at 914 pounds, 12 pounds higher than a year ago, and the 2nd highest on  the last 4 years. Although food price growth slowed in 2023 from its fast clip
record for that date. The increase in weights & the slight bulge in feedlot numbers  during the pandemic, voters this year appear to be comparing current food
should translate into larger-than-earlier anticipated beef supplies during Q2, but  prices with pre-pandemic levels. Moreover, according to USDA data through
USDA is still forecasting beef production will contract another 2.4% this year. Fed 2022, the average U.S. consumer spent an average of 11.3% of their disposable
cattle futures markets were digesting the slowdown in slaughter rates, with nearby ~ personal income on food in 2022, reaching levels not seen since the 1980s. In
futures contracts trading choppily last week. Fed live cattle spot prices hovered in 2022, the share of disposable personal income spent on food was divided nearly
the U.S. $1.85 - $1.87/1b. range last week, while the April live cattle futures contract  equally between food at home at 5.62% and food away from home at 5.64%. The
closed just shy of $1.88, the June contract at $1.83 and the August contract at $1.82.  U.S. food-to-total income ratio is near the level of other developed countries but
One interesting trend of late is a noticeable decline in the average weight of feeder  is low compared to developing nations where food expenditures can exceed 40%
cattle and calves entering feedlots. The drop in corn prices is incentivizing operators  of incomes (e.g. Philippines = 42%). Retail food prices only partially reflect
to pull younger animals into feedlots and feeding them longer to target weights. The  farm-level commodity prices, with other costs of bringing food to the market
strong demand from feedlots and dwindling cattle supplies outside of feedlots are  (e.g., processing and retailing) taking a greater % of the total food dollar spent on
driving up calf prices to record levels. Last week, calves in the 500-600-pound range  food in supermarkets and restaurants. America’s total food bill in 2022, the last
were selling for $3.14/1b. liveweight, up sharply from $2.35 per pound this time last  year that data is available, reached U.S. $2.39 trillion. In that year, the average
year. Jan U.S. beef export volume was down YOY 1% from Jan 2023, but total beef household purchased just over U.S. $1,200 in meat, poultry, eggs, and seafood
value surged 9% to $763.8 million, as average per ton export values trended higher roducts, making it the largest food category for at-home consumption.

to main markets South Korea, Japan, Mexico, & Canada. The Jan 2024 export value Price change for major Consumer Price Index (GP1) categories, 2019-23
was the 2nd largest ever for this month (after Jan 2022), a sign of resilient overseas Foreent change
demand, and despite higher prices. e
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2o Grain-fed U.S. beef & grass-fed Brazilian product generally don’t find themselves

1st Qtr 2nd Qtr 3rd Qtr ath atr in direct competition with each other due to the different production systems,

and product attributes. But Brazil casts a big footprint on the global beef trade

STltcEIUSDA/WASDE Marchi2024 carcass wejait eqlialent[oomihier Gal ook o and its market influence is growing with rising exports. Last year, Brazil's beef &
Beef Choice Beef Cutout Value: 11/3/2024 - US$308.88/cwt. (+1% from variety meat exports were record-large reaching 2.26 million tons (USA 2023
5/3/2024) exports were 1.23 million tons) up 1% YOY. Shipments to #1 market China

dropped 3%, but trade was larger with HK, the U.S, Chile, UAE, Russia, and
Saudi Arabia. USDA is forecasting that Brazil’s beef production and exports will
grow again this year, but a slowing of a herd liquidation process that has been in
play since last year could see less overall beef supplies in the 2"d half of the year.
Projected Brazilian beef output this year of 10.835 million tons (USA = 11.9m
tons) would be a significant +11% the level of 2021, with exports in 2024
predicted to account for 26% of total production. There are 2 developments in
the Brazilian meat industry that are being closely watched. First, the country has
undertaken the ambitious goal of becoming free from FMD without vaccination
by 2026; currently, only 5 of its 26 states are now recognized as FMD-free
without vaccination. Brazil says as of May 1, the movement of animals and
products across states that have suspended vaccination and the other states that
still vaccinate their cattle will be restricted. A 2" development, though still in its
infancy, is the increased feeding of Brazilian cattle in feedlots. The conversion of
pastureland to crop land is helping to drive more lot feeding, although USDA
estimates that less than 3% of its herd receives additional feedlot
supplementation. Cattle are fed between 80-120 days, much shorter than the
norm in the U.S. of 150 days.

Processing plant maintenance issues caused a decrease in last week’s total hog
slaughter (2.456 million head), providing support for wholesale pork product prices.
Spot wholesale prices of retail items such as loins and sirloins firmed through last
week, along with pork trimmings prices. Hams were steady to slightly weaker, as
buyers completed buying for the upcoming Easter holiday. Despite firmness in the
cash market, lean hog futures were mixed last week over uncertainty of consumer
demand moving forward. Mild spring weather could support an early start of the
grilling season, but anxiety over high food costs and inflation continues to grip
consumers, especially as the issue becomes the focus of candidates in the upcoming
Nov Presidential elections (see MOVING AHEAD next column). A major processor
announced it would close a 9K head-per-day processing plant in lowa this summer,
and while the move had been expected given the age of the facility, it will raise
concerns about whether the U.S. industry has enough shackle space when the busy
fall run of hogs starts late in the year. U.S. 2024 pork exports have gotten off to a
strong start, with January volumes up 6% from Jan 2023. Gains were made in
shipments to leading market Mexico, along with Korea, Central and South America,
Australia, and Malaysia. In the weekly data, record new U.S. pork sales were
reported to Vietnam during the Feb 23-29 week, while year-to-date exports to
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ACTIVITIES:
Food & Hotel Asia, Singapore: April 23-26, 2024
SIAL, Shanghai: May 28-30, 2024

Source: USDA/NASS & USDA/WASDE, carcass weight, does not include variety meats
Hog Carcass Cutout Value: 11/3/2024 -US$93.51/cwt. (+2% from
5/3/2024)
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expected to be down more modestly early in the year, with the biggest
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Brazil’s Beef & Variety Meat Exports
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