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SUPPLY & DEMAND

After steady week-on-week gains over the last 2 months, the USDA CHOICE beef
cutout value softened last week on declines in chuck roll & round prices. Inside
round prices dropped last week from historical highs, which had been caused
by a decrease in availability of domestically produced lean trimmings (90%
lean trimmings). Despite last week’s drop in the primal round value, lean 90s
trimmings hit a new record high early this week. Although the start of spring
grilling is around the corner, theoretically offering demand support to steak
cuts, that seasonal shift has yet to fully appear. Last week was the sixth
consecutive week of sub-600K head-per-week harvests, with year-to-date U.S.
beef production down 4.2% from last year’s pace; year-to-date slaughter is
down 5.8%. There was skittishness in the cattle & beef markets as media
reported avian influenza (HPAI) detections in several dairy cattle herds, the
likely result of transmission from infected wild birds. USDA has been
reassuring the public that no milk from infected cattle has entered food chains,
and that further transmission of the virus from cattle-to-cattle or from cattle to
humans was unlikely. The HPAI finding catalyzed a sharp drop in fed cattle
futures late last week and early this week. USDA’s latest (March 22) cattle on
feed report which showed larger-than-forecast inventories of cattle in feedlots,
is adding to the market bearishness. That said, spot fed cattle prices remain
firm in the U.S. $1.86/Ib. (liveweight) range and overall market fundamentals
remain bullish with a dwindling supply of cattle outside of feedlots.
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Beef Choice Beef Cutout Value: 2/4/2024 - US$304.16/cwt. (-2% from
25/3/2024)
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The pork cutout value edged up last week, supported by continued bone-in ham
orders from Mexico and firm demand for bone-in loins and butts. Other primal
values moved mostly sideways. A lower weekly harvest of 2.404 million head
helped support spot wholesale prices. Lean hog futures showed strength before
last Thursday’s release by USDA of its quarterly hog inventory report. and eked
out another gain this Monday. The market was shrugging off the slight
bearishness of USDA’s report, although gains this week have been mostly
driven by a rally in spot belly values. USDA’s report signaled that hog supplies
this summer could ramp up, but analysts see strong consumer demand as being
able to support larger production. There are reports that recent bacon sales
have improved with falling egg prices (bacon-and-eggs are a consumer staple),
in addition to fresh pork cuts such as loins & butts. The pork demand optimists
were also buoyed by data showing large export activity during the week of
March 15. New pork muscle cut sales that week - to all destinations - hit a
marketing year record, with new orders from Mexico hitting the second highest
volume ever recorded and weekly sales to USA’s #8 market Australia also
reaching an all-time high. YTD U.S. pork muscle cut exports are +9%; with pork
exports accounting for % of total U.S. pork production, a 9% increase in
international demand translates into a sizeable 2.3% YOY gain in the total
demand volume for U.S. pork.

U.S. Breeding Hog Inventory on March 1
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2022: 6.15 mil head, -1.1%

2023: 6.15 mil head, +0%
| ‘ 2024: 6.02 mil head, -21%
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ACTIVITIES:
Food & Hotel Asia, Singapore: April 23-26, 2024
SIAL, Shanghai: May 28-30, 2024

2/4/2024 -US$97.13/cwt. (+1% from

MOVING AHEAD

The much-anticipated USDA quarterly U.S. pork inventory report published
last Thursday yielded surprises in showing U.S. hog numbers on March 1
totaling 74.6 million head were 1% higher than a year earlier. The number
of market hogs was also up from a year earlier, an unanticipated outcome
given the financial losses U.S. producers have been experiencing over the
past year. The trade media has been reporting that U.S. producers have
been culling sows & downsizing herds as sow productivity increases.
Although the March 1 total U.S. breeding inventory figure of 6.02 million
head was -2.1% the figure of a year earlier (see GRAPH previous column),
the total number of sows unexpectedly increased from the Dec. 1, 2023,
level. The report suggested higher YOY hog supplies are likely in the months
ahead, with lower feed costs supporting heavier weights and growth in total
U.S. pork production. With U.S. pork production tonnage in Q1 even with
the pace of last year (+0.1%), and with USDA forecasting CY 2024 pork
output will be +2.8%, the pace of U.S. pork production in the second half of
the year is expected to ramp up. That is supported by USDA’s data report
showing the Dec 2023 - Feb 2024 pig crop totaled 33.1 million head, a 2%
increase from last year; hogs farrowed early in the year will mature
beginning in the mid-summer months. The number of pigs saved per litter
from December-February reached 11.53, up 4.6% from the previous
quarter and a record for a Dec.-Feb. period. Overall, the report showed the
U.S. industry in a more expansionary trend than anticipated, a surprise
given the doom-and-gloom prognoses that have characterized analyst
comments in the recent past.

March market hog inventory up nearly 1% year-over-year

2022: 67.1 mil head, -1.3%

2023: 68.0 mil head, +1.3%
U.S. Market Hog Inventory on March 1 2024: 68.6 mil head, +0.8%
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TRADE

China imported 536K tons of beef and beef variety meats during the 1st 2
months of 2024, up a sharp 25% from the record Jan-Feb pace of last year.
The increase was unexpected as some in the trade believe imported beef
stocks remain high, while overall demand remains muted. That said, official
numbers show national catering receipts up YOY, an indication that the
economy continues to recover. The surge in Jan-Feb imports comes after
total Chinese beef imports in CY 2023 increased only 2% over the 2022
volume to 2.37 million tons. Although that was a record annual volume, the
YOY increase was the lowest in 10 years. During both the Jan-Feb 2023 &
2024 periods, Brazil & Argentina accounted for 64% of total imports by
volume. As import volumes surged during the 1st 2 months of the year,
prices softened, especially of grass-fed South American product. The
average per ton value of muscle cut imports - from all sources - during Feb.
of U.S. $4,737 /ton was the lowest since March 2021 (see GRAPH below). On
the pork side, Chinese imports have been falling both in terms of volume &
value. Jan-Feb 2024 total pork imports of 334K tons were down 40% YOY,
with the total roughly equaling the Jan-Feb pace of pre-ASF 2018 & 2019.
The average per ton pork import value - from all suppliers - in Feb of U.S.
$2,099/ton was the lowest monthly amount since June 2019.
China beef muscle cut monthly average import value
(USD/ton)
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Correction: last week, we stated that the U.S. exports 28% of the total
value of edible beef by-product production. USMEF estimates that the
figure is closer to one-half.
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5 U.S. Breeding Hog Inventory on March 1

2022: 6.15 mil head, -1.1%
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2024: 6.02 mil head, -2.1%
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March market hog inventory up nearly 1% year-over-year

2022: 67.1 mil head, -1.3%

2023: 63.0 mil head, +1.3%
. U.S. Market Hog Inventory on March 1 | 2024: 68.6 mil head, +0.8%
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China beef muscle cut monthly average import value
(USD/ton)
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