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SUPPLY & DEMAND

Wholesale U.S. beef prices inched up last week as buyers sought to cover supply
holes for last week’s 3-day Memorial Day holiday and positioned themselves for
post-holiday summer demand. There was cautious optimism about holiday
sales as some national retailers ran loss-leader specials on steak cuts and
ground beef. That said, overall demand remains questionable as inflation
concerns chip away at consumer spending behavior (see MOVING AHEAD next
column). Last week’s cattle harvest of over 600K head was sizeable given that
some plants were expected to run light schedules last Friday going into the 3-
day long weekend. Extra poundage is hitting the market due to heavier cattle
weights; last week USDA national data showed dressed steer weights up 32
pounds over a year ago at 923 pounds. Normally, cattle weights decline in the
spring, then increase through the summer, but this year weights have not
registered declines, raising the question of where weights go from here.
Feedlots are holding cattle much longer and to much heavier weights. With
replacement feeder cattle supplies tight, cattle feeders are feeding animals as
long as possible rather than face declining feedlot occupancy. USDA’s latest
cattle on feed report (May 24) showed that the number of feeder cattle entering
lots during April declined 6% from the level of April 2023, while marketings of
fed cattle out of feedlots rose slightly (and when adjusted for the number of
marketing days compared to April last year). The fall in placements and rise in
marketings led to a YOY decline in the total number of cattle on feed as of May 1
to 11.554 million head. The week of May 10 saw heavy U.S. beef exporting
activity compared to previous weeks. Outbound shipment volumes were the
largest so far this marketing year, and new orders placed during the week from
China and Mexico were also marketing year highs. After a slow start to the
year, exports to Taiwan have also accelerated (see orange line below.)
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Beef Choice Cutout Value: 24/5/2024 - US$310.45/cwt. (-1% from
20/5/2024)

A slight softening in ham & belly spot values led to an easing of the overall
USDA composite pork cutout value last week. Loins and rib items for retail also
moved slightly lower. Despite firmness in the cutout, July lean hog futures have
been steadily dropping since late April, mainly due to uncertainty about the
direction of the summer belly and ham markets. Ham values have seesawed
somewhat in part due to volatility in orders from leading export market
Mexico (orange line in GRAPH below). Concerns about the Peso’s strength have
caused some of that volatility. To be sure, total U.S. pork export volumes have
been relatively steady in the 35-40K ton-per-week range since late March, but
Mexican demand plays a major role in determining spot ham values from day-
to-day. Bellies have been another factor influencing the cutout, and the futures
market. Although wholesale belly values are up over 50% from last year, there
is some concern about a slowdown in sales of fast food, a major demand source
for belly bacon. Attractive belly values early in 2023 juiced institutional
demand for bacon in the summer, which then drove up belly prices. There are
questions about whether a similar pattern will play out this year. Through May
16, total U.S. pork muscle cut exports are +5% YOY (volume), with YOY
standouts including Australia (+45%), Colombia (+56%), Korea (+68%) and
the Philippines (+115%).

WEEKLY U.S. PORK NET SALES TO MEXICO
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Hog Carcass Cutout Value: 24/5/2024 -US$99.14/cwt. (-3% from
20/5/2024)

ACTIVITIES:
SIAL, Shanghai: May 28-30, 2024 (Today)
FHC Shanghai Global Food Trade Show: Nov 12-14, 2024

MOVING MAKERS

According to trade reports, Meats by Linz (MBL), a Chicago-area beef
processor that specializes in dry-aged beef for high-end steakhouses, will
open a new 120,000 square foot facility in Indiana, just south of Chicago.
MBL claims to have one of the largest dry age rooms in the U.S. Established
in 1963, MBL was originally known for its skillful purveying of high-quality
beef, pork, and lamb. In 2012, the company’s owners developed its own
supply & sales chain of purebred Angus cattle under the Linz Heritage
Angus program.

MOVING AHEAD

This past Memorial Day weekend saw several U.S. major retailers feature
price reductions on a range of foodstuffs & household goods, including
several summer meat categories. Kroger, the #2 U.S. supermarket chain
after Wal-Mart, offered limited quantities of bone-in UDSA CHOICE ribeye
steaks for U.S. $5.99/1b., a price that appeared to be below wholesale costs.
Target ran specials on a prominent U.S. sausage brand, in addition to
announcing it was reducing prices on 5,000 other items, including milk,
fresh vegetables, coffee, snacks, yogurt, and other goods. Amazon Fresh
has followed suit; the online grocery delivery service, which also operates a
handful of physical stores, said it will offer up to 30% discounts on 4,000
items in-store and online. Although the April U.S consumer price index of
3.4% showed a slight cooling from March, inflation remains stickily above
policymakers’ target of 2%, & U.S. consumer sentiment has fallen to a 6-
month low. Total U.S. retail sales also fell slightly last month, with many
Americans citing inflation and interest rates as factors causing them to rein
in spending. Whether the current price promotions impact the overall
inflation rate remains to be seen. Other categories of expenditures -
especially housing - continue to rise, and consumers continue to complain
that prices of just about everything are up double digits from pre-pandemic
levels. All U.S. food prices are up only 2.2% from a year ago, a major drop
from the 9.9% registered in 2022 and the 5.8% price growth last year. In its
May food price forecasts, USDA’s Economic Research Service predicts that
U.S. food retail prices will continue to decelerate in 2024 compared to the
pandemic years. ERS estimates that CY 2024 food inflation will increase
2.2% with food-at-home prices to rise 1.2% and food-away-from-home
prices to jump 4.2%. Food prices, and overall inflation, are expected to
remain front-and-center general news topics in the runup to the November
Presidential election, as candidates argue the merits of their respective
inflation-fighting strategies. In the latest ABC/Ipsos consumer poll, 88% of
Americans stated “the economy” - the top factor cited - as a determining
issue in their upcoming vote.

TRADE

Early this week, China’s average live national hog price hit its highest level
this year when the Zhue Network index touched RMB 16.84/kg. (U.S.
$1.02/1b.) Optimism has increased about conditions improving for Chinese
hog producers after official statistics show the breeding herd is contracting.
China’s Ministry of Agriculture reported last week that at the end of April,
the number of fertile sows in the country totaled 39.86 million, a decrease
of 0.1% month-on-month and 6.9% year-on-year. Analysts believe the
current price bump is being pushed by an increase in demand for live hogs
by secondary fatteners, who are betting that live prices will continue their
upward momentum in the coming months. The firmness in the live hog is
counter-seasonal, as annual consumption normally hits its nadir in the late
spring. From May through November, pork demand should increase - albeit
slightly - before moving into the peak consumption period at the end of the
year. Another factor that could be contributing to recent firmness is the
decline in pork imports. China’s Jan-April total pork imports of 718K tons (-
30% YOY) were the lowest for the 15t 4 months of a year since 2016, and an
indication that importers are rebalancing imported supplies to match the
flow of product into & out of wholesale markets. China’s leading hog
producer said last week that it had been successful at lowering the average
cost of production to RMB 14/kg. so far this year and could see costs drop
to RMB 13/kg. by the end of 2024, a full RMB 2/kg. lower than the firm'’s
average production cost in 2023.
China: total pork imports 2015-2024
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https://linzheritageangus.com/
https://linzheritageangus.com/
https://www.ers.usda.gov/
http://www.usmef.org.cn/
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