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Note: The next U.S. Meat Bulletin will be published Aug 13.
SUPPLY & DEMAND

The beef cutout struggled to gain traction last week as hot weather continued
to dampen demand. Rib & loin values moved sideways, but most of last week’s
cutout decline consisted of softening in various round items from the
hindquarter, which performed well post-July 4t as ground beef processors
chased lean beef cuts (see GRAPH below). The price spread between lean beef
trimmings (90% CL) & 72% pork trimmings hit an all-time high last week as
cow beef supplies in the U.S. have dwindled, and despite big beef imports into
the U.S. (see TRADE next column). Analysts note that the current spread may be
encouraging the substitution of pork for higher priced beef in some low cost
processed meat formulations (e.g, hot dogs). Analysts also see slim
opportunities for an August beef rally as wholesale beef prices are record high
for this time of year, along with retail prices. Meat processors are trying to slow
harvest schedules to prop up wholesale beef prices, but they continue to be
squeezed by high fed cattle costs. On the live cattle side, both fed and feeder
prices stayed firm last week, despite processors’ attempts to lighten harvest
schedules. Withering heat is expected across most of cattle country this week,
which could stress cattle performance & underpin current price strength. Live
cattle futures moved up through last week, bolstered by the strong cash market
& the positive economic news that U.S. GDP grew 2.8% in Q2. The August fed
cattle futures contract hit its highest level since last September.
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Beef Choice Cutout Value: 29/7/2024 - US$314.81/cwt. (+<1% from
22/7/2024)

Another big jump in spot ham & belly values helped push the cutout higher
again last week. Spot belly prices jumped over 10% week on week, despite
negative news from the fast food industry that customer traffic - and spending
- had slowed in the U.S. Ham prices also continued their seasonal rise as
Mexican import demand stays strong; ham wholesale values in Mexico have
spiked higher in recent weeks. Pork trim (72%) prices, which have been
languishing for several weeks, also jumped last week. The cutout is now at its
highest level since last August, although analysts expect values to seasonally
correct toward the end of August. U.S. pork production grew a 0.3% & 1.5% in
quarters 1 & 2, but USDA is forecasting YOY output rises in quarters 3 & 4 of
5.1% & 4.4% respectively. Lean hog futures followed the cash market higher
last week, with a reduction in hog weights adding more optimism into overall
market psychology. Corn prices have also swooned in the last few trading
sessions on expectations that seasonal rains would temper the negative affects
of recent heat waves. Soybeans, another key input to hog producers, have seen
their prices dip to levels not seen since November 2020. With H1 production
growth modest, the sizeable jump in exports has helped prop up the overall
cutout value. Through the week of July 18, U.S. pork muscle cut exports were up
7% YOY. U.S. analysts have recently been talking up export prospects to China,
where domestic hog inventories have shrunk along with imports, and where
regulators are initiating an anti-dumping case against #1 pork supplier the EU.
Live hog prices in China are now hovering at U.S. $1.20/1b. liveweight, nearly
double U.S. prices. Other analysts note though that recent strong profitability is
incentivizing another round of expansion, which could begin to materialize
early next year. The U.S. still faces an extra 25% duty on its exports.
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Hog Carcass utout Value: 29/7/2024 -US$106.78/cwt. (+3% from
22/7/2024)

ACTIVITIES:
Restaurant and Bar, Hong Kong: September 3-5, 2024

FHC Shanghai Global Food Trade Show: Nov 12-14, 2024

MOVING AHEAD

The National Pork Producers Council (NPPC) the major U.S. hog producer
group, has recently published its state of the industry report, documenting
trends in U.S. pork production, the structure & size of the industry, & major
issues impacting the USA’s 60,800+ hog farms. Perhaps the most important
takeaway is that, while total U.S. hog inventories move up & down cyclically,
the general historical trend has been an increase in total U.S. hog
inventories, with the current total (Dec 2023) of 75.8 million head
representing a substantial expansion from the 59.1 million head figure of
the year 2000. Meanwhile, the number of farms that raise hogs has
decreased by roughly one-half since 1997, with 71% of that decline
occurring in the few years following the hog market crisis of 1997-98. The
average inventory of hogs per farm has increased from 490 in 1997 to
1,214 in 2022, showing that most operations in the U.S. remain of modest
size. As the graph below shows, about 5% of U.S. hogs live on farms with
less than 2,000 head of total inventory; 20% of the inventory is on farms
with 2,000 to 4,999 head, and 75% are on farms with 5,000 or more hogs.
Compared with 2017, there has been a decline in the number of farms by all
3 size categories, although more small farmers have exited the industry
than larger ones. Family-owned farms comprise 90% of all farm types
according to USDA research from 2022. According to the NPPC report, the
value of hog marketings to processing plants totaled $27.2 billion in 2023,
representing the aggregate value of the U.S. pork industry at the farm level.
When upward & downward linkages are included, such as the purchase of
inputs & the activity generated by the marketing of pork to consumers, the
total contribution of the U.S. hog & pork industry to the U.S. economy
reached $62.7 billion last year. Pork export activity has generated over $9
billion in income to those involved in it. While emerging from one if its
worst financial periods in history, the hog industry continues to face
challenges including labor shortages, foreign animal disease threats,
barriers to exports, and marketing regulatory changes in the U.S. that have
hampered interstate commerce of pork. On the positive side, the report
concludes that in just the last several decades, the industry has transitioned
from a commodity-oriented model that relied on family labor inputs, to a
more capital-intensive, science-and-technology-driven industry that is
offering products to a more diverse base of domestic & foreign consumers.
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TRADE

Mid-year beef export carcass price equivalents are higher YOY in the U.S,,
Uruguay, Australia & Argentina, but lower in Brazil & Paraguay (see
GRAPH below). Australia prices are up sharply from their lows last
October - with a big jump in just the last month. Imported beef demand -
mainly from China and the U.S. - have helped push Australian prices higher.
Through May, the U.S. + China have added nearly 350K tons of imports
compared to the same period last year, an increase of 22%. Declines in
Brazilian carcass prices (-20% YOY) are related to robust increases in
production & domestic availability. In addition, China’s appetite for
imported beef, although on a record pace through June, has begun to wane
in recent months. In its latest quarterly forecasts, USDA is forecasting that
global beef production will grow 1% (to 60.8MMT) this year, with Brazil’s
4% jump (to 11.35mmt) offsetting declines by #1 producer the USA. USDA
forecasts China’s production will also increase by nearly 4%, adding to the
current beef prices slump. Analysts at Rabobank predict that global beef
output will moderate during the final 2 quarters of the year, based on
steeper cyclical declines in U.S. output, and a downward correction in
Chinese production.

Beef Carcass Prices
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