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SUPPLY & DEMAND

Wholesale beef prices have remained steady over the last few weeks, with the
outlook for tighter supplies offsetting concerns about possible weaker
consumer demand. U.S. beef exports, though down YOY in volume terms, have
risen in value as overseas buyers accept higher prices. Last week’s volatility in
financial markets appeared to affect the pork market more than that for beef.
News late in the week that unemployment rose less than expected helped to
stabilize fears that domestic beef demand could drop if the economy started to
turn sour. Last week’s sub-600K head-per-week slaughter also helped put a
floor under wholesale beef prices, although slower harvest schedules have
meant live fed cattle prices have drifted lower in the last few trading days; on a
hundredweight (cwt = 100 pounds) basis, average live fed cattle prices are
down $5.75/cwt. from the all-time set the 1st week of July and are now back to
levels seen in early June. Cattle continue to be held in feedlots longer, due to
both lower feed prices and the realization that feeder cattle supplies will
dwindle further. Average steer carcass weights at the end of July reached 921
pounds, the highest weight for any July ever. Despite financial markets settling
late last week, uncertainty remains over cattle market fundamentals this fall &
winter. This is most evident by the current discount in the December fed cattle
futures contract ($1.79/1b.) to the current spot cattle price (about $1.86/1b.)
One concern is whether sky-high ground beef prices will persist in the latter
part of the year, after the grilling season ends, schools reopen, and consumers
cut back on summer fast food trips.

U.S. Cattle Slaughter

Thousand Head

Source: USDA/NASS and USDA/AMS, last two data points are preliminary estimates

Beef Choice Cutout Value: 12/8/2024 - US$315.83/cwt. (+<1 0 from
29/7/2024)

After rising for several weeks in a pattern similar to the most recent 5-year
average, wholesale pork prices corrected downward last week. All primal
values drifted lower week-on-week. Last week’s slaughter of 2.372 million head
was in line with expectations but came after a busy 2.455 million head harvest
the previous week. That large harvest ended up pressuring wholesale pork
prices through last week, with the sell-off in U.S. equity markets adding
negative pressure. Heavy hog weights are also weighing on prices; average
commercial barrow & gilt weights (currently approximately 210 pounds
dressed) are +1.5% YOY & analysts believe that producers & processors need to
adjust the fed hog pipeline to keep prices from falling further before the
seasonal Q4 ramp-up in production. Year-to-date pork production is already
+1.4% the pace of 2023. Last year, cash hog values turned upward in July and
August, albeit slightly, but analysts are increasingly doubtful that this will be
repeated this year, & before the seasonal slaughter surge begins in early
October. The whipsaw in financial markets - and new talk of recession - raised
questions about the demand outlook for pork, although U.S. pork exports -
representing about a quarter of U.S. pork production - continue to be
supportive (see TRADE next column). Moreover, as mentioned above, equity
markets began to settle from their earlier turmoil earlier in the week, which
could reduce volatility in the near-term pork market. Pork producer
fundamentals continue to be supported by falling corn prices; the average price
forecast for corn for this marketing year ending in August is $4.65 a bushel
compared to $6.54 in 2022. If corn drops to $4 for 2024 (the current price is
roughly $3.92), it would be the lowest since 2019, which was $3.56.
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MOVING AHEAD

A new study of the U.S. pork herd confirms that the once-feared Trichinella
worm that was ubiquitous prior to technological advances in pork
production is absent in commercial U.S. pigs raised under the common U.S.
Pork Quality Assurance+ (PQA+) program. Trichinella roundworms can
cause the parasitic disease Trichinosis, which can inflict abdominal pain,
diarrhea, fever, nausea or vomiting in humans who ingest pork products
that are undercooked or are eaten raw. Anxiety over under-cooked pork
products continues to challenge pork consumption & cooked pork
palatability around the world, as consumers, restaurants & institutional
users still hold the belief that Trichinella is common in pigs. In the recent
study, over 3.2 million carcasses from PQA+ slaughter hogs were sampled
at 12 major processing facilities over 54 months. All samples were
submitted for testing to USDA’s Animal Parasitic Diseases Laboratory in
Maryland. Researchers found no positive traces of Trichinella in any of the
samples. International OIE guidelines consider a Trichinella infection
prevalence of 1 in a 1 million pigs as a prerequisite for defining a population
of pigs as having a negligible risk to human health. The authors of the report
conclude that historical post-slaughter treatments such as individual
carcass testing at slaughter, freezing, heating, or certain methods of curing
are no longer necessary to ensure U.S. pork produced under the PQA+
program is safe. U.S. pork exports still face Trichinella-based trade barriers
by some trade partners. With nearly all 63 thousand U.S. pork producers
certified under PQA+, the trichinosis risk of U.S. products is now proven to
be negligible according to the National Pork Producers Council. Under the
U.S. PQA+ program, producers are certified as practicing a subset of
controlled management parameters that eliminate exposure of pigs to
sources of Trichinella; these biosecurity standards ensure wildlife, rodents,
and contaminated feed do not come into contact with pigs at any time
during the production life cycle. While a very small risk remains with
animals raised under uncontrolled conditions (e.g. free-range
management), pork from such livestock rarely enters large commercial
channels, including those for export. The new study is the largest U.S.
trichinella study ever undertaken and confirms what has largely been
assumed for years. Over a decade ago in 2011, and in recognition of the low
risk of trichinella, the USDA lowered the minimum internal cooking
temperature recommendation for pork from 160F to 145F.

TRADE

The value of total U.S. meat & poultry (M&P) exports to all destinations
during the 1st half of 2024 was up 3.2% YOY, signaling the resiliency of
international demand in the face of a high U.S dollar and weak demand in
China. Total export value reached U.S. $12.5 billion, the 27 highest Jan-June
total after H1 2022 when China M&P imports exploded due to ASF. H1 2024
U.S. M&P exports to China of $1.548 billion places that market as the #4
largest export destination by value so far this year after Mexico ($2.6B),
Japan ($1.8B) and Korea ($1.58B). The volume of total U.S. M&P exports
dropped YOY by 3.7% to just over 4.017 million tons, reflecting 3.6% &
9.5% falls in beef & poultry export tonnage respectively. But while U.S. beef
export volumes have dropped, rising prices have seen values post gains,
with the total value of June 2024 U.S. beef exports reaching the highest
monthly level in 22 months (see mid-year beef export value graph below).
The average June export price per ton, across all U.S. beef products, reached
U.S. $8,740/ton, one of the highest monthly unit values ever. U.S. H1 2024
total pork export tonnage was +3.2% YOY, driven mostly by large YOY sales
increases to Mexico, Korea & Australia. In a larger context, total U.S. food
& agricultural exports for the 1st half of 2024 reached U.S. $87.3B, a slight
1.8% drop from last year’s pace. Soybeans ($9.7B), corn ($7.6B) & beef
($5.2B) remained the USA’s top 3 agricultural exports in value terms during
H1 2024. During H1 2024, the U.S. remained a net agricultural product
importer, with the value of food and related product inbound shipments
totaling U.S. $105.6B. That total excludes U.S. imports of seafood & wood
products, which when added to other agricultural imports, reached just
under $131B. Besides seafood & forestry products, fresh fruit & vegetables
are the USA’s largest agricultural product import categories.
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U.S. Beef and Variety Meat Export Value to Top Markets

January - June Export Value 2020: $3.623 billion, -10%
2021 $4.629 billion, +28%
2022: $5.199 billion, +34%
2023: $4.995 billion, -13%
2024: $5.223 billion, +5%

51,300
51,200
51,100
51,000

m 2020

+5%
3900
3800
s700 +13%
S600
5500 +12% 2021
5400 = 2022
300
2200 4% +1a% 7R +33% 2023
5100 . . i . +12% 8% ” 2024
P 1l 1 A il 3%
0 .
‘&\-?- \b v~
[
&

Million US §

@é & -cv“& v\&
;e 3
W o

-a°

Source: USDA/FAS & USMEF

R www.usmef.org.cn



https://nppc.org/
http://www.usmef.org.cn/



