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Editor’s note: the final edition of the U.S. Meat Bulletin in its existing format will be published
August 27. Beginning in September, a new version of the Bulletin will be disseminated offering
more data points while maintaining coverage of the latest U.S. red meat industry developments,
all in an easy-to-read digital format. We look forward to your continued readership and
feedback. The U.S. Meat Export Federation thanks you for your interest in U.S. red meats.

SUPPLY & DEMAND

U.S. beef wholesale prices increased slightly last week on steady institutional
demand and Labor Day (Sept 2) holiday pre-stocking. Supermarket meat sales were
strong in July, due in part to consumers turning away from foodservice as growth in
menu prices continues to outpace retail food & overall inflation (see MOVING AHEAD
next column). Historically, the USDA CHOICE cutout value weakens through August
and into September, but with July average U.S. beef retail prices hitting a new record,
questions continue to be raised about consumer affordability and whether wholesale
prices can hold. Last week saw a relatively busy harvest period, with processors
taking advantage of steady beef prices and falling live cattle values. Still, last week’s
slaughter of 602,000 head was down 15,000 head from the same week last year, with
the fed cattle portion making up a larger percentage of the total slaughter as dairy
and beef cow supplies dwindle. USDA’s latest monthly forecasts saw the agency
revise upward its 2024 beef production estimate, with 2024 output now expected to
be down only 0.9% YOY; so far this year, slightly higher fed beef production (driven
by record cattle weights) is offsetting the significant decrease in non-fed (e.g. cow)
production. Next year, beef production will tighten more significantly as herd
rebuilding gets underway: the current USDA estimate is for total 2025 beef output to
fall a significant 4.8%. Spot fed cattle prices and live cattle futures ended last week
lower as market-ready supplies of cattle in feedlots remain ample and processors
send signals that they will trim harvests as necessary to help maintain margins.
December fed cattle futures continue to trade at a discount to cash, an indication that
market players don’t have expectations for an end-of-year rally in fed cattle prices.
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Beef Choice Cutout Value: 19/8/2024 - US$315.55/cwt. (-<1% from
12/8/2024)

After reaching its highest level in nearly a year 2 weeks ago, the pork cutout has been
trending seasonally lower. Declines in spot picnic & bone-in ham values have
accounted for most of the drift lower of the composite cutout value. Last week saw
the largest slaughter volume (2.512 million head) since March. USDA has adjusted its
2024 U.S. pork production forecast lower from last month’s report based on lower
slaughter and dressed weights than previously expected in this Q3. USDA now
estimates 2024 production to be up 2.7% year-over-year (compared to the previous
forecast of +3.1%) to 12.72 million tons, which would be the second highest annual
total after the 2020 record. Year-to-date U.S. pork production is up 1.5% from last
year’s pace, with YTD date estimated hog slaughter was up 1.3%.

Metric Tons U.S. Production
30,000,000
25,000,000 s D2
20,000,000
15,000,000 2.7% +1.8%
% +1.1% % _4.7% -0.9%-4.8%

10,000,000

5,000,000

0
Pork Beef Poultry

02013 m=2019 2020 2021 m2022 w2023 m2024F m2025F

Source: USDA/NASS & USDA/WASDE, carcass weight, does not include variety meats
Hog Carcass Cutout Value: 19/8/2024 -US$97.09/cwt. (-3% from
12/8/2024)

ACTIVITIES:
Restaurant and Bar, Hong Kong: September 3-5, 2024
FHC Shanghai Global Food Trade Show: Nov 12-14, 2024

MOVING AHEAD

With just 76 days until U.S. election day (November 5), the two leading
candidates representing the Republican and Democratic parties have been
locked in a public debate over which party’s policies will improve the livelihoods
for the country’s roughly 245 million registered voters. Polling continues to
show that the economy, and specifically inflation, is among if not the top issue in
voter’s minds. Although unemployment is low, stocks are at all-time high, and
inflation is moderating, consumers continue to display anxiety about how much
higher costs of just about everything is compared to pre-CoVID times. Food costs
are particularly front-and-center this election, with the democratic Presidential
candidate last week stating that she would call for the first-ever federal ban on
price gouging for food and groceries. Citing the meat industry in particular, the
candidate said she would closely scrutinize proposed mergers between big food
companies and direct enforcement resources toward investigating and
prosecuting price fixing. The Meat Institute, the major trade association
representing the U.S. meat processing sector, was quick to point out that meat
price growth has come down and prices reflect free market supply & demand
conditions that exhibit cycles driven by outside factors including energy & labor
prices and animal disease issues (e.g. recent HPAI outbreaks). The Meat Institute
also cited statistics that profit margins in food processing were not high
compared to other industries such as rail transportation, computers and
software. Beef & pork packing profit margins have been in the red this year, and
for many in the industry, over most of the past 2 years. Other economists, both
on the Republican and Democratic side, commented that federal price controls
may prevent sudden spikes in the short run, but run a higher risk of creating
longer-term product shortages - and even higher prices later. In the meantime,
July saw brisk supermarket sales for all food items as consumers - especially
those with lower incomes - cut back on restaurant visits. Overall U.S. food prices
in July were higher than a year ago but the price of eating out increased at a
much faster pace (+4.1%) than that for food consumed at home (+1.1%). Beef,
pork and chicken prices at supermarkets - across all fresh items - are up 4.5%,
3.6% and 0.9% respectively YOY. On the restaurant side, several high-profile
closures by chain operators in recent months is evidence of the strain being
placed on the U.S. foodservice sector by a mix of underperformance issues,
inflation pressures (esp. labor costs), strategic realignments, and cost-cutting
behavior by consumers. New USDA forecasts estimate U.S. food prices will
continue to decelerate, with next year’s growth predicted at +2% for both food
consumed at and away-from-home. Supermarket food prices are forecast to
increase by only 0.7% next year.

TRADE

Since we last discussed China’s hog price increases a month ago, average
national prices have continued rising, making China’s hog carcass ‘inflation’ the
highest among all major producing countries (see GRAPH below). Last week live
hog prices touched RMB 21.30/kg., the highest level since December 2022.
Among other major global producers, hog prices remain mixed compared to a
year-ago. Prices were above a year-ago in Vietnam, Mexico, Colombia and
Chile. Prices were roughly even with year-ago levels in Taiwan and Brazil.
Prices were lower YOY in Korea, but higher in Japan. Prices in the EU were
below a year ago but above the 5-year average. In both the U.S. and Canada,
prices were lower YOY, but roughly similar to the most recent 5-year average. In
China, prices were nearly 30% above the level of a year-ago, but below the most
recent 5-year average, although that average includes the record price levels hit
during the main ASF outbreak. Despite the high profitability of current Chinese
hog farming, producers remain somewhat cautious about the outlook past this
year’s end, especially given the red ink experienced by the industry over the last
few years. The post lunar new year Dalian March 2025 hog futures contract is
trading at roughly RMB 15/kg., a steep discount to current spot hog values of
RMB 21/kg.
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