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SUPPLY & DEMAND

The beef cutout closed last Friday mostly steady with the previous week’s
close. The market mood was mixed; retailers are looking to increase
inventories due to increased demand for home meals due to the coronavirus,
plus seasonal grilling demand as spring approaches. On the negative side, the
coronavirus is seen as a negative to foodservice demand. Large event
catering would be the first to feel the effects. For example, Boston has
announced it will cancel its St Patrick’'s Day (March 17) parade. Brisket
demand usually jumps prior to St Patrick’s Day but wholesale brisket primal
values have been falling and are substantially below the most recent five-year
average (see GRAPH below). On the cattle side, the free fall of broader equity
markets has caused both live fed cattle prices and futures to swoon. To be
sure, buying and selling has seesawed, with players viewing the market from
different perspectives. Low futures prices are enticing for processors,
retailers, food service, and exporters who can lock in low cost beef supplies.
On the other side are market bears who have been in a panic selling mode for
a range of commodities due to growing uncertainty over the coronavirus
impact on the U.S. economy. But bears are currently holding sway. As of last
Friday, live fed cattle prices had dropped 8.9% in the previous 7 weeks to the
lowest early-March level since 2011. Futures have experienced a sharper fall;
yesterday’s April fed cattle contract of $102.85/cwt was down 17% from the
level of Jan 23. 1If there is a silver lining in the market rout, it is that
processing plants are enjoying record high margins for this time of year and
are harvesting large volumes of cattle, which is helping to keep the large
cattle on feed supply from backing up. And boxed beef prices were steady
last week, a positive sign given larger supplies; U.S beef production is up 3.3%
from the beginning of the year. Last week saw 647,000 head of cattle
processed, up 3.2% from last week and up 6.6.% from the same week last
year. Live slaughter weights were 1,379 lbs., up 35 pounds from the same
time last year, indicating that the cattle and beef industries need aggressive
slaughter schedules to keep the market current and supply and demand in
reasonable balance. U.S beef exports have been strong, but last week’s export
and sales report indicated a slight downturn in the pace of Asian beef
purchases, though one week of data doesn’t make a trend (see TRADE next
column.
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The pork cutout value eked out another gain last week despite bearish
coronavirus news, large slaughter levels, and heavy hogs. Hog futures, after
rallying for 5 straight sessions last week, were caught in the broader equity
and commodity market selloffs to close lower yesterday. The reasons for
pork’s firmness in the current bear market are difficult to discern, but one
bullish piece of news is that a larger volume of U.S. pork is starting to clear
Chinese customs at lower duty rates after importers were granted duty
exclusions starting early last week. Those exclusions will last for one year
according to Chinese customs authorities. Ports are also operating more
smoothly in China, and USDA’s weekly sales report covering Feb 20-27
activity showed large shipments of U.S. pork to China, and during one of
China’s most challenging weeks battling the coronavirus.
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MOVING AHEAD

U.S. meat industry leaders are calling for a more aggressive messaging
approach in the face of growing competition from plant-based meat
alternatives (PBMA). The recent annual Power of Meat study found that 50%
of U.S consumers that regularly consume PBMAs do so for their perceived
healthiness while 36% believe they are a good source of protein. In a past
issue, we mentioned that on a cost-per-serving basis, most raw meat and
poultry is priced lower that PBMAs with an equivalent protein content. Last
fall, the Washington Post concluded that on a pound-for-pound basis, an
Impossible Burger (IB) was priced 4X that of ground beef. Moreover, a four-
ounce IB contains 19 grams of protein while 3.5 ounces of lean ground beef
has 26 grams. But it is not just the protein quantity that is important.
Nutritionists and meat scientists point out that the quality of protein in meat
and PBMAs differs significantly. Comparatively evaluating the nutritional
benefits of meat vs PBMAs requires an analysis of amino acid content and
bioavailability or digestibility. When eaten, protein is broken down into
amino acids, which are essential for almost every metabolic process in the
body. There are 9 so-called ‘essential’ amino acids that must come from food.
However, while animal proteins tend to contain a good balance of all the
amino acids that we need, some plant proteins are low in certain amino acids,
such as methionine, tryptophan, lycine and isoleucine. Another, leucine, is
believed to be a key driver of muscle protein synthesis. In general, animal
proteins have a higher proportion (9-13%) of leucine than most plant
proteins (6-8%). Meat also contains the key amino acids of collagen, the most
abundant protein in the human body, and one that maintains the healthiness
of hair, nail and skin tissue. Numerous studies have concluded that high-
quality and complete protein consumption optimizes protein metabolism at
both the whole-body and skeletal-muscle level, and that consuming high-
quality protein is of high importance in elderly people, where protein
synthesis is lower. Science has also established that the digestibility of
animal vs plant proteins is higher and faster. The challenge for the industry
moving forward is to convey these scientific messages to a broad consumer
audience and in a way that can be easily comprehended.

TRADE

Red meat and poultry traders around the globe continue to focus intently on
potential business disruptions due to the spreading coronavirus. In China,
the epicenter of the outbreak, the number of new infections continues to fall
daily, with new cases outside of Hubei province dropping into single digits.
But although some restaurants have reopened their doors to dine-in
customers, traffic remains weak as many in the population continue to
practice social distancing. This has led to pile-ups of proteins in major
regional wholesale markets & cold storages and slowed the flow of containers
from ports to inland freezers. Foodservice traffic has also plunged in Korea
and Japan as the virus has spread. Unfortunately, the release of monthly
trade data is lagged 4-6 weeks depending on the market, but analysts in the
U.S. are closely watching USDA’s Export Sales figures for clues of changes in
shipment and foreign sales activity. Last Thursday’s report covering exports
for the week ending February 27 provided a mixed picture. While both pork
and beef export shipments (data is only for muscle cuts) for the 1st 8 weeks of
the year have been strong (up 87% and 38% respectively year-on-year), new
U.S. beef sales during the week ending 2/27 were -8% from the previous
week and -26% from the prior 4-week average. New reported sales to Japan,
Korea and HK all noticeably dropped from previous weeks, but were up to
Taiwan, an area where local foodservice was also sharply affected by
coronavirus fears in early February. Both pork exports and sales continued
strong during the final week of February, with shipments to China of 17,530
tons being one of the largest weekly volumes ever. Outstanding sales to
China for this year (product sold but not yet shipped) exceeds 195 thousand
tons. Despite CoVID-19, China remains short of pork due to ASF, and analysts’
forecasts that 2020 will see Chinese imports significantly exceed the record
volumes of 2019 remain in place.
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