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SUPPLY & DEMAND

The beef cutout settled last Friday -6.5% week-on-week after spiking +23%
the previous 2 weeks. The decline was viewed as inevitable as the rush to re-
stock supermarket shelves in response to panicked consumer buying has
subsided. Estimates are that U.S. retail beef sales during the week ending
March 20 jumped 95% from the same week in 2019. However, foodservice
demand, for items such as middle meats and fajita meats (skirts) has dropped
sharply, leading to lower prices. Retail buying interest has been strong for
chucks, rounds, and ground beef, while values for tenderloins, inside and
outside skirts, and brisket prices have all moved substantially lower.
Livestock and cattle futures markets remain unsettled due to concern over
supply chain reliability. Last week saw two medium sized U.S. beef plants
temporarily suspend production. The U.S. meat industry is working hard to
keep the supply chain stable however (see next column), and although last
week’s 626 K head harvest level was below the very large number of the
previous week, U.S. beef production through April 314 was still +4.8% from
last year’s pace, with slaughter up 2.5%. This week, analysts expect lower
harvests - in the 570-590K head range - due to the plant closures and new
social distancing protocols being implemented in plants. As we reported last
week, futures markets are experiencing extreme volatility in line with overall
equity markets. Live cattle futures fell the limit yesterday due to concerns
over the plunge in foodservice demand but also the temporary loss of harvest
capacity. Moving forward, analysts are grappling with anticipated longer-
term changes in food demand & purchasing behavior. According to USDA data
for 2018, Americans spent about $678 billion at all types of restaurants, while
expenditures at grocery stores and warehouse clubs reached $627 billion.
The National Restaurant Association is already estimating that restaurant
sales could drop $225 billion in just the next few months. For international
buyers, U.S. beef prices are now very attractive. Moreover, U.S. beef quality
continues to improve; the percentage of fed beef production grading USDA
PRIME has been at record highs for this time of year, with the percentage
exceeding 10% for 3 of the last 4 weeks.
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Beef Choice Beef Cutout Value: 6/4/2020 - US$230.05/cwt. (-8% from
30/3/2020)

The pork market saw an extremely unsettling five days last week, with the cutout
dropping an unprecedented 21% week-on-week. Values of some primals dipped
to lows not seen in decades, including bellies and hams.  Following the dip in
cash markets, U.S. hog futures fell on Friday to their lowest point since 2002 as
large supplies and swooning demand weighed on the market outlook. After
increasing by 3.5% through the trading week ending Friday March 27, cash hog
prices closed -26.2% or -$15.19/cwt to $42.88/cwt (carcass basis) last Friday.
Lean hog futures rose yesterday however as buyers moved in to take advantage of
extremely favorable pork pricing and belief that last week’s market was oversold.
One medium sized hog plant, representing about 2% of U.S. harvest capacity, has
been closed this week due to a small number of CoVID-19 findings among
employees. Still, last week’s U.S hog slaughter was estimated to total 2.565
million head, down 6.9% from the previous week. Despite the fall in pork prices,
retail meat sales last week were strong again, rising 36% from the level of the
same week a year ago. Hot dogs are among the fast-moving protein items. U.S.
pork prices are now extremely favorable, and MEF will endeavor to provide
readers with timely information in the coming days and weeks of important
market trends.
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Hog Carcass Cutout Value: 6/4/2020 - US$57.69/cwt. (-18% from
30/3/2020)

ACTIVITIES:
SIAL, Shanghai: September 28-30, 2020
Food Taipei, Taiwan: December 17-20, 2020

CORONAVIRUS AND U.S. RED MEAT SUPPLY CHAIN ASSURANCES

The U.S. is arguably in the most difficult stage of its fight against CoVid-19.
Although the administration warned Americans this past weekend of likely
grim news this week in terms of casualties, there is evidence that those areas
in the U.S. that adopted early social distancing measures - including the states
of Washington & California - are flattening their epidemic growth curves.
That said, the U.S.’s vast size, its open state borders, and the autonomy of
state governments means that the behavior of the outbreak in each state,
county and municipality are on different timelines. But there is no question
that the U.S. meat and food industry, including companies and their
respective trade associations, are working collectively across the nation to
mitigate and contain the spread of the virus among all the sectors 45+ million
workers. This week and last, food industry efforts have been focused on
ensuring the widespread adoption by all food manufacturing and processing
facilities of protocols for managing a CoVID-19 case among workers,
instructing workers on the proper usage of face masks, implementing social
distancing measures within facilities, employee screening for CoVID-19, and
tips for food companies on public messaging on the safety and stability of the
U.S. food supply chain. The protocols have been developed and disseminated
by a private-public collaboration involving The Food and Beverage
Industry Alliance (FBIA), a collection of 58 allied U.S. based food and
beverage trade associations and select government agencies including the
USDA and FDA. On the livestock production side, advice on maintaining
business continuity is available for both swine
(https://www.pork.org/public-health /what-you-need-to-know-about-covid-
19/)

& cattle producers
(https://www.ncba.org/CMDocs/BeefUSA/Publications/COVID-
19%20Talking%20Points_032720-07.pdf).

The North American Meat Institute continues to provide national guidance
to meat processing facilities on how to manage production through the
epidemic. Issues this week include ensuring employee virus containment and
mitigation measures are in place and assuring supplies of carbon dioxide for
humane swine slaughter. Both Cargill and Tyson have provided wage
increases or one-time bonuses to employees. Workers in front line industries,
including those in meat processing, trucking and stevedoring, are lobbying
the government and their industries for PPE and rapid employee CoVID-19
testing. With a growing virus case load in the U.S., PPE availability has
become a critical issue. ~ USMEF is appreciative of the gracious donations of
PPE from China meat industry leaders to U.S. front line medical workers.

TRADE

Although livestock, meat and all commodity markets remain volatile, U.S. beef
and pork exports continue at a pace that suggests - at least to date - supply
chain normalcy and a holding of international demand for U.S. red meat. The
latest USDA weekly data covers activity through March 26%. On the pork side
(see graph previous column), shipments to China have been at
unprecedented volume levels and are propping up the entire export curve,
but pork exports to Japan, Mexico, Australia and Canada are above the pace
of a year ago, and despite a drop in the value of the Mexican and Australian
currencies. Net new U.S. pork sales during the week of March 20 were
roughly even with the previous week. On the beef side, total shipments
overseas through the end of March were up +29% year-on-year, and up
nearly 8% from the record setting pace of 2018. Shipments have been very
strong to Japan, Korea, and Taiwan, which year-to-date, account for 69% of
all beef muscle cut exports. That said, there was a slight -7% drop off in the
velocity of beef exports in March compared to the pace during the final 8
weeks (i.e. Nov-Dec) of 2019. Given that the continued spread of CoVID-19 is
forcing major changes in social behavior across the globe on a daily basis,
highlighting 2 month old full export statistics may seem anachronistic, but
newly released trade data for Feb show that total beef & beef variety meat
exports for the 1st 2 months of the year of 219.4 thousand tons (tmt) were
+11% year-on-year while total pork exports, including v-meats, were up 57%
to 547 tmt.
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