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SUPPLY & DEMAND

Wholesale beef prices last Friday closed 28% higher from the previous week
as slaughter plant closures & slowdowns coupled with aggressive retail and
wholesale buying led to a further tightening of supplies. The beef cutout
value increased another 11.6% yesterday (Monday May 4). Through
yesterday, average U.S. beef wholesale values across all cuts had increased
75% in the last 12 days. Demand is getting a boost from the warmer weather
and new foodservice purchases due to the re-opening of businesses in several
states. Average wholesale USDA CHOICE brisket and loin primal values
closed last Friday over 61% and 38% higher than the previous week’s
settlement due to renewed buying by steakhouse, smokehouse and BBQ
restaurants. Plants struggled last week with closures and slower processing
speeds as companies rushed to implement virus mitigation measures at
facilities. USDA estimated last week’s cattle harvest at 425,000 head, down
37% year-on-year and down from 465k head the previous week. Reduced
harvests are pinching supplies; the world’s #1 grocer Kroger, among other
chains, announced last weekend that it will limit purchases of ground beef
and selected fresh pork items at some stores due to looming tight supplies.
This comes at a time when retail sales of meat have surged. Although most
meat in the U.S. is sold chilled, stocking up has driven frozen meat purchases
higher; according to a study by the American Frozen Food Institute, frozen
meat retail sales increased 101% in the month ending April 5. Coordinated
government & industry strategies are now being implemented to assure the
safety of front-line meat plant workers, whom the CEO of the North American
Meat Institute are calling “heroic”. The President’s new Executive Order to
keep meat plants open (see next column) should help to ameliorate
operational disruptions due to the virus. Companies are making heavy
investments in their frontline meat plant workers, including adding bonuses,
increasing disability coverage, providing PPE, and increasing health screening
of workers at facilities. Due to a backed-up fed-cattle supply and limited
processing space, analysts note that price discovery of fed cattle through
negotiated bidding remains very limited, with plants and feedlots
determining how a limited number of cattle can move to open harvest
facilities. Analysts are cautiously optimistic that this week’s cattle harvest
numbers will rise from last week’s very low level.

U.S. Cattle Slaughter — up significantly in the first quarter of 2020, but covid-19 related slowdowns led to
sharply lower slaughter levels in April. On April 28, President Trump signed an executive order to ensure meat plants
will continue to operate to the greatest extent possible as they continue to follow guidelines fram the CDC and
OSHA
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Beef Choice Beef Cutout Value:4/5/2020 - US$410.05/cwt. (+31% from
27/4/2020)

As with beef, wholesale pork prices shot up last week, with last Friday’s pork
cutout value closing at a 29% premium to the April 24t close. Last week’s
closed plants and slower processing line speeds saw a 22% week-on-week
reduction of U.S. pork production from a 1.545 million head weekly harvest, a
level over 1 million head lower than a month earlier. Hogs are backing up
and there has been some culling to trim herd levels (see next column). Hog
futures closed higher yesterday on news that several of the very large U.S.
pork plants that had closed would be re-opened this week. Strong U.S. pork
exports to China have also been positive to the market (see TRADE).
U.S. Federally Inspected Hog Slaughter
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Hog Carcass Cutout Value:4/5/2020- US$107.81/cwt. (+28% from
27/4/2020)

CORONAVIRUS AND U.S. RED MEAT SUPPLY CHAIN ASSURANCES

Several important federal announcements have been made in recent days
addressing the need to stabilize U.S. livestock and meat markets amid the CoVID-
19 outbreak. First, on April 28, the President signed an executive order (EO) that
will direct federal resources toward keeping meat-processing plants open. Citing
the Defense Production Act, the EO orders the U.S. Secretary of Agriculture to
utilize all resources of the federal government to ensure that meat processing
plants, deemed critical national infrastructure, to remain operating in order to
insure stable meat supplies to consumers. The Defense Production Act (DPA),
enacted in 1950, gives the government broad powers to direct industrial
production infrastructure during periods of crisis. The President said his
administration would “take all appropriate action” to ensure that meat and poultry
processors “continue operations.” As part of the order, the USDA could use its
powers under the DPA to direct supplies of protective gear and guidance for plant
employees. Under the EO, meat processors are advised to adhere to the latest CDC
and Occupational Safety and Health Administration (OSHA) meat-facility-
specific guidelines to assure worker safety. In order to ameliorate the economic
damage that the pandemic has inflicted upon the entire agricultural sector
including livestock raisers, USDA announced April 17 a U.S. $19 billion
Coronavirus Food Assistance Program (CFAP). CFAP is designed to provide
immediate cash relief to farmers and ranchers, while ensuring food security to U.S.
consumers. The program will provide approximately U.S. $5.1 billion in relief to
America’s beef producers and $1.6 billion to pork producers. A second $3 billion
component of CFAP will see up to $100 million of U.S government direct purchases
of meat products which will be directed to food banks, community and other non-
profits serving needy Americans. Current estimates by national cattle and swine
producer groups estimate damages to their sectors of U.S. $13.6 billion and $5
billion respectively. The University of Missouri estimated in mid-April that
total CoVID-19 losses to the U.S. agricultural sector could reach $31 billion.
On the processing side, as noted in column 1, the slowdown in the nation’s
hog slaughter is causing a backup of hogs at growing units. USDA’s Animal
and Plant Health Inspection Service (APHIS) is establishing a National
Incident Coordination Center to provide direct support to producers whose
animals cannot move to market as a result of processing plant closures &
slowdowns. APHIS’s center, along with state veterinarians and other state
officials, are helping producers to identify potential alternative markets, and
if necessary, advise and assist on depopulation and disposal methods. A
similar effort was undertaken during the Highly Pathogenic Avian Influenza
emergency in 2015. Assistance with disposal is being provided by USDA’s
Natural Resources and Conservation Service (NRCS). NRCS has an
Environmental Quality Incentives Program (EQIP) that can provide cost share

assistance for disposal efforts.

TRADE

Despite ongoing production dislocations, U.S. beef and pork exports have
continued at high levels. U.S. shipments of pork overseas have been
particularly resilient. During the latest reporting week ending April 23, U.S.
pork muscle exports totaled 44,700 tons, up +15% from the prior 4-week
average. Weekly exports to China of 20,680 tons, +19% were the second
highest on record, and exports to Mexico (9,570 tons, +19%) and South
Korea (3,330 MT, +22%) rebounded from the previous week and were the
highest in 5 weeks. New net pork sales reported during the week of 50,300
tons were up +12% from the prior 4-week average and were driven by large
purchases by China (35,140 tons, +68%). Observers are closely watching the
direction of new U.S. beef sales to Asia, and there was more weakness during
the latest reporting week, with new net sales reported at 9,400 tons, down -
43% from the prior 4-week average. Sales increased to Taiwan & Canada,
but slowed considerably to Japan (2,860 tons, -57%) and Korea (1,190 tons,
-75%).
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