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SUPPLY & DEMAND

Wholesale beef prices continued to skyrocket last week, with the beef cutout
closing last Friday 27% higher than the previous week, and +98% from the
same week last year. The cutout rose another 1.7% yesterday as cattle
slaughter levels continue to run significantly below the pace of last year. Last
week’s harvest totaled 452,000 head, up from the 425K head harvested the
previous week, but still -32.2% from the same week last year. Plants continue
to reopen however (see next column) and expectations are that this week’s
slaughter will reach the 480K head range. With U.S. beef production over the
last 5 weeks 687 million pounds (311 thousand tons) lower than the same
period one year ago, wholesale beef have reached uncharted territory.
Analysts are pondering whether newly spiking prices will drive consumers
back to supermarkets for more stockpiling. According to a survey by
Datassential, only 21% of consumers currently have plans to re-stock.
Chicken and ground beef are the preferred meats for freezer stocks, and
strong demand for ground beef has created a unique situation where 50%
fatty trimmings and lean grinding beef are priced at similar levels (see graph
below) in wholesale markets. At the retail level, pricing has not yet caught up
with the surge in wholesale markets, and some items like ground beef are
being sold in some places at prices below current wholesale values. This will
be temporary. The current increase in wholesale beef prices also reflects
fresh purchasing by re-opening restaurants, but the recovery of the U.S.
foodservice sector - like that in Asia (see next column) - is expected to be
slow. According to a National Restaurant Association survey, 74% of U.S.
operators predicted receipts in September 2020 would be lower than during
September 2019. Re-starting operations is another issue with up to 2/3rds of
U.S. restaurant workers having already lost their jobs. On the live cattle side,
fed cattle values rose last week as processors upped bids, but analysts point
out that the large mismatch between cattle supplies and available harvest
slots in plants is making price discovery challenging.

Wholesale values for 50% & 90% lean beef trimmings
U.S Cents per pound
300

Beef Choice Beef Cutout Value:11/5/2020 - US$468.58/cwt. (+14%
from 4/5/2020)

The pork cutout rose sharply last week, the 34 consecutive week of a surge in
wholesale U.S. pork values due to lower slaughter numbers. All primal values
have moved higher during this period, but last week primal ham values
slipped, mainly due to lower demand by main export market Mexico. All
average primal values are above year-ago levels, except hams (see table
below). Wholesale heavy bone-in ham values slipped last week after
increasing the past two weeks. On the other hand, wholesale values for
boneless rollout hams rose, reflecting labor shortages on fabrication lines.
After falling to a weekly low of 1.533 million head the previous week, the
national harvest level last week reached 1.768 million head, -24% from the
same time last year. Year to date production is now even with the pace of last
year with year-to-date slaughter down 0.4%. Hogs are getting heavier with
live weights averaging 289 Ibs. (131 kgs) last week, up 2 lbs. from last year.
Unlike cash hog markets, which trade very thinly, hog futures values have
skyrocketed in the past few weeks. The May CME lean futures contract has
more than doubled from April 13 levels near $33/cwt to yesterday’s close of
just under $68/cwt. Negotiated, or spot, prices for live market-ready hogs
remain very low (approximately $36.72 carcass basis yesterday May 11) due
to the lack of processing slots at meat plants. However, market-ready hogs
priced through formulas have soared primarily because many formula pricing
arrangements are based on the cutout, which has spiked. Last week, the
spread between spot prices of live hogs, and those priced according to
formulas, reached a level never before recorded.

PORK Wk ending | Carcass Loin Butt Pic Rib Ham Belly
5/10/2019 0.85 0.78 1.08 0.62 1.62 0.70 1.23
5/8/2020 1.14 1.36 1.30 0.89 1.71 0.58 1.91
Chg year/year 34% 3% 21% A44% 5% -18% 56%

Hog Carcass Cutout Value:11/5/2020 - US$121.66/cwt. (+13% from
4/5/2020)

ACTIVITIES:

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

CORONAVIRUS AND U.S. RED MEAT SUPPLY CHAIN ASSURANCES

As noted in column 1, the worst of the U.S. meat plant shutdowns appears to
be over. Over the last 3 weeks, plants have re-engineered their workplaces to
enforce social distancing, disseminated PPE, and implemented more rigorous
health screening protocols of employees. Moving forward, the return to
normalcy will depend on the percentage of the work force that returns to
plants and to changes in plant productivity that have occurred due to the new
virus control measures. Companies have cited as useful the guidelines issued
in late April by the Centers for Disease Control and Prevention (CDC) and
the Department of Labor’s Occupational Safety and Health Administration
(OSHA) that were specifically created for the meat and poultry sector
response to the COVID-19 pandemic. Those guidelines can be found here. On
May 8, USDA Secretary Sonny Perdue, in announcing the reopening last week
of over 13 meat and poultry establishments cited the “patriotic and heroic
meatpacking facility workers who are returning to work this week so the
millions of Americans who depend on them for food security can continue to do
so.” For much of last week, USDA worked with meat processing facilities to
affirm they would reopen and operate in accordance with the CDC and OSHA
guidance. On May 5, Perdue published a letter to the meat industry stating
that those meat and poultry processing plants that were closed or those
contemplating reductions of operations, needed to submit written
documentation of their operations and health and safety protocol developed
based on the CDC/OSHA guidance to USDA. On the same day, Perdue wrote a
letter to state Governors reiterating the need for “state and local officials to
work with these critical meat processing facilities to maintain operational
status.” Still, challenges remain to getting U.S. meat plants back to full
production. The CEO of one of the USA’s largest meat & poultry processors
implied last week that CoVID-19 impacts in the communities surrounding
their plants is still an issue, with disruptions occurring in worker households,
especially over the issue of child care. Female employment in meat plants is
high, and many are staying home to care for their children as institutional
child care remains unavailable. Many workers carpool to meat plant jobs, but
transportation has been disrupted due to the need for social distancing. The
meat and poultry processing industry employs approximately 525,000
workers, and latest reports put confirmed CoVID-19 cases among this sector’s
workforce at 8,000+.

TRADE

As we have noted, overseas demand for U.S. beef and pork has remained
strong, although in recent weeks new net sales of U.S. beef to key Asian
markets have shown a marked decline due to high U.S. pricing, some build up
in local stocks, and continued weakness in foodservice demand. With regards
to the status of the restaurant and catering industry in main Asia markets,
data is available for total Q1 foodservice receipts for China, HK, Taiwan and
Korea. All markets experienced significant contractions though performance
varied widely among markets depending on the severity of the outbreak and
the success of virus containment efforts. In China, official numbers from the
National Bureau of Statistics put total foodservice industry receipts -44.3%
for Q1, but other industry surveys of chain restaurants show a much sharper
contraction in receipts up to -80%. Most of China’s 8+ million restaurants
were closed during February and through most of March. In Taiwan, which
never enforced a lock down of restaurants or other business establishments,
statistics show total Q1 foodservice receipts contracted -6.6%, while in HK,
foodservice industry revenues dropped -31% during Q1. Outside of Daegu
city, Korea did not lock down its population, and restaurants were allowed to
operate normally. The Korea Credit Finance Association has reported that
according to its data, nationwide receipts in the accommodation/restaurant
category dropped -11% during Q1. In Japan, restaurant sales were not
noticeably impacted until March, when they contracted -17.3% nationwide,
the sharpest year-on-year monthly drop since record-keeping began in 1994.
April performance was expected to worsen as the state of emergency order
commenced April 7. At this mid-point during Q2, it is difficult to generalize
about the recovery in Asia of restaurant businesses. Although China is in full
recovery mode, MEF staff have observed foodservice sales have rebounded to
only the 50-70% level, with the return in restaurant traffic higher in some
second tier cities and in the large tier 1 southern urban areas of Guangzhou
and Shenzhen. Anecdotal evidence suggests that foot traffic to Korean BBQ
and hot pot restaurants in China has returned faster than to traditional
Chinese and western outlets. Restaurant traffic in HK this past weekend was
the best in many weeks, but a new CoVID-19 cluster in Korea has dampened
recovery spirits there. Japan may well experience its nadir during Q2 given
the slow burn of the epidemic. Taiwan will continue to recover, but the lack
of tourists will mute any quick rebound.



https://www.cdc.gov/coronavirus/2019-ncov/community/organizations/meat-poultry-processing-workers-employers.html
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Wholesale values for 50% & 90% lean beef trimmings
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PORK Wk ending | Carcass | Lain | Butt | Pic | Rib | Ham | Belly
5/10/2019 085 |0.78]1.08|0.62]|1.62|0.70 | 1.23
5/8/2020 114 |1.36|130|0.8 (171|058 | 191
Chg year/year 3% | 73% | 21% | 44% | 5% | -18% | 56%
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