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SUPPLY & DEMAND

Rapidly rebounding cattle slaughter coupled with steady but tepid beef
demand caused the beef cutout to drop another 20% last week. Last Friday’s
close of approximately U.S. $2.98 per pound across all primals was -37% from
the May 12t peak. The cutout fell further yesterday June 8. As consumers
head outdoors to grill hamburgers and hot dogs, demand for end cuts,
briskets and flanks has not kept up with increasing supplies, causing average
wholesale prices for these items to plummet last week. Average domestic
wholesale values of bone-in short ribs, shoulder clods, briskets, and outside
skirts are now below year-ago levels. U.S. retailers are buying hand to mouth
as they see further price reductions ahead, and wholesale purchases by
restaurants remains well below pre-CoVID levels. U.S. beef export activity has
been muted in recent weeks as buyers await lower prices. Cattle harvest
activity has rebounded far faster than analysts’ expectations. Last week’s
slaughter of 636,000 head was up 21.4% from the previous week and was the
highest 7-day slaughter level since the last week of March. Average cattle
slaughter weights increased again last week and were record high for this
time of year at 1,373 lbs. (622 kgs.) Although the nation’s harvest facilities
were still only operating at 90% of capacity, heavier meat yields per carcass
meant that last week’s beef output was roughly equal to year-ago levels.
Although the rebound in harvest activity has been rapid, an estimated 1
million cattle remain backed up in feedlots and pastures, and live fed cattle
prices are dropping as pressure builds to clear supplies. According to Cattle
Buyers WeeKkly, average feeding times in lots has increased from the 165-175
days range to over 200 days. The industry may not get caught up until
October, a reality which has driven cattle futures lower. On the positive side,
longer feeding times are producing higher graded cattle, with a record
12.55% of fed animals harvested the week ending May 23 reaching the USDA
PRIME level; 84.34% of fed cattle graded PRIME or CHOICE, the highest
weekly percentage on record. Lower prices are also enticing overseas buyers
after slow export activity in recent weeks; during the week ending May 30,
new net US beef sales were the highest since early April, led by renewed
buying by Japan, Korea and Mexico.
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Beef Choice Beef Cutout Value:8/6/2020 - US$254.58/cwt. (-25% from
1/6/2020)

As with beef, higher slaughter number drove wholesale pork prices lower
through last week. Weekly slaughter totaled 2.452 million head, up 25.8%
from the previous week and the highest since the beginning of April. Hog
slaughter has now rebounded to 90% of capacity. Wholesale pork prices
remain extremely volatile with bone-in pork butts losing over 50% of their
value between May 26 and June 3. Butts, hams, bellies and picnics all ended
last week more than 10% below year-ago values. New export sales for the
week ending May 28 of 17+ thousand tons were still low compared to weekly
averages in April of approximately 46 thousand tons, indicative of the soft
overseas demand during May due to high prices and CoVID related supply
disruptions. With prices moving steadily lower, export interest in expected to
increase in coming weeks.
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Hog Carcass Cutout Value:8/6/2020- US$70.88/cwt. (-13%
1/6/2020)

ACTIVITIES:

Restaurant & Ba Restaurant & Bar, Hong Kong: Sep 1-3, 2020
SIAL, Shanghai: September 28-30, 2020

Food Taipei, Taiwan: December 17-20, 2020

CORONAVIRUS AND THE U.S. RED MEAT SUPPLY CHAIN

Although cattle and swine harvest levels have recovered steadily from their
mid-April bottom, financial damage to cattle and swine producers has been
massive & livestock markets are nowhere near back to normal. The beef and
pork industries estimate that pandemic related losses could reach $13.6
billion and $5 billion respectively. (In 2019, the total value of all cattle &
calves sold was estimated near $69 billion, while U.S. pork production has an
estimated $23+ billion of gross output.) Government assistance to ameliorate
the economic damage wreaked on livestock producers is starting to be
disbursed to ranchers and other agricultural product produces. Last week,
USDA disbursed its 1st tranche of $545 million to 36,000 farmers under the
Coronavirus Food Assistance Program (CFAP). The $16 billion CFAP is part of
the U.S. $2 trillion Coronavirus Aid, Relief, and Economic Security Act
(CARES) enacted March 28, the largest U.S. government economic stimulus
program in history. Under the 1st element of CFAP, livestock producing
operations that sold cattle or hogs between Jan 15 and April 15 will be
eligible to receive a cash payment depending on the type of animals
marketed. Rates range from $92 per head for slaughter cows and bulls up to
$214 per head for fed cattle. For hog raisers, pigs sold from Jan. 15 to April
15 are eligible for a payment rate of $18 per head for mature animals (over
120 pounds) and $28 for feeder pigs (under 120 pounds). A 2nd payment
relates to livestock held in inventory between April 16 and May 14. All cattle
in an operator’s inventory between April 16 and May 14 are eligible for
payments of $33 per head from USDA’s Commodity Credit Corporation (CCC).
A payment rate of $17 a head is available for hogs and pigs that were in held
from April 16 to May 14. Payments from both elements are capped at $250K
per operator, and only those with annual incomes under $900K are eligible.
In addition to the direct CARES payments to producers, the Farmers to
Families Food Box, part of the March 18 Families First Coronavirus Response
Act (FFCRA) is seeing the USDA directly purchase $3 billion in fresh produce,
dairy, and meat for distribution through the end of this month to Americans
in need. As of June 5, over 7.7 million food boxes had been distributed. In
addition to direct payments producers and ag product purchases under CFAP
and FFCRA, USDA has provided greater funding and more flexibility to the
other 15 Food and Nutrition Service (FNS) domestic food security programs it
normally operates. Other business loan assistance is available to small
agricultural enterprises, including sole proprietorships such as livestock
farms, under the Paycheck Protection Program (PPP) of CARES. PPP provides
loans to cover 2.5 times the average monthly cost of payroll of up to $10
million to companies with less than 500 employees. While CoVID-19 related
dislocations to the USA’s agricultural sector have been unprecedented,
government assistance has helped to stabilize rural economies.

TRADE

Despite lockdowns in much of Asia, virus related supply disruptions, and
volatile meat pricing, U.S. beef and pork exports managed to remain relatively
steady during the uncertain month of April. Higher year-on-year U.S. beef
exports to Japan and Canada helped somewhat offset weaker shipments to
Korea and Mexico, with the net outcome being total U.S. beef & beef variety
meat exports in April of 94,000 tons were down -3% from the volume of last
April, but even with the 2015-2019 5-year average. Jan-April total U.S. beef
exports are +5% YOY in volume terms (to 433K tons), the fastest pace since
2000. Japan’s total beef imports from all sources during April 2020 were the
largest for any month in almost 20 years as buyers took advantage of low
global prices and annual duty reductions (and safeguard avoidance) that
began on April 1. U.S. pork exports during April continued at a record setting
pace driven by shipments to China of over 62 thousand tons, or roughly 3,100
containers. Total U.S. pork and pork variety meat exports during the 1st 4
months of the year of 1.1 million tons were +35% from the pace of a year ago.
China accounted for 36% of the total volume of U.S. pork exported during Jan-
April, up sharply from the 12% during the same period last year.
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U.S. beef exports to Japan remain strong; plus record volumes to N
China in April (1,367 mt) and growth to HK, Canada, steady to Tai\ﬁ%‘g

January — April 2020:
Beef: 331,972 mt, +7%, $2.338 billion, +3%
BVM: 101,344 mt, -1%, $318 million, +2%

Beef + BVM: 433,316 mr, +5%, $2.657 billion,
+3%

January — April exports accounted for 11.9% of
beef production and 14.4% when adding
variety meats, up from 11.2% and 13.8% last
year

January = April export value per head averaged
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January — April 2020:
U.S. Jan — April Beef & Variety Meat Exports
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