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SUPPLY & DEMAND MOVING AHEAD

The wholesale beef market was largely quiet last week, with 2 consecutive  Anhout 50% of all hogs produced in the U.S. are finished under production
weeks of holiday-reduced slaughter being supportive of the near-term outlook. contracts, while research conducted in 2000 packers found that
Processors will be looking to fill plants this week to catch up with order approximately 23% of U.S. slaughter hogs in that year were owned by meat
backlogs. However, markets could see-saw in the weeks ahead as the new year packers. In the U.S, it is estimated that in excess of 90% of all chickens
is starting with a record number of cattle on feed that need to be processed raised for human consumption in the United States are produced by
during Q1. Lower placements of cattle into feedlots during Q4 2020 should jpdependent farmers working under contract with integrated chicken
support live fed cattle prices during Q2, but now analysts see another possible production and processing companies. The move toward vertical
market tightening factor in higher corn & oilseed prices. Last week, Argentina  jntegration has been pronounced but not without controversy by those that
announced new restrictions on its corn exports, driving corn futures to a 6-year  grgye that integration can reduce the effectiveness of price discovery if only
high. Higher feed costs cut into feedlots’ profit margins, making feeding cattle 5 small proportion of total transactions are being conducted under open
less attractive. If production is constrained by the tightening cattle cycle and  market conditions. Still, that has not reduced the interest in vertical
high grain prices, this could set up the market for bullish price gains later in the  jptegration and now America’s large retail chains are investing in upstream
spring and through the end of the year. Longer term demand looks promising;  Jjvestock & meat processing in order to control supplies. In 2019, retail
widespread vaccination efforts in Asia and North America should see the giant Costco Wholesale Corp opened a $400 million chicken processing
beginnings of a recovery in global foodservice receipts by H2 while retail beef plant in Nebraska, the 15t time a U.S. retailer had ever created an entire
demand has remained strong globally throughout the pandemic. U.S. beef yertical supply chain for a protein. Early last year, Walmart opened a U.S.
exports could be supported by the weak dollar and economic rebounds in main  §9¢ mjllion case-ready beef plant in Georgia. The plant, operated by beef
markets Japan, Korea and Mexico. This effect was in evidence during the processor FPL Foods, is part of an effort announced by Walmart in April
Christmas week when USDA’s export report showed U.S. beef shipments 2019 to build an “end-to-end” Angus beef supply chain starting with
reaching a new weekly 2020 high, with large volumes reported to the above  farmers/ranchers & feedlots, extending to harvest facility Creekstone

markets + China, where weekly exports hit a 2020 record of 4,400 tons. Farms, and ultimately to the chain’s 500 stores in the southeast U.S. Other

U.S. Beef, 2020 Weekly Exports & Net Sales retailers have announced similar projects to develop their own meat supply

50,000 chains, including Texas based retailer H-E-B’s farm-to-fork beef supply

chain to serve the Mexican market, and Ahold Delhaize USA’s new $100

é 40,000 million case ready beef plant being build in cooperation with Cargill. Just

.2 30,000 as the 1st plant nears completion in Rhode Island, Cargill announced its

g 20,000 intention to build a 2 beef plant in Pennsylvania, to serve the Dutch-

owned Ahold Delhaize’s 2,000 stores and distribution centers across 23

10,000 states. Ahold Delhaize owns and operates notable east coast supermarket

0 brands Food Lion, Giant Food, GIANT Food Stores, Hannaford, and Stop

-10,000°% SR OANAVRNA VAN S AV CANALRN o,\w%\‘*’\'f”.»\"\ \3\0 & Shop. The move toward greater vertical integration by big box retailers

helps chains ensure supplies of key profitable items, a strategy that became

-20,000 Week ending paramount during the spring of last year when CoVID disrupted meat plant
=e—Exports -e—-Net Sales

: operations. Moreover, such investments hopefully assist with lowering
Beef Choice Beef Cutout Value: 4/1/2021 - US$209.87/cwt. (<-1% from  costs and attaining better day-to-day product consistency. One of Costco’s
21/12/2020) considerations in its investment in chicken production was its need to

The pork cutout advanced a sharp 7% on the last day of 2020 based on a short ~ensure access to growing supplies of its popular rotisserie chickens, which

slaughter week and efforts by retailers to secure supplies amid end-of-year ~have a unique lighter weight specification. Finally, control over the supply
storm activity through the eastern U.S. Through last Thursday - New Years' eve ~chain will allow retailers to own more stories about traceability and
- harvest plants were able to process 1.835 million head, more than the connections to farmers, a growing - concern of consumers who are
previous Christmas week, but far from a normal 5-day harvest period. Bone-in increasingly asking where their food comes from.

hams found support, while last week’s belly trading was choppy. Lean hog TRADE

futures prices ended the year on a high note as reports surfaced of growing
interest by outside speculators and investment funds in commodities, including
pork. On Dec 31, USDA released its last weekly export sales report covering the
week through Dec 24, and the figures showed continued large pork exports to
China, plus 22,650 tons of new sales for 2021. Chinese pork prices are firming
as consumers shun overseas proteins over fears that CoVID is being imported
into China on frozen food packaging. MEF has heard that some China traders * ) ! . ! .
are now betting on domestic pork prices staying high after the Feb 12 lunar in Pork shipments to historical #1 market Japan, helped offset declines in
New Year, propelling the current buying interest. As China rolls out trade with other main markets. Qvefall, the pandemic disrupted tra@e
vaccinations, anxiety over imports should start to dissipate toward the 2nd half ~Mmuch less than experts forecast earlier in the year. For example, a surge in
of Q1. In the meantime, strong seasonal winter demand for pork is also 12 buying by China of U.S. beef helped offset declines in the value of U.S.
propping up domestic live hog prices, with the national average hog price now Dbeef exports to other main Asian markets Japan, Korea, Taiwan & HK. S_UH’
+28.4% from its fall trough of RMB 28.79 reached on Oct 29. Outside investor ~COVID exacted a toll on U.S. meat exports, especially beef, where the virus
interest in pork and other commodities is also being driven by a weakening U.S. ~ caused a meltdown in Mexico’s currency and imported beef demand. .T(.)tal
dollar; against a basket of currencies the dollar has declined about 13% from 2020 U.S. sheep & lamb product exports are forecast to reach $24 million,

the high reached in mid-March 2020. A weak dollar will increase the down a few percentage points from the $26 million exported last year.
U.$. Exports of Beef, Pork & Sheep to the World

Although it will be February before final trade statistics are published, the
value of U.S. CY 2020 red meat exports is on track to set a fresh record,
despite trade feuds, the pandemic, and CoVID-related weakening of
overseas demand. Combined U.S. beef, pork and lamb exports should near
the $15 billion level, a 4.1% increase over last year’s record level of U.S.
$14.5 billion. A surge in China purchases of U.S. pork, plus a surprising gain

competitiveness of U.S. pork, especially vis-a-vis EU product, where the Euro is ., uso (Calendar Year: 000" Value: USD)
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U.5. Exports of Beef, Pork & Sheep to the World
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