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SUPPLY & DEMAND MOVING AHEAD

The USDA CHOICE cutout value ended lower last Friday for the 6t consecutive  Livestock & meat industries across the world are ramping up messaging
week as seasonal demand weakness weighed on values for most primals. about their sustainability & overall importance to societies around the
Chucks and rounds moved lower, short plates and brisket values were steady, world in advance of a major United Nations meeting on global food systems
while ribs showed the 2m week of firmness. The average reference value of the & food security later this fall. On September 26, 2021 in New York, the
rib primal, which is an indicator of demand for ribeyes and bone-in prime-ribs, United Nations will convene the Food Systems Summit (UNFSS) as part of
had dropped 36% drop from the early June peak before stabilizing about 2  its Decade of Action to achieve a new set of Sustainable Development Goals
weeks ago. Wholesale beef prices remain high, with the cutout value still +30%  (SDGs) by 2030. The UN has cast the summit as an effort to “transform the
over the most recent 5-year average for this period in late July. Institutional way the world produces, consumes and thinks about food.” Global meat
buying patterns are again shifting as restauranteurs believe the Delta CoVID industries are showing concern that some UNFSS conveners will use the
variant may start to discourage in-restaurant dining; new mask mandates for  platform to push global targets that align with restrictive diets and policies
indoors have been re-implemented in some states. Last week retailers beganto for radically altering food production and consumption, especially targeting
go longer forward in their beef purchasing in anticipation of both renewed livestock & meat. A pre UNFSS meeting is being held this week in Italy
CoVID-driven consumer stockpiling and the pre-labor-day (Sept 6) seasonal exploring a range of ‘solutions’ that have been drafted to strengthen global
rebound in beef demand. USDA’s mid-year cattle inventory report also food systems, including options for improving the diet and better defining
provided fresh evidence of tighter cattle supplies. Although analysts didn’t find the true environmental cost of food production. Pre-conference
any major surprises in the report showing a 1.3% YOY decline in all cattle in the =~ engagement among global food industry stakeholders and decision makers
U.S. as of July 1, the 2% drop in total U.S. beef cow numbers, an index of the has already been intense and livestock industries from the USA, Australia
nation’s breeding herd size, was sharper than anticipated. In contrast, the to Brazil and the EU are developing content and input for the summit. The
number of dairy cows increased, but dairy animals only account for 23% of debate has been particularly sharp in the EU, where the European Green
total cow numbers. Last Friday’s cattle on feed report was also supportive to Deal’'s new Farm-to-Fork strategy goal of increasing “healthy and
the live fed cattle market with numbers showing that feedlots placed lower sustainable food options” is already leading to new policies discouraging
numbers of cattle on feed during June, while marketing higher numbers of fed the “overconsumption” of meat. New restrictive animal welfare legislation
animals to slaughterplants. Both reports, plus falling grain prices, have helped linked to the Farm-to-Fork initiative is driving up the costs of livestock
push feeder and fed cattle futures higher. Cow slaughter remains elevated, production in major EU meat producing countries, such as Germany.
driven both by drought and attractive prices for culled animals & the ground Producers note that rising food costs will result from such legislation,
beef they produce, but at some point the supplies of cows will dwindle, countering the UNFSS goal of improving food security. Moreover, meat
providing further market support. industries believe the sustainability of many livestock systems is under-
estimated. In the U.S, 12 organizations representing a broad swath of
U.S. cattle inventory down 1% in 2021 animal agriculture, including USMEF, have announced the formation of a
Protein PACT for the People with a message that animal protein is at the
s U.s. Total Cattle and Calves Inventory July 1 center of healthy diets and that U.S. livestock & meat is produced in an
2018:102.8 mil head, +0.7% economic, social and environmentally sustainable manner. The North
2019:102.6 mil head, -0.2% . . . . .
2020:102.2 mil head, -0.4% American Meat Institute has said the Protein Pact’s messages will be shared
2025 10 mihend, 3% at the UNFSS pre-meeting this week, and that the group will be active as the
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also sees a need to position meat as a vital part of the global food system
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and has created a plan to engage in UNFSS. Participation in the UNFSS is
open to all persons, even individuals, and on a global basis. Information on
how to participate can be found HERE.
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Source: USDA/NASS *July reports not released in 2013 and 2016 due to budgetary constraints k China has released its H1 2021 trade data’ and it ShOWS meat and
Beef Choice Beef Cutout Value: 26/7/2021 - US$267.93 /cwt. (+1% from agriculture impo_rts at recor.d levels for the 1st half of the year. Beef, pork
19/7/2021) and sheepmeat imports all increased from the record pace of a year ago,
while the pace of soybean & corn imports also hit record highs, fueling
puzzlement by analysts who assumed ASF would cause feed-grain demand
to weaken. The focus now is on how markets will move during H2. China’s
Agriculture ministry has stated that the herd is more or less fully recovered;
it says the hog herd at the end of June had reached 99.4% of the level at the
end of 2017, with the sow herd at 102% of pre-ASF & pandemic numbers.
Chinese live hog prices collapsed from RMB 36.96/kg on Jan 3 to RMB 12.74
on June 22, before bouncing back to current levels of approximately RMB

The pork cutout moved higher last week, aided by seasonally low harvest
numbers and USDA’s latest cold storage report showing that already-tight
frozen pork stocks dropped again during June. Lower YOY market hog weights
are also limiting weekly pounds produced. Lean hog futures have gained in the
last few trading sessions based on falling grain prices and optimism about pork
demand. Purchasing interest for pork remains strong, with average U.S. retail
prices across all cuts & processed items (e.g. bacon) in June reaching a record ) : '
high level. To be sure, lower slaughter activity is also helping to firm prices. 16 af.ter China announced a new pork purchasmg program for Its reserves.
Last week, the industry slaughtered 2.332 million head, down 9.5% from last ~Looking forward, some analysts believe that following animal health
year and -1.2% from 2019. The industry has lost capacity over the last several ~challenges during Q1, a domestic hog supply hole V‘_”ll appear during this
months. Slaughter operations at an East Coast 10,400-head-per-day facility Q3 to be follovyed by another rebound of local supplies from the 2" half of
have ceased, reducing the nation’s weekly maximum harvest capability from Q4 Stocks of imports have grown over the last few months as local pork
last summer’s 5.4-day capacity of 2.768 million head to an estimated 2.629 Prices belcame more competitive. But if domestic pork prices flrn} later this
million head currently. A legal ruling has also reversed USDA’s New Swine duarter, imported §tocks would be drawn down. Pork consumption should
Inspection System (NSIS) rule which had allowed certain pork plants to stz%rt to seas.onally increase from late August, but meat intake patterns have
increase the maximum number of hogs that could be harvested in an hour. shifted - likely permanently - toward more beef, poultry and lamb.
Although the USDA may appeal that decision next month, the ruling is in affect ~Another wild card is ASF; the Ministry warned last week that there were
now, slowing line speeds at several large plants that had been operating under risks of fre.sh. outbreaks, with a new finding in Sichuan officially announced
NSIS. U.S. pork exports (muscle cuts) through mid-July are -3% from last year’s July 18" raising fresh concerns.
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