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Note: Due to upcoming holidays, the next U.S. Meat Bulletin will be
published September 28.

SUPPLY & DEMAND

Boxed beef prices weakened last week, but the decline over the 5 days was
gentler than expected. The primal rib value managed to hold during choppy
trading last week, with prices of higher graded product firming. Values of other
primals dipped including end meats, plates and especially loins. Retail beef
sales during last week’s Labor Day holiday were strong, while institutional
buyers were showing resistance to high prices in the face of what they are
predicting will be a normal seasonal slowdown in demand over the next month.
But concerns over supply chain stability, tight labor conditions at meat plants,
and a possible 2M consecutive boom year for year-end holiday meat sales are
creating difficult choices for retail buyers. Last week’s holiday shortened
harvest activity saw spot negotiated fed cattle prices in the $125/cwt range
struggling to gain traction and despite continued high beef packer margins.
Analysts believe that the large number of cattle committed in advance to beef
plants and more use of forward contracts is creating fewer choices to those
trying to sell on a spot basis. Interestingly, cattle futures have been drifting
lower, and despite last Friday’s USDA monthly agricultural production update
report predicting a larger than expected corn crop and higher yields (see pork
section below). The movement is counter intuitive as corn and live cattle
prices - especially feeder cattle - normally show an inverse relationship.
Concern over the U.S. macroeconomic situation, and the DELTA CoVID variant
drove negative sentiment last week in futures and all equity markets and that
sentiment could be spilling over into what has been a red-hot animal protein
market. Last Wednesday, an unusual blog post from the White House noted
that consolidation in the U.S. meat & poultry processing sector had raised meat
prices and hurt consumers. The blog stated that increases in beef, pork and
poultry prices accounted for half of all retail food inflation since Dec 2020 and
that processors had profiteered from the pandemic. The meat industry
retorted to the blog claiming that shocks to the economy, including pandemic
relief and worker shortages, had placed unprecedented constraints on
processing capacity. Moreover, processors and the U.S. government have been
aggressively dealing with those shocks by increasing worker benefits (see
MOVING AHEAD next column).

Beef Choice Beef Cutout Value: 13/9/2021 - US$325.93 /cwt. (-3% from
3/9/2021)

The pork cutout slipped last week on easing institutional purchasing and
choppy trade in wholesale markets. Foodservice and grilling items loins and
spareribs moved lower, while the bone-in ham and belly markets were
generally stable from the previous week. Lean hog futures fell throughout the
week on overall weakness in the financial markets and concerns over large
market hog supplies in the coming months. That said, the pace of 2021 U.S.
pork production remains below that of last year; year to date pork output is
down 1.7% from last year with slaughter also down 1.7%. After weeks of low
sales, USDA finally reported decent new pork bookings by China during the
week ending September 2 but the pace of exports is viewed as inconsistent.
Moreover, Chinese live hog prices remain depressed, and new pork arriving at
ports there will need to be sold at a substantial loss in wholesale markets. On
the bullish side for U.S. pork producers, USDA’s most recent crop report is
forecasting improved corn crop conditions. The past year has been a roller
coaster for grain market movements with futures prices see-sawing between
the mid $3/bushel range to $7/bushel as export news, drought, and other crop
uncertainties unfolded. Last week’s report by USDA is its 1st field-based survey
and it is now forecasting improved yields which should drive the crop to +6%
over last year’s output of just over 360 million tons. Acreage is also now
predicted to be slightly larger than the agency’s previous estimate.

Rebound in U.S. corn and soybean production in 2020/21 and 2021/22
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Hog Carcass Cutout Value: 13/9/2021- US$100.57/cwt. (-7% from
3/9/2021)

ACTIVITIES:
CIMIE, Qingdao: September 13-17, 2021 (THIS WEEK!)

MOVING AHEAD

Meat packing jobs have a reputation as being particularly grueling. During
the pandemic, conditions in the U.S. became extra challenging as the federal
government deemed the nation’s 200K+ direct meat processing workers
essential for maintaining critical supplies of animal protein staples to the US
populace. Recently though, recognition of the contribution of these
frontline workers to the food industry and the overall welfare of U.S. society
has come from both the companies that employ them and the federal
government. On September 7, the USDA announced a new $700 million
grant program to provide financial support to meatpacking workers,
farmworkers and other front-line grocery workers for expenses incurred
during the COVID-19 pandemic. USDA stated that the relief is intended to
help defray costs for personal, family, or living expenses related to the
COVID-19 pandemic, including costs for the purchase of personal protective
equipment (PPE), dependent care, and expenses associated with
quarantines and CoVID testing. Funds will be distributed through state
agencies and non-profit organizations serving farmworkers and
meatpacking workers. USDA says it will soon be announcing a separate
$700 million program of pandemic safety and response grants for food
producers, processors, farmers markets, distributors, and seafood
processors. In addition to the USDA program, a number of major meat
processors are announcing wage hikes and the provision of new benefits for
their employees. Animal protein giant Tyson is reported to be offering
various compensation improvements, including pay increases, referral and
signing bonuses. The company is also said to be piloting flexible work
schedules at its plants and opened health clinics at several of its facilities
where employees can get free on-site health free and COVID-19
vaccinations. JBS USA announced earlier this month new compensation
packages for its employees at its Greeley Colorado beef processing plant,
one of the nation’s largest, which will make its workers there among the
highest paid in the meat packing industry. The company said last month it
was investing an additional $150 million a year in pay increases for the
employees of its beef processing operations alone. Other announcements of
benefit and pay increases have been made by poultry producer Wayne
Farms and pork processor Clemens Food Group. In mid-2020, meat
packing plant wages averaged U.S. $15.53 per hour according to the U.S.
Bureau of Labor, but many of the recent announcements note new average
wages in the U.S. $19 - $22 per-hour range. A shortage of meat plant
workers has caused constraints in meat harvest and fabrication activity,
which in turn has worked to push up meat prices. Current unemployment
rates in farm states such as Nebraska and lowa where some of the largest
meat plants are located, are some of the lowest in the country.

TRADE

China’s beef imports continue to grow, with Jan-July trade of 1.341 million
tons up 10% from the pace of last year. Combined China and HK beef
imports are up 5% to 1.694 million tons. China imports from all top 4
suppliers Brazil, Argentina, Uruguay, and Argentina have increased YOY,
while declines in Australian imports have been offset by an 825+% increase
in U.S. shipments, but also 100+% increases by minor but top #10 suppliers
Bolivia and Russia. An unknown dynamic is the extent that Indian buffalo
meat, officially banned by China, may still be leaking into the China market.
Jan-June 2021 Indian buffalo exports to Vietnam, HK, and Cambodia, 3
markets largely believed to be involved in re-export activity, totaled 149.4
thousand tons, a 38% drop from Jan-June 2019 levels. In addition, analysts
believe an increasing volume of Indian product is staying in these markets,
suggesting that any onward trade to China has diminished further.
Observers note that China’s new CoVID related traceability requirements
for all imported frozen food is making it more difficult - and expensive - to
distributing non-compliant product. Another wild card remains how long
Brazilian beef will remain ineligible for shipment to China, although traders
were expecting a resumption next week.
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Rebound in U.S. corn and soybean production in 2020/21 and 2021/22
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the fifth highest level on record

2021/22 production is expected to be the
second highest after 2016/17

U.S. Soybean Production +6%
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