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SUPPLY & DEMAND MOVING AHEAD

After falling for 7 straight weeks, wholesale beef prices stabilized last week, while  Despite the existence of robust public and private biosecurity infrastructure and
new retail data showed consumers paid record prices for the protein at protocols, the U.S. pork industry is doubling down on defensive measures to
supermarkets during September (see graph below). As U.S. weather cools, at-home  prevent the introduction of ASF into the U.S. and its territories. This imperative
roasting activity is seasonally increasing with the average cost to consumers of has become more critical since the July 28 finding of ASF in wild pigs in the
roasting items such as rounds & chucks up just under 50% year-on-year. The rib Dominican Republic (DR). The outbreak is the 1%t recorded in the Americas in
primal has softened but remains elevated, and over the last few weeks, the 40 years. ASF is the most pernicious of all swine diseases, with no known
widespread between rib-eyes and other steak items like striploin and short loins treatment or vaccine. The virus originated in Africa, jumped to Europe in 2007
have attracted interest to the latter. Beef prices continue to be supported by lower-  and then spread through China’s swine herd starting in 2018 before wreaking
than-capacity harvest activity. Last week, U.S. packers processed 646 thousand head more damage in SE Asia, including to the large herds in Vietnam and the
of cattle, below the level necessary to lift live fed cattle prices out of their doldrums.  Philippines. The finding in the DR has alarmed the U.S. pork industry because
Data from USDA’s most recent monthly cattle on feed report for September the country sits approximately 120 km from the U. S. territory of Puerto Rico
confirmed the trend of slower cattle marketings, with the average daily marketing  (PR), which enjoys barrier-free travel with the continental U.S. It is assumed that
rate during the month -3% from Sept 2020 and the lowest for the month since 2016.  should an ASF case be found in the PR, or another offshore U.S. territory, most
The slow movement of cattle from feedlots to plants will lengthen the time it takes to  foreign markets would institute a blanket ban on all U.S. pork imports. On August
work through a backlog of fed cattle, but other data shows that the herd contraction 26, USDA’s Animal and Plant Health Inspection Service (APHIS) announced it
is continuing. Cow slaughter - especially that of beef cows - remains high, with the ~ would establish an internationally recognized animal disease protection zone
Jan-Sept 2021 culling rate +9.1% from last year’s pace. Heifer slaughter is +4.3%  around PR and the U.S. Virgin Islands, another U.S. territory in the Caribbean.
year on year and this pace appears to be accelerating despite an already declining The World Organization of Animal Health (OIE) provides for the establishment of
calf crop & total cow population. Observers point out that under normal market such a zone within a disease-free area as a temporary measure to reduce
conditions, high beef prices would send a cue back through the supply chain to cow- introduction risk from an ASF-affected neighboring country or zone. APHIS took
calf producers to expand production, but constrained processing activity has severed  another step several weeks later on September 16 when it issued a federal order
those market signals. Last week, Congressional lawmakers introduced new suspending the movement of all live swine, pork and all porcine products from
legislation that would increase the amount of market information USDA would the PR to the mainland U.S. Ten days later, APHIS submitted its dossier, or full
release to the industry about cattle transactions. Fed cattle futures markets were plan on how it would operate its protection zone, to the OIE. APHIS is now
mixed last week; with futures contracts at a noticeable premium to current cash, conducting outreach to its major trading partners about the new zone with the
players were trying to determine whether the slowing in the flow of cattle to plants  expectation that countries will recognize it and thereby accept that if ASF were
will lengthen the time until the impact of the declining herd becomes more apparent.  to be detected within the zone, pork exports from the mainland U.S. would still
be allowed access. In addition to U.S. government ASF prevention efforts,

U.S. Choice Beef Retail Values, $/1b. mainland U.S. swine farmers are beefing up their own biosecurity measures.
Swine raising premises are being encouraged to formulate & implement a Secure
$7.70 Pork Supply Plan (SPSP), an individualized set of protocols & records that would
allow producers in areas unaffected by ASF (and other major animal diseases) to
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—2015 disease confirmation in the U.S. SPSP is a public-private cooperative effort
$6.70 —2016 involving APHIS, the National Pork Board, the Univ of Minnesota, and lowa State
——2017 University.
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$5.70 2020 China has released its September trade figures and they confirm a sharp slowing
—e=2021 of pork imports. September inbound shipments of 298.5 thousand tons of pork
55.20 and pork variety meats was the lowest monthly volume in 2 years. Muscle cut
imports of 198 thousand tons fell below the 200K ton-per-month level for the 1st
$4.70 ! ! ! ! ! ! ! ! ! ! , , time since Oc. 2019. Total Q1-Q3 pork imports (including variety meats) of
! FooM A M ) 1 A s o N D 3.944 million tons is -6% the record pace of last year, but still historically high.

Most analysts expected the slowdown in imports would happen earlier. The
Beef Choice Beef Cutout Value: 25/10/2021 - US$283.04/cwt. (+1% from rapid rebuild in China’s swine herd saw domestic live hog prices steadily drop
18/10/2021) 63% between March and early September. Meanwhile, overseas pork prices,

especially those in Europe and the U.S.,, China’s largest 2 suppliers, were rising
The pork cutout closed last Friday lower week-on-week, the 374 week of consecutive  from March until early June. EU carcass prices jumped roughly 30% while the
declines. Values were lower for all primals except hams. Still, wholesale meat values  U.S. pork cutout rose over 40%. Consequently, the spread between Chinese hog
remain lofty, with last Friday’s cutout value +2% from last year and up 30% from prices and those of its suppliers narrowed quickly during Q2, a situation that
2019. There was discernable weakness in the belly complex as high bacon prices are  should have resulted in an earlier fall in imports. But supply chain stickiness has
crimping consumer demand and discouraging some QSR operators from delayed global container shipment schedules, bringing financial pain to
incorporating bacon into their burger offerings. According to Urner Barry, branded  importers and distributors who had paid higher prices for product than what it
bacon retail prices averaged U.S. $6.23/Ib. last week, +18% above the previous was worth by the time it arrived at Chinese pots. To be sure, wholesale pork
record price for this late October time period set in 2017. However weakening prices in China - both domestic and imported - have not fallen as fast as live hog
prices are incentivizing retailers to feature other pork items, including ribs and loins,  prices, but MEF estimates that a 2-month delay in arrival of a container of
where prices now look reasonable compared to other proteins. In general though, boneless pork muscle cuts from early August to Early October would have seen a
meat demand is firm. Pork may also be getting a boost from reports that 15% decline in value due to the falling domestic market. Of course, in a rising
Thanksgiving (Nov 25) turkey supplies could be short this year due to supply chain  market, shipment delays can add value to late-arriving product, and that reverse
challenges, but labor shortages in meat plants are also affecting availability of turkey =~ dynamic has been at play for imported beef. China’s live hog & pork prices are
substitutes such as spiral hams. Lean hog futures moved lower late last week on  now again on the uptick so traders should be enjoying some relief from the
disappointing news that new export sales during the week ending Oct 14 were the  market nadir reached exactly 20 days ago on October 6.
lowest so far this year. Other analysts believe fundamentals are bullish for 2022;
specifically, with the current costs of swine production in the EU and China higher
than live hog costs, global pork production is set to contract, which will be
supportive to live hog & pork prices.

China’s Pork Imports, excluding variety meats

Sept

imports vs.
Carcass | Loin [ Butt | Pic [ Rib [ Ham | Belly ) Eul;laz%
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Change
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China’s Pork Imports, excluding variety meats

Sept
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