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SUPPLY & DEMAND

Wholesale beef prices continued to drift lower last week as beef processing plants
were able to ramp up slaughter. Institutional demand was mediocre to weak,
especially for steak items, and supermarket prices of various beef cuts, though
falling, remain high (see GRAPH below). USDA CHOICE all-beef retail prices in
January trended lower for the fourth consecutive month in January, averaging
7.63/Ib. in January, down 0.5% from December but up 19% from the same time a
year ago. Moving forward, rising wholesale pork costs may help to put a floor under
beef prices, with Easter (April 17) demand helping the lift. Last week’s total U.S.
cattle harvest reached near pre-CoVID levels at 659,000 head, up 3.1% from the
previous week and up 8.7% from last year. As plants ramped up to process the
largest number of animals of any week so far this year, cattle buyers were willing to
pay more for fed animals, lifting average prices to $1.40/Ib liveweight basis. Last
month’s semi-annual cattle on feed report showed large numbers of animals in
feedlots on Jan 1, and this has prompted USDA to revise up its 2022 beef output
forecast. U.S. beef production is still expected to fall 2% this year, but the sharpest
contractions will take place later in the year as the cattle pipeline tightens. In the live
cattle markets, talk is focused on spring, and the extent to which animals will be
moved off of winter grazing and into feedlots, starting in earnest next month. There
are still ample short term supplies of cattle available to plants, and cow slaughter
continues to run higher than expectations. Feedlot operators are paying particular
attention to corn markets, which were firm last week due to concern about the
Ukraine-Russia standoff. Ukraine is the 3" largest corn exporter after the U.S. and
Argentina. After setting a record last year, U.S. beef exports are off to a slower
start, but falling prices spurred large new sales to Japan and Korea during the week
ending Feb 3.
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Beef Choice Beef Cutout Value: 14/2/2022 - US$273.96/cwt. (-2% from
7/2/2022)

The pork cutout closed over U.S. $1.00/Ib last Friday, moving in contrast to
weakening beef values. Low slaughter activity so far this year has caused USDA to
further reduce its 2022 pork output forecast. Production is now expected to be down
1.1% year-over-year and total 12.42 million tons. USDA expects Q1 production to
be down 5.1% YOY and Q2 production to be 1.8% lower, before production starts
to see year-over-year growth again in the second half of the year (see GRAPH
below). In the wholesale markets last week, demand was brisk for bacon and loins,
while ham values showed a large uptick, albeit from low levels. At home pizza

consumption during last Sunday’s Superbowl game supported trimming prices. But
the big price driver so far this year has been the drop in pork production; U.S. output
through the end of last week was -10.2% from last year’s pace, with year-to-date
slaughter down 10%. The strength in wholesale markets and tight supplies drove
April lean hog futures to new contract highs last week. Export activity is off to a
slow start and USDA is expecting another 3% decline in exports in 2022 after a 3%
fall in 2021 from record trade in 2020 (see TRADE next column.)

MOVING AHEAD

There have been a number of recent surveys on consumer attitudes in the
U.S. & around the world on food manufacturer ‘transparency’, or providing
information to buyers on food ingredients, how products are made, and
where food comes from. A Food Marketing Institute & NielsonlQ survey
found that when it comes to transparency, the most important attribute to
U.S. consumers is still basic ingredient information. In-depth nutrition
information was the 2 most cited transparency attribute of interest to
consumers. Beyond these primary attributes, shoppers also cited
certifications and claims (e.g. hormone free, USDA organic, ‘natural’) and
allergen information. Less cited by consumers was the need for
information on how the products were produced. Among 11 attributes
cited by respondents when asked “how do you determine whether a brand or
manufacturer is being transparent”, ‘sustainability practices’ ranked last.
While the study did not indicate how attitudes may have changed over time,
the authors concluded that despite the lower rankings of environmental
factors as food purchasing considerations, consumers are growing more
concerned about environmental & social responsibility practices of food
companies. That said, a 2021 study of 600 mainland Chinese consumers by
The Silk Initiative (TSI) found that just 30% of respondents were willing to
pay premiums for sustainable brands, while other traditional factors such
as quality, safety & freshness ranked much higher. Other studies show
consumers express a willingness to pay extra for sustainability attributes,
but then won’t do so when actually making a purchase. In addition, the use
of multiple labels representing individual sustainability attributes such as
organic, animal welfare or fair trade claims may - when applied individually
- cause consumer confusion. Sustainability labeling may raise awareness &
foster brand acceptance, but they are yet to be consumption drivers.

TRADE

Full 2021 U.S. trade data has been published and it shows a record volume
and value of beef was exported last year; total beef and variety meat
exports reached 1.440 million tons, +15% YOY or +185,000 tons with value
reaching a record U.S. $10.58 billion, up 38% or +$2.9 billion. Total beef
exports to China, including HK, totaled 241K tons ($2 billion), +87%. The
increase in U.S. beef exports to mainland China accounted for 86% of total
U.S. export growth last year. Beef trade with Indonesia also reached record
high levels (see tables below). Last year’s total U.S. pork and variety meat
exports fell 2% YOY to 2.922 million tons, but value was record high at
$8.11 billion, +5%. U.S. pork exports to China dipped by 300K tons, but
were mostly offset by increased trade with Mexico, Korea, and South and
Central America. China became - for the 1st time ever - the largest value
market for all U.S. red meat & poultry last year; exports to China reached
$4.21 billion, edging out #2 Japan at $4.20 billion.

U.S. Beef & Beef Variety Meat Exports to Asia & the World ('000 Metric tons)

Chilled & Frozen Beef Beef Variety Meats
% Change % Change
Destination 2019 2020 2021 2020/2021 2019 2020 2021 2020/2021
Japan 248.1 259.0 258.4 -0.2%| 58.1 41.5 54.6 +319
Korea 241.8 234.8 273.6 +17% 11.3 9.0 4.8 -47%
Hong Kong 73.0 70.0 39.0 -44% 8.7 7.5 5.7 -24%
Taiwan 63.5 63.7] 63.0 -1% - = 0.1 -
Vietnam 12.2 9.9 6.0 -39% 0.4 0.6 0.2 -50%
Philippines 13.8 10.2 10.4 +2% 2.3 0.6 0.5 -17%
Indonesia 10.9 11.0 14.8* 12.7 8.0 12.2
China 10.4 36.9 176.3 * 0.1 1.6 5.1*
Singapore 3.4 3.2 3.8* - - o
Thailand 1.5 1.5 1.3 i il =
Cambodia 0.8 0.6 0.4 aie == =
Australia 2% = = = ot = =
New Zealand 0.1 0.4 e - b pil s
Malaysia - - 0.1 - 0.1 i e
2 e B WL WorldTotal | 963.4 939 1106 +18% 261.1 223 241.9 +8%
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2020: +2.4% 12.84 MMT
2021F: -2.2% 12.55 MMT
2022F: -1.1% 12.42 MMT
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Hog Carcass Cutout Value: 14/2/2022 - US$107.98/cwt. (+10% from
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* 2021 Imports largest since 2000
** Less than 100 tons

U.S. Pork & Pork Variety Meat Exports to Asia & the World ('000 Metric tons)

Chilled & Frozen Pork Cuts Pork Variety Meats

% Change % Change

Destination 2019 2020 2021 | 2020/2021 2019 2020 2021 2020/2021

Japan 343.8 349.4 338.0 -3%, 10.1 = 6.6 +20%
Korea 189.0 144.1 153.3 +6% 6.9 3.9 5.7%
China 378.0 733.0 395.2] -46%)| 155.2] 222.5 288.9
Australia 97.7| 74.1 53.5 -28%) 0.4 0.1 0.7*
Philippines 21.7 24.7] 52:1°* +111% 10.9 11.9 15.1
Hong Kong 15.4 17.1 8.9 -48% 715 19.6 1.8
Taiwan 12.2 17.3 3.2 -82%) 3.2 2.2 1.2

New Zealand 8.2 10.0 9.2, -8% = - i -

Vietnam 3.6 21.5 4.1 -81%) 10.0 3.4 1.1 -68%

Singapore 3.7 3.3 2.1 -36%)| 0.2] 0.1 0.2] +100%
Indonesia 0.5 0.2 0.4 +100% e - 0.4
Malaysia 0.3 0.4] 0.2] -50%) - = -
T

World Total [ 2007.3! 2346 2185.6 -7%) 416.5 395.2 447.2r +13%

* 2021 Imports largest since 2000

** Less than 100 tons
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Quarterly U.S. Pork Production Forecast

2017: +2.6% 11.60 MMT
2018: +2.9% 11.94 MMT
2019: +5.0% 12.54 MMT
2020: +2.4% 12.84 MMT
2021F: -2.2% 12.55 MMT
2022F: -1.1% 12.42 MMT
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U.S. Beef & Beef Variety Meat Exports to Asia & the World (000 Metric tons)
Chilled & Frozen Beef Beef Variety Meats
% Change % Change
Destination 2019 2020 2021 [2020/2021( 2019 2020 2021 [2020/2021
Japan 248.1 259.0 258.4 -0.2% 58.1 41.5 54.6 +31%
Korea 241.8 234.8 273.6 11.3 S.0 4.8 -47%
Hong Kong 73.0 70.0 39.0 8.7 7.5 57 -24%
Taiwan 63.5 63.7 63.0] G e 0.1 -
Vietnam 12.2 99 6.0 0.4 0.6 0.2 -50%
Philippines 13.8 10.2 10.4/ 2.3 0.6 0.5 -17%
Indonesia 10.9 11.0 14.8* 12.7 8.0 12.2] +53%
China 10.4] 36.9| 176.3* 0.1 1.6 51% +219%
Singapore 3.4 3.2 3.8* +19% - i =
Thailand 1.5 1.5 1.3 13%) Sl i
Cambodia 0.8 0.6 0.4 33% e i
Australia e = - = = —
New Zealand 0.1 0.4 ks s s
Malaysia = x> 0.1 0.1 i
World Total [ 963.4 939 1106 +18%) 261.1 223 241.9 +8%
* 2021 Imports largest since 2000
** Less than 100 tons
U.S. Pork & Pork Variety Meat Exports to Asia & the World (‘000 Metric tons)
Chilled & Frozen Pork Cuts Pork Variety Meats
% Change % Change
Destination 2019 2020 2021 2020/2021 2019 2020 2021 2020/2021
Japan 343.8 349.4 338.0 -39 10.1 5.5 6.6 +20%
Korea 183.0 144.1 153.3 +6% 6.9 3.9 57% +46%
China 378.0 733.0 395.2 -46% 155.2 222.5 288.9 +30%
Australia 97.7] 74.1 53.5 -28% 0.4 0.1 0.7 +600%
Philippines 21.7] 24.7 52.1 +111% 10.9 11.9 15.1 +27%
Hong Kong 15.4] 17.1 8.9 -48% 71.5 19.6 1.8 -91%
Taiwan 12.2 17.3 3.2 -82% 3.2 2.2 1.2 -45%
New Zealand 8.2 10.0 9.2 -8% = = s =
Vietnam 3.6 21.5 4.1 -81% 10.0 3.4 1.1 -68%
Singapore 3.7 3.3 2.1 -36% 0.2 0.1 0.2 +100%
Indonesia 0.5 0.2 0.4 +100% - - 0.4
Malaysia 0.3 0.4 0.2 50%| -I
WorldTotal | 2007.3 2346| 2185.6) 7% 416.5 395.2] aa7.2] +13%
* 2021 Imports largest since 2000
** Less than 100 tons

EHERARH OhEEs S
STAL Hir&HE (L) : 202245 H 18-20 H
Bk E bR g - SORHE - Brhndk: 2022 %9 H 58 H

M%E: www.usmef.org.cn



https://www.thesilkinitiative.com/
http://www.usmef.org.cn/



