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SUPPLY & DEMAND MOVING AHEAD

The beef cutout eased for the 3 consecutive week based on increasing Logistical snarls continue to affect global supply chains. According to
production and weaker demand for chuck rolls and briskets. Wholeale prices maritime consultancy Sea Intelligence, the schedule reliability of all ocean
were also negatively influenced by larger product availability, although retail going shipping vessels last December fell to 32%, the lowest score ever.
beef prices remain record high, a fact that might be pinching overall demand. A  Experts say conditions have yet to noticeably improve this year. The
large part of the U.S. population will be dealing with frigid arctic temperatures average delay for ships that missed their schedules was 1-week. That may
this week, which may lead to some retail stocking. With omicron related plant not be a problem for most goods, but even seemingly short 7-day shipping
slowdowns largely over, the U.S. beef processing industry managed to process delays for U.S. chilled meat exporters can be problematic for just-in-time
663,000 head of cattle last week, the highest in 9 months. The higher harvest supply chains to Asia. Chilled pork shipped from Midwest U.S. plants to
volumes allowed live fed cattle prices to hold firm last week, and despite Japan supermarket shelves - prior to the current shipping issues - took
predictions that USDA’s cattle-on-feed numbers for January will show record approximately 30 days. With vacuum packaged chilled boneless pork shelf
numbers of animals were in feedlots as of Feb 1. Drought continues to push lives in the range of 45-50 days, even small delays can narrow the window
animals from western grazing areas on feed, and with hay stocks down, and for the marketing of the product. Moreover, some Asian retailers have
prices rising, cow calf operators could decide to move even more animals into  traditionally required product arriving in stores to have at least % of the
lots. The high prices for calves and feeder cattle that feedlotters have been recommended shelf life remaining in order to be deemed salable. There is
willing to pay to keep pens full have added a demand pull dynamic to the greater leeway for shipping delays of chilled beef items, which typically
market. But these high calf prices should at some point incentivize those with  have chilled shelf lives in the 90-100 day range. Although product near the
cows to hold back liquidation and rebuild herds. In the next few months, all expiration of its recommended shelf life does not pose a food safety risk,
eyes will be on the weather and moisture conditions in the south and central quality can deteriorate; i.e. meat color darkens and purge increases.
plains. Belief that live cattle supplies will tighten throughout the year is driving  Although chilled product can be safely frozen as it nears the end of its shelf
a bullish live fed cattle futures market. After a weak start to exports this year, life, it loses considerable value. Despite extraoardinary supply chain
lower beef prices saw Japanese and Korean buyers aggressively step back into  challenges, the west coast ports of Los Angles, Long Beach, and Oakland

the market the week of Feb 3. handled a record volume of container traffic last year, with goods imports

Estimated seaborne shipments of U.S. beef & pork by major destination 2011-2021 ll‘lt.O the US. s.urgmg along with the Shlpplng of empty containers baCk_ to

(Jan-Dec, metric tons) Asia. Interestingly, seaborne U.S. chilled beef & pork exports, most of which

- are shipped to Asia out of west coast ports, especially Oakland, reached
metric tons i i . .

50,060 Mitpsh. Wiers Easvan, WChna: SNewherinds  mowes record levels last year (see GRAPH column 1). There are no statistics on the

volumes of chilled U.S. meat shipped by air, but they are estimated to be
very small relative to ocean shipped product. The cost of air-freighting
chilled U.S. meat to markets such as HK is estimated to be up to 10X that of
sea freight. Efforts to improve U.S. supply chain infrastructure continues;
the port of Oakland is partnerning with USDA to construct a new pop-up
yard for short term storage of cargo, especially outbound refrigerated
agricultural products. This will free-up truckers for more pick-ups and
drop-offs.
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Beef Choice Beef Cutout Value: 18/2/2022 - US$265.85/cwt. (-3% from Last week we noted that in 2021, China became - for the 1st time ever - the
14/2/2022) largest value market for all U.S. red meat & poultry (M&P) with total

exports reaching $4.21 billion, just slightly above M&P shipments to long-
Spot tightness in belly markets & solid bacon demand helped push the belly primal  time market leader Japan at $4.20 billion. China also rose to the #1 spot for
and the overall pork cutout up 14% & 5% respectively week-on-week, with the  all U.S. agricultural exports, with a value totaling U.S. $33 billion, a sharp
cutout hitting its highest level since last October. Average retail bacon prices are  25% increase over 2020 and the 1%t time ag exports had exceeded U.S. $30
+25% YOY and the highest ever for this time period. There has also been active  billion to any 1 market (see graph below). The record purchases however
retail buying of pork loins (see GRAPH below), especially further trimmed boneless  did not match the goals established under the PHASE 1 US-China trade
product. Last week’s harvest activity remained relatively muted at 2.498 million agreement, which specified that China was to buy an additional $32 billion
head. Despite less-than-capacity slaughter levels, cash hog prices, from market  of specified agricultural goods combined over 2020 and 2021 above the
animals to feeder pigs, are rising. Some analysts note that there is a severe lack of  pase Jevel of 2017, which was $20.7 billion. Trade data showed that China
on-farm labor, with the shortage taking a toll on sow farms. Even the absence of a purchased 83% of its agricultural commitment, a significantly higher
few workers can result in lowered productivity for operations, and a cut in  fyifillment percentage than its additional purchases of energy products
production efficiency — as manifested by 2-3% higher pig mortality — could be (37% of the commitment), services (52%), and manufactured products
impacting supply. Farms are also reported to be experiencing more animal health (59%) that were also part of the total $200 billion additional purchase
challenges this winter, affecting the supply pipeline. The lower availability of hogs pledge. Principal agricultural exports included soybeans ($14.1 billion,
and higher cash prices is helping to push lean hog futures contracts higher, with the +0% YOY), corn ($5.1 billion, +316%), beef & pork ($3.3 billion, +27%)
April contract reaching a high last week. Pork exports during the week ending Feb forestry products ($2.1 billion, +31%), & feedgrains excluding corn ($1.86
10 were even with the previous 4 weeks, but total overseas shipments of muscle 50, +63%). According to the PHASE 1 agreement, purchases were to be
cuts through the first 6 weeks of the year are running -22% YOY. Low ham values “made at market prices based on commercial considerations.” Although
however have been very positive to pork purchasing by #1 market Mexico, and (v oo enterprises (SOE’s) are active meat & poultry importers,

year-to-date shipments there are +41%. it is believed the growth of China’s imports of U.S. beef & pork in 2020 &

Pork Loin 2021 were driven by commercial considerations and not the PHASE 1

commitments. The U.S. Trade Representative (USTR) said last week in its

annual update on China trade issues that while it would hold China

accountable to its purchasing commitments, the U.S. would seek new

--=Syear ave strategies to engage with China to resolve ongoing trade issues. Despite

T CoVID and supply chain challenges, total 2-way trade between the U.S. and
China grew a huge 29% last year to $756 billion.

U.S. Ag Exports to top markets

Hog Carcass Cutout Value: 18/2/2022 - US$109.91/cwt.
14/2/2022)

ACTIVITIES:
SIAL, Shanghai: May 18-20, 2022
Food & Hotel Asia, Singapore: September 5-8, 2022

(+2% from



http://www.usmef.org.cn/

S ME,

()

o ~
Ry FEDEW'

X E A m # A

20225 2H22H 10U 2. 3 #5

EIVASEER S

BEJA P BN LA K T T BB P 5 A0 2 i i PR PR 7 SRR S, 2 P DAy
BSOS R ARG N T S R,
RAEFREENHI I R, X —H L] Re S AR 7R R
A R HR AL AE S [ B9 K T I 7% A AR <R R, HETT 2 EORS
Fatt & TER . BB omicron RN T 4 A EHEE,
RE AR E R EE T 663,000 kA, O 9 A BLKEK
. RTINS E AL 1 A d R eSS (BE 2 A
L H) ¥R, EHEHIA R ERQELDs, ERENEERER
EAEE 4 RAAE i B DRI IR . 3 TR0 T e X 2 R
FIALE 7, [R5 2B A7 (b DL AR R B B3k, BEAF 2RIk 5 ]
DRERTE L RERENLE Y. 4, FEESEE S
AR & 24 W DGR FR A 1 RO IR, T 75 R hesh 11l
Yo AHIX LG m AT AR AL B AR BE b Rz 2 WURh A A A b 2 27

P B A Th 3 R A R SRR R b SaEE A R e Ea %, Jf
HESE AR TR A QIR EIR, BURIIZE AN S
HAFMSBE LA 2 H 3 OLHRBERTG.

Estimated seaborne shipments of U.S. beef & pork by major destination 2011-2021
(Jan-Dec, metric tons)
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