) U.S. Meat Bulletin

S et March 2, 2022 Volume XIV | Issue 3.1
FEDE

SUPPLY & DEMAND

The beef cutout drifted lower last week on falling steak prices and tepid restaurant
demand. According to a new survey by foodservice analysts Technomic, restaurant
activity in January declined from late last year on lingering omicron fears. Last
week’s drift lower represented the 4" consecutive week of wholesale beef price
declines, although the composite cutout value remains +28% from the same time in
2020; i.e., just before the pandemic hit the U.S. USDA CHOICE ribeyes are now
37% below their peak of last September but up 10% from 2020. Ribeye prices are
the lowest since January 2021 and are becoming attractive again after last fall’s
sticker shock caused steak buyers to trade down to lower cost alternatives. USDA
released its Feb 1 cattle on feed report last week and it showed a record 12.2 million
head of cattle on feed as of February 1. This was in line with market expectations.
Although the number of cattle moving from feedlots to plants (marketings) in
January was low due to Omicron, February saw higher processing activity. And
placements into feedlots in January were also lower, despite forecasts that drought
was pushing more cattle onto feed. Overall, the trend toward lower placements and
higher marketings should push down the cattle on feed number in USDA’s next
March 1 report. There are also now smaller cattle supplies outside of feedlots
available to go into lots this year, and this will lead to the live fed cattle pipeline
tightening as the year progresses. Although the volume of beef exported through
mid-February was 13% below last year’s pace, optimism remains that international
markets for U.S. beef will be strong this year. Post lunar new year Chinese beef
buying activity — especially of Brazilian product — has been frenzied in recent
weeks, a sign of firm demand in the #1 import market.
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nc(e szmg %)am & bacon values helped push last Friday’s pork cutout close

higher week-on-week. USDA’s new cold storage report showing relatively tight
frozen pork inventories also supported bullish wholesale market sentiment.
Bone-in ham values have increased 39% in the last few weeks, helped in part
by increased Mexican buying. The presence of Highly Pathogenic Avian
Influenza (HPAI) in some U.S. poultry producing areas has reduced exports to
Mexico of turkeys, a pork substitute; the market is the largest for the species.
Last week, Mexican authorities placed a ban on imports of poultry from the
state of Indiana due to an HPAI outbreak on a turkey farm there. The U.S.
livestock industry is closely watching developments in the grain
markets following the beginning of conflict between Russia and Ukraine. U.S.
and European sanctions on Russia have not targeted the food trade,

but sanctions on banks could make

trade settlements more difficult for Russian wheat & meat exporters (see
TRADE next column). Corn, soybean and wheat futures rallied mid-last week
immediately following the start of military operations, but the market pulled
back sharply on Friday and has been choppy so far this week. There are
already disruptions to shipping in the region. Ukraine is a major corn exporter,
accounting last vear for 29% of China’s total imports of 28 million tons.
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MOVING AHEAD

A number of private meat companies have issued sustainability plans, but
the USA’s 60,000+ pork producers have just published their 1st collective
report on efforts and goals to reduce the environmental footprint of the
entire industry. Adopting a wholistic approach, the report, published by the
National Pork Board, notes sustainability encompasses the 6 areas of food
safety, animal well-being, people, public health, the environment and the
rural communities in which producers live and work. The new report
builds off a life cycle assessment completed several years ago that
estimated that gains in production efficiencies had resulted in industry-
wide reductions in land, water and energy use by 75%, 25% and 7%,
respectively during the period of 1960 to 2015. Moving forward, the report
announces the goal that further improvements will allow U.S. pork
production to reduce greenhouse gas emissions 40% between the baseline
period of 2015 and 2030. Pork production in the U.S. is not a major GHG
emitter. According to data from the U.S. Environmental Protection Agency
(EPA), only 10% of U.S. GHG emissions are attributable to agricultural
activities and of that, U.S. pork production is only responsible for 4%. An
estimated 50% to 60% percent of pork’s environmental footprint is
attributable to the production process for crops fed to hogs. In the report,
the industry also pledges 100% traceability for all fresh U.S. pork products
by 2030, and an expansion of coverage of existing pork quality assurance
certification programs to guarantee end-to-end welfare and well-being of
all hogs raised by the industry. Metrics and an industry-wide database are
being established to allow the constant measurement of progress toward
the industry sustainability goals. Collection of data at the individual farmer
level is being facilitated by 3t party analytics provider SEC EcoPractices,
who will offer free audits to any pig farmer who is a part of the national
Pork Checkoff program.

TRADE

It is too soon to assess the impact of the unfolding Russia-Ukraine conflict
on the global meat & agricultural product trade. To date, the war has
caused more disruptions in energy and metals markets than for those for
agricultural commodities, but there are reports that Ukraine’s grain trade
has been largely halted. Russia & Ukraine are major wheat producers and
export competitors, with the combined production of the 2 accounting for
roughly 14% of global output and combined exports equal to 22% of the
global wheat trade according to USDA 2021/22 estimates. Ukraine is also a
growing force in global corn markets, with its forecasted 2021 exports of
33.5 million tons equal to roughly 17% of total global exports (USDA
expects the U.S. will export 61.5 million tons). On the meat side, Russia was
once a major net importer, but last year, total M&P imports of
approximately 610K tons were more or less balanced with exports of 636K
tons. In 2013, Russia imported over 2.4 million tons of M&P, making it one
of the largest global markets at that time. But in the summer of 2014, the
country banned all meat, fruit, vegetable seafood, milk and dairy imports
from the U.S, the EU, Australia, Canada and Norway.

The bans remain in place and today, with most current Russian imports
originating from Belarus, Paraguay, Brazil and Argentina; 48% of
Russia’'s M&P trade consists of beef. Russia’s main exports consist of

poultry to China, Kazakhstan, and Saudi Arabia and pork to Vietnam and
Ukraine. Last year, Russia exported a modest 42K tons of beef, with China
being the #1 market. Ukraine has a smaller footprint in global M&P
markets. Last year, the country imported 242K tons of M&P, with the
largest item being Polish poultry. Ukraine is a larger exporter, with 90% of
its 512K tons of M&P exports consisting of poultry to markets including
Saudi Arabia, the Netherlands and Azerbaijan. Interestingly, Ukraine is
the 4t Jargest export market for Russia’s M&P, with exports last year hitting
80K tons.
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