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SUPPLY & DEMAND

The USDA CHOICE beef cutout value trended lower for the fifth week, dropping
2% from the previous week to an average of $2.56/Ib. That is still up 9% from last
year and 24% higher than 2020. Last week, values were steady for the rib and
brisket primals and were down just 1% for all other primals, except the chuck which
was down 6%. Demand was described as somewhat tepid with industry analysts’
Urner Barry reporting consumer uncertainty about food inflation. Chuck roll and
tenderloins were reportedly discounted on relatively abundant supplies and
expectations of warmer weather leading to less demand for roasts. Chuck rolls
dropped to $3.05/Ib, a sharp decline from the peak of $4.13 in late Jan and down
13% from last year. There have been reports of sizeable stocks of frozen U.S. chuck
rolls in China, discouraging new sales there. Last week, most loin cuts were
relatively steady. Heavy boneless ribeye prices averaged $8.90/Ib, down 10 cents
from the previous week and down 11% yoy. Weekly estimated slaughter was
658,000 head, up 1.7% from the previous week but down 1% from last year. Year to
date estimated U.S. beef production is down 0.2% from last year with slaughter
down 0.3%. Average live steer weights averaged 1,400 Ibs., down 2 Ibs. from a
week earlier but up 21 lbs. from last year. Dressed weights averaged 843 Ibs., down
1 Ib. from last week but up 13 Ibs. from last year. After averaging up roughly 1%
week/week for the past two Fridays, cash steer prices erased those gains and
averaged $140.76, down $2.64/cwt or down 1.8% from the previous Friday. Live
cattle futures traded lower, discount to cash, as the markets continued to react to the
conflict in Ukraine. Feeder cattle futures also moved lower, partly reflecting the
dramatic  escalation in feed prices amid global commodity pricing
turmoil.
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Beef Choice Beef Cutout Value: 7/3/2022 - US$254.71/cwt. (-1% from
1/3/2022)

After climbing 16% from the beginning to the end of Feb., the pork cutout
drifted lower by 3% last week, its first weekly decline since the first week of the
year. The cutout still stands +15% from last year, and up 62% from the same
week in 2020. Last week compared to the previous week, prices were higher
for the rib and ham primals, each up 3%, but bellies were down 8%, picnics
down 6% and loin down 3%. Factors affecting the market last week included
easter ham buying, competitive products from Canada and various logistical
issues affecting product deliveries. Heavy bone-in ham values reached $0.67/1b,
up from $.60/Ib last week and up sharply from the recent low of $0.42/1lb in
early Feb. However, bone-in hams are still -5% from the same period last year.
Year to date estimated production and hog slaughter are each running down
7.8% from last year. Last week live hog values surged while futures zig zagged,
a sign of uncertainty in all commodity markets.
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Source: USDA/AMS, 23-27#
Hog Carcass Cutout Value: 7/3/2022- US$106.65/cwt. (-1% from
1/3/2022)
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TRADE

Last week, we provided an overview of the importance of Russia and
Ukraine in global meat markets. To be sure, the regional turmoil is having
a far greater impact on global grain markets. In the U.S, sharp shifts in
grain values are affecting producer calculations of breakevens and livestock
hedging strategies. Although wheat & barley are not common livestock feed
ingredients in the U.S., the unprecedented 40% week-on-week rise in U.S.
wheat futures spilled over into corn markets, where futures rose 13%
during the course of last week, affecting both cattle and hog markets.
Through Monday March 7, yesterday, U.S. livestock futures remained under
pressure from concerns that the Russia-Ukraine conflict, which has halted
grain exports from those key Black Sea suppliers, will drive up the cost of
feed. In addition to grains, Ukraine also supplies half of the globe’s
sunflower and safflower oil output. Uncertainty over the availability of
Ukraine’s large sunflower oil supplies is pushing up prices of other oilseeds,
including U.S. soybeans, another key livestock feed ingredient. Below are
summary graphics indicating the influence of Russia and Ukraine in key

grain & oil markets.
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