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Note: Due to Easter holidays, the next U.S. Meat Bulletin will be published
April 20.

SUPPLY & DEMAND

Institutional forward buying of steak cuts helped drive the overall USDA
CHOICE cutout higher last week. After weak sales in January due to omicron,
visits to major U.S. steakhouse chains have rebounded. On the retail side,
buyers are also buying forward for the Memorial Day holiday weekend (May
27-30) in expectations that overall food prices will rise further. Fatty trimmings
and leaner 90CL for hamburger are also in demand, as U.S. consumers re-start
seasonal backyard grilling. Exports have helped support the wholesale beef
complex, with Q1 weekly data showing the pace of overseas shipments +1.4%
from the record pace of Jan-March 2020. Monthly data for Jan & Feb show the
total value of U.S. beef exports up a sharp 47% YOY, a record pace & clear sign
of strong overseas buyer interest, despite high prices. Last week’s U.S. cattle
slaughter came in at surprisingly high 679k head, with a high proportion of the
week-on-week growth believed to come from increased cow slaughter. Larger
numbers of cattle are entering feedlots as dry conditions spread in pasture and
rangeland areas continue; last month, drought coverage across the contiguous
U.S. expanded to 61%—the highest since the fall of 2012. The greater short-
term movement of cattle from pasture into feedlots and then to plants is
keeping a lid on fed cattle prices, with values hovering in the US. $1.38 -
$1.40/1b. (liveweight) range last week.
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Beef Choice Beef Cutout Value: 11/4/2022 - US$272.11/cwt. (+3% from
28/3/2022)

Driven by lower butt & belly values, the pork cutout continued to drift lower
last week, a somewhat surprising movement given the slow pace of slaughter
and rising concerns about the health of U.S. poultry flocks (see MOVING AHEAD
next column). Year to date estimated pork production and slaughter are both
down 6.2% from the pace of last year. Lean hog futures also moved noticeably
lower last week. The movement is counterintuitive to analysts, but some noted
that high values for the summer 2022 futures contracts back in February
discouraged forward wholesale buying of pork. In addition, the steady rise in
wholesale prices during Jan. and Feb, which some thought would continue
through H1 as occurred last year, suddenly turned downward by early last
month. Another bearish factor is the slow pace of exports and CoVID related
logistical bottlenecks at Shanghai ports, main gateways for U.S. pork imports.
Although the media is reporting Shanghai residents running low on food during
the current lockdown, this is almost entirely due to local delivery problems
rather than the availability of supplies. Shanghai warehouses are flush with
imported meat & poultry, but wholesalers have been unable to access them due
to comprehensive shelter in place rules for all residents. The slowdown of
commodity circulation extends back to the port, where locked down customs
agents are having problems physically submitting import paperwork and
finding drayage, despite the port continuing to operate 24/7. According to
weekly USDA data, total U.S. pork muscle cut exports (volume) through Q1
were -24% from the level of 2021 with shipments to China -70%.
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Hog Carcass Cutout Value: 11/4/2022 - US$106.64/cwt. (-1% from
28/3/2022)

ACTIVITIES:
SIAL, Shanghai: May 18-20, 2022 ([{ery¥0\)NY))
Food & Hotel Asia, Singapore: September 5-8, 2022

MOVING AHEAD

New concerns about animal protein supply tightness are emerging with the
spread of bird flu (HPAI) through U.S. chicken flocks, especially layers. Over
23 million chickens have been lost, of which 80% are table egg layers.
Wholesale table egg prices are 170% from year ago levels, but fortunately,
the impact on broiler meat supplies has been minimal. USDA and the
poultry industry has so far been able to regionalize the spread of outbreaks
and the crucial Southeast commercial U.S. broiler flocks have been
unaffected. HPAI's threat to U.S. poultry flocks come as the U.S. hog herd is
shrinking. USDA's latest hogs and pigs report showed that the total March
2022 U.S. hog inventory of 72.2 million head was -2.3% YOY, a sharper
decrease than anticipated by analysts. The breeding herd (6.098 million
head) was -1.9% YOY and the lowest since March 2017. The average pigs
per litter was 10.95, flat with the previous quarter but also down from
expectations that it had grown. The report came as a surprise; hog
production fundamentals have been positive for producers, despite high
grain prices. lowa State University estimated average returns for a farrow-
to-finish operation in the state at $21.36 per head during February. But
animal health issues have hit some producers and grain prices have since
increased due to the Russia-Ukraine conflict; corn futures contract values
increased 26% during Q1 after rising 23% in 2021. As the conflict
continues, uncertainty prevails.
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TRADE

China’s meat & poultry consumption is expected to further rebound in
2022 with higher domestic pork supplies & steady to slightly higher intake
of beef and poultry. But forecasts still put this year’s meat consumption
below the peak 46.9 kg. per person level estimated in 2014 (see GRAPH
below). With incomes growing, distribution logistics improving and current
pork prices at pre-ASF levels, why hasn’t meat consumption continued to
show the steady growth that took intake from the 5kg-per-person range in
the 1960s to the 45 kg PCC of today? There are several theories, although it
is difficult to quantify the impact of each. There is no question that China is
doubling down on food security efforts. A “Clean Plate” campaign launched
in 2013 to battle rampant food waste received fresh impetus in April last
year with the passage of an anti-food waste law. The Clean Plate campaign,
coupled with anti-corruption efforts - including a crackdown on excessive
government banqueting - and pandemic impacts on institutional catering
demand (factories, schools & other business units) has curbed overall food
demand. In addition, a fall 2018 ban on the swill feeding of hogs has
reduced the secondary market value of food waste. The central government
also published guidelines in 2016 calling for a halving in per capita meat
consumption by 2030 to reduce greenhouse gas emissions and to combat
obesity, although this initiative is not yet a major factor in curbing meat
intake. Similarly, new investment in alt meat production has been notable,
but is not yet a major driver of meat consumption patterns. Central
government endeavors to increase food security and decrease import
reliance are ongoing, although for meat & poultry, USDA estimates domestic
self-sufficiency is already at 90%. That’s despite China not restricting M&P
import volumes as it does for the essential grains corn, wheat & rice.
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