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Note: Due to upcoming Labour Day holiday, the next U.S. Meat Bulletin
will be published May 4.

SUPPLY & DEMAND

After trending higher over the past five weeks, the USDA CHOICE beef cutout
moved lower last week, down 1% from the previous week to an average of $2.70/Ib.,
down 4% from last year but up 15% from pre-CoVID 2019. Demand seasonally
increases in May in the lead up to Memorial Day (May 30) and beef prices are
expected to remain steady-to-firm over the next month. Live fed cattle prices also
jumped last week, but USDA’s bearish cattle-on-feed report released last Friday
caused cash and futures prices to slump yesterday. To the surprise of analysts,
USDA reported that more cattle than expected were placed into feedlots during
March, putting the April 1 cattle-on-feed inventory of 12.1 million head at a record
level for this month. But analysts are largely in agreement that a tighter cattle
pipeline is coming, even though a higher-than-expected number of cattle on feed
need to be worked through in the next few months, and now according to some,
possibly into the late summer. USDA’s report showed a high number of heifers
remain in feedlots, a sign that producers are culling females. The U.S. cattle country
is experiencing its worst drought since 2013, with over 60% of U.S. cattle supplies
in areas experiencing dryness, compared to 35% a year ago. And according to
USDA, Q1 2022 cow slaughter was the highest since the mid-1980s. According to
one industry expert, the current pace of cow slaughter will result in a 4% YOY
reduction in the U.S. beef cow inventory during this year, the fastest decline since
the 1980s. Beef export movement for the week ending April 14" was the busiest
since last July, with large loads shipped out to Korea and China. Exporters are
keeping fingers crossed that the current CoVID related obstacles at the port of
Shanghai, a major landing zone for China-bound U.S. beef exports, will improve in
the coming week or two.
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Beef Choice Beef Cutout Value: 25/4/2022 - US$266.60/cwt. (-1% from
19/4/2022)

Last Friday’s pork cutout value moved 1% higher week-on-week, driven by a
double digit increase in bone-in ham values. Through the 1% week of April, U.S.
pork muscle cut exports to Mexico of 204K tons were +35% YOY, but the #1
market is the only destination among the top dozen to show double digit growth this
year. The June 2022 lean hog futures contract, which has been mostly range-bound
between $1.12 - $1.23/Ib. since early February, traded near the lower range through
last week. Still, and despite weak exports & high grain prices, overall U.S. pork
market sentiment remains guardedly optimistic, and the June futures contract
continues to trade at a premium to the current average carcass value of $0.99/Ib.
Other factors that propped up last week’s market was a 12% week-on-week bump in
Chinese live hog prices and USDA’s cold storage report showing last month’s
frozen pork inventories still somewhat tight and well below the most recent five-
year average for March. (see GRAPH below). Although the U.S. market has largely
factored in much lower pork exports to #2 China this year, weak import demand is
being compounded by ongoing lockdowns and logistics bottlenecks at the various
ports of Shanghai. In a major speech last week, a senior official at China’s Min. of
Agriculture predicted market fundamentals — and local hog prices - would rise by
June, a statement that has buoyed Dalian futures.
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Hog Carcass Cutout Value: 25/4/2022 - US$105.79/cwt. (-1% from
19/4/2022)

ACTIVITIES:

Food & Hotel Asia, Singapore: September 5-8, 2022
FHC Shanghai Global Food Trade Show: Nov 8-10, 2022
SIAL, Shanghai: December 7-9, 2022

MARKET MAKERS

Smithfield Foods, Inc., the world’s largest pork producer, has joined
Lineage Logistics, LLC, the world’s largest cold storage provider, to open a
next generation cold storage facility and distribution center in Kansas. The
62,000-pallet capacity facility automates 97% of inventory in-and-out
movements, with a capability to robotically ‘layer pick’, the process of
assembling or dissembling individual pallets. The facility also has a
patented blast freezer that reduces freeze time and energy use by one-half
that of more traditional blast freeze facilities.

MOVING AHEAD

The White House and congressional lawmakers continue to debate policy
options to introduce more competition into the U.S. beef packing industry.
The issue is a complicated one as studies have shown that concentrated
ownership of large plants does not necessarily impede competitiveness, and
large-scale facilities have lower harvesting and processing costs. On the
opposite side, cattle raisers argue that in recent years, and especially during
the pandemic, the small number of big processors - through their market
power - were able to keep a lid on the prices they paid for fed cattle, while
increasing meat costs to consumers. There have been several drafts of
legislation which would increase price transparency, provide more
information about how processors buy cattle, and provide more incentives
to expand U.S. meat processing capacity. Several tranches of federal USDA
assistance to jump-start new investment in smaller-scale meat processors
have been announced, including last July’s $500 million of grants, $100
million of credit guarantees in December of last year, and most recently this
February, $215 million of additional grants for small plant capacity
building. Another bill under discussion, with equally large implications,
would amend a 100-year-old USDA law forbidding livestock auction
operators from financing or managing meat processing facilities. The new
bill would allow upstream investment by cattle owners in packing plants, as
long as they had a capacity of less than 2,000 animals per day or 700,000
animals per year. Debate is likely to continue over whether such a bill
would introduce new competition into the market, or result in many
smaller plants that would have higher costs of production and higher meat
prices. Proponents of the bill note that the pandemic raised new concerns
beyond affordable prices, including U.S. meat production resiliency. These
supporters argue that having more facilities - even smaller ones - would
decrease the economic impact of the shutdown of one or more of the USA’s
several dozen big plants.

TRADE

Korea became the largest export destination by value for U.S. beef in 2021,
edging out long-time market leader Japan. Its lead has solidified this year,
with dollar purchases of U.S. beef - measured from the export side -up 57%
for Jan-Feb to U.S. $513 million, the 1st time ever any foreign market has
purchased over half-a-billion dollars of U.S. beef during this time period.
Korean customs data shows the volume of total beef imports during Q1
down -3% YOY, but buyers spending +32% to buy that volume. The import
appetite of Korea is all the more remarkable when considering it
experienced its peak CoVID wave during the 2n half of its quarter,
recording the highest caseloads of any country at the time. Last week,
Korea announced the ending of virtually all CoVID related social distancing
measures, with restaurants allowed to open 24/7 and size limits eliminated
for social functions such as weddings and church gatherings. Food tasting
activity in supermarkets will also resume this week. Korea re-opened its
borders without quarantine requirements to all travelers April 1,
establishing the most liberal travel policy in North Asia. Q1 Korean pork
imports rebounded from the pace of a year-ago as processors purchased
more Spanish product; Spanish supplies have become much more
available - and at attractive pricing - as weak import demand from China,
Spain’s #1 export market, remains anemic.
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