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SUPPLY & DEMAND

Last week, the USDA CHOICE cutout closed down for the 31 successive week, as
processing plants ramped up harvests and more beef entered wholesale
markets. After a strong Mother’s Day this past Sunday, where reservations on
the OpenTable Inc platform were 39% higher than in 2019, wholesale beef
market demand is mixed. May is traditionally the strongest month for beef
demand as households fire up grills across the country. Grilling activity in the
past few weeks has been delayed by cold weather. Moreover, consumers are
worried about prices - especially for food & gasoline - and this concern is
showing up in falling price levels for premium beef cuts such as ribeye (see
GRAPH below). The recent value decline of the rib primal accounts for 1/3rd of
the overall cutout’s decline with analysts believing that weakening demand is
fueling the drift lower. Moreover, the fall is occurring as a substitute grilling
product, boneless chicken breasts, are enjoying record high retail prices.
Supermarkets have started more actively advertising specials on rib and loin
cuts, and the industry is hopeful that households will ramp up beef purchases
in the critical demand weeks leading up to the May 30 Memorial Day weekend.
Fed live cattle prices remained steady in the U.S. $140 - $145/cwt. range
through last week and await better news from the beef wholesale market.
Futures ticked up based on continued optimism over tighter cattle supplies
during H2 2022, but cattle on feed remain record high and some believe ample
supplies will be available through Q3. Much welcome rain has fallen across the
Great Plains in recent days, providing incentives to graze cattle rather than
move them into feedlots. The moisture could also result in less cows being sent
to slaughter in the months ahead.
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Beef Choice Beef Cutout Value: 10/5/2022 - US$255.24 /cwt. (-4% from
25/4/2022)

The pork cutout held steady last week on steady to firm ham, loin, rib, and
picnic prices. Harvest activity ticked up to 2.427 million head - the highest in 4
weeks - but year-to-date U.S. pork production is still -5.1% YOY. That’s despite
live hog weights averaging 293 pounds (133 kgs.) or +5 pounds YOY. Lean hog
futures were pressured last week from inflation concerns, the negative tone of
financial & equity markets and bearishness about U.S. pork exports. Inflation is
currently front & center for U.S. consumers with both grocery and restaurant
prices record high (see GRAPH below). How this is influencing food buying
decisions remains unclear, with restaurant activity still strong but consumers
pushing back in supermarkets on items like bacon, where double digit YOY
price increases are more transparent. Other ominous signs are the declining
savings rate & the level of household disposable income. On the trade front,
data from Q1 show total U.S. pork exports, including variety meats, down 20%
YOY, while weekly data through the end of April shows the pace of muscle cut
shipments at -26% YOY. Pork exports - including V-meats - accounted for one-
quarter of total U.S. output in Q1. There continues to be concern about the
impact of China’s CoVID related lockdowns on overall pork consumption and
demand for imports, but despite continued negative news, lockdown activity is
easing. China market observers also point to slowly rising Dalian futures prices
as reason for optimism, with the Jan 2023 contract now at levels suggesting
domestic producers could be profiting up to $35/head by early next year.
Farrow-to-finish producers are losing over $40/head currently.

Menu Prices, Grocery Store Prices & Overall Consumer Prices
Percent change versus same month in previous year
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Sources: Bureau of Labor Statistics. Naticnal Restaurant Association

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

MOVING AHEAD

This bulletin has covered the separate U.S. beef industry sustainability
initiatives being undertaken by producer groups and the packing industry,
but there is an ongoing unified effort to advance the continuous
sustainability improvements across the entire U.S. beef value-chain.
Members of the U.S. Roundtable for Sustainable Beef (USRSB) include
cattle raisers, feedlotters, cow-calf operators, auction barns, packers and
processors, retail and restaurant chains (e.g. Target and McDonald’s), beef
allied industries (e.g. animal health companies) and members of civil
society (e.g. The Nature Conservancy). Formed in 2015, USRSB began a
multi-year goals-setting process to establish metrics and targets for each
sector of the industry and in 6 sustainability buckets: 1) air and greenhouse
gas emissions, 2) land resources, 3) water resources, 4) employee safety
and well-being, 5) animal health and well-being, and 6) beef production
efficiency and yield. In late April, USRSB published these goals in a 38-page
USRSB High-Priority Indicator Goals & Sector Targets that can be found
HERE. Given that the USRSB is not a regulatory body, its targets are
voluntary, but its membership of industry heavyweights suggests that its
efforts will influence the entire U.S. beef industry. Its targets are specific &
quantitative. For example, all USRSB member retail and foodservice
companies are to assess food waste and set a target to reduce waste by
2023, and then report publicly on that progress by 2025. Chain end-users of
U.S. beef are also committed to assess deforestation risks in their beef
supply chains. Packer members are tasked to reduce worker safety incident
reports in half by 2030, while on the other end of their supply chains, ask
cattle suppliers to implement mandatory employee training on proper
animal handling and care. In the hopes that other industry players will
adapt USRSB’s goals, the organization provides online sustainability
training modules and sustainability self-assessment surveys to enterprises
wishing to begin the process of developing sustainability programs for their
beef supply chains.

TRADE

China’s weak pork market is exacerbating the impact of punitive tariffs on
U.S. pork imports there. China placed an additional 25% import duty on the
MFN duty rate of 12% in April 2018 and U.S. exporters continue to face that
duty disadvantage vis-a-vis competitor products from all other suppliers.
The U.S. market share of China’s total Q1 2022 pork imports stood at 13%.
During Q1 2017 - pre-tariffs - U.S. market share stood at 20%, and on a
volume almost exactly the same (663K tons) as Q1 this year. The difference
in 2017 & 2022 market share performance equates to a loss of over U.S.
$100 million based on current U.S. pork export unit values. Moreover,
higher import duties translate into lower export prices for U.S. exporters.
During the Jan-Feb period, average EU bone-in ham export values equated
to $1,834/ton while U.S. values were $1,347/ton, a differential almost
exactly equal to the 25% duty difference. Now there is a glimmer of hope in
both China and the U.S. that some tariffs could be lifted. The U.S.
administration is to begin a 60-day scheduled review of the $300+ billion of
tariffs imposed on Chinese imports nearly 4 years ago. Although the review
does not include the Section 232 metals tariffs which prompted China to
add the 25% punitive duty on U.S. pork imports, other administration
officials have stated in recent weeks that the U.S. should review all tariffs in
light of current U.S. inflation trends. According to a study by the Peterson
Institute (PIIE), a 2% reduction of tariff rates spread across the U.S. $2.8
trillion in merchandise the U.S. imported last year would yield a 1.1%
reduction in inflation, which in the most recent month, grew at an 8.5%
annualized clip. That would equate to a sizeable U.S. $800 per annum
reduction in the merchandise expenditures bill of an average American
household. While economists debate the calculations of the PIIE, there is
general agreement that tariffs are aggravating inflation, and there is little
question that China’s tariffs on U.S. imports are crimping trade. If U.S.
market share in China returned to the 20% level that existed pre-punitive
tariffs, the volume of total U.S. pork exports could increase by 10-15%.

US market share of China pork imports
(Quarterly %)

Note: volume includes variety meats



https://www.usrsb.org/Media/USRSB/Docs/usrsbgoalsandtargets_supportingdocument_2022.pdf
http://www.usmef.org.cn/

S ME,

()

o ~
Ry FEDEW'

X E A m #F A

202255811 H 10U 5.1 47

EIVASEER S

b B R 2 A R 4 A A S A = R Rk, BRI T B R A 4
WAL AT, LEBEH T AN mIFEROBET 2%,
OpenTable Inc “F& FMFITEEL 2019 “Emt 39%, FWHt AT
T RERGR NS, 51, 5 AR NTREERR A G,
IR R 4 [ - Hh I R BE AR g e . 3 25 JUE IR T sh IR R SR A IS,
A TEIR . ik, A4, T2 R R EITERDE— I H R & R
VR AN — T X P FE D8 I PRELLE AN A KT T B o e B IR S0 5 4 A
(LTED o« WSS E T Bk 5 IR A ARRIER 1/3, 2 Hrif
AT SRR IEAEHES i T . b, EEZEQLFNFmEEN
BB AR P BN AS IEAE R BE, 3mSRl . BT B2 TR E K
S AR A ORI RN R A, AR EE 5 H 30 H
FErol LS HRBRARZ AT TR AN InF R EsE. 22 LR
B VE A e dERTE UL S, $140 — $145/cwt [X|H], IFEERERELE
R R T HIF R B . FEANT 2022 4F T 48 4 (i R 5K AR R0
1E%, WIt/ME Bk, B4R RAEFR LB 4E R 78 7 S0 sk H— 28 A A
KRR RS B =2, 5L H KPR FRmE S, A
AT A R CAVER I E . XK A fES S8R
A AR B R AR .

Choice Ribeye

$15.50
$14.50
$13.50
$12.50
$11.50
%w.su
$9.50
$8.50
$7.50
s650

-38%;
-6% from 2019

e n Mo 285 0 =8n

S99

Source: USDA/AMS, boneless heavy

EE RIS WEAENEIRE RFiESR : 2022 £ 5 A 10 H -
$255. 24 £/ B (B 2022 44 A 25 AR 4%)

HABIE ~ FEEEE ~ Bra A mr e Ak faoe 2 R4, L RIE RN
¥R E . R EIE 242.7 Fk——N 4 AR EKF—
BEYIEATIFEEBER B 5 RERMPARZT N 5. 1% REEERE
TP 293 B (133 A7) sitb EFEREEN 5 B, LA, B
Yo 38 B AR (PR ~ G b RN B ZE T 3 07 £ T O DA RO 6 VR A O
FIAENE 2, BRI B K A1, IR H Al A e g
FKEMFER, REEMEENMESER LS UTFED « X
AT R B S T SR A ANTE 2, BT AR5R2N, B S ek
X EE AR AR A IR 45, AR B (R 5 R AR RO S I R Lk T AL
o KONGRS T MEEN LK. 2577
M, H{—FENEHELR, SN RENREERAL D8R
HEERPMB TR 20%, #E 4 AEMNSEASEER, HERH K
BN 26%. B O (BN FE—-FERERALTER
P4y —o AATARSEAH.OHEE CoVID AH K S 4 h) B A8 Py 7Y 2%
FOEk TSR, RS AW BN, HYUEshEESZ@E. +FE
T MEN LI, KEM A& 218 k2 R MR B B, 2023
F£ 1 AMAZ B AR R 7R E A R R R, R EY LT
fLFNEA 35 HKgt. A HEAESIEEWESE Bl kit
40 ZEJC.

Menu Prices, Grocery Store Prices & Overall Consumer Prices
Percent change versus same month in previous year

Rl

13 14 15 16

05 06 07 08 09 10 11 12 17 18 19 20 21 22

Overall Consumer Prices

WRASUINHE: 2022 £ 5 H 10 H—$100. 19 £75/ BRE (& 2022
£ 4 H 25 HIRA 5%)

Menu Prices

Grocery Store Prices

Sources: Bureau of Labor Statistics, National Restaurant Association

PR Eh A

PR i S, AR P BN 2 7 b O E SR EUAS [ ) 32 [ 4 A = ke
BB, (HPLERERE, BAFENIE %%, UUHEsh A EE 4 RN
Ak EE Ml P. EEKSEFRRE RS (U.S. Roundtable
for Sustainable Beef , USRSB) Fj it GFH4: R ~ JRE W F ~ 427
RS FASEE S BEAIN LR ~ REMESEYOL (W Target AFE Y
)~ FRM (i, S TAATED MRS E (n, KER
LR Hr2) o USRSB M 2015 4FERSrA%, (AU T — 280 H Al E )
TR, NFEEIREAEEITIR 6 MKk B bR H bR (DR
FIRZ AR~ (2) RHZEYE ~ (3) /K EHIR ~ (4) A LRt > (6)3h
Wyl FEAREAL ~ (6) AR . 4 HJK, USRSB fE—1{1 38 TiHY
USRSB High—Priority Indicator Goals & Sector Targets (W.iE4E)
AT LRI B AR, HJA USRSB AN — AN, B s 2B BN,
EVRSN SN 6745 ARt P S IR (=¥ - A1 o S S A sl [ NS R TS T E RN
B &AL, B, Frf USRSB Rk A i =& FIE KA 7 A BVl S iR
W, FBEAE 2023 FHTHCDIR I E AR, RBIE 2025 FRTAFHREIX—
HERE . 3 4= P R Bl () A ity 158 FH 2 R B30 707 B 0Pfi 2 PRt 4 1)
FMARNKE . B < RIS TE 2030 45T, B T A3k
HyhE A, T HERRE R T, A R R A R TR S O AE Mk
PRI o sh 420 1 5 )4 53 L1591 USRSB 75 82 HoAth 7=V 12 5 #3&E % USRSB
B E ¥R, Bk USRSB Ayl L4 B 46 4 PRML R S5 i) 8 R SR A B T TR
b, FREELL Fk B4 T BN B R PAS R 3 o

5 5 %

PR R PR TR T 3 T 0 R 9 S PRt A S Se BB . (E 2018 4R
4 H, WEFEREEFF 12%FERE EAIMI 25% K HE OB, FXR
i HA R R ) Te = i 5, R B O R AT RS I X Fh oA 5 3o

fERE 2022 FF -EFFERFOLESD, EEMTHHHEN 13%. 7E
2017 S —FEF, EEPTIHHEH 20% GHED, N8/ TF5%5
FEE-EREEAAME (B 66.3 /M) o ARYE H TS EZ N OB m
e, 2017 4EF 2022 SETHIHN AN Z (A LA BRI 1 /23800, 1t
Ab, B EREE O SR R R E S E W AR A OIS A, 1 B 2 B,

DK B 5 B AR JBE PR S350 H A AH 240 1834 3250/, 1T 58 B 1R MR A
HIFIN RS N 1347 S0/, X —ZHJL P50 25% 1K, BT,

o [ N 35 [ R R U B8 B — A . SR EBURRE UG 3BT Y 4
AP PR R TR 3000 2423 T ORHBE, AT — A 60 RINTH
THA. & FRIEENFES 232 L& REF<B, Wil RiZem
SR AE G S8 [ Bk DU RSN 26% 58 T Se B, HIEAMBUN B RTE
BIEJUARR, diA B E@GKNES, EE MR ZE T K
Fio #R¥E Peterson Institute (PIIE) WJ—IHFF, FEXFEBHOM 2.8
TIACETTRE M, WERCBUR R 2%, K E R R IR 1. 1%, 1M
JE—A A 58 K R EAL I K A 8. 5%, IX & R A — AN 35 [E il
KT S K B AR U 800 T, BARATFFHFAMBAETT L
PITE M550, (B AT e A A S B EAE I JRlil S ik s 1o H 22 Jo e
i, R S5 [ 1R DR IR AR 5E 5 52 B . SR 36 [EIAE P T
U R B FE T SCRIRT 20% 00 7KT-, 8 BR 3E A% I I tH 1 & mT LAY
Jin 10-15%,

US market share of China pork imports
(Quarterly %)

EZEREN OhaES TS
B E bR S-S UORHE - Brhndk: 2022 %9 H 58 H
FHC bBE3FERa i 20224811 A 8-10 H

SIAL ElrafE (k) : 20224812 H 7-9 H

R www.usmef.org.cn



https://www.usrsb.org/Media/USRSB/Docs/usrsbgoalsandtargets_supportingdocument_2022.pdf
http://www.usmef.org.cn/



