-

((E U.S. Meat Bulletin

oo July 12, 2022 Volume X1V | Issue 7.2
SUPPLY & DEMAND MOVING AHEAD

Wholesale beef prices firmed slightly last week, despite predictions of a fall as
the U.S. enters the dog days of summer. Aggressive advertising by large
supermarket chains helped push up July 4% holiday weekend beef sales, with
consumers able to purchase popular grilling items like ribeyes 18% cheaper
than a year ago. In contrast, average chicken prices are +18% YOY. Forecasting
future beef price trends is becoming increasingly difficult as macroeconomic
uncertainties increase; while there is no question the fed cattle pipeline is
shrinking, consumers are preparing for recessionary conditions and beef
remains the highest priced of all animal proteins. The August fed cattle futures
contract ended the week down as concerns grow about the resiliency of beef
demand. Live fed cattle spot cash prices remained steady week-on-week, with
the big spread between southern and northern plains fed cattle values
continuing to indicate a shortage of higher grading cattle. High grain prices are
leading to lower feeding times & lower USDA grading scores; according to
Kansas State University data for steers exiting feedlots in June, animals spent an
average of 180 days on feed, 15 days less than the average steer on feed a year
ago. To be sure, average feeding times have increased by about 40 days over
the past 2 decades, but high grain costs this year are discouraging operators
from leaving animals in feedlots too long. Despite a surging U.S. dollar, beef
exports are holding. May beef muscle cut exports totaled 106,706 tons, the 2nd
highest on record after August 2021. The value of May muscle cut exports set a
new monthly high at $968 million, up 19%. The value of Jan-May total beef
exports is up 34% from last year’s record pace.
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Beef Choice Beef Cutout Value: 11/7/2022 - US$268.14/cwt. (+1% from
5/7/2022)

Lower pork production during last week’s holiday shortened week resulted in a
noticeable strengthening of wholesale pork prices, and across all primals
except the rib complex. Retailers are actively restocking for summer, while
continued strong Mexican demand for bone-in U.S. hams saw a firming in that
primal’s value. Spot belly values increased by over U.S. $11/cwt. (+8% week-
on-week) with some signs that consumers are now more accepting of high
bacon prices. With reduced slaughter, the spot supply of pork trim for
processed meat production is also tight; processed meat consumption
increases in summer with more grilling and outdoor picnicking. USDA’s late
June bullish hogs & pigs report is also driving investment interest in the pork
sector. Last Thursday, the Chicago Mercantile Exchange August lean hog futures
contract rose to its highest level since April on U.S. supply concerns and
widespread demand strength. U.S. pork production is expected to marginally
increase this quarter, but then fall in Q4 (see GRAPH below). Although
steadying toward the end of last week, China’s live hog prices have surged in
the past month, and new sales to the market during the week ending June 30t
were the highest in 12 weeks. Total U.S. pork exports - including variety meats
- during the Jan-May period are -20% YOY, but May shipments were higher
than April, instilling some hope of stronger export demand during H2.

Quarterly U.S. Pork Production Forecast 2019: +5.0% 12.54 NAMT
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Source: USDA/MIASDE June 2022, carcass weight equivalent, commercial production
Hog Carcass Cutout Value: 11/7/2022-US$115.07/cwt. (+1% from
5/7/2022)

ACTIVITIES:
Food & Hotel Asia, Singapore: September 5-8, 2022
Restaurant and Bar, Hong Kong: September 6-8, 2022

FHC Shanghai Global Food Trade Show: Nov 8-10, 2022
SIAL, Shanghai: December 7-9, 2022

The boom in fresh food e-commerce and concerns about food supply chain
resiliency are driving a wave of new private investment in U.S. cold storage
facilities, according to industry analysts CBRE. The percentage of grocery
sales made online is forecast to rise from 13% in 2021 to 22% in 2025, and
this is pushing the need for more storage. In addition, consumers are
switching from the traditional method of ordering and then picking up
goods curbside (click and collect) to demanding full-service delivery. Until
a few years ago, online shopping for perishables, including meat, was
minimal but there is new consumer confidence in the reliability of online
fresh food platforms, especially as supply chain and ‘last mile’ delivery
hurdles have been overcome. It is estimated that there are currently 3.3
million square feet of so-called speculative cold storage projects underway
in the U.S. with the greatest activity occurring in Texas. Speculative
investments involve the construction of facilities without pre-existing
tenants. Public refrigerated warehouses (PRW), or those open to all tenants,
account for approximately 71% of total U.S. cold storage capacity according
to the Global Cold Chain Alliance, but that % has been falling as
supermarket chains & other end users build their own dedicated facilities.
Two companies, Lineage Logistics and Americold hold a combined 71% of
total PRW space, and the industry trend has been toward more
consolidation. Cold storage demand is correlated with population growth
and demographic trends, with California, Washington, Florida and Texas
occupying the top 4 rankings in terms of total cubic foot capacity. Total U.S.
estimated cold storage capacity is 3.7 billion cubic feet, with a real estate
footprint of 225 million square feet. But more capacity is coming online
with higher demand; cold storage leasing and sales activity monitored by
CBRE increased by 41% between 2017 and 2021, and the 3.3 million square
feet of new investment underway is 10X the pace of pre-pandemic 2019.

TRADE

Taiwan beef imports through the 15t 5 months of the year were on a record
pace, and despite the island experiencing its worse CoVID wave yet during
Q2. Total Jan-May beef imports of just under 60K tons was +23% from last
year’s pace, with value up 62%. Beef imports fell last year compared to
2020 levels as Taiwan buyers watched U.S. prices surge along with
purchase volumes from China. So far this year, Taiwan importers - not
wanting to be caught short - have been aggressive in securing shipments.
But with foodservice traffic slowing in May and June due to the pandemic,
stockpiles are growing. U.S. weekly export data through June 30 show
shipments during the 15t 6 months of 32,426 tons up 14% YOY and product
arrivals during Q2 were close to the pace of pre-CoVID Q1. Importers are
also taking advantage of a small but important temporary reduction in the
beef import duty; through September, shipments are being assessed a NT
$5/kg. (U.S. $0.08/1b.) tax instead of the normal NT $10/kg (U.S. $0.16/1b.)
This year, as in the past 5 years, the U.S. has been the dominant beef
supplier (see GRAPH below). Taiwan buys a wide range of Asian beef cuts
as well as steak items, with its appetite from premium priced boneless short
ribs making the market the highest value per-ton U.S. export destination in
Asia. Despite its large footprint in the market, the U.S. beef industry believes
it can sell more. Specifically, U.S. producers are petitioning the U.S.
government to address a number of outstanding beef access issues under
the new U.S.-Taiwan Initiative on 21st-Century Trade. The 1st meeting of
the new bilateral trade framework was held on June 27, and the U.S.
government’s USTR is currently soliciting comments from a wide range of
U.S. industries, including agriculture, concerning trade priorities it should
address. Although Taiwan opened to over-30-month U.S. beef at the
beginning of 2021, ground beef and certain digestive tract offals remain
banned by legislative action. Imports of other beef offals are subject to strict
sampling & testing protocols that render their importation commercially
non-viable. Competition for the U.S. is set to heat up; five Mexican beef
plants were granted access to export to Taiwan effective late last month, the
1st time any Mexican beef plant has attained export eligibility.

Taiwan: total beef imports (Jan — May)
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Quarterly U.S. Pork Production Forecast e emery

2020: +2.4% 12.84 MMT
2021: -2.3% 12.55 MMT
2022F: _1.6% 12.25 MMT

2023F: + 0.6% 12.41 MMT
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