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Note: Due to the upcoming Thanksgiving holidays, the next U.S. Meat
Bulletin will be published December 6.

SUPPLY & DEMAND

The USDA CHOICE beef cutout has drifted slightly lower for the past two weeks,
with last Friday’s close down approximately 3% from the November 7 value.
Retail and restaurant demand this week is focused on turkey, with the end-of-
year holiday season kicking off this Thursday with Thanksgiving. Consumers
are paying large premiums for turkeys due to tight supplies, and looking
forward, there is caution in wholesale protein markets as buyers try and gauge
how negative macroeconomic overtones may influence buying behavior.
Household debt is increasing as evidenced by rising outstanding credit card
balances and a lower savings rate. To be sure, consumers continue to spend,
and wholesale beef values in recent weeks have been following the seasonal
weakening trend which occurs following the pre-Thanksgiving rally. Values are
receiving added pressure by a modest uptick in carcass grading, meaning more
CHOICE beef is coming to market. On the supply side, the long-forecasted
tightening of the fed cattle supply chain is clearly underway. Last Friday’s cattle
on feed report showed the November 1 feedlot inventory of 11.71 million head
was -2% from last year and the lowest November cattle on feed inventory since
2018. Of more significance was the steep 6% drop in October placements of
cattle into feedlots, the lowest October placement number since 2007. Despite
declining processing margins and rising cattle prices, cattle harvest activity
over the past 2 months has been higher than year-earlier levels with most of
the increase in slaughter activity being for cows. The declining supplies of
animals come at a time when new beef plants are being constructed at the
fastest pace in decades (see MOVING AHEAD next column.)
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Beef Choice Beef Cutout Value: 21/11/2022 - US$255.57 /cwt. (-3% from
7/11/2022)

Last Friday the USDA pork cutout value ended down for the 4t week in a row,
settling at its lowest level since January. Spot values of bellies and loins both
decreased last week. Belly values are softening due to consumer resistance to
high retail bacon prices, while this week’s consumer focus on turkey is
diverting interest away from pork loins. After a relatively slow slaughter period
from mid-October to mid-November, last week’s harvest of 2.605 million head
was the highest of the year. Quarter 4 is historically the high production season,
but the pipeline of market ready hogs is noticeably tighter than a year ago. This
could be the result of animal health challenges early in the year, along with high
input costs, but demand, especially on the export side, has also been weaker so
far this year. Through the week of November 10, U.S. pork muscle cut exports to
all destinations were -19% YOY, with shipments to China off 51%. After staging
a rally from mid-August, Chinese live hog prices have dropped 13% from the
October 231 peak, dashing some hopes that a sustained pre-Chinese New Year
rally would fuel fresh import demand. Dalian May 2023 hog futures remain at a
steep 27% discount to current cash, signaling that market sentiment is weak
through the middle of next year. On the bright side, China appears to be
incrementally loosening CoVID restrictions under its new policy of
‘optimization’, whereby localities can implement anti-epidemic policies that
minimize disruptions to the economy and society.

Hog Carcass Cutout Value: 21/11/2022-US$91.99/cwt. (-5% from
7/11/2022)
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Food & Hotel Asia, Singapore: April 25-28, 2023
SIAL, Shanghai: May 18-20, 2023

MOVING AHEAD

Investment to expand U.S. beef & pork processing capacity is the highest in
years, thanks to high meat prices and large margins in the sector of the last
few years. USDA is also continuing to roll out new public sector support to
the meat processing sector as part of its 2021 commitment to inject $1
billion in funds to “expand processing capacity and increase competition in
meat and poultry processing to make agricultural markets more accessible,
fair, competitive, and resilient.” At least 10 major beef processing projects
have been announced, ranging from the construction of greenfield plants to
expansions of existing capacity. According to MEF estimates, if all the
projects materialize to the scales that have been announced, U.S. beef
harvest capacity would expand from the current level of approximately
690K head per week to over 770K head per week, an increase of 12%. The
various plans include investments in harvesting both fed and non-fed cattle,
and most call for the construction or expansion of capacity in excess of
1,000 head-per-day range. The first of the new plants, Agri Beef's new True
West beef plant in Idaho, is scheduled to open within the next several
months with an initial capacity of 500 head per day. In addition to the 10
aforementioned dedicated beef facilities, there have been a handful of
announcements of plans to construct new pork processing and mixed
specie plants, including for poultry, most of which are small scale and
designed to service a local or regional clientele. Several of these plants will
be in areas where little processing capacity currently exists. As part of its
effort to strengthen local and regional “food systems”, USDA announced on
November 2nd the allocation of U.S. $223 million in new grants and loans
under 3 categories of its 2021 supply chain initiative to strengthen the meat
processing industry. Recipients of this funding include Greater Omaha
Packing, which will use $20 million of USDA funds to expand its harvest
capacity from 2,900 to 3,600 head-per-day. USDA has said that hundreds of
millions of additional funding dollars could be announced before the end of
the year. In another sign of the attention the White House is paying to food
security, President Biden signed on November 10 a new National Security
Memorandum on Strengthening the Security and Resilience of United States
Food and Agriculture. The memorandum calls for the undertaking of new
risk assessments on threats to the U.S. food and agriculture system from
potentially calamitous chemical, biological (including pathogens and foreign
animal diseases), radiological, and nuclear events.

TRADE

Next year will see supply challenges for U.S. beef as its cattle herd cyclically
declines, but USMEF is predicting only a minor 1% decline in total export
volumes in 2023. Moreover, the modest forecasted decline will come after a
banner year for U.S. beef exports; at the current shipping pace, USMEF
predicts beef exports this year will reach a record 1.516 million tons, up 5%
in volume and 14% in value (to U.S. $12.09 billion). While global beef
demand remains strong, the U.S. will face increasing supply competition
from Australia and Brazil, where 2023 exports are expected to grow by
12% and 3% in volume respectively. However, it is not all rosy for the USA’s
main competitors. Although Brazil’s cattle slaughter continues to increase,
high grain prices will reduce confined feeding & finishing of cattle there. In
Australia, beef processors are experiencing difficulties in recruiting plant
workers, while high grain prices & high feeder cattle prices are currently
pressuring the bottom lines of feedlots. Australia also remains concerned
about outbreaks of FMD and Lumpy Skin Disease (LSD) in neighboring
Indonesia. And in New Zealand, the government is proposing to tax
greenhouse gas emissions from cattle & other livestock. On the demand
side, China is one potential soft spot. China currently accounts for roughly
30% of total global beef trade & analysts predict that even with resilient
consumer demand, Co-VID-related headwinds to the economy & more
conservative buying behavior by importers will lead to a year-on-year
decline in 2023 inbound shipments from this year’s forecast 2.75 million
tons. If China & global demand remains strong or rebounds further, beef
importing countries could again face rising beef prices in 2023.
Growth in beef exports next year expected to (i)
come mainly from Australia and Brazil &
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Growth in beef exports next year expected to
come mainly from Australia and Brazil
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