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Editor’s Note: The next edition of U.S. Meat Bulletin will be published
February 1, 2023. We wish all our readers and their families a happy and
prosperous Year of the Rabbit.

SUPPLY & DEMAND

Wholesale beef prices softened last week on a higher weekly harvest number (661K
head) and a noticeable week-on-week dip in spot ribeye prices. Market analysts
noted that loin prices (e.g., striploins) firmed, suggesting that institutional buyers
were pushing back on high rib values & trading down to less expensive steak items.
Ground beef values also increased last week. Consumers are entering 2023 with
continued high inflation & more trepidation over their financial positions. Although
meat price growth has moderated, the forecasted sharp decrease in 2023 U.S. beef
production points to a tug-of-war between wallet-watching consumers & beef supply
fundamentals (see MOVING AHEAD next column). Live fed cattle prices dipped last
week despite the higher harvest activity. While the pace of fed cattle movement to
processing plants last month was lower than expected - in part due to inclement
weather - cattle weights have dropped suggesting that feedlots are current. And
while the slower-than-expected marketings in December may slightly help to prop
up feedlot inventories in the short run, the fed cattle pipeline is forecast to
experience another notch of tightening starting in Q2. Heavy moisture activity on
the west coast has dramatically changed the drought picture in California - home to
5.2 million cattle (5.7% of total U.S. inventory) - but dryness continues in Nebraska
& large areas of the Great Plains. On the export side, U.S. shipments ended the year
on a strong note, but 2023 will be more challenging. U.S. beef carcass prices are now
the highest among major exporters (see GRAPH below). Australian beef exports in
2022 hit a 19-year low, but shipments this year by the USA’s main competitor could
rebound by 25%.

Competitor cattle prices continue to look for a new lower trading
level after peaking around April/May 2022
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Beef Choice Beef Cutout Value: 13/1/2023 - US$276.62/cwt. (-3% from
9/1/2023)

Wholesale pork prices drifted lower last week on lackluster wholesale demand, a
large slaughter week (2.688 million head), and tepid export buying of bone-in hams.
Spot butt and picnic values dropped >10% week-on-week. Lean hog futures
continued their move downwards as analysts believe the near-term market hog
pipeline to be flush, especially following 3 weeks of holiday-shortened harvest
activity. The latest USDA quarterly hogs & pigs report provided a mixed outlook for
2023 hog supplies, with data suggesting hog numbers will be tight in the 15t half of
the year before increasing in H2. Following the Dec 28 release of the quarterly
report, USDA issued its monthly supply & demand updates on Jan 12. It was
somewhat surprising in that USDA raised its pork output forecasts for the 1st 3
quarters of the year, while lowering estimated Q4 output. For the year, USDA is
predicting a 1.8% YOY increase in U.S. pork production to 12.472 million tons. U.S.
pork export activity will be under the microscope this year, following a major fall in
overseas shipments in 2022; Jan-Nov monthly data showed the pace of total U.S.
pork exports - including variety meats - off 10% YOY. Exports to #2 market China
were -31%. Although the volume of U.S. pork shipped to China (incl. HK) only
accounts for 5.8% of total U.S. production, the export destination still exerts a strong
influence over overall U.S. market sentiment. China’s current hog market is currently
experiencing a counter-seasonal movement downward (see recent hog prices
below), confounding analysts who expected the exit from CoVID zero policies and the
Chinese New Year to lift demand & prices.

Recent China daily live hog price prices (RMB/kg)
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Hog Carcass Cutout Value: 13/1/2023-US$81.64/cwt. (-1%
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Food & Hotel Asia, Singapore: April 25-28, 2023
SIAL, Shanghai: May 18-20, 2023

MARKET MAKERS

A new beef processing enterprise, Cattlemen’s Heritage Beef has announced it
has completed an agreement to purchase land to construct a $520-million 2,000-
head-per-day beef processing facility in western lowa. The owners of the facility,
who are currently manufacturers and distributors of cattle feeding barns
throughout the Midwest, claim CHB will be North America’s first carbon neutral
processing plant. CHB is committing to ‘locally source’ fed cattle within a 200-
mile radius of the plant.

MOVING AHEAD

With USDA forecasting a 6.5% reduction in US. beef output this year,
international & domestic beef buyers are bracing for higher prices and tighter
supplies. But with 88% of the U.S. beef supply being consumed domestically, a
key determinant of U.S. beef pricing this year will be how inflation-pinched
consumers react to more price rises. Kansas State University’s most recent
monthly Meat Demand Monitor (MDM) showed declining YOY beef and pork
demand in December last year, the 4th consecutive month of data showing
neutral to falling American consumer willingness to pay for a variety of beef &
meat products. December data from 210 Analytics LLC (210) showed that 97%
of consumers it surveyed were concerned about high prices, and 43% of
households reported that they were financially worse off than a year earlier.
Consumers have already altered buying behavior by using more coupons &
eating more at home. Although there are anecdotal reports of consumers trading
down in their protein choices (e.g., substituting chicken for beef) this year’s beef
& meat buying trends remain unclear. The story of 2022 was one of higher prices
and lower volumes purchased; the volume of meat bought at retail in the U.S. last
year declined from 2021, although the foodservice sector recovery could have
contributed to less retail buying. Looking at the arc of the last 3 years though,
the pandemic in general caused a decline in foodservice receipts, resulting in a
+3% increase in retail meat buying - volume basis - from pre-pandemic 2019.
Because of inflation, the value of those retail meat sales increased far more
dramatically, rising from $69.2 billion in 2019 to a record $87.1 billion last year,
a 26% increase. Will consumers be willing to pay more for beef this year?
According to 210 surveys, the average of all fresh beef retail prices for the full
calendar year 2022 increased a modest 3.7%, but prices in December actually
weakened -4.2%, providing some evidence of the recent demand softness found
in the MDM study. Nonetheless, December 2022 was a strong one for retail meat
departments, with the lower prices helping retailers move more volume during
the month. And the fall in average retail beef prices in December came despite a
sharp run-up last month in the USDA CHOICE cutout value, an index of wholesale
prices. Facing a margin squeeze, analysts believe retailers will try and raise
prices moving forward, but how consumers will react remains in question.

TRADE

New full calendar year 2022 trade data from Taiwan shows the island imported
a record volume of beef & pork muscle cuts last year (see GRAPH below). The
1.8% increase from the previous record beef import volume of 140.4K tons in
2020 and the 5.5% increase in pork tonnage from 2017’s high of 84.7K tons were
modest but still exceptional given that the market experienced its worst wave of
CoVID last year, had few foreign visitors and faced import headwinds due to a
weak currency vis-a-vis the dollar. Record beef imports were largely driven by a
surge in #2 supplier Paraguay shipments, which enjoy duty-free access. U.S. beef
imports of 63K tons were slightly lower than the 64K ton 2020 record volume,
while ongoing concerns about U.S. pork safety saw a record low U.S. market
share of total imports of just under 1%; U.S. products accounted for roughly 10%
of Taiwan’s total pork trade for the 5-year period 2016-2020. This year’s market
is starting out on a propitious note with foodservice receipts near pre-pandemic
levels, strong CNY banqueting bookings, and a rebound of inbound visitors. Also
under discussion is a tax refund or consumption subsidy program, either of
which would be supportive of food sales.

Taiwan : chilled & frozen beef & pork imports
(Jan — Dec: ‘000 metric tons)
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Competitor cattle prices continue to look for a new lower trading
level after peaking around April/May 2022

xxxxxxxx d Beef Carcass Prices

5.00

300

0.00
eny

a0 8

a1 /018 8pp01s 8p/z0u 873720 201 8;/2020  spja0n sp/0n
—Uruguay

anra P s s
—Argentina —Brazil ==USA ==Australia heavy steer

urce: MLA. World Beef Repo:

SRR WA IS (k%) : 2023 &£ 1 3 13 A -
$276.62 FEo/BERE (#2023 41 A 9 HED 3%)

TR TR(CHK. BEEKA (268.8 /) LLRACEKI W& EHE
HOE, LRERCEM AR, BRI AR R L R Mk
10%.  JERREIA B AE 4k 2B AR, BRA 2 A M I 3 T 3% A2 0 it
o8, IHEZEIR A R RGN 3 B2 . AR
MAEREZEHRE N 2023 FABMEMNRME T M1 Mar5, HdEL
N LSRR, REE R EE . 4% 12 A 28
HiEAZEEHRSEE, KEAWHT 1 B 12 HRA7THERGE
WE. SNEFYEAR, EERWE LT ASER=FE MR
S, RN T SENFEITE. S8, KERLHTSE
EENE SR 8% & 1247.2 A, ZkEERIIHOE
Kig G, SELEHBRRNE WEEZE%E; 1 HE 11 AWAH
EHELE R, EEBREORE (BHFEE~E) FALTE 10% Xt
FEoARTZFEMB DR TR 31% REEEEORTHE (B
T MR ENEEEEF R 5. 8%, {HH D470 5 E ¥4k
Mg s R IR K. P IE BT A T IEES ) R FBTHE T
B LT EIEIAAEENS) , XA MR, Ko
P51 Bh A5 FHOR FOIE AR D337 50 23R 75 SR AR5
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Taiwan : chilled & frozen beef & pork imports
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