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SUPPLY & DEMAND MOVING AHEAD

Wholesale beef prices gained last week on the growing market realization that In our previous Bulletin, we noted that inflation-pinched U.S. consumers
tighter beef supplies lie ahead. Through last week, U.S. beef year-to-date = were cutting back on high-cost-per-pound pork staples like bacon, resulting
production was down 4.5% from last year’s pace, with year-to-date slaughter in weakness in the pork cutout value. Now it seems that consumers may be
down 2.8%. Last week’s price gains were modest however, and the beef pushing back against the double-digit YOY price increases in popular ham
demand picture remains less than bullish-firm. Despite smaller supplies, rib items (e.g., ham steaks and sliced deli ham for sandwiches) sold at retail.
values have largely been range-bound over the past 8 weeks, in part due to  Recently, U.S. wholesale ham values have weakened alongside belly prices,
near-record grading performance of fed cattle, but also due to wholesale further pressuring the cutout. To be sure, ham values traditionally peak
market buyer hesitancy (see GRAPH below). Analysts believe though that several weeks before Easter (last Sunday April 9) before softening, but the
looking ahead demand should seasonally pick up as the grilling and BBQ season  approximate 27% decline in the ham primal value since March 13t is still
unfolds. As institutional beef buying remained somewhat fitful, live fed cattle notable. Demand is not the only reason pork values are weaker; year-to-
prices registered one of their strongest performances last week. Average date U.S. pork production is +1.1% from the pace of a year ago. Last week’s
national fed cattle prices hit just under U.S. $1.69/1b. last week, a gain of $0.043  bearish market undertones may have also been reinforced by USDA’s March
from the previous week, a significant move. Dressed carcass values of U.S. 30 quarterly hogs and pigs report which showed total U.S. hog inventories
$2.704/1b. surpassed those of the previous highs set in 2014 & 2015. Live fed and the breeding herd +0.2% and +0.5% YOY respectively (see table
cattle prices in the northern cattle areas (e.g., Nebraska) surpassed $1.70 below). USDA breaks out the inventories by weight category - an indication
through last week, and last Friday, the USDA benchmark daily 5-Market of the pipeline flow of market hogs in the months ahead - and it showed
negotiated cash fed cattle price hit $1.759/1b., a historical record. The last few that animals over 180 pounds (82 kgs.) were +2.1% YOY. That figure
weeks have seen some of the sharpest cattle price gains in recent history and implies that over the next several months, supplies of market-ready hogs to
are cementing the reality that high beef prices lie ahead. Attention will now plants will be flush, and without significant changes on the demand side,
turn on how institutional buyers - and consumers - react to the high prices. pressure on wholesale prices could remain. But there were glimmers of
The international appetite for U.S. beef is holding; shipments and new export hope in USDA’s report that H2 market conditions may improve. Specifically,
sales during the week ending March 30 were solid, with large new sales the survey data showed pork producers - feeling pinched by lower

reported during the week to Korea, Canada, Indonesia and Mexico. margins - intend to farrow fewer sows in Q2 & Q3, which could mean lower
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and more recently hams, have been drags on overall pork wholesale prices, Pio cran 0%
with heavy bone-in ham prices toward the end of last week averaging $0.64/1b., T s e o
the lowest since last April. Wholesale loin prices for retail also moved lower
week-on-week, an indicator of sluggish demand. The April lean hog futures USDA/NASS

contract hit a contract lifetime low level last week as bearish sentiment settled
over the pork complex. The recent listless market may be near a bottom
according to some analysts, with positive signs on both the demand & supply There is a laser focus on U.S. pork export activity this year, especially as U.S.
side. Last Sunday’s Easter holiday is the end of Lent when meat consumption is  wholesale prices remain attractive and European pricing has increased. The
usually constrained. Outdoor grilling activity will increase in the weeks ahead, year-to-date new U.S. sales high recorded during the last week of March
providing momentum for chops and other BBQ cuts. On the supply side, USDA’s  was taken as evidence of growing U.S. competitiveness. Although total U.S.
latest hog inventory data suggests that producers may scale back productionin  pork exports during the 1st 2 months of the year were +11.5%, weekly
the months ahead due to weak margins, providing a brighter price outlook export tonnage data (see table below; unprocessed muscle cut exports only)
during H2. (see MOVING AHEAD next column). Outside of the U.S., Canada & through the end of March shows a mixed picture, with sales to #2 & #4
China, March global hog carcass prices of main producers and exporters were markets China & Korea now up YOY, but sales to #1 & #3 destinations
again strong (see GRAPH below). Prices are above year-ago levels in most Mexico & Japan down. There are reasons though U.S. exporters expect
countries and supplies are tighter than a year-ago. This could help drive export prospects to improve moving forward. According to the EU
stronger U.S. pork export activity in the months ahead, even if domestic U.S. Commission’s new Spring Outlook forecasts, 2023 EU-wide pork production
prices stabilize (see TRADE next column.) is forecast to fall another 5% this year after a 5.6% fall last year. The spread
Estimated Hog Carcass Prices between average U.S. & EU pork export prices are at a two-year high, to the
favor of the U.S. And while Chinese live hog prices continue to languish,
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Hong Kong 3,575 1,208 424 525 24%
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March 2023 hog inventory up slightly from 2022

Change from Change from

lar 2023 Mar 2022 last quarter

Hogs and Pigs Inventory (m':’l'”“ haa)

56) (%)
Total Inventory 72.9 +0.2% -2.0%
Breeding Inventory 6.13 +0.5% -0.3%
Market Hog Inventory 66.7 +0.2% -2.2%
Dec— Feb Pig Crop and Sows 2023 2022 Change
Farrowed (million head) (million head) (%)
Pig Crop 321 31.9 +0.3%

Sows Farrowes d 291 2.92 -0.3%

11.02 10.95

Source: USDA/NASS
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Country YTD 2020 YTD 2021 YTD 2022 YTD 2023 YOY
TOTAL 560,047 498,597 379,536 388,029 2%
Australia 14,173 13,783 4,180 5,722 37%
Canada 31,911 25,262 19,155 24,574 28%
Chile 7,445 6,306 1,327 2,711 104%
China 216,701 157,567 47,262 54,045 14%
Colombia 11,533 18,772 15,406 15,797 3%
DR 2,611 7,598 7,320 12,291 68%
Honduras 3,479 6,070 6,447 5,851 -9%
Hong Kong 3,575 1,208 424 525 24%
Japan 66,306 62,320 57,601 47,328 -18%
Korea 44,810 37,630 30,281 32,129 6%
Mexico 141,548 126,920 177,798 172,932 -3%
Philippines 2,271 17,233 2,554 1,497 -41%
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