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SUPPLY & DEMAND MOVING AHEAD

The fully bullish beef and live cattle rally that characterized much of April hita Two weeks ago, we highlighted a report by the National Pork Producers
pause last week as toppy pricing led to cautious buying activity in wholesale Council (NPPC) noting the challenges American hog producers were facing
markets. High pricing has also slowed export interest. The USDA CHOICE cutout  with rising costs and weak wholesale pork prices. Wholesale prices have
closed at U.S. $3.09/1b. last week, steady with the previous Friday but up 20% inched up over the last few weeks, but new industry data suggests that
from year earlier levels. Beef prices remain lofty and with continued concern producers are pulling back on production as they continue to face high
over the state of the economy & meat demand, high priced items - such as grain prices, high labor costs & interest rates, and for some, herd health
ribs - have faced some price resistance in recent days. Action last week in steak  challenges. According to lowa State University calculations, returns to
markets focused on top butts, commonly merchandised as “sirloin” and at price ~ farrow-to-finish swine farms averaged -$34 per head during Q1, with losses
points well below rib-eyes, striploins and tenderloins. Year to date beef most certainly higher for less efficient producers. The latest USDA quarterly
production is down 4.9% from the pace of last year, and year to date slaughter hogs & pigs report - which reported nationwide-wide swine herd inventory
is -3.3%. After a dramatic run-up, live fed cattle prices moved a few cents lower data from March 1 - already was showing evidence of negative industry
last week to the U.S. $1.72 - $1.78/1b. range liveweight. That follows a sell down sentiment with the statistic that producers intended to farrow 2.9% less
in live fed cattle & feeder cattle futures as concern over beef demand grows in  hogs during the June-August 2023 quarter than the same quarter a year

Choice Beef Loin Top Butt, boneless

the minds of analysts and despite evidence pointing to tighter fed cattle earlier. Media reports surfaced last week that a major U.S. pork producer
supplies ahead. While it is too early to make a convincing argument that U.S. would cease operations at dozens of farms in the state of Missouri, although
clearly showing export performance is lagging. Jan-March total beef exports under what conditions the facilities may reopen. This comes just weeks
were down -8% in volume and -22% in value. According to weekly data after the announcement of the shuttering of a 5+K-head-per-day pork
double digit decreases for main Asian markets Korea (-16%), Japan (-13%), contraction would be a spike in sow slaughter, but interestingly, in the 4-
China (-15%) and Taiwan (-15%). week period between mid-March to mid-April, sow slaughter was down
low sow slaughter may be an indication that sow slaughter space is limited,
a hypothesis that is supported by a sharp 59% downturn in slaughter sow
+37%;
P from the level of a year ago, an indication that at least some producers wish
. to liquidate. Sow harvesting generally takes place at dedicated sow
L5360 B
$3.20 -
meat sold for processing into sausages. Several years ago, the daily capacity
:Z:Z ; of the USDA’s 15 largest sow plants stood at approximately 20,000 head,
P ———— head. Any sow liquidation underway now will be reflected in the next June
Beef Choice Beef Cutout Value: 8/5/2023 - US$308.56/cwt. (+1% from USDA quarterly hog inventory report, with consequent lower market hog
] ] buyers of U.S. pork? If a herd contraction is underway, the industry may be
Last Friday the USDA pork cutout value ended higher week-on-week for the 3 jj, the middle of a supply correction, meaning pork production could
interest by Mexico in attractively priced U.S. hams, as well as by domestic in their formulas, it may mean bargain processing material is currently
institutional buying of butts in preparation for the grilling season. After 3  3vailable.
market is poised for a reversal. On the one hand, there could be more market TRADE
pressure in the short term if analysts are correct that US. producers are China is back to work after its Golden Week holidays and global meat
column). This was the sentiment in in the lean hog futures market, which  exhibition in Shanghai. SIAL will provide crucial information to meat &
moved lower at the end of last week over belief that there continues to be a  poultry exporters on the market outlook of China’s meat importers,
wholesale buying activity, especially for bellies which is a principal driver for  sentiment is cautious, the result of large inventories, negative wholesale
overall hog carcass values. On the other hand, attractive U.S. pork prices are  margins, and end-user demand that is mixed. There is no question that
one-quarter of total U.S. pork sales. March U.S. pork export volume was the ot record large for any category, were high despite consumption
largest since May 2021. Mexico has been the driver of the export uptick this  plummeting during the 10-12-week CoVID peak wave period between
But surprisingly, the biggest volum.e Igrowth YOY for Q1 was China, with US.  come on top of large domestic production, especially of pork. China just
shipments there (including HK) rising +30,600 tons during the Jan-March  announced that its Q1 2023 pork output totaled 15.9 million tons, +2%
totaled 716,691 tons, up 14%. Internatiopal interest in U.S. pork remains  Chinese statistics show China’s pork production peaked in 2014, reaching
strong, with shipments during the week ending April 27t the highest so far this ~ 58.2 million tons in 2014. Production bottomed out at 41 million tons in

consumers are pulling back on their purchases of high-priced beef, data is no reasons were provided for the planned closures nor information on
through April 27%, U.S. beef muscle cut shipments (volume) are -13% YOY, with  processing plant in Minnesota. A more convincing indicator of herd
2.9% from the same period last year (see GRAPH previous page). But the
$520 i35 from 2021 prices between early March and earlier last week; sow prices are -66%
sa.00
slaughter facilities due to the larger weight of the animals, with most sow
s2.80
just a fraction of the industry’s total hog slaughter capacity of over 500K
24/4/2023) numbers not occurring until Q4. So, what does this mean for international
consecutive week. Last week’s rise was fueled by continued strong export moderate later in the year. For foreign processors able to utilize sow meat
weeks of gains in prices, questions are swirling as to whether the wholesale
currently liquidating herds due to negative financials (see MOVING AHEAD next  industry attention is focused on the upcoming (May 18-20) SIAL food
mismatch between abundant live hog supplies and lackluster domestic processors, distributors, and end-users. At the current time, buyer
driving more international buying interest, which accounts for approximately  China has abundant meat supplies. New data shows that Q1 imports, while
year, with total March shipments to the #1 market the second largest on record.  November 2022 and the end of February (see below). The big imports in Q1
period. U.S. January-March pork muscle cut & pork variety meat exports from Q1 last year and the highest Q1 production in recent years. Official
year and with large new weekly purchases by Korea, China, and the 2020 during the height of the ASF outbreak, before rebounding an

Philippines. astonishing 14+ million tons to reach 55.4 million tons last year. Chinese
In 2022, sow slaughter wos down 153 yesoyeryear but was up 1.9% from 2015; through early April 2023, sow statistics estimate last year’s domestic beef output reached a record 7.18
e staugnter ZELT BT million tons, a number that if accurate would suggest China consumed a
. = 2ot Ja record volume of beef per capita in 2022, and during a period of
= e 2 o ==nein exceptionally weak demand by restaurants, where high volumes of beef are
g o 4N o N ﬁim‘ﬁf \ g‘l,i e normally utilized.
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In 2022, sow slaughter was down 1.5% yeapver-year but was up 1.9% from 2019; through ea

slaughter down 1.4% yearover year
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China : Q1 Meat & Poultry Imports
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