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SUPPLY & DEMAND MARKET MAKERS

USDA CHOICE wholesale beef cut values moved sideways last week, with Iconic high end steakhouse chain Ruth’s Hospitality Group, operator of
weakness in ribs counterbalanced by firmness in sirloins and other over 150 Ruth’s Chris steakhouse outlets worldwide, both company-owned
‘underutilized’ cuts, including outside skirts. Buyers are now focused on and franchised operations, is being acquired by the large restaurant group
summer demand, which should hit its first peak with the upcoming Memorial Darden Restaurants, operators of popular family chains including Olive
Day (see MOVING AHEAD next column). Live fed cattle prices - on average - Garden and LongHorn Steakhouse. Media reports that the acquisition value
weakened through last week even as the industry harvested 646K head, 23K  will total U.S. $715 million. Darden’s fiscal year 2022 annual revenues
head more than the previous week. The slaughter number somewhat surprised neared U.S. $9.7 billion while Ruth’s Chris sales are $860 million. The chain
the market which has been expecting a gradual decline in weekly slaughter opened its first outlet in Asia in Taipei 30 years ago, before expanding to
levels. Overall, beef output remains constrained by YOY declines in average Hong Kong, Singapore, Japan, China - where it operates 4 restaurants -
carcass weights; last week, average fed steer carcass weights were 11 pounds and Manila & Jakarta.

lighter than a year earlier. According to newly released USDA data, the number

of feeder and stocker cattle sold during the first four months of 2023 was 4% MOVING AHEAD

higher than during the same period in 2022. This was unexpected given that One of the major seasonal factors driving U.S. meat consumption behavior is
last year’s calf crop, the source of feeder and stocker cattle, was 2% lower than  the U.S. summer grilling season. Defined as the period between Memorial
the previous year. But the higher cattle sales number is likely a timing issue; Day (May 29) and Labor Day (September 4), outdoor grilling activity can
cattle prices have been significantly stronger this year as compared to a year start as early as March in southern U.S. locations and as much as 2 months
ago, incentivizing cattle to be pulled through the pipeline. In addition, drought later in the colder north. Grilling activity peaks on the July 4% Independence
continues to affect grazing in main cattle states Texas, Oklahoma, Kansas, Day holiday, with concentrated outdoor cooking activity also taking place
Nebraska, meaning cattle have entered feedlots or grow yards earlier than on the summer bookend Memorial and Labor Days. According to consumer
normal (see GRAPH below). Still, the number of cattle on feed on May 1 is surveys, grilling season can see an average household, which prepares

estimated to be down 3% YOY hitting the lowest May 1 total since 2018. dinner at home 4-5 days per week, cooking outdoors up to 10 days a month
U.S. Drought Monitor Moy 2, 2023 during the 4-month summer period. Summer grilling encompasses 2 types

Valid 8 a.m. EOT of outdoor cooking activity; the high heat gas or charcoal open fire grills
which are normally utilized to prepare seafood, steak, hamburgers, hot
dogs, sausages, pork chops, and boneless chicken breasts or the low & slow
often wood-fired closed BBQ smoking pits used to prepare beef briskets,
pork ribs, pork butts (for pulled pork), whole chickens and other muscle cut
sub-primals. Although burgers and hot dogs dominate grilling activity from
a volume standpoint, hobbyists have fueled a surge in low-and-slow
cooking in the past few decades, especially with the development of more
automated app-controlled smoking pits. According to historical data, U.S.
boxed beef prices peak in May with the onset of outdoor grilling. The last
few years saw different metrics due to CoVID induced demand distortions,
but this year is seeing price firmness in popular grill items such as beef
= e striploins and top butts. To be sure, outdoor grilling is not the only driver of
s g {g : 2 = J %  summer meat demand; ground beef consumption usually increases as well
T - unteau as vacationers frequent the drive-in lanes of QSR burger establishments.
Beef Choice Beef Cutout Value: 15/5/2023 - US$301.98/cwt. (-2% from Bacon consumption normally also grows in summer as bacon, lettuce &
8/5/2023) tomato (BLT) sandwich intake jumps. This year though, high retail bacon
The pork cutout value rose 1.9% last week as spot ham prices increased on  prices have discouraged consumption, causing a slump in belly prices and
both domestic and export demand. Export interest also helped firm picnic low overall hog carcass values.
values. A legal decision on the way pork can be marketed in the U.S. was the TRADE
talk of last week’s market. The U.S. Supreme Court upheld a decision by a lower
court that pork sold in the state of California must originate from farms that Except for those in the U.S, beef carcass prices are well below year-ago
provide a minimal housing space to pregnant sows of 24 square feet. U.S. pork levels in major South American producers & exporters, and in Australia
producers had argued that the rule contradicted laws prohibiting states from (see GRAPH below). Reasons for the softening prices vary. In Australia,
discriminating against interstate commerce, i.e., imports from other states. cattle supplies are cyclically ramping up, while weak China demand for beef
When the rule is implemented in the coming months (and barring further court is leading to lower South American offer prices. In Argentina, last year’s
appeals) any pork sold in the State of California will have to originate from very cold winter combined with a very dry spring, summer and autumn is
compliant farms. The rule will thus create a de facto border around the state, incentivizing a culling of cows on a scale that is negatively affecting cattle
requiring onerous paperwork that will raise prices to consumers for everything  prices overall. The situation is complicated by surging inflation which
from pork chops to bacon. California has nearly 40 million residents who exceeded 100% for the 1t time in 30 years in February. Brazil’s Jan-April
account for an estimated 15% of total domestic U.S. pork consumption. beef exports are -14% the pace of a year ago due to BSE-related declines in
California has little pork production and thus is dependent on outside supplies. ~ shipments to both China (-21%) Egypt (-42%) & the U.S. (-17%). Despite
The market reaction to the ruling last week was muted as analysts digested the Q1 hiccups, USDA is still forecasting global beef production this year to

potential impacts. be level with 2022 output, while also predicting that 2023 global beef trade
- 2019: +5.1% 12.54 MMT will be marginally higher than that of last year, with gains in shipments by
Quarterly U.S. Pork Production Forecast 2023; 2.2% 12.55 MIMT. Brazil, Australia, and India offsetting U.S. declines. USDA is also predicting
S07aF. +1.0% 1292 MamiT flat 2023 Chinese beef imports. The supply-demand mismatch in China

2024F: -0.1% 12.41 MMT . . . . . .
s appears to be continuing, with foodservice operators in Tier 1 markets

34 Sl 2 reporting lackluster consumer spending during the May Day holidays
s ax pmom  esex e 9% ok mz01s . . 7
os% - 2019 despite a resurgence in travel. As we reported last week, China’s Q1 beef
« 3.0 . . .
5 = 2020 imports were record large, adding pressure to wholesaler margins.
&528 2021
Sas 2022 = Cattle Carcass Prices
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Hog Carcass Cutout Value: 15/5/2023-US$84.38/cwt. (+3% from — i =
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Source: MLA, World Beef Report, USMEF estimates
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2019: +5.1% 12.54 MMT
2020: +2.4% 12.84 MMT
2021: -2.2% 12.55 MMT
2022: -2.5% 12.25 MMT
2023F: +1.4% 12.42 MMT
2024F: -0.1% 12.41 MMT

Quarterly U.S. Pork Production Forecast
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. Cattle Carcass Prices
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