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Note: The next U.S. Meat Bulletin will be published November 22.
SUPPLY & DEMAND

Beef prices softened again last week, putting on pause the expected pre-holiday
price rally that historically occurs from late October through the end of the
year. Demand for higher graded beef was steady, but there was weakness in
pricing of lower USDA CHOICE end cuts and thin meats. Buyers remain prudent
about holiday demand as indicators point to slipping consumer confidence.
Although cattle prices remain historically high, there were negative overtones
in last week’s live cattle markets, as the industry digested the growing
possibility that this upcoming Friday’s USDA’s monthly Cattle on Feed report
will show placements into feedlots grew during October alongside slower
marketings of cattle to plants. This could yield an unexpected new record high
cattle on feed number for a November 1 date. The bulge in the fed cattle
pipeline has also weighed on the futures market, which has noticeably slipped
in the last few weeks. The December live fed cattle futures contract has
dropped from the approximately U.S. $1.84/lb. (liveweight) level registered
earlier this month to around U.S. $1.74/lb., the lowest price for the contract
since May. Last week’s live fed spot cattle prices also fell from the U.S. $1.85/1b.
level to $1.81. Optimists point out that today’s pipeline bulge means lower
supplies later, and that a predicted cyclical El Nifio-driven change in U.S.
weather will lead to improvements in next year’s U.S. foraging conditions. This
will incentivize producers to hold back breeding heifers for herd expansion,
causing the flow of cattle into feedlots and plants to sharply contract. Exports
came under focus as USMEF held its semi-annual meeting last week. U.S. beef
exports have struggled this year due to lower cattle supplies, the high dollar,
and a resurgence in Australian shipments to Asia (see next column).

USDA moderated its forecasted drops in beef production for Q4 2023
through Q3 2024, but beef production will continue to contract
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3.4 2023F: 12.22 MMT, -4.8%
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Beef C01ce Beef Cutout Value 13/11/2023 US$297.85/cwt. ( 1% from
6/11/2023)

Last week’s wholesale pork prices were mostly level with the previous week’s
close, with export bone-in ham demand firm & spot trading of bellies
characterized as unsettled. Butts advanced, while seasonal retail demand for
boneless hams was lackluster & tenderloins remained at extremely attractive
prices. Fatty (42% CL) trimmings continued to move lower on abundant
supplies. Stories of pain in the USA’s hog sector persisted last week, with lowa
State University data showing that this round of producer losses is larger and
longer than in any other period over the last 20 years. Reports of elevated sow
culling continue, but interestingly, USDA is predicting that U.S. pork production
will increase next year. Agency economists are now pegging next year’s U.S.
production at 12.585 million tons, up 1.9% from the forecasted 2023 output.
Increased sow productivity is cited as one reason for next year’s projected
output rise, but strong export demand should also underpin values. The U.S.
exported 29.4% of its total pork output during the 1st 3 quarters of this year, an
increase from last year’s ratio and higher than the most recent 5-year average.
Analysts are bullish about U.S. pork export prospects moving forward,
especially given the steep decline in European output (YTD = -8% YOY), and
attractive U.S. pricing (see TRADE next column). If U.S. interest rates begin to
decline, the dollar may weaken, making U.S. pork even more competitive. U.S.
exporters reported one of the highest sales volume weeks of this year during
the October 27 - November 2 reporting period.
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Eyeing increased opportunities for antibiotic-free proteins (ABF), lowa
Premium Pork plans to re-open next spring the shuttered 5,000 head-per-
day Windom, Minnesota pork facility. The Windom plant was closed in June
by its previous owners Hylife for financial reasons. lowa Premium
currently operates facilities in Luverne, Minnesota and Hospers, lowa, and
purchased the Windom facility at auction for what was seen as a bargain
price of U.S. $13 million.

MOVING AHEAD & TRADE

The U.S. Meat Export Federation (USMEF) last week held its semi-annual
meeting last week and highlighted the challenges and opportunities the
organization believes U.S. beef, pork and lamb exporters are likely to
encounter in 2024. While global macroeconomic trends next year are
debatable, major factors that could influence U.S. red meat exports include
interest rate movements - and thus exchange rates and the dollar
strength - world oil prices, China’s economic performance, and geopolitical
developments, especially the direction the conflicts take in eastern Europe
and the Middle East. On the beef side, USMEF expects U.S. exports to
decline again next year due to limited domestic production (USDA predicts
CY 2024 U.S. beef output will drop 4.2% from this year), but the forecast
1.5% decline in trade volume will be modest compared to this year’s steep
10% fall. Compared to growing pork & poultry production, global beef
output has been relatively flat over the last decade, with the total volume of
beef traded globally - outside of China & HK - also flat over the past 10
years. Through August of this year, global beef exports of about 5.5 million
tons were down 2% YOY. Smaller exports from Brazil, the U.S,, India, EU,
Canada, Uruguay, Paraguay, Mexico, and the UK were not fully offset by
increased shipments from Australia, Argentina & NZ. The biggest
unknown for U.S. beef exports next year is China’s demand conditions;
China’s growth in total beef consumption in the past 5 years of 2.25 million
tons has dwarfed that of all other markets combined, but current
consumption is weak, raising questions as to whether China’s total beef
imports will increase in 2024 after 12 consecutive YOY gains. China, along
with Taiwan and Korea, is one of the few countries witnessing clear long-
term growth in beef consumption. But in terms of impact on world markets,
China’s influence is outsized. On the pork side, U.S. total pork exports next
year are expected to increase another 3% from this year’s 2.9 million tons,
which are expected to be a robust 9% over last year’s export performance.
While this year’s pork export volumes won’t match the record set in 2020
when China was hit by ASF, 2023 export value will hit a record $8.17 billion,
up 6% YOY. Although the volume of U.S. pork exported to China this year
has increased compared to last year, the key drivers for U.S. pork exports
have been other markets, especially Mexico, Canada, and several smaller
markets including the Dominican Republic, Australia, Taiwan, and the
Philippines. While the big story for the U.S. has been Mexico’s huge
purchases this year, the major news from a global perspective has been the
sharp decline in EU pork production, Interestingly, the forecast YOY decline
in EU 2023 pork output of 2.6 million tons roughly matches the estimated
tonnage decline in this year’s total Chinese pork imports. Smaller EU
production have pushed prices higher, lowering EU export competitiveness
for most of this year & allowing the U.S. to regain share in Australia, Korea,
and the Philippines. USMEF believes the U.S. and Brazil will be the major
engines of pork export growth in the future, but Brazil’s performance may
be hindered by its FMD status; USDA/APHIS only recognizes the state of
Santa Catarina as being FMD-free without vaccination. Another bright spot
for the U.S. has been its pork variety meat exports; 2023 volumes are
expected to set a new record, as will the value of PVM exported per head.
China & Mexico account for 85% of all U.S. PVM exports (note: pork graph
below is muscle cuts only).
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USDA moderated its forecasted drops in beef production for Q4 2023
through Q3 2024, but beef production will continue to contract
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