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Note: Due to the upcoming Thanksgiving holidays, the next U.S. Meat
Bulletin will be published December 5.

SUPPLY & DEMAND

U.S. beef wholesale prices moved lower again last week - albeit slightly - as
retailers focused on turkey sales for this Thursday’s Thanksgiving holiday. A
relatively big weekly harvest of 636K head created larger beef supplies,
pushing prices lower, especially of end cuts including rounds. Analysts note
that U.S. consumers are now seeing retail turkey prices that are lower YOY,
while the average monthly price of fresh beef (all cuts/all grades) according to
USDA hit another all-time high during this October. With beef wholesale prices
weakening, and retail prices at stickily high levels, the spread between retail
and wholesale prices has remained wide (see GRAPH below). Total estimated
retail sales of beef dropped both in volume and value terms in October, an
indication of softening demand. On the live cattle & futures side, markets were
unsettled as the industry awaited the release of the monthly USDA cattle on
feed report. The report was less bearish than expected and should help
underpin live fed cattle and feeder cattle prices which have been moving
sideways/down since the release of USDA’s last cattle on feed report on
October 20. For the 15t 2 days of this week, cattle & beef prices lacked direction,
as overall commercial activity slowed given the long Thanksgiving weekend
approaching. Analysts await next week to determine trends as the industry will
begin preparing for Christmas demand. Margins of beef harvest plants are
currently in the red due to high cattle prices and falling wholesale beef prices.
U.S. Choice Beef Wholesale to Retail Spread, $/lb.
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Beef Choice Beef Cutout Value: 21/11/2023 - US$295.81/cwt. (-1% from
13/11/2023)

The composite USDA pork cutout value softened through last week and then
jumped higher Friday as the primal belly value spiked. Low belly prices are
enticing buyers to take long positions and put away product in freezers (see
GRAPH below). Bone-in ham values remained steady to slightly higher through
last week as seasonal ham buying grew more active and Mexican demand
stayed firm. Lean hog futures were mixed last week, with no clear direction
emerging from last week’s trade. Optimists believe seasonal demand will help
pull up the cutout value through the remainder of the year, while pessimists
point to weaker demand both at home & abroad. Last week’s leader summit
between the U.S. and China failed to excite the U.S. hog market but did provide
signs of more stability ahead in overall bilateral relations. China’s average live
hog prices weakened 10% through October, and confidence is low that an end-
of-year rally would significantly incentivize additional imports. China’s lower
import demand has resulted in the volume of the global pork trade contracting
7% YOY during the Jan-Sept period. European pork muscle cut exports were
down 20% in Jan-Sept, with V-meat shipments off 26% YOY. The 20% EU
export decline equates to over 700K tons. Interestingly, exports to destinations
other than #1 market China (China accounted for 1/3rd of EU’s Jan-Sept total
pork exports) were down 22%, indicating that Europe’s 2023 export malaise
has extended across all markets.
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Hog Carcass Cutout Value: 21/11/2023-US$85.21/cwt. (-2%
13/11/2023)

ACTIVITIES:
Food & Hotel Asia, Singapore: April 23-26, 2024
SIAL, Shanghai: May 28-30, 2024

MOVING AHEAD

U.S. cattle markets have been skittish in the last few weeks as data has
shown that more animals have been entering feedlots than expected, an
unanticipated development given that the U.S cattle herd overall is
undergoing a contraction. Combined with ongoing drought conditions, high
cattle prices have incentivized ranchers to sell animals, including potential
herd rebuilding breeding heifers. This has resulted in a larger-than-
expected movement of cattle into feedlots, and an increase in cattle on feed
numbers. Last Friday’s USDA report showed that all cattle and calves on
feed for the slaughter market in the United States for feedlots with capacity
of 1,000 or more head totaled 11.9 million head on Nov. 1, 2023. That
inventory was 1.8% above Nov. 1, 2022, and the 4t highest Nov 1 cattle-on-
feed number ever. Analysts were more fixated on the number of cattle
placed into feedlots during October, and the 2.16 million head estimate - at
+4% above November 2022 - was still high, but less than the +6% increase
many market observers were fearing. Nevertheless, the significant jump in
placements suggests that U.S. ranchers continued to liquidate their herds
through last month. As more cattle than predicted entered feedlots during
October, the marketing of cattle to meat processing plants dropped YOY by
2.5%, a slightly larger decrease than the consensus forecast. Beef demand
has slowed due to higher retail prices, while slaughter plants have seen
margins pinched by high fed cattle costs and weakening wholesale beef
values. This has led to lower harvest activity and thus contributed to a build
up in front-end (i.e., ready-to-market) cattle supplies (see GRAPH below).
Analysts note that when cow-calf producers begin to hold back heifers,
cattle will significantly tighten, and possibly very quickly.

Estimated Inventory of Cattle on Feed Over 120 Days
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We periodically remind readers that the U.S. is not only a beef export
powerhouse, but also a major importer, not only of beef but also live cattle.
And this year, lower beef exports and higher imports - both of cattle &
beef - have rendered the U.S. a net bovine protein importer. Driven by the
decline in domestic production, the U.S. imported just over 1 million tons of
beef - across all categories from variety meats to processed items - during
the 15t 9 months of the year, the largest volume for the Q1-Q3 period in at
least 30 years. Canada, Mexico, Australia, and NZ have accounted for 77%
of the USA’s beef imports so far this year. On the live cattle side, imports
into the U.S. of 1.4 million head (60% from Mexico & 40% from Canada)
were up 19% from last year’s pace, but not record high. Approximately 90%
of the USA’s beef imports consists of fresh/frozen muscle cuts, while
roughly 3% of cattle imports consist of younger animals that are further fed
in U.S. feedlots. Cattle imports also include ready-to-slaughter fed cattle,
slaughter cows & bulls and some dairy animals. The U.S. also exports live
cattle; during the 15t 9 months of 2023, the U.S. shipped 254K head of cattle,
82% of which moved north to Canada. Over 95% of U.S. cattle shipped to its
neighbors consist of feeder animals. Although the U.S.s cattle import
numbers sound high, imported animals account for just several percentage
points of total slaughter in any given year. On the beef product side, most
imports consist of grass-fed product that is channeled into ground beef
production. So far this year, reduced U.S. exports (934K tons through Sept)
and increased imports have made the U.S. a net beef importer, although the
value of exports (U.S. $7.32 billion) exceeds that of imports (U.S. $ 7.08
billion).
U.S. total beef imports 2014-2023
(volume: metric tons)
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