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SUPPLY & DEMAND

Wholesale USDA CHOICE beef prices moved sideways through last week, with
institutional buyers remaining cautious about spring demand prospects, especially
given lofty supermarket prices. Demand for grinds and ground beef saw seasonal
firmness while middle meat buying remained hand-to-mouth. Lean 90% trimmings
hit a new record high last week of U.S. $3.38/Ib. as the shortage in domestic grinding
material grows. Although elevated imports of lean beef & live cattle last Q4 (see
circled area in GRAPH below) have helped alleviate the domestic shortage, the sharp
drop off in the U.S. cow Kkill has pinched supplies of raw material for lean beef
production. High lean trimmings prices have helped propel the value of other lean
cuts traditionally used for roasts and other purposes, e.g., the average cost of lean
inside rounds have jumped nearly 47% since the beginning of the year, outpacing the
gains of all other main beef sub-primals. Five consecutive weeks of sub 600K head-
per-week harvests have also contributed to the recent price firmness of the beef
complex. Last year during the early spring period, slaughter levels were averaging in
the 620+K per week range, and year to date, 2024 U.S. cattle slaughter is down over
400K head from the pace of last year. Despite the lower slaughter activity, live fed
cattle prides made another jump last week, with fed steer values in the northern
plains area exceeding U.S. $1.90/1b. The uptick in cattle prices came before USDA’s
Friday release of its monthly cattle on feed report, which showed a larger-than-
expected 10% YOY increase in the number of cattle placed into feedlots during
February. Analysts were expecting a sizeable increase because feedlot transactions
were constrained during January, but the 1.89 million head placed into lots during
the month was larger than any other February since reporting began in 1996.
Although the feedlot numbers appear large given the overall reduction in the total
U.S. inventory of cattle, the supply pipeline of cattle outside of feedlots continues to
dwindle. Feedlots are pulling in more cattle due to falling grain prices, with the cost
of cattle weight gain inside a lot now more competitive with grazing expenses
outside. Cattle carcass weights are also record large for this time of year, with
average fed steer weights last week hitting 922 Ibs., up 19 lbs. from the same time a
year ago. USDA’s report caused fed cattle futures to fall back yesterday, and current
cash cattle prices are above all 2024 futures contract values, a signal that market
sentiment has temporarily turned more bearish.
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Beef Choice Beef Cutout Value: 25/3/2024 - US$310.89/cwt. (-1% from
19/3/2024)

Last Friday, the USDA pork cutout ended slightly higher than the previous week’s
close on steady to firm demand for retail pork items including chops, tenderloins,
ribs, and butts. Price stability in the market prevailed despite the weekly slaughter
level (2.532 million head) ticking up from previous weeks. After dismal financial
conditions for U.S. pork producers in 2023 and into early this year, there is more
optimism among the industry that 2024 will turn profitable for both producers and
packers. The market is now awaiting the release this Thursday of the latest quarterly
USDA hogs and pigs report. Analyst talk has been focused on reports of producers
trimming herds due to the poor financials of last year. Total U.S. hog slaughter during
the December-February quarter was up 3.7% and sow slaughter has been increasing
in recent weeks with the most recent 7 weeks of data showing the pace of sow
harvest +9% over the pace of the same period last year. The big unknown is whether
sow productivity has continued to increase, which would imply that more pork is
being produced per breeding animal. USDA is predicting 2024 pork production will
grow 2.2% YOY, while also forecasting an average live hog price of $61/cwt. That
would be 4.1% higher than last year and indicate that USDA believes demand for U.S.
pork, both domestic & foreign, will be stronger this year. U.S. pork muscle cut
exports through the 21 week of March were up 10% from last year’s pace, with
triple-digit YTD gains in shipments to Australia and the Philippines. Weekly pork
sales to Canada hit an all time high during the week ending March 14.

Hog Carcass Cutout Value: 25/3/2024 -US$95.74/cwt. (+3% from
19/3/2024)
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MOVING AHEAD

From a culinary perspective, many associate Easter dinners (this Sunday March
31) with glazed ham. But ancient Easter dining traditions center around lamb.
The reference to lamb in Christianity goes back to the book of Genesis, and in
biblical times, it was considered a lucky omen to meet a lamb at Easter time. In
many countries where Easter is the most important annual holiday (e.g. Greece),
lamb is at the center-of-the plate for the traditional holiday feast. Per capita
consumption of lamb in the U.S. has fallen from 4.5 pounds (retail weight) in the
early 1960s to around 1.1 pounds per year, with more than 2 in 3 Americans
claiming they don't consume lamb at all. But Easter is still considered a peak
consumption time for the 100+ million U.S. lamb eaters, and in recent weeks U.S.
lamb slaughter has been ramping up in preparation for this weekend’s seasonal
demand peak. Annual U.S. lamb slaughter totaled 2.07 million head in 2022, or
approximately 40K head per week. According to the USDA, the U.S. has 553
plants that harvest sheep, but one plant accounts for over 20% of annual total
slaughter. Annual U.S. sheep meat production reached just under 62K tons in
2022, while imports - mainly from Australia & New Zealand - totaled 152,000
tons. Many U.S. sheep are finished out in feedlots, with the state of Colorado a
major grain-feeding region. Fresh lamb is by far the priciest red meat in the U.S,,
with the current USDA lamb cutout value of approximately U.S. $4.70/1b. (across
all cuts) being much higher than that of beef ($3.14) and pork ($0.92). On the cut
side, outside of peeled beef tenderloins, U.S. lamb racks are one of the most
expensive red meat items, with wholesale values last week hovering in the U.S.
$11/1b. range (-5% YOY); frenched USDA PRIME Colorado lamb racks can run up
to U.S. $70/lb. on some direct-to-consumer websites. The USA’s increasingly
multiethnic population makeup translates into a plethora of Easter lamb dining
options, ranging from traditional Christian Easter rack of lamb to a lamb
shoulder tagine (stew) for Ramadan, lamb shanks for Jewish Passover, and
Mediterranean roasted lamb leg for the 3+ million members of the American
Greek community.

TRADE

U.S. beef and pork packing plants like to boast about the absence of garbage or
disposal bins at their facilities because all parts of every animal are further
processed into commercial items. Products included in the by-product definition
are usually categorized as edible offal, inedible offal, meat, bone and blood meal,
edible and inedible tallow, hides, and pharmaceutical products. The top valued
U.S. beef by-product is tallow, which currently represents 20% of the total value
of all byproducts, followed by hides (18.4% of total value), tongues (15.2%) and
tripe (12%). Tallow’s value has increased as demand for it by the biodiesel
industry has grown. U.S. hides are processed - mostly overseas - into leather
goods such as car seats and handbags. In the edible category, in addition to
tongues & tripe items, principal commercial items include livers, hearts, oxtails,
sweetbreads, cheek and head meat, among others. The most valuable by-product
items on a per weight basis include gallstones and fetal blood serum, which are
used in the pharmaceutical industry. Spot availability of these items is rare. On
the cattle & beef side, over the last 15 years, the combined value of all beef by-
products has accounted for 9.5% of the total value of the carcass. That is
equivalent to U.S. $167 per head of cattle, or $11.77 per hundred pounds. When
beef prices are high, the ratio of byproduct value to total value declines, while
the opposite is true when meat prices are low. According to Oklahoma State
University Livestock Specialist Derrel Peel, during the 2009-2023 period,
average monthly steer by-product values have ranged from $5.90/cwt. to a high
of $16.59/cwt. Because recent wholesale beef muscle cut prices are high, the
current by-product percentage of total cattle value of 6.4% is on the low side.
The U.S. is a major beef by-product exporter, with edible variety meat exports
accounting for roughly 28% of total U.S. production. U.S. edible beef variety meat
exports last year totaled U.S. $1.127 billion, while the annual value of U.S. exports
of bovine hides and tallow has averaged roughly U.S. $1.64 billion over the last 5
years. Popular U.S. beef byproduct export items include tongues; last year, the
average value of Japan’s imports of U.S. beef tongues reached U.S. $10.90/kg.,
higher than many muscle cuts. The per kilogram value of exports of tripe,
omasum and other digestive tract organs to Hong Kong last year was $5.75/kg.
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ACTIVITIES:
Food & Hotel Asia, Singapore: April 23-26, 2024
SIAL, Shanghai: May 28-30, 2024
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