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SUPPLY & DEMAND

The USDA CHOICE beef cutout fell back last week on concerns demand was sagging &
news of spreading HPAI detections in U.S. dairy cattle. Spot live fed cattle and cattle
futures markets plunged after a farm worker in Texas contracted a mild case of
H5N1 from a dairy herd confirmed to have HPAL The June live fed cattle contract has
fallen from the U.S. $1.86/1b. range on March 21 to $1.72 last Friday. Cattle industry
analysts see the market reaction to the avian influenza findings as overblown, and so
far this week, cattle prices have stabilized & for some beef cuts, prices have
rebounded. The public remains largely unaware that H5N1 has been found in
animals other than poultry for years now and that animal health officials have been
closely monitoring mutations in the virus since its emergence in Hong Kong in 1997.
USDA’s Animal and Plant Health Inspection Service (APHIS) issued statements last
week that the findings posed no risk to U.S. milk and meat supplies as all commercial
milk is pasteurized before entering the market and meat from infected animals does
not enter the human food chain. Negative sentiment surrounding the recent market
belies market fundamentals of tighter live cattle & beef supplies ahead. Cow-calf
producers, engines of the U.S. cattle cycle, should reap spectacular returns as cattle
supplies remain tight. High calf prices are expected to continue to improve in 2024
and in 2025, while already this year, cow-calf producers face win-win options
between breeding cows and receiving high prices for their calf offspring or culling
cows and capitalizing on sky-high cull cow values. Beef production is contracting
with YTD output down 3.7% from the pace of last year, while year to date slaughter
is down 5.4%.

U.S. beef weekly cutout vs monthly average U.S. export
value to Japan, Korea, China, Taiwan & IHK (USD/ton)
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Beef Choice Beef Cutout Value: 9/4/2024 - US$302.09/cwt. (-1% from
2/4/2024)

The USDA pork cutout value moved higher last week on firming values for hams and
loins. Last Friday’s closing value was the highest since last September and was +25%
from a year ago. YTD pork output is roughly even (+0.2%) with a year ago, evidence
of stronger overall demand. Average U.S. trimmed pork loin prices languished
throughout the 2nd half of last year but have been steadily rising this year on
improved domestic and foreign buying (see MOVING AHEAD next column). Ham
values firmed last week on steady-to-strong Mexican demand; during the week
ending March 28, U.S. processors & exporters wrote new orders for nearly 23K tons
of pork meat, the 2nd highest weekly volume so far this year. Combined new U.S.
pork sales to Mexico during the 2 half of March exceeded 50K tons, one of the
largest consecutive 2-week sales volumes for any one export destination ever. The
Mexican Peso hit a 9-year high last week and the currency has seen the best
performance against the U.S. dollar among the 16 major world currencies so far this
year. During the 15t 2 months of 2024, Mexico accounted for 44% of total U.S. pork
exports (muscle cuts), vs. 26% during the same period in 2021 when China was the
dominant export market. June lean hog futures followed the cash market higher last
week and continued optimism about the pork market outlook. Looking ahead,
analysts forecast seasonal demand factors — mostly the onset of the grilling season -
will provide support to ribs, loins, butts & picnics through the remainder of the
spring and summer. The pork complex is also benefiting from the negative publicity
about the HPAI findings in U.S. dairy cattle.
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Hog Carcass Cutout Value: 9/4/2024 -US$100.71/cwt. (+4%
2/4/2024)

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

MOVING AHEAD

Once a consumer household protein staple, American attitudes toward pork
chops have grown more ambivalent over recent decades. A Kansas State
University meat marketing expert recently stated that U.S. consumer pork chop
demand is one of the least well-understood dynamics among major protein
choices. Many consumers now avoid chops due to a lack of confidence in how to
prepare them. On the other hand, pork chop options routinely appear on white
tablecloth steak establishments and at prices approaching those of USDA PRIME
beef steaks. Last week, wholesale bone-in trimmed pork loin prices of
approximately $1.17/lb. were just a fraction of the value of bone-in beef loin
ribeye prices of $8.90/1b. Although most U.S. pork is further processed into deli
meats, sausages, pizza toppings and bacon, the U.S. industry organizations are
now taking a more aggressive approach to promoting fresh pork sales at
supermarkets. In recent years though, pork loins have been a challenge, with the
pork loin primal value at times being a drag on the overall value of the carcass.
But so far this year, there are bright spots for fresh pork demand. Despite higher
pork production (YTD +6% YOY), the USDA pork cutout stayed strong during Q1
2024, defying the bearish sentiments of last year. Although higher wholesale
belly values account for 2/3rds of that YOY rise, prices of other fresh pork
items - particularly loins - have recently been more supportive. At the end of last
month, trimmed pork loin values were +27% from a year ago and +15% over the
most recent 5-year average (see GRAPH below). And despite the higher overall
U.S. pork output YTD, stocks of frozen loins on March 1 were -20% the volume of
a year ago. Unpacking the recent strength of loin demand is knotty. USMEF
reports that Mexico - known primarily for its ham demand - has been
purchasing more loins from the U.S. To be sure, U.S. pork loin exports to all
destinations have increased (see GRAPH previous column); USMEF estimates
that exports last year accounted for 19% of U.S. loin production, up from 12% in
2021. Domestically, the National Pork Board has been deploying popular food
bloggers to message simple & convenient preparation techniques for pork loins.
High beef & chicken prices are also playing their part. The price ratio of pork
chops to ground beef and chicken breasts is now on the low end of the 5-year
range, meaning pork is now a more competitively priced protein at the
supermarket. While the mid-March price of boneless pork chops was 6% higher
than last year, the price of boneless chicken breasts was +23% and the price of
80% lean ground beef was +31% YOY.
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TRADE

U.S. 2024 pork exports are off to a strong start, with monthly trade data showing
that through the first two months of 2024, total shipments, including variety
meats, increased 10% in both volume (502K tons) and value (U.S. $1.37 billion)
YOY. Aided by both strong processor demand, and an appreciating Peso (see
GRAPH below) exports to leading market Mexico are well ahead of last year’s
record pace, while shipments are also trending higher to Korea, Central and
South America, the Caribbean and Oceania. Jan-Feb exports to Australia were
up 242% YOY, the sharpest export gain among top #10 U.S. markets. U.S. beef
exports during the 1t 2 months of the year were down 1% in volume terms but
export value climbed 9% YOY. Jan-Feb combined U.S. beef exports to key Asian
markets Korea, Japan, China, Taiwan & HK fell 4% in volume terms, but
increased 3% in value YOY. Average monthly per ton export values (muscle cuts
only) to Asia have remained mostly steady over the last 6 months after gradually
rising from early 2023 through last fall (see GRAPH previous column). HK has
been the fastest growing market for U.S. beef (+32% YOY) among top ten export
destinations so far this year.
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