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SUPPLY & DEMAND

The wholesale beef market was quiet last week, but average values across all
cuts rose to their highest level since June 2023. With the July 4t holiday falling
on a Thursday, meat plant work schedules were light on both Wednesday &
Friday. Last week’s total cattle harvest topped out at 517K head, nearly 100K
head less than the previous week, and the lowest July 4th-week harvest since
2016 (see GRAPH below). Analysts will begin to dissect how beef processing
plants will procure cattle between now and the Labor Day Holiday (Sept 2)
with animal prices at record levels and wholesale prices poised to experience
seasonal sluggishness. Even though wholesale beef prices remain lofty, the dog
days of summer through July & mid-August normally bring slower demand,
especially for ribs & loins. Without further price support, the tighter squeeze
between wholesale beef prices and high cattle values could become more
pronounced. Despite minimal spot cattle trade last week, the benchmark 5-area
average steer price topped $1.97/1b. (liveweight basis), a new historical high.
The cattle pipeline is projected to shrink further during this 21d half of the year,
with most of the decline in cow numbers. Fed beef production continues to run
close to the pace of a year ago, and with cattle spending more time in feedlots,
feedlots are sending heavier & more marbled animals to plants. From Jan to
mid-June 2024, combined USDA CHOICE & PRIME beef production was up 1.2%
year-over-year, with PRIME levels so far this year of 10.8% on a record-high
pace. And although fed cattle weights dropped last week, the average is still
+39 pounds (live) from a year ago. Total U.S. beef production YTD is down 1.4%
but USDA is forecasting that Q4 output will drop 2.8% YOY as the fed cattle
pipeline starts to drop more sharply.
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Beef Choice Cutout Value: 8/7/2024 -US$330.47/cwt. (+<1% from
1/7/2024)

Although trading was light, the pork cutout value noticeably weakened last
week on high spot availability & softer belly, butt and rib primal values. Bone-in
ham values rose slightly, hitting their 3t highest value this year. Mexican
buyers have continued to purchase U.S. hams despite a fall in the Peso, but
bellies have yet to gain seasonal traction (see graph below). Some analysts
believe that sluggish consumer spending at fast food outlets has dented bacon
demand, although operators have been stepping up promotional efforts this
summer to drive more traffic flows. Retailers were also actively promoting back
ribs this past July 4t weekend, and at aggressive pricing that was focused on
moving product. After a slow period in late May, new U.S. pork export orders
have jumped, with sales registered during the June 21-27t% period reaching the
highest volume of any week this year. Orders to Mexico exceeded 34K tons, a
historical weekly amount of new business for the U.S.’s #1 export destination.
Total U.S. pork muscle cut exports through June 27t were +4% YOY, but still
running below the 1st half year pace of 2021 & 2022 when China was the top
export destination. New pork export business to China was also strong during
the latest reporting week, perhaps due to increased demand following China’s
decision to initiative an anti-dumping investigation against EU pork imports
(see TRADE next column).
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Hog Carcass Cutout Value: 8/7/2024-US$95.99/cwt. (+1% from
1/7/2024)

ACTIVITIES:
Restaurant and Bar, Hong Kong: September 3-5, 2024
FHC Shanghai Global Food Trade Show: Nov 12-14, 2024

MOVING AHEAD

The pandemic delivered a blow to the alternative meat industry, with
consumption of meat alternatives falling & those of conventional meat &
poultry rising as consumers sought comfort from natural animal proteins.
According to the Good Food Institute, plant-based meat and seafood sales
declined in 2023 YOY, with total CY 2023 alt-meat sales totaling U.S. $8.1
billion, a decline from $8.2 billion in 2022. That was the 21d consecutive
annual decline in revenues for the industry. (Note: total U.S. conventional
meat & poultry sales exceed $130 billion.) Plant-based foods are continuing
to fall short on several key attribute levels, including taste, texture and
affordability. Though the hype continues, only 15% of U.S. households
purchased any alt-meat products in 2023, compared to 19% in 2022. While
the protein craze continues - 64% of US consumers claim they want to
increase their protein intake - the alt-meat industry is failing to deliver on
not just providing affordable products, but also on quality. In short,
offerings by the industry have failed to replicate the sensory characteristics
of real meat products. The food protein industry is now exploring another
channel. More reports are emerging of R&D and investment in hybrid
proteins, or foods that combine animal, plant, cellular agriculture and/or
fermentation-based ingredients. The concept is not new. Iconic products
like Hamburger Helper - a huge seller in the 1970s - consisted of a dried
carbohydrate (often pasta or rice) mixed with seasonings, which was
combined with ground beef ("hamburger"), water, and sometimes dairy
products, to make a one-dish meal. Now companies are developing similar
foods, but with the meat protein included. One example is Both Burger, a
six-ingredient meat-vegetable burger patty comprised of 50% beef and a
50% mix of broccoli, caramelized onions, cauliflower, garlic and
mushrooms, plus seasonings. There is also more R&D around mixtures of
ground animal proteins and mushrooms and mushroom roots (mycelium),
with food technologists noting that mushrooms impart a particular umami
flavor on the final product. The hybrid protein movement claims that its
products address several shortcomings of all alt-meat products, including
taste & affordability, while appealing to the wider consumer base of
flexitarians who eat meat but want to eat less of it.

TRADE

Meat trade analysts are asking how punishing anti-dumping duties by China
on EU pork imports may work to reshape pork trade flows throughout the
Asia region. EU suppliers accounted for 54% of China’s total 2023 CY pork
& pork variety meat imports, with Spain serving as China’s #1 pork
supplier with a market share of 23%. So far this year, EU suppliers have
also accounted for 54% of the volume of China’s total Jan-May imports of
897K tons. With the U.S. and Brazil as the next largest suppliers to China
(Jan-May 2024 import market shares of 18% & 13% respectively), they may
stand to reap the greatest benefit from any major shifts EU competitiveness,
but U.S. exporters themselves are still facing additional 25% duties. In
addition, the U.S. is often not competitive in Asia with popular pork table
meat items such as bellies and ribs. That puts the spotlight on Brazil. China
is already Brazil's #1 customer, with 23% of Jan-May pork export volume
destined there. Any surge in new China orders from Brazil could pressure
supplies to other markets, including the Philippines, Hong Kong &
Singapore, which collectively account for 28% of the South America
supplier’s exports, and to a lesser extent Japan and Korea (see GRAPH
below). Brazil’s pork producer association has recently stated it could
possibly boost total output and exports, given its processing industry
currently operates at 85-90% capacity. Another scenario is that total
Chinese imports drop, which could lead to more aggressive pricing to all
other global pork markets by all exporters. The Philippines could be a major
battleground. With large total imports (CY 2023 = 528K tons), and with
very price sensitive buyers (average per ton pork import value last year =
U.S. $1,423 vs $2,374 for China) who are less loyal to country-of-origin,
market shares could shift significantly with relatively small changes in
exporter price offers.
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