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SUPPLY & DEMAND

The beef cutout moved lower again last week on seasonal weakness in the rib &
loin complex. Continued heatwaves through large swaths of the U.S. negatively
impacted outdoor grilling activity, & rib wholesale values hit 52-week lows.
Last week’s slaughter of 584K head was over 40K head lower than the same
week last year, a sign that processors are reducing slaughter as they feel the
squeeze between falling wholesale beef prices and high cattle values. That said,
lean beef cuts - including knuckles, goosenecks and inside rounds - continue to
be supported by record high 90% lean trim prices, and despite an increase in
manufacturing beef imports (see MOVING AHEAD next column). USDA released
its June Cattle-on-Feed report, with analysts eyeing its details for any signs that
cow-calf producers are holding back heifers for breeding. July 1 total feedlot
inventories of 11.304 million head were slightly higher than a year earlier,
although in line with pre-report forecasts. The number of cattle marketed to
processing plants during June was just 91.3% of the level of June 2023, but also
within expectations due to a smaller number of calendar work days during this
June. The biggest surprise was the low level of placements of cattle into feedlots
during June, which was 91.2% of last June’s figure. This was the smallest June
placement number since 2016 and reflected the declining number of cattle
outside of feedlots available for feeding. The biggest takeaway from the report
however was the continued high inventory of heifers in feedlots, an indication
that herd rebuilding, at least through the end of June, had not commenced. As of
July 1, heifers comprised just under 40% of total feedlot inventories, near the
highest ratio in the past 20 years. Analysts point out that in previous cattle
cycles, heifers as a % of total feedlot inventories dropped below 37% during
periods of heifer retention and herd rebuilding.
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Beef Choice Cutout Value: 22/7/2024 -US$313.44/cwt. (-3% from
15/7/2024)

A double-digit week-on-week increase in spot ham values - driven by
continued strong demand from Mexican meat processors - helped propel the
carcass cutout value to over the U.S. $1/lb. level. Some eagerly anticipated
domestic demand by U.S. bacon manufacturers also materialized, helping to
push up belly values. Export demand is not the only factor supporting ham
demand. Analysts are now factoring in how HPAI outbreaks may influence the
number of turkeys that will be brought to market during the main holiday
period later this year. If supply is low, & turkey prices high, consumers could
substitute ham as the holiday center-of-the-plate feature. Two other
international developments could help lift U.S. pork export demand. Chinese
pork prices have rallied in recent months on production cutbacks & an anti-
dumping action initiated against EU pork imports. Last week, China released
the names of 3 EU companies that will be investigated to determine whether
dumping occurred. In addition, Brazil announced poultry export cutbacks after
it discovered Newcastle Disease in its flocks, the 1st outbreak in that country
since 2006. Brazil accounts for 56% of China’s total poultry imports and a
disruption in Brazilian supplies could work to boost pork import demand, at
least at the margins (see TRADE next column). Although U.S. pork muscle cut
exports softened in May from the same month a year-earlier, total pork exports
(volume) through the 15t 5 months of 2024 are up 6% YOY. USDA'’s latest supply
& demand forecasts project continued strength for U.S. pork exports into next
year.
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Hog Carcass Cutout Value: 22/7/2024 -US$104.17/cwt. (+6% from
15/7/2024)

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

MOVING AHEAD

The U.S. beef export premium - the difference between average per-pound
U.S. beef export prices & average beef import prices into the U.S. - hit a
historical high of U.S. $1.17/Ib. during the Jan-May period (see GRAPH
previous column). Although the U.S. exported only 13.8% of its beef
production during the Jan-May period, the export premiums on high-
demand export items such as tongues, heel muscles, short ribs, short plates,
livers, etc. influence the value of all beef carcasses, whether meat produced
from them is exported or consumed domestically. Export premiums are
particularly important when cattle prices are high, as they enable meat
processors to continue to pay higher prices for already-expensive cattle. In
effect, export premiums help ameliorate the margin challenges beef
processors face when the strength of the domestic wholesale beef market is
insufficient to cover high raw material (i.e. live cattle) costs. Jan-May U.S.
beef imports were record high at U.S. $4.518 billion, with most inbound
shipments consisting of lean manufacturing beef which is being substituted
in greater volumes for the current shortage of domestic U.S. cow beef. The
total Jan-May volume of U.S. beef exports was down 5% YOY, but the unit
price of exports was 9% higher than the same period this year. The average
per-pound import cost of beef entering the U.S. during the 1st 5 months of
this year was $3.09/1b., similar to the unit cost of last year. The average Jan-
May 2024 U.S. export price was $4.23/1b.

TRADE

China’s H1 2024 meat & poultry (M&P) imports totaled 3.318 million tons,
a 13% drop from last year’s pace and the lowest Jan-June total since 2019.
Imports of poultry (456K tons, -38%), pork (1.072 million tons, -28%), and
sheep meat (202K tons, -13%) all fell by double digits YOY, while the pace
of imports of beef, now the largest imported animal protein category, rose
by 17% to 1.462 million tons. In terms of overall market shares Brazil, the
U.S., and Argentina were the 3 largest suppliers of all animal proteins in
both volume & value terms (see GRAPH below for market shares by value
for all M&P). Market observers have a close eye on China’s soaring beef
import figure, especially given mixed reports of the state of China’s
foodservice sector. June 2024 beef shipments of 212K tons were the lowest
since May 2023 & suggest that importers have started to moderate
purchases. After years of phenomenal beef demand and remarkable import
growth & total import volumes, China’s cattle & beef industry finds itself
arguably in a situation of over-supply. Last week, China released its official
H1 domestic livestock & meat production figures showing domestic beef
output jumped 3.9% YOY. China’s average live cattle prices are at their
lowest in recent years and down a sharp 25% YOY. Domestic beef prices
have also declined by about a quarter since reaching a peak in early 2022.
Interestingly, China’s pork sector dynamics are moving opposite to those of
beef, with more optimism pervading the market after large domestic &
imported pork supplies in the past 2 years led to major losses among
domestic producers & processors and pork importers and wholesalers.
During the Jan-June 2024 period, China’s domestic pork output totaled 29.9
million tons, a 1.7% YOY decrease equivalent to 510,000 tons, according to
official statistics. Total pork imports fell by nearly 420K tons, meaning that
in the 1st half of this year, total pork supplies fell by nearly 1 million tons. As
a result, China’s hog price last month closed above 19 yuan/kg. (U.S.
$1.18/Ib. liveweight) for the 1st time since early 2023 and tighter supplies
are expected through the end of the year. That said, China’s sow inventory
level started increasing again in May, leading to fresh concerns about
oversupply again in early 2025. And to be sure, inclement weather has
handicapped the delivery of live hogs to processing plants, which has
provided support to hog prices. Prices have also been boosted by secondary
fatteners who believe hog prices will rise further as the year progresses.
The uncertainty has caused China’s live hog futures to see-saw over the past
few months & the Jan 2025 contract is trading at a discount to current cash
values.
China: total meat & poultry imports
Jan-Jun 2015-2024 (USD millions)
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