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The latest USDA survey of cold storage opera ons put the total
supply of beef, pork, chicken and turkey at the end of February at 2.091
billion pounds, slightly higher than a year ago but s ll 9.4% lower than a
year ago. Inventories increased by almost 6% from the previous month
a faster pace than what we normally see (+2%) during this Ɵme of year.
While this might be construed as somewhat bearish, one needs to
recognize what’s driving the build. We do not see it as a sign of slowing
demand, rather it appears to be pulling some demand forward. End users
are very concerned about infla on and supply availability this spring and
summer. As a result they may be using freezer hedges to manage prices
during higher demand periods. If supply in Q2 falls below expecta ons
then these freezer hedges will work as intended. However, if supply ends
up being higher than expected and demand falters, the higher inventory
could weigh on prices. Calling the data as bullish or bearish is not
especially useful, rather it is be er to view the freezer inventory in the
context of overall supply as it unfolds.
The total supply of beef in cold storage at the end of February
was esƟmated at 532.5 million pounds, 3.9% higher than a year ago and
9% higher than the five year average. This was the highest end of
February beef inventory on record, driven in large part by more beef cuts
in cold storage. The inventory of beef cuts at the end of February was
es mated at 47.8 million pounds, 30.3% higher than the previous year
and 32.4% higher than the five year average. But since the supply of this
category is small rela ve to overall demand, we do not see this increase
as having a material impact. Boneless beef inventory at 484.7 million
pounds was only 1.9% higher than a year ago. Boneless beef inventories
increased just 0.2% from the previous month despite sharply higher beef
imports and double digit increase in beef cow slaughter. The biggest
increase in beef inventory was in the West South Central, which would
suggest this is not due to product being staged for export or due to higher
imports (while some imported beef does come through the Gulf states,
most arrives either in the East or West Coast.)
Pork supplies in the freezer remain light from a historical
perspec ve but they showed robust gains in February. This is important
when discussing demand last month. Pork prices were very firm in
February, in part due to lower slaughter numbers but also because market
par cipants were looking to bolster their freezer inventory an cipa ng
ghter supplies in the spring and summer. The inventory of bellies in the
freezer at the end of last month was 50.1 million pounds, 33.5% higher
than a year ago and 8.6% higher than the five year average. Chicken
inventory numbers showed some improvement in February, largely due to
more dark meat and wings accumula ng in the freezer. Turkey breast
inventory remains limited, down 46% from last year and 61% lower than
the five year average.
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The Daily Livestock Report is made possible with support from readers like you. If you enjoy this report, find it valuable
and would like to sustain it going forward, consider becoming a contributor. Just go to www.DailyLivestockReport.com
to contribute by credit card or send your check to The Daily Livestock Report, P.O. Box 4872, Manchester, NH 03018

Thank you for your support!
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