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Disparate Inventories Widen Price Gaps
Between Beef and Pork and Poultry

Beef/Cattle: Because of disproportionate placements of heavy feeder cattle in feedlots,
relatively inexpensive corn, and historically low cattle on feed inventories, cattle feeders
have been able to retain fed cattle to heavier weights, and packers have paid prices higher
than are consistent with increases in wholesale cutout values. As a result, narrow-to-
negative profit margins persist despite record price levels for virtually all of the cattle/beef
complex.

Beef/Cattle Trade: U.S. cattle imports were weaker during February than in the same period
a year earlier. U.S. beef imports in February were 48.8 percent higher than the previous
year, mostly due to increased shipments from Australia, while February beef exports were
below those of last year.

Recent Livestock, Dairy and Poultry Special Articles

“Effect of the Trans-Pacific Partnership on U.S. Dairy Trade,” pdf pages 19-25 of
November 2013 Livestock, Dairy and Poultry Outlook report
(http://www.ers.usda.gov/media/1221780/specialarticleldpm233.pdf)

“Determinants of Japanese Demand for U.S. Pork Products in 2012,” pdf pages 20-25
of the May 2013 Livestock, Dairy and Poultry Outlook report
(http://www.ers.usda.gov/media/l106754/ldpm227.pdf)

“U.S. Pork Production Rises on a Smaller Base of Breeding Animals,” pdf pages 16-
19 of the April 2013 Livestock, Dairy and Poultry Outlook report
(http://www.ers.usda.gov/media/1077557/1dpm226.pdf)

“Implications of the Trans-Pacific Partnership for Meat, Poultry, and Seafood Trade,”
pdf pages 20-24 of the April 2013 Livestock, Dairy and Poultry Outlook report
(http://www.ers.usda.gov/media/1077557/1dpm226.pdf)



http://www.ers.usda.gov/topics/animal-products/animal-production-marketing-issues.aspx
http://www.ers.usda.gov/topics/animal-products/cattle-beef.aspx
http://www.ers.usda.gov/topics/animal-products/dairy.aspx
http://www.ers.usda.gov/topics/animal-products/hogs-pork.aspx
http://www.ers.usda.gov/topics/animal-products/poultry-eggs.aspx
http://usda.mannlib.cornell.edu/MannUsda/viewDocumentInfo.do?documentID=1194

Pork/Hogs: USDA’s March 27th Quarterly Hogs and Pigs report showed inventories, farrowing intentions, and
litter rates that will likely lead to larger 2015 pork production and lower hog prices compared with 2014. February
pork exports lagged year-ago volumes, likely due to relatively high exchange rate values of the U.S. dollar and a
slowdown at West Coast port facilities.

Poultry: Broiler meat production totaled 6.3 billion pounds in the first 2 months of 2015, 2 percent higher than in
the same period in 2014, based on relatively small increases in the number of birds slaughtered and their average
liveweight. After being lower on a year-over-year basis for most of 2014, broiler cold storage holdings at the end of
February totaled 696 million pounds, up 7 percent from the previous year. U.S. turkey meat production in first-
quarter 2015 is now estimated at 1.4 billion pounds, 25 million pounds less than the previous estimate but 7 percent
higher than a year earlier. Turkey cold storage holdings at the end of February were 323 million pounds, an increase
of 4 percent from a year earlier. The wholesale price for one dozen large eggs in the New York region averaged
$1.47 in first-quarter 2015, 3 percent higher than in first-quarter 2014.

Poultry Trade: Turkey and broiler shipments in February were down from a year ago, while egg and egg product
shipments were up compared with a year earlier. Broiler shipments totaled 496.4 million pounds in February 2015, a
decrease of 17.0 percent from a year earlier. Turkey shipments decreased 7.6 percent from a year ago, totaling 47.8
million pounds, while egg and egg product exports totaled 31.6 million dozen in February 2015, a 12.0-percent
increase from the previous February.

Dairy: Milk production for 2015 is forecast at 210.0 billion pounds, 1.9 percent higher than the 2014 level of 206.0
billion pounds but 1.1 billion pounds less than forecast last month. Forecasts for exports have been reduced, while
forecasts for imports on a milk-fat milk-equivalent basis have been raised. The Class III milk price forecast is raised
to $16.20-$16.70 per hundredweight (cwt), and the Class IV milk price forecast is lowered to $14.45-$15.05 per cwt.
The all-milk price for 2015 is forecast at $17.10-$17.60 per cwt, unchanged from last month’s forecast at the
midpoint of the range.
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Beef/Cattle

Heavy Placement Weights and Cheap Corn Lead to Large Carcasses

Placements of feeder cattle into feedlots of 1000-plus head in February 2015 were
lower than some analysts expected, with lower placements in most weight classes.
The exception was placements of feeder cattle weighing 800-plus pounds. While
most wheat-pasture cattle were removed from wheat in mid-March in order to
prevent damage to the wheat joint or growing point, unseasonably large numbers of
relatively heavy-weight feeder cattle continue to be sold at auction, suggesting
continued movement from wheat pasture. Anecdotal evidence also suggests that
not all cattle in Texas have yet been moved off winter wheat. Recent increases in
feeder cattle prices could lead to some wheat being grazed out.

Further, some cattle may have been carried through the winter in growing lots, a
strategy for which there is also anecdotal support. Drylot backgrounding becomes
feasible when corn prices are as low as they have been recently, and it has the added
advantage of accustoming feeder cattle to eat from feed bunks, which is helpful
when they are moved to feedlots. It is also a way for producers to market their corn
at increased value. Some replacement heifers may also have been grown in
backgrounding lots through the winter to get them physically and physiologically
ready for breeding this summer.

Weekly veal prices (carcass-hide off) reached more than $570 per cwt in February
2015, roughly $100 per cwt above February 2014 prices and nearly $150 per cwt
higher than the 2010-2014 average (AMS, Weekly Veal Market Summary). These
price increases reflect the significant downward trend in year-to-date veal
production—down 23 percent compared with February 2014—and the increased
value calves have as feeder cattle. However, average liveweights of veal calves in
February, at 293 pounds, were up 26 pounds from weights in February 2014.

Feeder and fed cattle prices have been volatile for most of this winter. Cow prices
have continued steady-to-higher, with anticipated seasonal decreases in cow
slaughter; the prices have held despite increasing boneless cold storage stocks from
increased supplies of imported processing beef and heldover stocks from earlier
West Coast shipping issues. Following their winter volatility, prices for feeder and
fed cattle picked up during the last half of March. Feeder cattle prices have
increased despite large numbers of cattle crossing the scales at heavy weights on
their way to feedlots.

Despite the heavier dressed weights due to longer feeding periods and near-term
expectations of more red ink for cattle feeders—mostly due to high feeder cattle
prices when the cattle were placed in feedlots—cattle feeders appear to have the
upper hand in the ongoing tug-of-war with beef packers over fed cattle prices.
Further, moderate corn prices and strength in fed-cattle prices have improved the
potential for positive cattle-feeding margins later in 2015. However, with dressed
weights following a muted seasonal pattern of decline thus far into late
winter/spring, which can result in undesirably large cuts at retail counters, cattle
feeders could encounter additional discounts for heavy carcasses from beef packers.
Offsetting negative price pressures from heavier dressed weights, and to the extent
that cow-calf operators continue to hold back heifers in an effort to rebuild the
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nation’s beef cow herd, supplies of fed cattle will remain constrained, which should
provide support for wholesale beef prices at their historically high levels.

Wholesale beef cutout values appear to be strengthening into the spring quarter.
Both Choice and Select cutouts are pushing toward new record highs from the
combination of tight supplies and seasonal demand strength. Weekly Choice cutout
values advanced from a mid-February weekly low of $238.69 to $2557.50 on April
10, while Select cutout values gained almost as much over the period. Based on the
weekly boxed beef cutout data (report LM_XB459), the Choice cutout value has
gained $8.59 since the first week of March, while the Select cutout has gained $5.45
over the same period. The gains in the boxed beef cutouts over the last 5 weeks are
the result of significant gains in beef middle meats (i.e., the rib and loin primals).
This is not surprising, given the tendency for both Choice and Select beef cutouts to
gain momentum heading into the spring grilling season when these more expensive
cuts become popular.

Nonetheless, less expensive wholesale prices for both pork and poultry will
continue to be problematic for the boxed beef industry as whole. Although beef
cutout values remain historically high, beef packers continue to pay higher prices
for cattle. This has led to packer margins being constrained—and in some instances
stuck in negative territory— through most of the first quarter. However, packers
could experience some improvements in their margins during the second quarter as
the spring grilling season takes center stage and near-term demand increases,
supporting higher cutout values.

Pork product values, on the other hand, have fallen sharply due to rapid recovery in
production and weakening export demand this year. Combined with firm pricing in
the boxed beef market, this has resulted in record price spreads between beef and
pork cutout values. As seen in the figure below, the price spread between the two
cutouts has continued to widen sharply since the beginning of the calendar year. As
a result, beef prices will likely be met with some resistance at the retail level as
retailers increasingly feature pork and poultry in an effort to recapture any margin
losses in the beef case. Retail beef prices reached record-high levels in February,
averaging $6.028 per pound, up approximately 14 percent year-over-year. The
pork-beef price spread should begin to narrow heading into the summer quarter, as
seasonally smaller hog supplies underpin the pork cutout and beef cattle supplies
expand modestly (on a seasonal basis).

Choice Beef/ Pork Cutout Ratio
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Beef/Cattle Trade

Cattle Imports Down in February

February cattle imports fell 6.2 percent compared with a year earlier. Imports from
Mexico were up 3.5 percent over last February, but imports of Canadian cattle were
down 15.2 percent below a year earlier. Feeder cattle imports were up for both
Mexico (+3.6 percent) and Canada (+18.4 percent), but the decline in fed cattle and
slaughter cow imports from Canada was large enough to move the total into
negative territory. The forecast for U.S. cattle imports in 2015 is down 50 thousand
head from March and is expected to total 2.250 million head. The decline is due to
lower than expected imports of fed cattle from Canada; however, demand for
imported cattle is expected to remain strong through the year due to tight U.S. cattle
inventories and expected heifer retention.

Beef Imports Rise in February

U.S. beef imports were up 48.8 percent in February compared with a year earlier.
Imports rose by the greatest volume from Australia (+114.9 percent), Brazil (+309.1
percent) Mexico (+44.0 percent), and New Zealand (+16.9 percent). Demand for
imported processing beef expanded rapidly in 2014 due to lower domestic supplies
of lean beef and is expected to continue through 2015. The largest increase in beef
shipments in February came from Australia, with U.S. imports totaling 69.9 million
pounds. A strong U.S. dollar and relatively cheaper prices of imported products
have encouraged aggregate U.S. imports of beef, which totaled 2.947 billion pounds
in 2014. Imports in 2015 are forecast at 2.910 billion pounds.

Beef Exports Decline in February

At 178.0 million pounds, U.S. beef exports in February fell 2.6 percent compared
with a year earlier. February 2015 exports were down to three major markets; Hong
Kong (-18.2 percent), Canada (-17.8 percent), and Mexico (-16.4 percent). Japan
remains the largest market for U.S. beef, and February shipments were up 9.3
percent compared with a year earlier. Exports are forecast to fall in 2015 to 2.420
billion pounds due to lower expected U.S. beef production, high prices, and a
strong dollar.
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Pork/Hogs

U.S. Hog Production Industry’s Rebound From PEDv Continues

USDA’s March 27th Quarterly Hogs and Pigs report showed larger March 1
inventories of market hogs and breeding animals, pointing—when taken with stated
farrowing intentions and rebounding litter rates—to larger supplies of pork and
lower hog prices for the rest of 2015.

The March 1 inventory of market hogs, at 60 million head, was 7.7 percent larger
than in last March when the industry struggled with Porcine Epidemic Diarrhea
(PEDv) and 1.2 percent larger than spring 2013 inventory. Larger March 1
numbers compared with pre-PEDv inventories suggest that the industry’s rebound
has gained traction. The increase in breeding herd numbers—the third in as many
quarters—Ilikely indicates the industry is expanding its capacity to produce pigs.

Litter rates reported in the March 1 report also showed a rebound. Pigs per litter in
the December-February quarter were 10.17, a 6.7-percent increase over the year-
earlier PEDv-reduced rate of 9.53 pigs per litter. The dark trend line in the figure
below suggests that winter-quarter litter rates did not return to pre-PEDv growth
trends; that is, the industry may not have fully recovered from PEDv. Nevertheless,
the 10.17 rate reported is record-high for the quarter and will contribute to pork
production increases in the summer of 2015.

USDA revised its forecast for 2015 commercial pork production to 24.2 billion
pounds, an increase of 6.1 percent over a year ago and 4.5 percent above 2013—a
year whose production was largely uncompromised by PEDv and that is perhaps a
better basis for comparison. Higher 2015 production rates, together with lower net
exports, are expected to depress 2015 hog prices to levels below a year earlier and
below prices in 2013. Second-quarter average prices of live equivalent 51-52
percent lean hogs are expected to average $49-$51 per cwt, about 42 percent below
second quarter 2014 and 24 percent below second-quarter 2013. For 2015, hog
prices are expected to average $48-$51 per cwt, 35 percent below 2014 and 23
percent below 2013.

Dec.-Feb. litter rates, 2000-2015
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High-Valued Dollar and West Coast Port Slowdown a Drag on February
Pork Exports

U.S. pork exports in February were 377 million pounds, more than 10 percent
below a year ago. Lower exports were a likely consequence of the high exchange
rate value of the U.S. dollar, along with labor issues at West Coast ports—which
have since been resolved—that slowed inbound and outbound flows of cargo.
Although the export picture has been dreary since the beginning of the second half
of 2014, there were two important positive aspects of the February trade data:
exports to both Mexico and Canada were year-over-year higher in February. This is
important because Mexico was the largest foreign destination of exported U.S. pork
in 2014, and together, Canada and Mexico accounted for nearly 40 percent of U.S.
pork exports last year. Increased February shipments to NAFTA partner countries
suggest that U.S. pork prices have fallen to a point that partially offsets the effects
of high U.S. dollar exchange rates. Exports to most Asian countries were lower
again in February, due in part to competition from European pork, denominated in
low-valued euros, and shipping delays out of West Coast ports.

USDA anticipates first-quarter exports of 1.125 billion pounds, more than 16
percent lower than exports a year ago. The exchange-rate drag is expected to slow
second- quarter exports to 1.175 billion pounds, more than 8 percent below a year
earlier. Second-half exports are expected to exceed same-period 2014 shipments
that were depressed by the PEDv market environment in the United States. U.S.
pork exports for 2015 are expected to total 4.75 billion pounds, more than 2 percent
below exports last year.

High-Valued U.S. Dollar Likely Fueled Imports in February

U.S. pork imports in February were about 84 million pounds, 32 percent more than
a year ago. The exchange rate value of the U.S. dollar reduces the effective prices
of pork shipped to the United States from countries whose currencies have
depreciated against the dollar. Canada and several member States of the European
Union shipped more pork to the U.S. in February. Exchange rates of the Canadian
dollar and the Euro are depicted below.

U.S.-CN dollar monthly exchange rate, January 2014-March 2015
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U.S. dollar- Euro monthly exchange rate, January 2014-March 2015
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First-quarter imports are expected to total 305 million pounds, almost 44 percent
above a year ago. Imports for 2015 are expected to be 1.2 billion pounds, an
increase of almost 22 percent over last year.

Calculated year-over-year percent changes appear large because the United States
typically imports relatively modest volumes of pork. But, in 2015, a year where
imports are expected to be relatively “large,” imported pork is expected to
constitute about 5 percent of U.S. commercial pork production. By contrast,
Japan—a major pork-importing country—typically imports volumes that amount to
upwards of 80 percent of pork production.
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Poultry

February Broiler Production Down 1 Percent

Although broiler meat production in January was 5 percent higher than the previous
year, production in February was down 1 percent to 3 billion pounds; however, the
estimate for first-quarter 2015 remained at 9.7 billion pounds, an increase of 5
percent from a year earlier. Current data point toward a strong increase in broiler
meat production in March based on one additional slaughter day, leading to a higher
number of birds slaughtered, in addition to continued increases in average
liveweights. In February the number of birds slaughtered fell by 2 percent, but that
decline was partially offset by a 1-percent increase in average liveweights at
slaughter. This pattern of moderate growth in the number of birds slaughtered and
higher liveweights is expected to continue throughout most of 2015. The increases
are expected to push forecast broiler meat production in 2015 to 40 billion pounds,
4 percent higher than in 2014.

At the end of February, cold storage holdings totaled 696 million pounds, 7 percent
higher than the previous year. The increase in cold storage holdings at the end of
February is due to increases in most of the categories reported, with the exception
of wings and drumsticks. The largest increase was for breast meat (up 30 percent or
36 million pounds). The stocks at the end of first-quarter 2015 are expected to have
been 675 million pounds, but this is forecast to increase to 700 million by the end of
the second quarter. With a number of trade restrictions in place due to the
outbreaks of high pathogenic avian influenza (HPAI), much of the gain in broiler
stocks is expected to be in leg quarters.

Weekly estimates in the NASS Broiler Hatchery Report continue to point toward
gains in the number of broilers produced for slaughter to be moderately higher than
in the same period a year earlier. Over the last 5 weeks (March 7 to April 4), eggs
set in incubators averaged 207 million, 2.3 percent higher than the previous year.
During this same period, the number of chicks placed for growout averaged 2.6
percent higher than in the previous year. This indicates that broiler meat production
is likely to have a higher number of birds available for slaughter in most of the
second quarter in addition to expected higher liveweights.

In first-quarter 2015, the national wholesale price for whole birds averaged $0.97
per pound, down 1 percent from the previous year. The January price was
somewhat higher than the previous year, but higher production and increasing
stocks of whole birds have placed downward pressure on prices. The March price
was $0.99 per pound, down 7 percent from a year earlier. Changes in wholesale
first- quarter prices in the Northeast region compared with the previous year were
mixed. The changes for broiler parts were higher prices for breast meat products
and wings and lower prices for leg meat products. Prices for boneless skinless
(B/S) breast meat in first-quarter 2015 averaged $1.39 per pound, 5 percent higher
than a year earlier. Prices for leg quarters averaged $0.38 per pound in the first
quarter, 11 percent lower than the previous year. With production and stock levels
expected to be higher than the previous year, prices for most broiler products will
be under some downward price pressure. However, forecast declines in
unemployment rates and a relatively strong domestic economy may be beneficial
for breast meat prices.
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Turkey Production Reduced in First Half of 2015

U.S. turkey meat production in first-quarter 2015 is now estimated at 1.4 billion
pounds, 25 million pounds less than the previous estimate, but 7 percent higher than
a year earlier. The production estimate for second-quarter 2015 was also reduced
by 25 million pounds. During January and February 2015, turkey meat production
totaled 927 million pounds, 6 percent higher than in the same period in 2014.
During this period, the number of turkeys slaughtered rose by 5 percent, and
average live bird weights were 31.4 pounds, 1 percent higher than during the same
period in 2014. The reductions for the first and second quarters are based on
reductions in turkey poult placements in earlier months but include a small increase
in average liveweights. The production total for 2015 is now 6 billion pounds, 5
percent higher than a year earlier.

At the end of February, turkey products in cold storage totaled 323 million pounds,
4 percent higher than the previous year. On a year-over-year basis, turkey stocks
were lower throughout 2014, but higher production in 2015 is expected to result in
higher stock levels. Cold storage holdings in February were higher in almost all
categories; the lone exception was breast meat, which was down 24 percent from
the previous year to 43 million pounds. Holdings of whole birds at the end of
February were 14 percent higher than earlier, placing downward pressure on whole
bird prices. Total cold storage holdings for whole turkeys and turkey products are
expected to increase seasonally through the first three quarters of the year and
remain well above year-earlier levels throughout the year.

During first-quarter 2015, prices for whole hen turkeys averaged $1.00 per pound, 1
percent below the previous year. With higher production in 2015 and year-over-
year increases in cold storage holdings expected for most of 2015, prices for whole
birds and turkey parts are expected to experience some downward pressure. Prices
for whole frozen hens are forecast below year-earlier levels throughout 2015. Over
the first 2 months of 2015, prices for turkey breast meat products were higher than
in the same period in 2014. Prices for breast meat averaged $2.27 per pound, up 4
percent from the same period in 2014, and prices for B/S breast meat were up
considerably (35 to 44 percent). On the other hand, prices for leg meat products
(drumsticks and thighs) were lower than the previous year. The average national
price for frozen whole hens in second- quarter 2015 is forecast at $1.00-$1.04 per
pound, about 4 cents below a year earlier, with the yearly price forecast at $1.01-
$1.07 per pound, down from 2014’s $1.08 per pound.

Table and Hatching Egg Production Higher

Over the first 2 months of 2015, the number of hens in the table egg flock has
averaged less than 1 percent higher than in the same period in the previous year.
With this small increase in hen numbers, table egg production in first-quarter 2015
was lowered slightly to 1.79 billion dozen, 1 percent higher than a year earlier.

With favorable returns, egg producers are expected to continue to expand
production, but at a relatively slow rate. The current forecast for 2015 is for slightly
higher production throughout the year (averaging just under one-half-percent
higher).

Hatching egg production is expected to total 270 million dozen in first-quarter
2015, about 3 percent higher than in 2014. Over the first 2 months of 2015, the size
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of the hatching flock has averaged 2 percent higher at 57.4 million birds. Hatching
egg production is forecast to be higher than the previous year throughout 2015,
driven primarily by higher production of meat-type eggs for the broiler market. In
February, the number of broiler-type hens in the hatching flock totaled 54 million,
up 2 percent from a year earlier. The higher hen numbers are expected to be boosted
by a slight gain in the number of eggs produced by hens in the hatching egg flocks.
Total production of hatching eggs in 2015 is forecast at 1.1 billion dozen, 4 percent
higher than in 2014.

Eggs Prices Up 3 Percent in First Quarter

The wholesale price for one dozen large eggs in the New York region averaged
$1.47 in first-quarter 2015, 3 percent higher than in first-quarter 2014. With the
Easter holiday in early April, egg prices began to strengthen seasonally in late-
February and are expected to decline seasonally post-Easter. Prices in second-
quarter 2015 are forecast at $1.23 - $1.27 per dozen, down from the first-quarter
price and about 7 percent per dozen lower than a year earlier.
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Poultry Trade

U.S. Broiler Shipments Down Sharply in February

Broiler shipments in February 2015 decreased 17.0 percent from a year earlier,
totaling 496.4 million pounds. Top export partners in February included Mexico,
Taiwan, Hong Kong, Canada, and Cuba, with Mexico leading with 113.0 million
pounds shipped. The second highest U.S. export market was Taiwan, with 38.2
million pounds shipped, followed by Hong Kong with 28.1 million pounds. Canada
and Cuba finished fourth and fifth, with exports totaling 27.4 and 24.1 million
pounds, respectively. Large year-over-year increases were seen in Taiwan and
Vietnam, in spite of the overall decline. Both countries were 100 percent higher or
more than in the previous February.

Significant losses occurred in several markets. The largest declines, excluding
countries with U.S.-wide poultry bans in effect, were in Angola, Turkey, Iraq,
Azerbaijan, and Cuba. Each country had more than 10 million pounds less in broiler
shipments this February than a year earlier. Angola had the largest decline, with
40.2 million fewer pounds shipped than in February 2014, a decrease of 87.5
percent. Some of the decline from Angola may be temporary, as importers have
faced issues in receiving new licenses to import poultry products. Some of the
decline, however, is likely due to reduced oil revenues in the country, in addition to
the effects of a stronger dollar.

In addition to the continuing effects of Russia’s ban on exports, bans by China and
South Korea went into effect during January and contributed to the overall decline
in broiler exports in the first 2 months of 2015. In 2014, China and South Korea
combined represented 5.5 percent of total U.S. broiler shipments. The ban resulted
in 25.5 million fewer pounds shipped to the two countries than in February 2014.
Some of the losses were countered by gains in other Asian markets. Broiler exports
in 2014 were 7.304 billion pounds, and USDA now forecasts 6.680 billion pounds
of broiler exports for 2015, a decrease of 8.5 percent compared with 2014. The
decline for 2015 reflects the bans in place by Russia, South Korea, and China, as
well as the continuing strength of the U.S. dollar. The dollar’s high exchange rate is
expected to make it more difficult to compete with other exporters and has
contributed to lower substitution to other markets than was expected following the
HPAI-related bans on U.S. poultry exports.

U.S. Broiler Exports Feb. 2014 - Feb. 2015
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Turkey Exports Decrease in February

In February, turkey exports totaled 47.8 million pounds, 7.6 percent lower than the
previous February. The decrease was mainly due to the continuing effects of
China’s ban on U.S. poultry exports. The ban resulted in a decline of 3.6 million
pounds shipped to China compared with a year earlier, as exports in 2015 were
zero. The total decline in turkey exports compared with February 2014 was 3.9
million pounds. China represented 7.6 percent of total U.S. turkey exports in 2014.
South Korea’s ban had a smaller impact on turkey exports to date as the country
represented only 0.7 percent of 2014 exports. Some gains were seen in February,
particularly for Hong Kong, whose exports were 60.4 percent higher in February
than a year earlier. Mexico remained the largest market for U.S. turkey shipments,
with 29.8 million pounds shipped in February, 2.3 percent below a year earlier.

Turkey exports in 2015 are expected to fall to 720 million pounds, a decline of 10.5
percent. The decline is due to Avian Influenza trade restrictions in China and Korea,
the strength of the dollar against most currencies, and restrictions on U.S. exports
due to HPAI outbreaks in a small number of Minnesota, Missouri, and Arkansas
turkey flocks.

U.S. Turkey Exports Feb. 2014 - Feb. 2015
Million

Ibs

90 85

7 76
80 74
70 72
69
70 —
61 60
52 52

50 I N N S I S S - 48
40— B
e e aar oSS BEEE BEEE DS B DS EESE DS s BEEE B
20 +—  —— T S EEE S S S RS S —

10 +—  —— EEE EEEE EEE S S S EEE S —

0

R ” v & O A
%, %,; ’70,: , %} %, , % k2 . %, /Vo,/ N % S %
z 4 ¥ 7 (4 % ‘z ‘z £4 4 ‘z s %5

Source: http://www.ers.usda.gov/data-products/livestock-meat-international-trade-data.aspx.

Egg Exports Up in February, Expected Higher in 2015

Total egg exports (shell eggs and egg products) reached the shell egg equivalent of
31.6 million dozen in February, 12.0 percent higher than the previous year. The
gains were primarily due to a large increase in exports to Mexico. Shipments to
Mexico were 96.8 percent higher in February compared with a year earlier, totaling
13.4 million dozen. The gains to Mexico tempered losses from Canada, which were
20.0 percent less than a year earlier, at 5.6 million dozen. Egg exports in 2015 are
expected to total 405 million dozen, or 2.4 percent higher than in 2014. The
increase is due to consistent growth in Mexico, which has exceeded 10 million
dozen for 3 consecutive months and is currently up by 94.3 percent through
February compared with the same period in 2014. As with other U.S. export
products, the strength of the U.S. dollar is expected to slightly hamper growth.
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U.S. Egg and Egg Product Exports Feb. 2014 - Feb. 2015

Million
Dozen
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Source: http://www.ers.usda.gov/data-products/livestock-meat-international-trade-data.aspx.
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Recent Developments in Dairy Markets

Estimated U.S. milk production in February was 1.7 percent higher than in February
2014. Average yield per cow in February was 0.5 percent above the February 2014
level. The year-over-year percentage growth rate in yield per cow has declined
each month since September, when it was 3.6 percent above the previous year. In
February, the estimated U.S. dairy herd numbered 9.312 million head. While the
herd continues to grow, the month-over-month growth rate has been declining. In
February, the herd grew by about 3 thousand head over the previous month, less
than month-over-month additions of 15 thousand and 10 thousand head in
December and January, respectively.

Milk production growth is likely to be moderate in coming months. The milk-feed
ratio fell to 2.02 in February, the lowest level for the indicator since September
2013. The impact of the persistent drought in California and other Western areas
seems to have increased, with February year-over-year yield per cow in California
lower by 3.7 percent. Year-over-year yield per cow in February was also lower for
New Mexico, Idaho, Texas, Oregon, and Washington. Even with USDA’s
assumption of a return to normal weather patterns, low water supplies remain a
concern for coming months.

Exports for February remained at relatively low levels compared with their peaks in
2014. The United States has become less competitive in foreign markets as the U.S.
dollar has risen against currencies of U.S. dairy export competitors every month
since August 2014." In addition, the Russian trade ban® has caused the European
Union (EU) to find other dairy export outlets, many in competition with the United
States. While U.S. exports of skim milk powder (SMP) and whey products have
fallen substantially from the first half of 2014, EU exports of the same products
have recently grown to relatively high levels. New Zealand exports of SMP have
also reached high levels in recent months.

Average daily milk production per cow
Pounds per
cow per day Feb. 2015 e 2012 il 2013 2014 === 2015

0.5 percent above
64 - previous year
Sept. 2014

63 / 3.6 percent above

62 - >/>( previous year
61 /

60 -
59 A
58 -
57
56

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
Source: USDA National Agricultural Statistics Service.
No data are available for March through June of 2013 due to sequestration.

' The real monthly dairy trade weighted exchange rate index for U.S. competitors as
reported by USDA Economic Research Service has risen from 97.1 in July 2014 to 111.7 in
February 2015.

* On August 6, 2014, Russian President Vladimir Putin signed an executive order banning
imports of beef, pork, poultry, fruits, vegetables, fish, seafood, cheese, milk, and a variety of
other products from the United States, European Union, Canada, Australia, and Norway.
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The strong U.S. dollar also has implications for imports. Imports of butter,
anhydrous milk fat, and cheese have contributed to relatively high levels of
imports on a milk-fat milk-equivalent basis in recent months.

Price directions of major dairy commodities, as reported in the USDA
National Dairy Products Sales Report, have been mixed in recent weeks.
From the week ending March 7 to the week ending April 4, prices of NDM
and dry whey decreased, respectively, from $1.044 to $0.996 per pound and
50.2 cents to 46.8 cents per pound. The price of Cheddar cheese 40-pound
blocks increased from $1.558 to $1.576 per pound, and 500-pound barrels
(adjusted to 38-percent moisture) increased from $1.530 to $1.573 per
pound. The butter price increased from $1.682 to $1.697 per pound.

Dairy farmers participating in the Margin Protection Program for Dairy who
chose coverage at the maximum margin level will receive small Government
payments based on milk and feed prices for January and February. The
average milk margin calculated for the program (the all-milk price minus a
feed value calculation) for the January-February period was $7.99554 per
cwt. Dairy farmers who chose coverage of $8.00 per cwt will receive a
payment of $0.00446 per cwt for the selected volume of coverage.

Exports of skim milk powder;
New Zealand, United States, and the European Union

Thousands of
metric tons === New Zealand === United States === European Union
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Source: Global Trade Atlas.
European Union data not yet available for February 2015.
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Exports of dry whey, whey protein concentrate,
and modified whey products; United States and the European Union

Thousands of
metric tons ==¢==United States === European Union
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Source: Global Trade Atlas.
European Union data not yet available for February 2015.

Dairy Forecasts for 2015

Feed price forecasts remain relatively low compared with prices in recent years.
The corn price forecast for 2014/15 is $3.55-$3.85 per bushel, and the soybean meal
price forecast is $355-$385 per short ton. Both price forecasts are unchanged from
last month at midpoints of the ranges.

With February’s deceleration in the growth rate of milk per cow and the lingering
effects of the drought in California and other Western areas, the 2015 milk per cow
forecast has been reduced to 22,520 pounds per year, 120 pounds less than forecast
last month. Milk cow number forecasts for 2015 are unchanged from last month.
Milk production for 2015 is forecast at 210.0 billion pounds, 1.9 percent higher than
the 2014 level of 206.0 billion pounds, but 1.1 billion pounds less than forecast

last month.

Forecasts for dairy exports have been lowered from those of last month based upon
the increasing value of the U.S. dollar, increased global competition, and relatively
low exports on a skim-solids basis in January and February. The 2015 export
forecasts are 36.5 billion pounds on a skim-solids basis (0.8 billion pounds less) and
10.7 billion pounds on a milk-fat basis (0.1 billion pounds less). With Russia’s ban
on imports of dairy products from certain countries scheduled to end in August,
exports in the second half of the year are expected to exceed those of the first half.
The 2015 import forecast is raised on a milk-fat basis to 4.4 billion pounds (0.3
billion pounds more), but the rounded 2015 import forecast on a skim-solids basis is
unchanged at 5.5 billion pounds.

With an improving economy and lower prices in 2015 compared with 2014, growth
in domestic demand is expected to be robust in 2015, increasing 2.8 percent on a
milk-fat basis and 4.8 percent on a skim-solids basis. Ending stock forecasts for
2015 have been lowered to 11.4 billion pounds on a milk-fat basis (0.1 billion
pounds less) and to 12.9 billion pounds on a skim-solids basis

(0.1 billion pounds less).

With a lowered outlook for exports on a skim solids basis and recent declines in
NDM prices, the NDM price forecast for 2015 has been lowered to $1.090-$1.130
per pound. Butter and cheese price forecasts have been raised to $1.705-$1.785 and
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$1.625-$1.675 per pound, respectively, based on recent price movements, the lower
milk production forecast, and expected strong demand. Although small quarterly
changes have been made to the dry whey price forecasts, the rounded annual
forecast remains unchanged at 49.0-52.0 cents per pound.

Based on the higher cheese price forecast, the 2015 Class III milk price forecast has
been increased to $16.20-$16.70 per hundredweight (cwt). The Class IV milk price
forecast has been lowered to $14.45-$15.05 per cwt, as the lower forecast for the
NDM price more than offsets the higher forecast for the butter price. With
offsetting effects of the changes to Class III and Class IV milk price forecasts, the
2015 all-milk price forecast is $17.10-$17.60 per cwt, unchanged from last month’s
forecast at the midpoint of the range.
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Independence Avenue, S.W., Washington, D.C. 20250-9410 or call (800) 795-3272 (voice) or
(202) 720-6382 (TDD). USDA is an equal opportunity provider and employer.

19
Livestock, Dairy, & Poultry Outlook/LDP-M-250/Apr. 15, 2015
Economic Research Service, USDA

E mail Notification

Readers of ERS outlook reports
have two ways they can receive
an e-mail notice about release of
reports and associated data.

* Receive timely notification
(soon after the report is posted on
the web) via USDA’s Economics,
Statistics and Market Information
System (which is housed at
Cornell University’s Mann
Library). Go to
http://usda.mannlib.cornell.edu/
MannUsda/aboutEmailService.do
and follow the instructions to
receive e-mail notices about ERS,
Agricultural Marketing Service,
National Agricultural Statistics
Service, and World Agricultural
Outlook Board products.

* Receive weekly notification (on
Friday afternoon) via the ERS
website. Go to
http://www.ers.usda.gov/subscrib
e-to-ers-e-newsletters.aspx and
follow the instructions to receive
notices about ERS outlook
reports, Amber Waves magazine,
and other reports and data
products on specific topics. ERS
also offers RSS (really simple
syndication) feeds for all ERS
products. Go to
http://www.ers.usda.gov/rss/ to
get started.




U.S. red meat and poultry forecasts

2010 2011 2012 2013 2014 2015
1 1T 11 v Annual 1 1 1 v Annual 1 I 1x 1A% Annual 1 11 11 v Annual 1 1T 11T v Annual 1 I 11 v Annual
Production, million Ib
Beef 6,248 6,546 6,768 6,741 26,304 6410 6,736 6,490 26,195 6,282 6473 6,586 6,572 25913 6,175 6,513 6,609 6,423 25,720 5.868 6,183 6,178 6,023 24252 5,660 6,240 6,210 6,100 24,210
Pork 5,607 5302 5401 6,126 22437 5,719 5484 6,186 22,758 5,858 5519 5,631 6,244 23253 5,775 5516 5,622 6,274 23,187 5,785 5,504 5423 6,132 22,844 6,155 5,720 5,915 6,450 24,240
Lamb and mutton 43 40 39 42 164 36 36 37 149 39 39 39 40 156 38 41 40 38 156 37 43 38 38 156 37 36 36 39 148
Broilers. 8,733 9,198 9,496 9,483 36910 9,290 9,509 9,542 8,861 37202 9,089 9,381 9372 9,198 37,039 9,144 9.466 9,683 9,537 37.830 9,283 9618 9,835 9.814 38,550 9,725 10,000 10,200 10,100 40,025
Turkeys 1,340 1,383 1415 1,506 5,644 1,402 1471 1,423 1,495 5,791 1446 1,505 1,480 1,537 5967 1,459 1,486 1,440 1.420 5,806 1,332 1,428 1478 1,517 5,756 1,425 1,475 1,550 1,575 6,025
Total red meat & poultry 22,122 22,626 23,291 24,059 92,097 23011 23,114 23,395 23,226 92,746 22,865 23,084 23274 23,739 92,963 22,743 23,183 23,563 23.844 22,456 22,933 23,109 23,673 92,172 23,151 23,633 24,078 24,422 95,284
Table eggs, mil. doz. 1,616 1,636 1,650 1,672 6,574 1,631 1,641 1,665 1715 6,652 1,684 1,680 1,707 1,778 6,849 1,733 1,746 1,775 1,825 1,771 1,799 1,827 1,868 7,265 1,790 1,805 1,830 1,875 7,300
Per capita disappearance, retail Ib 1/
Beef 14.6 15.1 15.3 14.6 59.6 14.1 14.5 14.7 14.0 573 14.0 14.7 14.5 14.2 57.4 13.7 14.5 14.3 13.9 56.3 13.1 14.0 13.7 13.4 54.2 13.0 14.0 13.8 13.3 54.11
Pork 11.8 1.4 1.7 12.8 47.8 1.4 1.1 11.0 12.2 45.7 1.1 10.9 1.2 12.7 459 115 11.3 11.4 12.7 46.8 11.3 11.0 111 13.0 46.4 12.5 11.9 12.3 13.3 50.0|
Lamb and mutton 0.2 0.2 0.2 0.2 0.9 0.2 0.2 0.2 0.2 0.8 0.2 0.2 0.2 0.2 0.8 0.3 0.2 0.2 0.2 0.9 0.2 0.2 0.2 0.3 0.9 0.2 0.2 0.2 0.2 0.90]
Broilers 20.1 20.5 21.4 20.4 82.4 215 21.4 20.8 19.1 82.9 20.1 20.4 20.3 19.7 80.4 20.1 20.3 21.0 20.5 81.9 20.2 20.8 21.2 211 83.4 21.8 22.2 222 221 88.3]
Turkeys 3.6 3.6 4.1 52 16.4 35 35 4.0 5.0 16.1 35 3.6 4.1 4.9 16.0 3.7 3.6 4.0 4.8 16.0 3.4 35 3.9 5.0 15.8 3.5 35 4.1 5.1 16.3
Total red meat & poultry 50.7 51.2 53.3 53.7 208.9 51.2 51.3 51.0 51.0 204.6 49.3 50.3 50.7 52.0 202.3 49.5 50.3 51.3 52.4 203.6 48.7 49.9 50.5 53.2 2023 51.4 52.2 53.1 54.5 211.1
Eggs, number 61.8 61.9 62.5 63.1 2493 61.3 61.5 62.8 64.3 250.0 63.3 62.3 63.3 65.6 254.6 64.4 63.5 64.8 66.1 258.9 64.8 65.5 66.3 66.8  263.4 64.6 65.2 65.8 67.47  263.0)
Market prices
Choice steers, 5-area Direct, $/cwt 89.44 96.33 95.47 95.38 110.07 112.79 114.05 121.99 114.73 125.29 120.91 119.69 125.54 122.86 125.52 122.30 130.77 125.89 146.34 147.82 158.49 165.60 154.56 162.43 162-168 157-169 157-171 160-167
Feeder steers, Ok City, $/cwt 98.73 112.65 112.29 109.31 127.20 131.09 134.74 141.93 133.74 152.81 150.05 139.31 143.40 146.39 141.36 133.10 152.08 161.69 147.06 167.49 188.64 220.90 23425 202.82 21031 226-232 219-231 223-237 220-227|
Cutter Cows, National L.E., $/cwt 51.79 58.79 58.90 56.10 68.66 74.88 66.11 63.54 68.30 76.57 83.51 76.94 73.81 77.71 77.87 77.46 78.36 76.55 77.56 89.12 98.57 111.27 109.21 102.04 107.61 110-116 104-116 101-115 106-113|
oice slaughter lambs, San Angelo, $/cwt 103.87 10617 115.57 11681 17466 157.99 16113 148.61  160.60 14533  127.08 89.28 89.85  112.89  107.53 91.72 9426 15097 11112 166.69 14899  156.02  162.69 158.60 147.25 147-153 149-161 143-157 147-154
Barrows & gilts, N. base, Le. $/cwt 50.41 59.60 60.13 55.06 59.94 68.80 71.06 64.66 66.11 61.68 61.79 61.43 58.63 60.88 59.03 65.46 70.59 61.11 64.05 68.69 85.40 83.30 66.74  76.03 48.47 49-51 50-54 45-49 48-51|
Broilers, 12 City, cents/lb 82.70 85.60 83.90 83.10 80.20 83.00 78.20 78.00 79.90 87.40 85.10 82.00 92.10 86.60  103.50  108.60 93.90 92.80 99.70 9840 11370 10460 10280 10490  97.00 98-102  96-104  95-103  97-101|
Turkeys, Eastern, cents/lb 75.60 84.40 97.90 90.40 90.20 99.90 10640  111.60  102.00  100.70 10690  108.50  106.10  105.60 96.00 97.70 99.90  105.40 99.80 10070 10560 11020 11390 107.60  99.60 100-104 101-109 106-114 101-107|
Eggs, New York, cents/doz. 126.00 82.80 9310 12320 10630 10580 10660  117.70 13120 11530  108.70 99.70 13190 12940 11740 12690  109.90  119.00  143.00 12470 14270 13460 12930 16270 14230 14690 123-127 116-124 133-145 130-136|
U.S. trade, million Ib
Beef & veal exports 478 585 590 646 2300 633 702 766 683 2,785 558 624 650 620 2452 557 637 716 680 583 667 679 643 2,573 510 630 655 625" 2,420]
Beef & veal imports 573 691 598 436 2298 461 593 548 454 2057 582 669 516 453 2220 590 629 515 s16” 596 768 764 818 2947 835 750 710 615" 2,910
Lamb and mutton imports 47 46 31 42 166 49 48 31 34 162 38 36 38 41 154 49 44 36 44" 46 49 45 55 195 51 47 46 47 191
Pork exports 1045 1081 951 1146 4223 1248 1208 1.260 1481 5,196 1442 1301 1251 1.386 5380 1219 1226 1,206 1342 4992 1345 1.281 1,090 11427 4858 1,125 1,175 1,150 1,300 4,750
Pork imports 199 204 237 219 859 201 195 194 213 803 207 191 198 205 802 208 210 229 2337 212 240 256 299 1,007 305 300 305 315 1,225
Broiler exports 1468 1699 1642 1954 6762 1,526 1,598 1,976 1.877 6978 1,734 1791 1.864 1.886 7274 1752 1.865 1.855 1.874 1.831 1.829 1.860 1785 7304 1,530 1625 1,750 1775”7 6,680)
Turkey exports 13 136 158 174 581 159 171 173 199 703 180 184 216 217 797 179 182 197 2017 163 188 222 231 804 150 170 195 205" 720
Live swine imports (thousand head) 1446 1408 1479 1416 5749 1452 1429 1.407 1,508 5.795 1445 1444 1,387 1.380 5656 1326 1.300 1255 1.075 1,196 1216 1.265 12727 4949 1310 1260 1,260 1260 5,090

Note: Forecasts are in bold.

1/Per capita meat and egg disappearance data are calculated using the Resident Population Plus Armed Forces Overseas series from the Census Bureau of the Department of Commerce.

Source: World Agricultural Supply and Demand Estimates and Supporting Materials.

For further information, contact: Mildred M. Haley, (202) 694-5176, mhaley@ers.usda.gov

Updated 04/15/2015
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Dairy Forecasts

Milk cows (thous.)

Milk per cow (pounds)

Milk production (bil. pounds)
Farm use

Milk marketings

Milk fat (bil. pounds milk equiv.)
Milk marketings

Beginning commercial stocks
Imports

Total supply

Commercial exports

Ending commercial stocks

Net removals

Domestic commercial use

Skim solids (bil. pounds milk equiv.)

Milk marketings

Beginning commercial stocks
Imports

Total supply

Commercial exports

Ending commercial stocks
Net removals

Domestic commercial use

Milk prices (dol./cwt) 1/
All milk

Class I

Class IV

Product prices (dol./pound) 2/
Cheddar cheese

Dry whey

Butter

Nonfat dry milk

2013 2014 2015

Annual [} 11 111 [\ Annual I 1l 1 v Annual
9,221 9,216 9,253 9,270 9,287 9,256 9,315 9,325 9,325 9,330 9,325
21,823 5,536 5,717 5,520 5,487 22,260 5,590 5,780 5,575 5,575 22,520
201.2 51.0 52.9 51.2 51.0 206.0 52.1 53.9 52.0 52.0 210.0
1.0 0.2 0.2 0.2 0.2 1.0 0.2 0.2 0.2 0.2 1.0
200.3 50.8 52.7 50.9 50.7 205.1 51.8 53.7 51.7 51.8 209.0
200.3 50.8 52.7 50.9 50.7 205.1 51.8 53.7 51.7 51.8 209.0
12.2 11.2 13.0 13.5 12.2 11.2 11.2 13.5 14.6 13.1 11.2
3.7 0.8 0.8 1.1 1.5 4.3 1.1 1.0 1.0 1.3 4.4
216.2 62.8 66.5 65.6 64.5 220.5 64.2 68.1 67.3 66.1 224.6
12.4 3.9 3.5 2.8 2.3 12.5 2.3 2.6 3.0 2.9 10.7
11.2 13.0 13.5 12.2 11.2 11.2 13.5 14.6 13.1 11.4 11.4
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
192.6 45.9 49.4 50.6 51.0 196.9 48.4 50.9 51.3 51.9 202.5
200.3 50.8 52.7 50.9 50.7 205.1 51.8 53.7 51.7 51.8 209.0
12.4 11.6 12.7 13.3 12.4 11.6 13.1 14.5 15.8 13.0 13.1
53 1.4 1.2 1.5 1.5 5.6 1.3 1.3 1.3 1.6 5.5
217.9 63.8 66.6 65.7 64.6 222.3 66.2 69.4 68.9 66.3 227.6
38.5 9.8 11.0 9.3 9.1 39.2 8.0 8.9 9.9 9.7 36.5
11.6 12.7 13.3 12.4 13.1 13.1 14.5 15.8 13.0 12.9 12.9
0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
167.7 41.3 42.3 44.0 42.3 170.0 43.7 44.7 46.0 43.7 178.2

20.05 24.53 24.23 24.37 22.77 23.98 17.00 16.25 17.10 17.90 17.10
-16.65 -17.80 -18.90 -17.60

17.99 22.61 22.75 22.82 21.19 22.34 15.73 15.70 16.55 16.75 16.20
-16.10 -17.25 -17.75 -16.70

19.05 23.14 23.04 23.42 18.75 22.09 13.62 13.95 14.75 15.45 14.45
-14.45 -15.55 -16.55 -15.05

1.768 2.213 2.187 2.168 2.053 2.155 1.567 1.590 1.665 1.680 1.625
-1.630 -1.735 -1.780 -1.675

0.590 0.630 0.677 0.683 0.625 0.654 0.529 0.470 0.485 0.495 0.490
-0.490 -0.515 -0.525 -0.520

1.545 1.779 2.053 2.574 2.140 2.136 1.647 1.725 1.770 1.685 1.705
-1.795 -1.870 -1.815 -1.785

1.707 2.067 1.920 1.707 1.379 1.768 1.024 1.015 1.090 1.215 1.090
-1.055 -1.150 -1.285 -1.130

1/ Simple averages of monthly prices. May not match reported annual averages.
2/ Simple averages of monthly prices calculated by the Agricultural Marketing Senvice for use in class price formulas. Based on weekly "National Dairy Products Sales Report".

Sources: USDA National Agricultural Statistics Senice, USDA Agricultural Marketing Service, USDA Foreign Agricultural Senice, and USDA World Agricultural Outlook Board.
For further information, contact Jerry Cessna, 202-694-5171, jgcessna@ers.usda.goyv, or contact Roger Hoskin, 202 694 5148, rhoskin@ers.usda.gov.
Published in Livestock, Dairy, and Poultry Outlook, http://www.ers.usda.gov/publications/Ildpm-livestock,-dairy,-and-poultry-outlook.aspx.
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