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China’s new import quota to reshape global trade

The new import quotas announced by China in late 2025 are set to reshape global
beef trade flows in 2026 and likely to contribute to ongoing volatility in global beef
markets. In our feature article, we take a closer look at the implications of the quota
for China and other major beef trade partners.

EU-Mercosur deal is put on hold

The EU-Mercosur trade agreement was signed on January 17, 2026, after about
two decades of negotiation. The agreement generally allows for an additional EU
import quota of 99,000mt for the South American trade bloc. However, it now
faces delays — potentially between 18 to 24 months - after the European
Parliament referred it to the Court of Justice of the European Union.

Global cattle prices continue rising
Global cattle prices continue to track in a positive direction. Even in North America,

Figure 1: All cattle prices continue to trend up
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where prices dipped slightly in late 2025, prices have returned to an upward trend
in 2026. Limited supplies are generally the story for Northern Hemisphere markets,
with cattle prices in Southern Hemisphere markets gradually being pulled up due
to the more limited supplies driving global beef prices higher.

Production volumes continue contracting

Lower production volumes (compared to the 2021-2025 average) in the US, New
Zealand, and Europe continue to pull total beef supplies down. Cattle inventory
numbers reported by the US in early February show the beef cow herd at the
lowest levels in 75 years. RaboResearch expects production out of the major global
suppliers to dip below the five-year average by mid-2026. Exports from Brazil
reached record levels in January, supported by demand in Northern Hemisphere
markets, but we believe export volumes from Brazil will contract through 2026,
and China’s beef import quotas may result in a sharper-than-expected decline in
Brazilian production in 2026. Australia is one of the few countries where
production volumes remain relatively stable and above the five-year average.

Figure 2: Global production continues to decline
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Global beef markets summary

United States Europe China
click here for more click here for more click here for more

Herd rebuilding remains on hold, even as beef cow Beef prices continue to move upward at the start of The new quota system is driving a sharp price
liquidation has stopped. 2026 while cow prices ease. increase and raising volatility.

Fewer Mexican cattle imports are reducing The EU-Mercosur agreement faces delay, hindering Beef supply is expected to tighten in 2H due
domestic beef supplies, supporting imports. improved access for imported beef. to slow domestic production and declining
Seasonally slower demand is a potential concern. imports.

Japan
click here for more

Consumption and import
volumes continue to decline.
Import volumes have started
to rise since September 2025
Brazil y . Australia/New Zealand \ ‘¥ B due to a decrease in
click here for more click here for Australia and New Zealand - o S domestic production.

° Exports reached the highest January Historically high production and
volume on record, totalling 259,000mt exports continue for Australia into
(+25% YOY). 2026.

Stable live cattle prices in January New Zealand beef supply is set to lift in
2026 did not prevent continued calf 2026 from a 2025 low. Firm US demand
appreciation. continues to support elevated returns.
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China implements its import quota system

China began implementing a three-year import quota system on January 1, 2026, as part
of its safeguard measures following a year-long investigation into the impact of rising
imports on domestic cattle producers. The total quota for 2026 is set at 2.688m mt, with
specific quotas for Brazil (1.106m mt), Australia (205,000mt), and the US (164,000mt). The
quota will increase by 2% in the second year and 1% in the third year, to 2.742m and
2.787m mt, respectively. Volumes exceeding the quota are subject to an additional 55%
tariff on top of in-quota import duties. We believe out-of-quota shipments will be
unlikely at these rates. China is the world's largest beef importer, and the policy is
expected to reshape the global trade flows and increase market volatility.

Beef prices in China are expected to rise

The policy will have a great impact on the Chinese market by reducing beef supply.
Imports accounted for 25% of total Chinese beef supply in 2025. Although the import
quota for 2026 is 4% lower than 2025 volumes, we believe a number of countries will not
reach their quota limit. The US is unlikely to fill its quota due to reauthorization delays on
processing plants and tariff levels. Uruguay and New Zealand are also unlikely to fill their

Figure 3: China’s import volumes from key exporters and quota
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quotas. As a result, total imports in 2026 are likely drop by about 10-11% YOY. Shipments
already on the sea before the announcement will likely be counted in the quota.
Meanwhile, China’s domestic production is expected to decline 4.4% YOY following two
years of liquidation. Beef prices already increased sharply in January, and we expect the
restricted supplies will see prices rise further. Timing will also be an issue, with the
expectation that it will cause uneven import volumes across the year. Front-loading is
likely to exhaust the quota before Q3, with a reduction of volumes in 2H, pushing prices
up strongly. High prices will likely suppress beef consumption and shift demand to other
animal proteins, such as pork and poultry. Beef-focused foodservice operators will
particularly be impacted.

New quotas will push down Brazilian exports

RaboResearch predicts Brazilian beef exports will decline by 4% to 5% in 2026 — a drop of
around 200,000mt - due to new trade barriers imposed by the US, Mexico, and especially
China, which alone accounted for 47% of shipments in 2025. However, several markets
offer room for strategic redirection. Indonesia, Egypt, and Chile have significantly
increased imports, while Mexico remains an attractive export market despite

this year’s quota. Continues...

Figure 4: China’s imported beef prices rebound sharply
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Vietnam'’s approval of new processing plants will likely expand Southeast Asian demand, and
potential openings in Japan, South Korea, and Turkey could further diversify export
destinations. Although redirecting to these markets could mean lower prices for Brazilian
exporters, these opportunities may help soften the impact of China’s quotas. Overall, 2026
will require tactical market diversification and stricter quota management to sustain Brazil's
export performance. On the producer side, improved supply management in 2H 2026
through feedlot finishing should help prevent declines in live cattle prices.

Australian volumes need to find an alternative market

Based on 2025 volumes, China’s new quota levels will mean Australia faces one of the biggest
adjustments to trade flows. RaboResearch believes Australia’s 2026 production volumes will
be like 2025's, with similar export volumes. However, with the quota limiting exports to China
to just 205,000mt in 2026, it will potentially mean the diversion of about 100,000mt to
alternative markets. A large proportion (55%) of Australia’s exports to China were grain-fed
beef. Diverting this to other markets at a comparable price point may be challenging. Exports
to South Korea reached record volumes in 2025, and Japanese demand has been relatively
stagnant recently. The US, with stronger import demand, would appear to be an option, but
the bulk of this trade is lean trim. Also, Australian volumes to the US were at record levels in

Figure 3: China has become a larger market for Australian exports
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2025, and they will face increased competition from Brazilian product in 2026. Distributing
product across a range of markets — most likely through Southeast Asia — appears to be the
best solution, but Australia will likely need to expand its markets to accommodate additional
volumes.

Quotas will impact broader global beef trade and other markets

China’s new beef import quotas are set to reshape global beef flows beyond the immediate
impacts on Australia and Brazil, with the spillover most visible in markets that could absorb
redirected product. The 55% out-of-quota tariff is likely to push significant volumes into
alternative destinations, shifting competitive dynamics across North America, Asia, and parts of
Europe and the Middle East. The US could be poised to become one of the primary outlets for
displaced beef. Lower supplies and stronger demand in the US may attract Brazilian and
Australian beef, but not without cost. Brazilian beef would face a 26.4% tariff while Australia
faces a price-based safeguard (although this is unlikely to be triggered in current market
conditions). Increased volume into the US and other markets such as Southeast Asia, the Middle
East, and Canada could place downward pressure on prices. Countries with surplus quota - New
Zealand, Uruguay — may find selective opportunity into China in the second half of the year if
Australian and Brazilian volumes hit quota constraints and US product remains restricted.

Figure 4: China is Brazil’s largest export market by volume
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Historically high production and exports continue

Historically high production continues Figure 7: Weaner cattle prices (NYCI) hold the five-year average

Australian beef production started 2026 much like how it finished 2025 - with 800
strong prices and large volumes. Weekly slaughter numbers for the first four weeks
of the year are the same as 2025 volumes. RaboResearch believes they will

< 600
continue in line with 2025 volumes at least through Q1 and most likely into Q2 due s
to high cattle inventory. Some weather forecasts suggest conditions could get g B
drier in Q2. Were this to occur, we would expect to see slaughter numbers lift and 5 400 3 Tooo==
prices soften. The rate of any change would depend on changes in producer <
confidence. A similar situation occurred in 2023, when a severe drop in confidence
caused cattle prices to drop dramatically. However, global markets remain strong, 200
and prices for heavy finished cattle (AUD 4.37/kg) and cows (AUD 3.68/kg) remain Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
at historically high levels, which may support confidence levels. Prices for younger Five-yearrange = = = Five-year average e 2024
stock (with NYCl at AUD 4.55/kg) are closer to the five-year average, reflecting a 2025 2026
more balanced situation on the producer side of the market with no strong Source: MLA RaboResearch 2026
restocking or destocking activity (see figure 7).

High export volumes tested by new China quota Figure 8: Export volumes expected to remain high

With production volumes expected to remain similar, export volumes will likely be 160,000

in line with 2025, a record year for Australian beef exports. The US is expected to E 120,000 I I I I I I I
remain a solid market with high volumes and strong prices, but exports from Brazil 9 ’ I I I I I I I I I I I I

will provide some competitive tension. The new Chinese beef import quota for § 80,000 I I I I I I I I | I I I I
Australia - requiring an estimated ~100,000mt reduction (-35%) in volumes g (]| | I

compared to 2025 - is expected to add volatility to the market. While the industry v 40000 "

is working to minimize the impact, RaboResearch expects there will be some g

jostling for business by importers and exporters as they manage the more limited 5 0

trade line. This is likely to increase toward the middle of the year, as Australia g g g g "g" g § § § § § § g g § g § g §
reached the new import quota volume between July and August in 2025. Live ERARRAREA f;_ AR ‘g_ N RRA IR f;_ 3 a
exports were good in 2025, with total volumes rising 7% YOY. However, &8 2 § 3 &L s 2 g 3 g LS 2 g 3 L LS
Indonesia’s reinstatement of the liveweight reference price, the increased presence

of Brazilian product, and a stronger Australian currency could all pose challenges mUS mChina ®Japan ©SouthKorea ® Other

in 2026. Source: MLA, RaboResearch 2026
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Brazil’s cattle' markets start 2026 strong with record-high beef exports

Record beef export growth continues with new January high

Brazilian beef exports started 2026 by achieving the strongest January on record in
both volume and revenue. Shipments reached 259,000mt, up 25% YQY, while value
totaled USD 1.4/Ib, a 40% YOY jump. China remained the key destination with
120,000mt, a 32% YQY increase, representing about 47% of total exports (see figure
9). The US ranked second at 30,000mt, representing 12% of the total, up 57% YOY.
The surge from both markets likely reflects front-loading by importers attempting
to cushion 2026 tariff impacts. China’s newly announced 1.1m mt quota for Brazil,
which is about one-third below Brazil's 2025 shipments, resulted in sharp declines
in the futures market in early January 2026. Exporters view a monthly quota
allocation - proportional to each processor’s prior-year performance - as a
practical way to avoid the intense competition and price volatility seen in 2021 and
2022. Discussions with Chinese authorities include both the reallocation of unused
quotas from other suppliers to Brazil and the exemption of the roughly 300,000 to
350,000mt that were already at sea before the quota announcement.

Fed cattle and calf prices diverge as the market enters 2026

The year opened with the same late-2025 price mismatch: Calf prices were rising
while fed cattle values remained broadly stable. This pattern persisted until early
February, when average finished cattle prices climbed 5% above the January level,
reaching BRL 336/15kg (see figure 10). Strong export demand — mainly from China -
supported prices, while favorable pasture conditions allowed ranchers to hold cattle,
increasing their bargaining power with meatpackers. The availability of finished cattle
is also showing signs of tightening. This reflects decisions at the end of the year,
when many producers brought feedlot placements forward amid strong export
signals, reducing short-term supplies of grass-finished animals. Similar factors
supported the market in 2025, despite policy noise involving China and tariff
pressures in the US. The end of the rainy season in early Q2 should ease both live
cattle and calf prices, as deteriorating pastures typically boost short-term supply. The
expected update of a monthly export cap to China may add further downward
pressure. Still, any decline is likely temporary, with prices set to resume an upward
trend by late Q2, supported by domestic demand linked to the World Cup.

Figure 9: January record surpassed for the fifth consecutive year
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Figure 10: Strong export demand is pushing cattle prices higher

400 4,000
3,000
o 300 g
< )
@ 2,000 <
~ —
= o
Z 200 5
1,000
100 0
— — — N N N M N N - - - NN on O
(] AN N o o o AN N o o o AN N o (] o
0 c 8 Q@ c g o c B8 c b8 o c g o
fF3o0o0¢2o08¥2x2o08r=20=~e=202°¢

= | jve cattle prices (LHS) == Calf prices (RHS)

Source: Cepea, RaboResearch 2026

Rabobank



Y

S S e '§ 3 & |
‘-} ‘é" - n Y g g2 "g.&?\lﬂ

™

Declining slaughter shrinks beef supplies; domestic and export demand climb

Declining cattle slaughter leads to production shortfall Figure 11: Monthly retail beef prices increased 13% in 2025

Weekly cattle carcass weights have averaged 23lb (+3%) above year-ago levels 30

since September 1, 2025. Steer carcass weights even exceeded 1,000lb three times

during the seasonal Q4 peak. But these heavier carcasses have not offset the year- 26
over-year declines in cattle slaughter since July 2025. Since then, average weekly
slaughter has been 3,500 head (-6%) below the previous year, reducing average
weekly beef production 2.1m Ib (-4%). With lower cattle supplies, increased heifer
retention, and fewer cattle on feed, expect slaughter and beef production to
remain under pressure through 2026.
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Domestic and export demand trends higher 14
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Retail beef prices increased at a record pace in 2025, averaging CAD 25.12/kg - up

13% YOY. With production down 5%, stronger prices illustrate improving domestic Five-yearrange === Five-yearaverage ———2024 2025
demand. From January to November 2025, beef exports totaled 464,000mt, just Source: Stats Canada, RaboResearch 2026

1% below the prior year. However, shipments have been 6% higher YOY since July,
and export values are up 6% to more than CAD 4.9m. The Canada beef market is

Figure 12: Monthly cattle prices stagnate after summer highs
benefiting from lower US beef supplies and exceptionally strong US consumer

800
demand - at levels not seen in more than 40 years.
Higher cattle price trend stagnates after late-summer highs 600
Cattle markets posted record-setting prices in 2025. Fed steers averaged CAD 400

293/cwt, up 18% from the previous year. Prices for 850lb feeder steers climbed
30% to CAD 499/cwt, while 5501b steer calves rose 36% to average CAD 669/cwt.

Even cull cow values strengthened, increasing 24% to average CAD 221/cwt. 200 M
However, upward momentum slowed in second half 2025, mirroring the plateau

seen in US cattle markets as uncertainty shook the confidence of Chicago 0
Mercantile Exchange traders. Despite the pause, supply and demand across the

beef sector remain favorable to prices with more cow-calf producers leaning into

herd rebuilding. Expect stronger cattle prices again in 2026, though the uptrend is === Cull cows e====Fed steers ====550Ib steers 850lb steers
likely to moderate as the consumer is forced to pay even more for beef.
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Prices rising amid reduced supply and seasonal demand

Beef prices slowly rebound

Beef prices have moved up since December 2025, with the momentum
continuing into 2026, reflecting reduced supply as well as seasonal demand (see
figure 13). By end of 2025, cattle inventory had dropped 4.4% YOY to 96.08m
head, marking a second straight year of decline. The drop was driven mainly by
herd liquidation following low prices and producer losses in 2024 and 1H 2025.
Slaughter number in 2025 rose 0.7% YQY to 51.33m head, while beef output rose
2.8% to 8.01m mt, reflecting notable improvements in carcass and meat yields.
After previous liquidations and recent price corrections, the cattle herd is
expected to begin rebuilding in 2026. Profit margins turned positive recently,
further supporting herd recovery. Meanwhile, dairy milk prices are gradually
improving, suggesting the slaughter of dairy cows will normalize in 2026 after a
high level in 2024/25. All these developments may lead to a beef production
declinein 2026.

Local beef production has shifted to a mixed production structure in recent years.

Poverty-alleviation programs, rural population decline, and increased private
investment have led to a reduction in backyard farming, an increase in midsize
farms, and the emergence of industrial farms using more efficient breeds.
Productivity differs greatly per system, and the market is further segmented to
accommodate various products via different production systems.

Beef imports to rise in 1H before declining in 2H

Total beef imports declined by 3% YOY to 2.8m mt in 2025 (see figure 14).
Volumes shifted, with imports from Australia up 41% YOY and Brazil up 9%, while
imports from Argentina and Uruguay were down 21% and 16%, respectively. The
US saw the largest drop among key exporting countries, down 60% YOY. We
expect China’s beef imports to decline in 2026 due to the new quota system,
which caps volumes at 2.688m mt for 2026. Imports will increase in 1H, driven by
front-loaded purchasing, but slow greatly in 2H, as the quota will likely be
exhausted unless exporting countries manage their volumes. Beef prices in the
local market will rise strongly in 2H, driven by lower supply.

Figure 13: Retail beef prices in China are slowly rising
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Figure 14: China’s beefimports were down 3% YOY in 2025
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Beef prices continue upward trend while cow prices soften

Beef supply has remained constrained through beginning of 2026, and beef prices have
continued their upward trend across Europe (see figure 14). On the other hand, cow
prices have softened since the end of 2025 - indicating seasonally lower demand at the
start of the year. However, they remain 26% higher than year-ago levels. EU-27+UK beef
production was down 4.3% YOY in the period between January and November 2025,
with Ireland (-10%), Germany (-7%), the Netherlands (-8%), and the UK (-5%) recording
the biggest declines. The decline was more modest in France (-3% YOY), Spain (-2% YOY),
and Poland (-1% YQY), and production in Italy remained flat compared to year-ago levels.

Imports remained strong to make up for the lower production

EU-27+UK beef imports continued to perform strongly in 2025, rising 22% YOY from
January to November (see figure 14). New Zealand (+128%; 10,000mt) and Australia
(+80%; 9,000mt) recorded the largest relative increases. Brazil and Argentina remained
the two largest suppliers, with imports up 29% (24,000mt) and 20% (10,000mt),
respectively.

EU-27+UK beef exports fell 13% YOY over the same period. Shipments to Turkey —

currently the top export destination — declined by 26% (-18,000mt). In contrast, exports

to Ghana and Cote d'Ivoire, the second- and third-largest destinations, increased by
14% and 18%, respectively.

The EU-Mercosur agreement faces delay

After more than two decades of negotiations, the EU-Mercosur trade agreement was
signed on January 17, 2026. The final deal largely reflects the European Commission’s
2024 proposal. For beef, this means an additional import quota of 99,000mt plus the
addition of safeguard mechanisms allowing the EU to temporarily suspend tariff
preferences if Mercosur imports harm EU producers. Had it gone into effect, the deal
could have contributed to increased supply in the European beef market. However,
despite clearing major political hurdles, the agreement now faces delays - potentially
between 18 to 24 months - after the European Parliament referred it to the Court of
Justice of the EU. The commission could still apply the agreement provisionally if
member states endorse the step.

Figure 15: EU average beef carcass price up 24% YOY
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Figure 16: EU-27+UK beef imports were up 22% YOY, YTD
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2025 import volumes declined year-on-year

Domestic beef production has generally been declining since February 2025,
falling by 4.7% YOY in November. Beef carcass prices now remain similar to those
in January 2025 despite persistently high feed and other input costs, worsening
the financial situation of beef cattle farmers. The main cause for the decline in
production is large-scale producers’ reduced willingness to increase herd size due
to lower profitability. Furthermore, the declining number of calves born raises
concerns of a continued production decline over the next few years. Beef import
volumes through 2025 fell by 5.7%, continuing the downward trend since 2020.
However, imports began to rise in September and were up about 10% YOY from
October to December (see figure 17).

Ongoing decline in consumption begins to slow

Household beef consumption per capita in November 2025 was up 3.9% YOY but
down 0.6% compared to the five-year average, in line with a prolonged downward
trend in household consumption. Nevertheless, household consumption has
remained largely flat, year-on-year, since June 2025. Estimated marketing
quantities for beef, including household consumption and foodservice, rose by
2.3% and 7.7% YOY in September and October 2025, respectively, but declined
4.0% YOY in November. A slight upward trend in imported beef volumes since
September 2025 may indicate a slowing decline in domestic consumption.

Market to focus on import volume recovery in 2026

Amid expectations of a prolonged decline in domestic production, 2026 presents
favorable conditions for beef imports. Alongside current rising imports, a year-on-
year decrease in imported beef inventories since August 2025 signals a shift away
from the earlier trend of declining imports. Although the contraction in
consumption is easing, it is weak. As a result, import trends in 2026 will likely be
driven more by international market prices and exchange rates than by domestic
supply and demand conditions.

Production-will continue to fall, but exchange rates and global market trends
will have a bigger impact on imports

Figure 17: Year-on-year change in production and imports
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Figure 18: Beef imports and estimated ending stocks of imports
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Mexico continues to battle the New World screwworm

Mexico is maintaining strict sanitary protocols to contain spread of the New World
screwworm. Cumulative cases exceed 15,000, although active cases are currently
around 750. The sterile fly production facility in Chiapas is 55% complete and remains
on track to begin operations this summer, a key step toward restoring confidence in
cattle movements and trade (see figure 19). Suspension of live cattle exports to the US
places significant pressure on exporters that typically ship higher-quality cattle at
premium prices. Animals originally destined for the US market are now being
redirected to domestic feedlots and packers, often at discounted prices. Domestic
feedlots have benefited, with some operations now running close to 95% capacity.

Mexico’s beef trade shifted sharply in 2025

Mexican beef imports moved away from the US toward South America in 2025. Total
imports rose 21.8% to 317,000mt, driven by a 176% surge in shipments from Brazil,
totaling 117,300mt. In contrast, imports from the US fell 15.7% to 127,800 mt,
highlighting a major structural shift toward lower-priced Brazilian beef amid lower US

supply. However, trade policy changes are expected to curb imports from Brazil in 2026.

Mexico reintroduced tariff-rate quotas for non-USMCA suppliers, effectively limiting
duty-free access for Brazil. Once the quotas are filled, out-of-quota tariffs would reduce
Brazilian beef's competitiveness relative to US and Canadian beef, likely shifting import
demand back toward North America.

Beef exports increased 6.3% to 292,300mt in 2025. Growth was driven by a 20.4%
increase in shipments to the US, which accounted for more than 90% of total exports,
while volumes to Japan and South Korea declined sharply. This underscores Mexico’s
increasing export concentration in the US market amid weaker performance in Asia.

Beef and cattle prices remain high but are beginning to stabilize

Strong domestic demand and high feedlot utilization continue to support prices, while
increased cattle availability and higher slaughter volumes have limited further upside.
Prices remain historically elevated, but recent trends suggest consolidation rather than
renewed acceleration (see figure 20).
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Figure 20: Mexican feeder cattle prices have stabilized but remain
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Beef supply to lift in 2026 as US demand continues to support elevated returns

Supply recovery builds as farmers hold cattle on good feed Figure 21: Record farmgate returns to start the new year

New Zealand's beef supply is likely to lift modestly in 2026, supported by strong ‘g‘ 1050

pricing signals and improved confidence across finishing systems. The 2025 season ;

marked a production low, the smallest annual output since 2017 at just under % 850

674,000mt (-6% YQY). This was largely due to fewer dairy-origin calves reared in 2023 =

and reduced dairy cow culling as confidence in dairy held cow numbers steady. This E 650

lower production dynamic is shifting. An estimated 150,000 additional dairy-beef s — _%
calves were reared in 2025, expanding the pool of R1 cattle coming through the S -

market. "23 450

Slaughter numbers are projected to rise by around 3% in 2026 , increasing total Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
production output. Summer 2025/26 has so far delivered very favorable Five-year range ——Five-year average — 2022
grass-growing conditions across the country, enabling farmers to hold stock longer e 2023 2024 — 2025

and add additional weight. While positive for productivity, this does contribute to 2026

localized procurement challenges at times, even as export demand holds firm. Export Source: AgriHQ, RaboResearch 2026

volumes, which were also lower in 2025 at ~448,000mt, are expected to increase in
2026 in line with higher production. This will help restore some processing
throughput, but without significantly easing competition for cattle, given demand.

Figure 22: After a low in 2025, total exports expected to rise 3% to 4% in

. . 2026
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global demand. The US continues to dominate New Zealand’s export mix and is likely — US = China

to do so again in 2026, given low US cow supply and elevated lean-beef values (see = Other Canada
figure 22). China remains an area to watch, with quota-related effects possibl Japan South Korea
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influencing trade flows, though New Zealand volumes are not expected to face
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Supply contraction accelerates; demand uncertainty perpetuates in early 2026

Beef cow inventories are smaller to start 2026, likely 2027 too

The USDA reported that the January 1, 2026, beef cow inventory fell 285,000 head
(-1%) from a year earlier to 27.6m (see figure 23). Bred beef heifers were essentially
steady, up 42,000 head (1%) to 3.0m, and open replacement heifers held flat for a
third-straight year at 1.8m. With 2025 beef cow culling at just 8.6% - the lowest
since 2015 - the US herd is on track to shrink another 250,000 to 300,000 head by
early 2027. With bred cow and heifer prices exceeding USD 4,000 per head, many
smaller operations see limited profitability in purchasing replacement cattle.
Meaningful herd expansion will depend on larger cow-calf producers increasing
2026 heifer calf retention to lift breeding inventories by January 1, 2028.

Lack of Mexican cattle imports is altering normal supply flows

New World screwworm disruptions led to a 1-million-head decline in 2025 imports
of Mexican feeder cattle and calves. US feedyards felt the tighter supply last year,
and beef buyers will face challenges in 2026. Roughly 200,000 Mexican-origin cattle
remain to be slaughtered in early 2026. Without resumed cattle trade soon, that
may represent the entire year’s supply from that channel. Mexican beef imports are
expected to rise 25% to 30% YOY in 2026 to offset reduced feeder cattle and calf
trade since late 2024.

Demand questions linger while imports surge to new highs

Cattle processors are struggling to pass rising cattle costs on to beef buyers.
January fed cattle prices were up 15% from a year ago, while boxed beef prices
rose 10%. Early-year beef demand is typically softer, but higher Q2 pricing will be
critical for processors, particularly whether wholesale values spend sustained time
above USD 4/Ib, which occurred briefly in 2025. Elevated US beef prices are already
driving record lean trim import volumes. Meanwhile, reduced Mexican-origin cattle
slaughter has reduced USDA Select production 25% since October 2025. Stronger
Q4 2025 beef shipments from Canada and Mexico point to growing interest in
imported fresh beef cuts to fill the widening gap in lower-grade domestic supply.

Figure 23: January 1 beef cow inventories drift even lower
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Figure 24: Weekly USDA Select production breaks pandemic lows
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Figure 25: FX forecast over the next 12 months
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Figure 27: Container and reefer freight rates
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Figure 26: GDP growth forecasts
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Figure 28: Consumer confidence
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