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'The Domino Effect of Recalls

he U.S. food supply chain, once a pillar of
I consumer confidence, has faced significant
challenges in recent years. Food recalls, driven
by tighter regulatory testing standards and lower
pathogen tolerance thresholds, are increasing. While
these measures are intended to
enhance food safety, their impact
on consumer trust and market
dynamics has been profound.
A recent Gallup poll revealed
that only 57% of Americans are
confident in USDA’s and the Food
and Drug Administration’s ability
to ensure food safety, with 28%
expressing “not much” confidence
and 14% having “none at all.”

‘T he close

relatzons/zzp The consequences of this
between growing skepticism have rippled
. through the food industry, with
S Cl?’ldeC/ZES deli meats and cheese sales
d /Z among the hardest hit. The recall
ana crieese of Boar’s Head deli meats in mid-
consumptwn .2024.1 un'derscores the broader
implications of these events, from
means L‘/Zdl‘ eroding consumer confidence to

shifting purchasing patterns.

Deli meats are a cornerstone
of the American sandwich.
According to USDA, nearly half

disruptions in
one segment

inevimbly of U.S. adults eat sandwiches
daily. Cold cuts make up 27% of
cgﬁpect these sandwiches, with burgers
accounting for another 17%.
Z/Z(Z 0t/l€7f And cheese is a near-ubiquitous

companion to both, appearing on
60% of sandwiches and 74% of
burgers, according to a YouGov
survey. Between 2009 and 2012, sandwiches accounted
for 29% of daily cheese intake among adults 20 years of
age and older.
The close relationship between sandwiches and
cheese consumption means that disruptions in one
segment inevitably affect the other. This year’s massive

deli meat recall illustrates this dynamic. In July, a recall
involving 71 Boar’s Head products due to Listeria
monocyrogenes spanned 13 states, leading to 34
illnesses, 33 hospitalizations, and two deaths. By August,
the recall had expanded to 19 states, hospitalizations had
climbed to 57, and 7.2 million pounds of meat had been
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Cheese products were
not linked to any of the recent
outbreaks of foodborne illnesses,
but sales of cheese suffered
along with those of deli meats
and burgers. While consumers
initially turned to alternatives, it
appears they are slowly warming
to deli sandwiches and fast-food
burgers again, as companies offer value prices.

That’s good news because the dairy industry has
been deploying new cheese processing capacity at
an uncharacteristically fast pace. Next year, growth
in cheese demand will need to accelerate to absorb
the additional cheese into the system. Currently,
2025 cheese futures are forecasting prices that could
entice consumers, restaurant owners, and foodservice
providers alike to pick up their cheese use, and
that could help boost commercial disappearance of
cheese next year.

U.S. cheese exports, a bright spot for cheese
demand this year, are on pace to set new records as
large volumes move to Mexico. However, international
markets are increasingly nervous about the prospect
of a global trade war if President-elect Donald Trump
makes good on his promise to implement new tariffs.
Concern is also growing in U.S. markets over the
future of dairy exports if affected countries implement
retaliatory tariffs or look to other suppliers for their
cheese needs. MCT




Calfornmia Output Pulls U.S. Lower

and oppressive heat have impacted California’s

output. A record-large year-over-year drop in the

Golden State’s milk production in November was
sufficient to push national output
1% lower than the previous year,

and futures markets ablaze, as the industry became

November’s milk production report set the CME spot ‘
acutely aware of the extent to which avian influenza
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Dec 17650 17075 1837 25250 2057 0.6400 1.3975  mpact propped up butter and
Jan 17575 1.6950 1843 2.5275 20.45 0.6650 1.3800 | nonfatdry milk prices while
Feb 17025 1.6475 17.89 25175 20.23 0.6600 1.3600 | cheese prices continued to feel
Mar 1.6800 1.6450 17.71 2.5475 2019 0.6475 1.3400 | Some downward pressure. At the
Apr 16250 1.6125 15.89 26100 1944 05500 13150 @ Same time U.S. butter and powder
May  1.6050 1.6325 1554 2.6225 19.40 0.5250 1.3025 | 2&r€moving higher, international
) ' prices are turning lower, and that
%s”ﬁf,i; could create headwinds for U.S.

dairy exports in early 2025. MCT

... deli sales plummet
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pulled from grocery shelves and foodservice shelves
pantries. Tragically, 10 fatalities were linked to the
outbreak, making it the most significant foodborne
illness outbreak since 2011.

The impact was swift and far-reaching. Circana
data showed that deli meat sales dropped 9.3% for
the 52 weeks ending August 2024, compared to the
prior year. September’s decline accelerated to 9.4%,
with losses moderating in October, when they fell
7.7%, before accelerating again to a steep 11.4%
decrease in November. Cheese, particularly in deli
service and grab-and-go categories, followed this
downward trajectory. The declines in sales of deli-
counter sliced cheeses mirrored those of deli meats,
except in November, when losses in sliced deli
cheese eased to 3.1%. Grab-and-go cheese fared
slightly better, with declines of 0.9% in August and
2.1% in September.

The share of cheese sold in the deli case, which
historically accounts for about one-third of total
cheese sales in value terms, shrank as consumers

avoided deli meats and other deli products. Anecdotal
evidence suggested that the impact extended

beyond grocery stores, with foodservice outlets also
experiencing declines as consumers sought sandwich
alternatives. These shifts have been occurring at a
challenging time for the U.S. cheese market. USDA’s
Economic Research Service (ERS) reports that U.S.
commercial disappearance of cheese was flat through
October compared to the same period in 2023 —an
anomaly in a market that has shown steady growth
over the past decade. The last time such stagnation
occurred was in 2020 during the pandemic.

Higher sandwich costs at fast-food restaurants
could further discourage sales. With beef and other
proteins experiencing similar inflationary pressures,
some consumers could opt for lower-cost alternatives,
or forego cheese as a complementary ingredient.

The 2024 recalls serve as stark reminders of
the interconnectedness of the food supply chain
and the vulnerabilities that arise when one segment
falters. For cheese, the decline in deli meat sales
has had immediate and measurable consequences
with broader implications for the dairy industry. MCT
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