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SUPPLY & DEMAND

The beef cutout has moved higher by about 2%, or U.S. $5 per hundred
pounds (cwt), since our last report two weeks ago. Beef normally receives
a boost after the Easter holidays, but the market moved higher last week as
buyers jumped to order in advance of May, one of the year’s strongest beef
demand months. Year to date U.S. beef production through the week of
April 20 was -0.4%, which has helped keep the average price of all fresh
beef retail cuts at retail - where featuring and consumer purchases have
both been strong - 3% above the level of a year ago. Firm beef demand has
meant rising prices for live fed cattle, and in several key feeding states, live
prices last week hit the U.S. $130/cwt. level for the first time this year. Last
Thursday’s USDA cattle on feed report for March showed that feedlots
added a relatively high number of cattle into pens during the month, driven
by improving feedlot margins, the continued rise in placements of heifers
on feed, and the overall increase in the calf supply which characterizes the
cattle herd expansion cycle. On April 1, scaled U.S. feedlots held 11.96
million head of cattle, the highest number in at least 23 years for this date.
The number of steers in feedlots (7.45 million head, -2.5%) has declined
from a year ago, while the heifer count has increased (4.51 million head,
+7.6%). USDA released February U.S. meat export data, and it shows U.S.
beef exports off to a slower start than last year, with the volume of total
exports for the 1st 2 months of 2019 running -3%. The decline has mainly
been caused by a sharp drop in shipments to HK, and lower shipments to
Canada, the 4th & 5t Jargest export destinations by volume respectively.
Beef Choice Beef Cutout Value: 22/4/2019 - US$234.48/cwt. (+3%
from 8/4/2019)

The pork cutout increased another 4% last week, following a 3% rise
during the week of April 8%, bringing the value to the highest level since
June 2018. U.S. belly prices are spiking, with current values nearly 77%
higher than a year ago. Normally, bellies increase in value in January, then
trend lower from February to April before increasing in May to their
seasonal peak. Futures have moved sideways over the past week, but
commodity funds hold the biggest net long position in lean hog futures
contracts since January of 2018. Funds have been purchasing futures on
expectations that ASF in China will lead to a massive increase in pork
imports, and higher global prices.

Hog Carcass Cutout Value: 22/4/2019 - US$87.86/cwt. (+5% from
8/4/2019)
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MARKET MAKERS

-Americold Realty Trust will acquire No. 5 U.S. cold storage provider
Cloverleaf Cold Storage (business name is Chiller Holdco LLC for U.S.
$1.24 billion. Blackstone became a majority stake in the company in 2017.
Americold is the world’s largest publicly traded cold storage company.
-Meat processing giant OSI Group has purchased the 95 year old Chicago-
based meat processor Rose Packing Co., Inc. for an undisclosed sum. Rose
Packing operates a single processing facility with over 700 employees,
producing a range of items including Canadian bacon, hams, ethnic
sausages, breakfast sausages, meatballs, and value-added loins, chops, ribs,
boneless turkey, pork shoulder, and pizza and salad toppings.

-California based Central Valley Meat Holding Company (CVM) will
acquire Selma, Calif.-based Harris Ranch Beef Holding Company,
creating the 7th largest U.S. beef packer. Central Valley and Harris are the
2 largest California beef companies, and when combined, the enterprise
will have a daily processing capacity of 2,600 head per day. Harris is one of
the few integrated beef companies in the U.S., feeding all of their animals at
company-owned feedlots. CVM is mainly a processor of culled cows and
bulls, but also processes some calf-fed Holsteins. CVM operates 3 plants in
Vernon, Hanford and Selma, California.

MOVING AHEAD

Those interested to track a wide range of data on the status of the USA’s
agricultural sector can now access the newly released USDA 2017 Census
of Agriculture. The Census is conducted once every 5 years by mailing
questionnaires to more than 3 million farms and ranches across all 50 U.S.
states. By definition, even small plots of land, whether rural or urban.
growing fruit, vegetables or raising some food animals count if U.S. $1,000
or more of products were raised and sold during the Census year. A link
with  highlights of the census results can be found at:
https://www.nass.usda.gov/Publications/AgCensus/2017 /index.php. A
new simple tool that can handle customized data inquiries can be found at:
https://www.nass.usda.gov/Quick Stats/CDQT/chapter/1/table/1.

TRADE

Analysts continue to ponder how China may be able to fill an expected
protein shortage resulting from reduced pork production caused by the
ASF epidemic. USMEF estimates that on a product weight basis, total pork
consumption could drop by over 6.6 million tons. This figure already
assumes a large increase in imports, but MEF also estimates that all the
world’s pork exporters could collectively be able to supply only an
additional 3 million tons of pork. Increased poultry imports could help fill
some of the slack, but direct annual imports only averaged 516 thousand
tons from 2016-18. Chinese direct poultry imports peaked at 833
thousand tons in 2008 (see graph below) during an outbreak of Porcine
Reproductive and Respiratory Syndrome (PRRS), or blue-ear disease, but
fell in subsequent years as suppliers like the U.S. lost access due to Avian
Influenza (AI) and anti-dumping actions. China still bans U.S. poultry
imports from the U.S. due to Al concerns, and only 14 Brazilian poultry
facilities have been exempted from China’s anti-dumping duties. USMEF
projects that total poultry imports in 2019 into the Greater China region,
including HK and Vietnam, could reach the levels of 2011 of
approximately 1.9 million tons. In that year, China experienced an
outbreak of PEDV (Porcine epidemic diarrhea virus), as well as a 2nd wave
of PRRS outbreaks (see graph below).

Estimated China poultry imports
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