o) N
2T pEpER”

U.S. Meat Bulletin

April 30, 2019 Volume XI | Issue 4.4

SUPPLY & DEMAND

Middle meat and briskets moved higher last week, while end cuts,
including chucks and rounds, weakened, but the beef USDA Choice all -
primal cutout advanced slightly last week. Demand for middle meats
should continue to improve as the Memorial Day holiday approaches (May
27). The Memorial Day weekend, and the buildup period before it, usually
sees the largest retail sales of beef of the year. All categories of live cattle
prices saw weak undertones last week, but cattle futures were hammered
by a number of factors. Analysts believe that overall, Q1 prices were
buoyant based on poor weather conditions and optimism that the global
protein complex could receive a boost due to China (and now Asia’s) ASF
woes. However, the April cattle on feed report showed that placements - as
predicted - increased substantially and that the mounting long-term
bearish supply scenario that many analysts were forecasting last fall, could
be playing out. And although U.S. GDP advanced by a surprisingly brisk
3.2% during Q1, business and consumer spending was weaker as the
impact of tax cuts and other stimulus faded. Finally, last week saw no new
news about US-China trade talks, and thus optimism about huge protein
shortages and U.S. exports was tempered. The inventory of market ready
cattle, especially those on feed over 120 days, is believed to be high and the
market is keenly aware that there have to be orderly but aggressive
marketings through the remainder of April, May, and June in order that
supply & demand stay in balance. Another sign adding market
nervousness is the rapid growth in average fed cattle weights. Although
these weights are still a few pounds under year-ago levels, the gap is
seemingly quickly closing.
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After increasing for the past 8 weeks, the pork cutout closed slightly lower
last Friday at $0.86/1b., a -1% week-on-week movement. Hams, butts, and
ribs advanced, but volatile belly values declined by 10% after their sharp
spring run-up, and trimmings moved lower as well. Pork futures retreated
in the shadow of plummeting beef futures, but still remain far higher than
the levels of just 7 weeks ago. U.S. pork production was record high in
March, but frozen pork stock levels are similar to those in recent years,
indicating that product continues to find markets. In general, analysts
believe pork stocks are not burdensome. Year to date pork production is
+2.4% from last year with slaughter +2.2%.
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Hog Carcass Cutout Value: 29/4/2019 — US$84.99/cwt. (-3% from
22/4/2019)
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MARKET MAKERS

In a major move to get more involved in its upstream meat supply, U.S.
retail giant Walmart will partner with a number of Angus beef
producers and packer/processors to develop a supply chain for its
Angus beef lines. The chain began featuring the Angus breed 2 years
ago as an effort to improve the image of the beef it sells. The supply
chain will stretch back to the cow-calf phase of production, and
Walmart has announced the names of partners including Creekstone
Farms Premium Beef, cow-calf operators 44 Farms, the largest
Angus producer in Texas, and Prime Pursuits and Mc6 Cattle
Feeders. Angus beef sub-primals will be fabricated into case-ready
retail packaging at Walmart’s case-ready facility operated by Georgia’s
FPL Food.

MOVING AHEAD

The planting of the U.S. corn crop is just getting underway, and
although just 6% of the crop had been seeded by the end of the week
of April 21, 80% of the nation’s corn should be in the ground by the 3d
week of May. The U.S. has emerged from a cold and wet winter, and
there is ample, or even an over-abundance of moisture in many key
corn growing areas. Weather forecasters are predicting more wet
weather and cooler temperatures through the Midwest this week,
suggesting that planting progress will see delays. Taking cues from
the cash and futures markets, farmers will be deciding over the next
month whether they plant corn or soybeans, which is planted several
weeks later than corn. Analysts say however that the market is weeks
away from hitting the panic button over planting progress, as 24-row
mechanized planters now can seed huge acreages in a shorter period
of time. Although it is far too early to accurately predict this year’s
corn crop, USDA is projecting that projected lower feed & industrial
use, lower exports, and higher carry out stocks will cause farmers to
reduce their corn plantings, and national output; USDA’s current
forecast, though very preliminary, is for a 2019 U.S. corn crop of
366.28 million tons, -1.3% from last year’s harvest.

TRADE

U.S. weekly export shipment data through the week of April 18 reports
beef exports to Korea running 9% below the torrid pace of last year
(see graph below), but Korean customs data for Q1 2019 shows beef
imports from the U.S. +15% totaling just over 60 thousand tons. Total
beef imports during the Jan-March period reached 125K tons, +11.3%.
Korea’s Q1 data points to a record import pace, and is evidence of a
broad based increase in overall Korean beef consumption that is being
driven by lower imported prices, the result of Korea’s phasing down of
import duties from its several free trade agreements, including the US-
Korea KORUS pact. Korea’s per capita beef consumption has
increased 2.5 kgs to over 12.5 kgs from a decade ago, and beef intake
continues to rise as the protein becomes more affordable. Analysts are
divided on what lies ahead for this year, but despite a weakening
economy and restaurant closures due to new labor laws, beef intake
will likely continue to advance as home consumption is propelled by
new e-commerce models, an explosion of home meal replacement
options, and food delivery services. Five years ago, households
preparing steak at home would have been a rare occurrence, but the
proliferation of video and social media focused on simple home meal
preparation steps is allowing for the quick spread of new beef
consumption patterns.
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