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Barbecue & grilling favorites brisket and tri-tips advanced last week
along with spring weather, but other primals weakened on increased
slaughter activity. Processing plants harvested 670 thousand head of
cattle last week, the highest number since October 2011. Average
cattle weights dropped as feedlots pushed cattle into plants; the
market believes the seasonal spring high price levels for fed cattle have
been reached and that the market will drift lower into the summer. On
Friday, futures closed lower for the 10t straight trading session. The
June futures contract fell to U.S. 1.13/1b., noticeably below the spot live
fed cattle price of last Friday of approximately U.S. $1.23/lb. Weights
ramped up toward the end of April, with slaughter data for the week
ending April 20 showing average steers weighed 857 pounds (389
kgs.), 1 pound over the same week a year ago. Year to date U.S. beef
production is up 0.1% from last year with slaughter up 1.3%. Despite
mass media reports of a looming global protein shortage due to ASF,
cattle market sentiment was mostly negative last week as U.S. beef
remains largely excluded from the growth in the overall China import
market (see TRADE next column). Observers remain divided over
whether ongoing trade talks will result in changes in China’s beef
import regulations. Moreover, U.S. beef exports through April 25 to #4
export market Hong Kong were down 47%.
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Beef Choice Beef Cutout Value: 6/5/2019 - US$227.00/cwt. (-3% from

29/4/2019)

The pork cutout ended last week lower after 8 week-on-week gains. The
market was unsettled based on continued uncertainty about U.S. pork
trade prospects with China. Interestingly, bellies, an item that is mainly
consumed domestically, have displayed the most volatile activity. Last
Friday, bellies closed down for the 2nd week in a row, and average values
have declined from the U.S. $1.61/1b. level two weeks ago to $1.19/1b. last
week. Belly values normally weaken in April before climbing seasonally in
May and into summer. Year to date U.S. pork production is +2.5% from the
pace of last year with slaughter +2.3%. Like pork, live hog prices drifted
slightly lower last week after rising sharply during March and April.
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Hog Carcass Cutout Value: 6/5/2019
29/4/2019)

ACTIVITIES:

SIAL, Shanghai : May 14-16, 2019
Hofex, Hong Kong: May 7-10, 2019
Food Show, Taipei June 19-22, 2019

US$82.89/cwt. (-3% from
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SUPPLY & DEMAND MARKET MAKERS

Tyson Foods has sold its 6.5% investment stake in the plant based
protein alternative manufacturer Beyond Meat. Tyson’s private
equity subsidiary first took a position in Beyond Meat in 2016, and
then added to its shares a year later. Beyond Meat issued shares
for the first time last Thursday May 2, with day 1 stock prices
pegging the company’s value at approximately $3.8 billion.

MOVING AHEAD

Analysts are now paying closer attention to all protein sectors as
China’s ASF epidemic looks set to impact markets globally.
Recently, the U.S. chicken market has markedly improved, with
wholesale chicken leg quarter prices increasing approximately
50% from the beginning of the year, with similar double digit
increases being registered in values for chicken breasts and wings.
The turnaround has been sharp, as 2018 saw the weakest U.S.
chicken prices in a decade. Weak profitability caused growers to
pull back on production last year, which led to moderating chicken
supplies during the first quarter of this year. Hatchery numbers
were up 1% during Q1 but should expand by 2% this quarter,
aided by new poultry plants that when fully operational should
raise U.S. broiler output capacity by 3% this year. U.S. poultry
exports through February of 577,000 tons were flat with last year,
but could get a massive boost if China re-opens to U.S. poultry as
part of a new trade deal. China banned U.S. poultry imports in
2015, after levying anti-dumping duties on U.S. poultry in 2010.
The duties were renewed in 2016, but China lifted them in Feb
2018 after losing 2 WTO cases brought against the action by the
U.S. A decade ago, the U.S. held an 84% market share (value) of
China’s chicken imports. China imported 504 thousand tons of
poultry in 2018, 84% of which originated from Brazil.

TRADE

Imported beef continue to surge into China: just over 320,000
tons of beef were imported during the Jan-March 2019 period, an
explosive 47% year-on-year increase over the record pace of Q1
2018. Brazil, Argentina, and Uruguayan product accounted for
65% of total shipments, with Australia and New Zealand’s
combined share standing at 30%. Argentina appears to be
catching up with #1 supplier Brazil; during Q1, Argentina’s
shipments jumped 133% YOY to just under 70,000 tons.
Australia’s Q1 grain-fed exports to China of 14,347 tons accounted
for 28% of its total exports to the market, and was +77% YOY. The
U.S. continues to be largely excluded from the burgeoning
marketplace due to Chinese requirements that beef imports be
free of CODEX approved synthetic hormones. A 25% punitive duty
on U.S. imports means that Australian grain fed beef exports to
China have a 31 percentage point advantage over U.S. product.
Under the China-Australia Free Trade Agreement (ChAFTA),
import duties on Australian beef will phase down to zero by 2024.
Full Q1 data for HK’s beef imports has been made available, and
Jan-March imports declined 18% to approximately 178,000 tons.

China beef imports: metric tons; Jan-March
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