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SUPPLY & DEMAND

The beef cutout eased again last week and despite lower slaughter numbers
for the holiday-curtailed week. Live fed cattle prices also weakened for the
2nd straight week as seasonal ‘September softness’ characterized the end-of-
summer Labor Day period. Wholesale beef prices are expected to drift lower
in the next few weeks. However, futures prices have started to climb again as
analysts see a lower number of market-ready cattle available in the next few
weeks due to the CoVID-related low early spring placements. Still, feedlots
have a cattle supply overhang and weights remain heavy, which analysts
believe will limit the upside rally. Year to date U.S. beef production is down
1.9% from last year with slaughter down 4.6%. Last week’s slaughter was
574,000 head, down 9.3% from the previous week and down 9.7% from last
year. U.S. 2019 beef production totaled 12.32 million tons, up 1% from 2018
output and record large. Pre-Covid-19, USDA pegged 2020 beef production to
set another record, but the latest estimate predicts output will hit 12.27
million tons, -0.4% year-over-year. Q4 output is forecast at the same level as
Q4 2019 (see graph below). Earlier this summer, USDA was predicting that
CoVID would cause a steeper fall in output, but heavier animal weights and a
quick rebound in processing capacity has seen the agency continuously revise
upward its forecasts. USDA is predicting a rebound in 2021 beef production
to 12.41 million tons, up 1.1% year-over-year and record large.
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Strong export interest helped to drive the pork cutout +6% last week, with
values of the primal ham, picnic and belly all rising noticeably from the week
before. Heavy bone-in ham values were up 26% from last week to $0.59/1b.,
down 4% from last year but the highest since the end of this April
Interestingly, the cutout and futures slid yesterday Monday September 14
even though analysts are predicting a pick-up in U.S. pork export orders in
Asia following the ASF finding in Germany; for the first half of 2020, Asian
imports of German pork totaled over 465K tons. New U.S. pork export sales
during the week of August 28 - September 3, before the new ASF finding,
were in line with the levels of recent weeks, although fresh sales to China of
8+K tons were on the low side. Analysts believe buying interest out of the #1
China market increased last week, and ASF-related Asian bans on German
product is expected to boost US sales in the weeks ahead. USDA has revised
downward its 2020 pork production estimate, but output is still expected to
be up 2.2% to a record 12.81 million tons this year. Q4 output is expected to
decline from the big production of Q4 2019 (see graph below). U.S. 2021 pork
output is expected to increase again next year by 0.7% to reach 12.90 million

tons.

2016: +1.8% 11.31 MMT
2017: +2.6% 11.60 MMT
2018: +2.9% 11.94 MMT
2019: +5.0% 12.54 MMT
2020F: +2.2% 12.81 MMT
2021F: +0.7% 12.90 MMT
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ACTIVITIES:

Restaurant & Bar, Hong Kong: postponed
SIAL, Shanghai: September 28-30, 2020

MOVING AHEAD

As CoVID continues to spread globally, concern has grown over the safety of
the meat and food supply. Some major food importing countries, including
China, are testing imported meat, seafood and other foodstuffs - and its
packaging - for the presence of the virus. Recently, the International Union
of Microbiological Societies (ICMSF), a global NGO and observer to the
United Nation’s Codex Alimentarius, weighed in on the issue and published
an opinion by its experts on the risks of food contamination with CoVID.
ICMSF concluded that “SARS-CoV-2 should not be considered a food safety
hazard since a true food safety hazard enters the body with food via the gastro-
intestinal (GI) tract, where it can infect organs/tissues elsewhere in the human
body.” The experts go on to state that “despite the many billions of meals
consumed and food packages handled since the beginning of the pandemic, to
date there has not been any evidence that food, food packaging or food
handling is a source or important transmission route for SARS-CoV-2."  ICMSF
continues, “considering that there are to date, no proven cases or scientific
associations between food consumption and COVID-19, it is highly unlikely that
SARS CoV-2 constitutes a food safety risk.” The report points out that although
there have been reports of virus fragments being found on food and/or
packaging, “such reports are not specific as to how the virus was identified,
what amount of the virus was found, and whether the virus was viable and
infectious.” With regards to trade, the expert body states “because of
perceived food safety and food transmission issues, some countries are
restricting food imports, testing imported products, and/or asking for COVID-19
freedom statements/attestations. ICMSF believes that these controls are not
scientifically justified, as there is no documented evidence that food is a
significant source and/or vehicle for transmission of SARS-CoV-2.” The report
continues with specific recommendations for controlling CoVID in food
operations but notes that “given the lack of evidence associating food or food
packaging with the transmission of SARS-CoV-2, ICMSF does not advise food end
product or environmental testing for the SARS-CoV-2 virus for reasons of food
safety assurance.” According to official statements, China has conducted over
500,000 tests of food, food packaging and the interior of food transport
containers. Six samples have tested positive, but China has banned imports
from 56 food establishments because of these detections or due to reported
virus outbreaks among workers at plants. Over the past weekend, China’s
General Administration of Customs announced new protocols for the
temporary suspension of foreign plants if inspection checks of food and/or its
packaging detect the presence of the virus.

TRADE

China, Japan, Korea, Singapore and Taiwan have all banned imports of
German pork following last week’s confirmation of an ASF detection in a
carcass of a wild boar found in Brandenburg, near the Poland border. USMEF
has heard that German authorities are not signing health certificates for pork
exports to Malaysia and Vietnam. In 2019, Germany exported approximately
2.4 million metric tons of pork, 1.9 million tons of which stayed within EU
countries. Outside of the EU, Germany’s largest export market is China, where
it is the #3rd largest supplier behind the U.S. and Spain according to import
data for the 1st 7 months of this year. German authorities had been hopeful
that China would allow pork imports from non-ASF affected regions, but the
ban will cover all exports according to China’s announcement last Saturday.
Germany is the 2nd largest pork supplier to Korea after the USA, with bellies
accounting for most of the tonnage. The Philippines banned German pork
imports in July 2019 after inspectors found Polish pork co-mingled with a
shipment from Germany. Over the weekend, local authorities near
Brandenburg announced they would create a forbidden zone with a radius of
15 kilometers that reaches into Poland as well. Roads within the zone will be
open, but pedestrian foot traffic will be banned. Media also reported that the
community will erect an electric fence around the area where the carcass was
found, with a 3-kilometer radius so that any cohorts of the infected animal
will be unable to leave the zone. German pig prices fell 14% following last
Friday’s announcement.
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