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The beef cutout ended last week steady, with strength in ribs and
briskets countering weaknesses in plates, flanks, and loins. Live
fed cattle prices traded steady, with last week’s harvest of 647,000
head dipping slightly below the 650K head level of the previous
week. Analysts believe live cattle prices and boxed beef prices will
advance as fall beef demand improves and exports remain strong.
Lean manufacturing beef and fatty trimming prices remain
depressed, in part due to higher cow slaughter. That said, a good
economy and robust overall meat sales should help ground beef
moving at supermarkets through the fall. Cattle continue to grade
well. During this past August, 7.5% of all cattle graded met the
USDA PRIME requirement, while USDA CHOICE equaled 74.1%.
During the entire FY 2017 (October 2016-September 2017), 6.1%
of all cattle graded reached PRIME. Although many foreign buyers
have lamented the high price of ribeyes, data shows that the value
premium of PRIME over CHOICE for ribs has declined over the last
year due to the increase in PRIME production.
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Beef Choice Beef Cutout Value: 8/10/2018 - US$203.21/cwt.
(-1% from 1/10/2018)

Despite large pork production, the pork cutout closed last Friday
nearly even with the previous week’s close. The composite pork
value was supported by belly and ham primal firmness. Average
live hog values gained, while the big action was in the futures
markets where Chicago Mercantile Exchange (CME) lean hog
futures climbed to their highest levels in 6 months. Specifically,
the October hog contract reached a session high of US 68.825 cents
per pound, the contract's highest price since April 19. The market
has rebounded approximately 40% since the front-month contract
neared a 2-year low on August 30. There is still concern about
large hog and pork supplies moving forward however, and
December futures slipped last week. Although Hurricane Florence
saw total US pork production dip sharply the 2nd and 3rd weeks of
September, Q3 total pork output was up 3%. Increased pork
slaughter is forecast in the weeks ahead, as monthly volumes
usually peak in October (see MOVING AHEAD next column).
Analysts believe that the recent firmness of the cutout probably
represents the impacts of the hurricane and the lower production
during mid-September. Based on new farrowing intentions data,
the Livestock Marketing Information Center (LMIC) estimates that
Q4 pork output could increase year-on-year by 5-6%. Total
calendar year 2018 pork production is estimated at 12.024 million
tons, which would represent a 3.7% uptick from 2017 output.
Uncertainty continues to characterize foreign demand, but firm
August exports indicate that additional tariffs have yet to
significantly affect U.S. shipments on a global basis (see TRADE
next column.)

Hog Carcass Cutout Value: 5/10/2018 - US$79.56/cwt. (-2%
from 1/10/2018)
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With cooler weather beginning to descent on parts of the U.S,, fall
brings a marked shift in meat consumption patterns. Market
analysts Urner Barry (UB) refer to this month as “Crocktober”, a
reference to consumer’s habit of switching from outdoor grilling
dishes to more stews, roasts and chili, the latter often prepared in
crock pots. October is also National Pork Month & National
Seafood Month. On the pork side, over the last 5 years, peak
monthly production occurs during this month, with nearly
500,000 hogs harvested daily nation-wide. With more inventory
to work through, the industry aggressively promotes pork
consumption during this period with ads and marketing
campaigns focused on education and preparation. For example,
the USA’s largest BBQ chain, Dickey’s Barbecue, is offering all you
can eat pork ribs at many of its 500+ outlets during October. Pork
prices at supermarkets have also been comparatively attractive
compared to competing proteins. So how do the various proteins
look to consumers as they move through supermarket aisles this
month? According to UB, which compiles a weekly Retail Feature
Index, the average value last week of beef features was $5.50 per
pound, lower than that of the Seafood Index at $7.78 per pound,
but higher than pork ($3.59 per pound) and chicken at $2.73.

TRADE

Newly released data for the month of August shows that U.S. beef
and pork exports are weathering current global trade friction. For
pork, despite the early July implementation of punitive tariffs by
#5 and #2 importers China and Mexico, U.S. total pork exports
during August managed to rise 5% (value terms) from the same
month a year ago, with volume up slightly (1%). August US pork
exports in volume terms were the highest on record for that
month, with increased volumes to Japan and Korea offsetting
lower shipments to China and Mexico. And despite a strong
dollar, exports to price sensitive markets such as the Philippines
and Australia are up, with trade to the latter running at a record
pace for the 15t 8 months of the year. Interestingly, the average per
ton export value of all U.S. pork exported during the 15t 8 months
of the year was roughly even with that which prevailed during the
1st 8 months of last year, at US $2,551. U.S. beef exports are on a
tear, with August export volumes (muscle cuts) reaching the
highest monthly levels ever (see graph below), and value reaching
unprecedented heights as well. Growth has been driven by strong
import demand by Korea, Japan and Taiwan. Total U.S. beef
exports through August are up 9% on the pace of a year ago to
nearly 900 thousand tons, while the value of trade is 18% higher
than a year ago (US $5.5 billion). Demand for U.S. beef has
remained exceptionally strong, and again, despite a strong dollar
and trade worries; the average value of beef exported during the
Jan-August period was US $6,310 per ton, 8% higher than the same
period a year ago. U.S. beef exports to China have slowed in recent
months following the imposition of an additional 25% import duty
in early July, but August U.S. shipments of 442 tons was still higher
than August 2017, when shipments were ramping up following the
market opening in June. U.S. beef exports to HK, including variety
meats, fell back in August from year-ago levels, and the Jan-August
pace (75,004 tons) is now roughly even with that of a year ago.
U.S. Beef & Variety Meat Export Value
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