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SUPPLY & DEMAND MARKET MAKERS

Most beef primal values drifted lower last week as turkey-centric
Thanksgiving purchasing dominated wholesale & retail activity last
week. Live cattle prices also softened, while futures firmed on news
that Japan may eliminate its 30-month-and-under age restrictions for
U.S. beef imports.  Beef export sales reported to the USDA for the
week ending November 8 showed activity below the most recent 4-
week period, but exports to main markets (excluding variety meats)
through early November are still 14% higher than the pace of a year
ago. Analysts will be closely watching this week’s cattle-on-feed
report to see if placements of cattle into feedlots during October
continued at higher than year ago levels. Cold and wet weather has
seen some deterioration in feedlot conditions which could slow
placements and result in operators keeping existing cattle-on-feed in
lots longer. Average cattle harvest weights increased last week, but
remain below year-ago levels due to increased cow slaughter. Both
beef & dairy cow slaughter has been running above year ago levels for
most of this year. Since July, the number of culled cows and bulls has
increased by 12% compared to the same period last year. Dairy
producer margins have eroded this summer and fall, resulting in more
dairy cows entering the slaughter mix (see MOVING AHEAD next
column.) The larger cow harvest is providing more ground beef
supplies to the market, resulting in consumer prices 12% below those
of a year-ago.
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Beef Choice Beef Cutout Value: 19/11/2018 - US$213.39/cwt.
(-2% from 5/11/2018)

The pork cutout closed lower week-on-week last Friday, the result of a
record harvest (2.626 million head) week and lower values for all
primals. In advance of Thanksgiving, packing plants usually ramp up
harvests to ensure adequate supplies through this holiday-shortened
week. Pork tenderloin values jumped last week, but they are coming
off extremely low levels and remain an attractive feature. Otherwise,
Thanksgiving turkey demand resulted in lower buying interest last
week for hams, bellies and butts. Despite weakness in the cash
market, Chicago Mercantile Exchange lean hog futures surged on
Friday, closing up their daily trading limit, following news that African
Swine Fever had been detected in China’s Sichuan province and in a
wild boar (see TRADE next column). The market also received a boost
from U.S. administration comments that it had received an offer from
China to relieve current trade tensions. Plentiful pork supplies have
meant cheaper prices for consumers at retail stores; market analysts
Urner Barry calculate that average supermarket prices for pork
roasts and loin cuts are down 6% and 17% respectively from year-ago
levels. Year to date U.S. pork production is up 2.8% from last year
with slaughter up 2.4%.

Hog Carcass Cutout Value: 19/11/2018 - US$68.81/cwt. (-8%
from 5/11/2018)

ACTIVITIES:
SIAL, Shanghai : May 14-16, 2019
Hofex, Hong Kong: May 7-10, 2019

Korea meat processer CJ CheilJedang has purchased an 80% stake in
prepared foodservice & retail meal provider Schwan’s. Schwan’s
operates 17 manufacturing facilities and 10 distribution centers in the
United States and employs 12,000 people. It is a leading purveyor of
foodservice ready-to-heat pizzas and Asian meals, such as pot stickers.

MOVING AHEAD

A weak U.S. domestic dairy market is causing more cow slaughter,
affecting both average cattle weights, prices for lean grinding beef - the
main product derived from cows - and total beef production. Through
May, prices for dairy items such as cheese barrels, blocks, and butter
were firm, but have since deteriorated and are running at levels far
below those of a year-ago. The market weakness has led to an
increased culling of dairy cows. Total cattle harvest is comprised of
that from steers, heifers, beef cows, dairy cows, and bulls. Steers are
by far the largest component, but in the last 4 reporting weeks, dairy
cow slaughter has been running 5.5% above the similar period in
2017. The marginal increase in dairy cow slaughter is causing a
decline in average carcass weights of all animals, and although the
annual 2018 average slaughter weight of all cattle may be near the 5-
year average of 2012-2016, it could be 12-15 pounds below that of last
year. For the week ending November 10, dressed cattle weights - of
all cattle types - averaged 824 lbs (374 kgs.), 3 pounds lower than a
year ago. Both steer and heifer carcass weights are running below
year-ago levels as well, a sign that the marketing of cattle from feedlots
is current. Recently, wet weather in the southern plains has adversely
affected weight gains as well, also resulting in lower fed cattle weights.

TRADE

Rising imported pork prices at the wholesale level, and media reports
of the detection of the ASF virus in Chinese animal feed products, is
driving more speculation about increased pork import demand by
China next year. Analysts estimate that a 10% drop in Chinese pork
production could lead to increased imports of up to 1.5 million tons. A
similar scenario unfolded in 2016 when the PED virus crimped
mainland production, causing direct imports to nearly double to just
under 3 million tons from the 1.553 million ton level in 2015.
Although the national average pork price remains above estimated
costs of production, in ASF affected provinces such as hard-hit
Liaoning province, current prices are far below production costs as
transportation restrictions curtail live hog and product movement (see
graph below). Low prices are expected to encourage culling and push
small to medium operators to exit the industry. Although there is no
indication of mass avoidance of pork by consumers, prices for other
meats are trending higher, suggesting there could be some
substitution of poultry for pork. Broiler prices are at multi-year highs
as well as beef prices, and both are moving higher although this
follows seasonal trends. Pork demand from other Asian markets is
strong, with Korea’s Jan-Oct imports up 22% to 380,500 tons.
Traders also report strong chilled imported buying interest from
Japan.
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