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SUPPLY & DEMAND MARKET MAKERS

Last week was quiet for the beef market as Thanksgiving turkeys
and hams dominated retail demand. The U.S. beef cutout was
mainly unchanged last week from the previous week, but retail
stores will shift back to more beef features as consumers turn
away from poultry. Live cattle prices edged up to their highest
level since May as the beef industry prepares for a large harvest
week this week. The outlook for live cattle prices remains
somewhat bullish, as the peak harvest season has now ended and
seasonally, prices normally advance into late winter. Fed cattle
continue to perform well in feedlots. For the week ending
November 9, the percentage of fed cattle meeting the USDA PRIME
grading requirement reached 9.81%, a new record. Ten years ago
during the same week, the percentage of cattle grading PRIME was
3.21%. During the same week last year, only 6.57% of fed cattle
graded reached PRIME. A week ago, the USDA released its latest
cattle-on-feed report, and it showed that there were fewer cattle in
feedlots on November 1 than analysts had predicted. Placements
of cattle into feedlots during October fell more than estimated,
with most of the decline coming in the 600-800 pound category, or
those cattle which will be finished and marketed in February and
March of next year. USDA surveys feedlots that have at least 1,000
head of cattle in 16 major cattle feeding states, which together
account for an estimated 98% of national capacity of larger
feedlots. Some state surveys show that the percentage of cattle
held in small feedlots - those with under 1,000 head - may be
declining because of the high cost of feeder cattle and overall
industry consolidation. Most feedlots with under 1,000 head are
operated by farmer-feeders who also have large grain holdings,
and who feed their grains in small feedlots on their properties. In
Iowa for example, sales of fed cattle from feedlots with a capacity
of >1,000 head during 2017 represented 59% of total cattle
marketed from all feedlots in lowa; nationally, the figure is 87%.
Beef Choice Beef Cutout Value: 27/11/2018 - US$214.00/cwt.
(<+1% from 19/11/2018)

The pork cutout moved lower last week in an unsettled market.
While some purveyors were trying to meet rush orders for
Thanksgiving hams, others were awaiting new post-holiday orders
starting this week. The week is getting off to a challenging start
with severe Midwest weather, which could disrupt deliveries of
live hogs to plants. Normally, the largest slaughter weeks of the
year occur between Thanksgiving and mid-December. Despite
record pork production and painful punitive Chinese and Mexican
tariffs, pork market fundamentals continue to perform well.
Analysts cite five reasons for the current market strength: 1) pork
producers have remained current in their live hog marketings to
plants, evidenced by steady market hog weights; 2) retail pork
prices are affordable, with hams selling at 10 year lows and pork
loins selling below pork butts; 3) meat consumption is increasing,
likely driven by strong economic fundamentals but also changes in
dietary preferences; 4) African Swine Fever in China is likely to
lead to greater import demand by the world’s largest pork
importer; 5) despite tariffs and trade access issues, U.S. pork
exports so far this year are up on last year’s pace. Third quarter
U.S. pork exports advanced 5.3% (volume) compared to the third
quarter of 2017. For the most recent reporting week of November
9-15, pork exports (excluding variety meats), set a marketing year
high.

Hog Carcass Cutout Value: 27/11/2018 - US$68.27 /cwt.

-1% from 19/11/2018

ACTIVITIES:

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

According to the much watched Cattle Buyers Weekly (CBW)
annual survey, JBS USA has become the top beef processor in the
U.S. based on daily harvest capacity. CBW calculated that the JBS
USA’s 9 U.S. facilities have a daily ability to process 29,000 head
versus 28,000 head for former #1 processor Tyson Foods. Tyson
reports greater annual beef sales (value) than JBS however. CBW
calculated that current U.S. beef processing capacity at the
country’s 50 largest plants totals 126,870 head per day, slightly
above the level of a year ago. The top 5 packers reported a single
day capacity of 99,000 head across their combined 27 plants.

MOVING AHEAD

As noted in column 1, US. pork exports have performed
unexpectedly well, and despite punitive tariffs remaining in place
in main markets China and Mexico. Through November 15, weekly
export data shows that shipments to main markets Japan, Korea,
Mexico, Hong Kong, China, Australia, Canada, and Colombia are
up 4% on the pace of last year. According to the Daily Livestock
Report, the 27,140 tons of U.S. pork exported during the latest
reporting week was the highest weekly volume since reporting
began in 2013. The major decline this year has been in shipments
to China, which are off 60% from the pace of last year, but 81%
from that of 2016. Increases in combined U.S. sales to Australia,
Korea and Colombia have nearly offset the steep decline in
shipments to China.

W.5. Pork, 2018 Weekly Exports and Net Sales
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U.S. beef exports to China - though very small - have held up even
after the imposition of an additional 25% duty on July 6 of this
year. During the last reporting week of November 9-15, U.S. beef
shipments to China totaled roughly 6 containers, not any order of
magnitude larger or smaller than shipments before the tariff
action (see graph below). U.S. beef is already the highest priced in
the marketplace. For example, during the month of September, the
average value of a ton of U.S. beef exported to China - chilled or
frozen - was US $ 8,392, higher than the US $7,721 per ton average
for all Australian chilled-only beef. Through September, the U.S.
exported just over 5,000 tons of beef to China, making it the 11th
largest export destination.

Weekly Beef Exports to China since June 2017
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