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NOTE: Ghis is the bast U.S. Meat Bulletin of 2018. The U.S.
Meat Expont Federation’s sia staff wishes you and your
families the waunest heliday seasen and a prospercus 2019.

SUPPLY & DEMAND

The beef cutout again moved sideways last week, marking
another week of unremarkable price movements. Ribs and
tenderloin values have eased, albeit from very high levels. Q1
typically sees a seasonal slowdown in beef demand as meat
cases return to a post-holiday assortment and bargain cut
featuring increases. Although beef production is expected to
increase by 3.1% in 2019 (see graph below), demand should
exceed that of last year as well. Beef availability will drop in Q1
as it always does, though the drop from December to January
will be larger than average. Lower year-on-year fed cattle
weights signal that feedlots are marketing cattle in an orderly
manner, which has helped drive futures higher. In addition, the
placements of cattle into feedlots was lower year-on-year during
the September to November 2018 period. Analysts note that
beef by product values — especially hides — continue to weaken.
Quarterly U.S. Beef Production Fo

Beef Ch0|ce Beef Cutout Value: 17/12/2018 US$212 67/cwt.
(-1% from 10/12/2018)

The pork cutout value increased last week, the 2" consecutive
week of gains. That said, trading was unsettled given the
proximity of next week’s holidays, and holiday ham values
started to see weakness as Christmas buying by processors
slowed. Year to date U.S. pork production is up 2.6% from last
year with slaughter up 2.4%. Last week’s slaughter reached a
high 2.612 million head, up 2.1% from last week and up 1.4%
from last year. Live weights were 286 Ibs. (129.7 kgs.), up 1 Ib.
from last week and steady with last year. Pork production is
expected to increase by 5.3% next year, and will be supported
by plentiful grain supplies. But corn prices have risen lately due
to very strong exports to Asia since the beginning of the
marketing year on September 1 (see MOVING AHEAD next
column). The U.S. accounts for 34% of total global corn
production and 38% of exports (estimated 2018/19).
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2015: +7.2% 11.11 MMT |
2016: +1.8% 11.31 MMT
2017: +2.6% 11.60 MMT
3.6 2018F: +2.8% 11.94 MMT
2019F: +5.3% 12.57 MMT
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DE Rep
Hog Carcass Cutout Value 17/12/2018 US$71 96 /cwt.
(-1% from 10/12/2018)

ACTIVITIES:
SIAL, Shanghai : May 14-16, 2019

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

MARKET MAKERS

The world’s largest restaurant chain McDonald’s announced last
week new strategic policies to reduce the usage of medically
important antibiotics in the cattle from which it sources its beef.
Specifically, the group stated that by the end of 2020 it will establish
usage reduction targets for medically important antibiotics in its 10 most
important beef sourcing markets. McDonald’s also announced it was
joining the U.S. Centers for Disease Control and Prevention (CDC)’s
Antimicrobial Resistance (AMR) Challenge.

MOVING AHEAD

Despite large harvests and Chinese import duties, December has
been a good month for U.S. corn prices, and other agricultural
crops in general. This month alone, the price of corn has risen from
U.S. $3.50 a bushel to more than $3.80 (39.368 bushels = 1 metric
ton), an 8% gain (see graph below; note prices in RMB/kg.). Mid-
summer 2019 futures contract prices have moved higher as well.
Analysts believe the recent gains are related to the Trump-Xi
announcements following their dinner at the G20 meeting. Media
reports last week of a large Chinese purchase of U.S. soybeans
should provide additional momentum to the market. This year’s
U.S. corn harvest of 371.5 million tons did not match the records
set in 2014 and 2016, but average yields will likely be the highest
ever. Corn prices are critical variables to beef and pork producers.
For cattle, feeder cattle normally show an inverse price relationship
with corn, as the grain is one of the main variable costs in feedlot
production systems. Most analysts project that 2019 corn usage by
the U.S. livestock, seed, ethanol, and further processing industries
will be similar to that of this year, making exports the wild card in
the overall supply and demand picture. However, China isn’'t even
on the top 10 export destinations of U.S. corn. As a market, it has
imported, from all suppliers, an average of 3.32 million tons
annually over the past 5 years, far less than the 14.6 and 9.7
million tons imported by Japan and Korea respectively. But
China’s corn importation has been erratic in recent years, and
President Xi has pledged it would buy more U.S. agricultural
products as part of a trade deal, raising hopes for larger U.S.
exports next year.
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TRADE

It is looking like the U.S. dollar is closing out the year on a high
note, meaning U.S. beef and pork exports exports continue to face
strong currency headwinds, similar to conditions in Dec 2015.
Compared to mid-Dec 2017, the USD was stronger vs. the Euro by
4%, the Canadian dollar by 4%, the Brazilian real by 17%, the
Chinese RMB by 4%, the Chilean peso by 5% and the Mexican
peso by 6%. The stronger dollar also means that global pork
prices, when stated in US dollar terms, are lower year-on-year,
although weak Chinese import demand is also a contributor.
Compared to last year, Nov live hog prices were lower for both
major importers and major exporters: Japan -24%, Brazil -19%,
Korea -16%, EU -10%, U.S. -10%, China -9%, Canada -8%,
Taiwan -7%, Chile -3% and Mexico -3%. Weaker currencies partly
contributed to lower prices in USD terms, especially in the case of
Brazil and Mexico.
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Quarterly U.S. Beef Production Forecas

2015: 10.75 MMT, -2.3%
2016: 11.44 MMT, +6.4%
2017:11.88 MMT, +3.8%
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