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SUPPLY & DEMAND

The beef cutout moved slightly higher last week, as weather continued to
disrupt the movement of feed, cattle and beef in the Midwest. Nebraska
has suffered the most widespread devastation in the state's history
according to state agricultural officials, and the flooding may still worsen.
Seventy seven counties out of 93 in the state have declared county-wide
emergencies, and flooding has already caused $400M of livestock losses
and $440M of crop losses from fields left unplanted or planted late.
Nebraska had already experienced higher than normal calving losses
because of extreme cold, and although last Friday’s cattle on feed report
showed higher placements of cattle into feedlots during February, bad
weather has affected cattle performance, which should result in the
continuation of year-on-year lower slaughter weights of fed cattle. For the
week ending march 9, before the major flooding, average harvest weights
were already 16 pounds under year-ago levels. Every 8 pound reduction in
carcass weights results in 1% lower beef production. Despite lighter
weights, USDA’s report last week suggests the U.S. will have more cattle on
April 1 than ever for that date, and that fed cattle supplies will be large in
the summer.

Beef Choice Beef Cutout Value: 25/3/2019 - US$229/cwt. (<+1% from
18/3/2019)

After increasing by 5% 3 weeks ago and 7% the week before last, the pork
cutout surged another 10% last week, gaining 7 cents/Ib. from last week to
$0.75/1b., the highest since November 2018 and above year-ago levels for
the 1st time this year. All primal values moved higher, but the ham primal
saw the biggest week-over-week gains (+19%, see graph below) followed
by the belly (+10%), loin (+9%), butt (+8%), picnic (+8%), and rib (+4%)
primals. Just 1 month ago, hams were trading at 4-year lows. Continued
news about pork shortages in China drove futures higher, with contracts
moving limit up during several days last week (see 2nd graph below). USDA
released its latest estimates of the impact of ASF on China’s pork industry
and is forecasting that by the end of 2019, China’s total swine inventory
will be down 13% to 374 million head. Pork production will decrease by
5% to 51.4 million metric tons (MT), with the reduced supply only slightly
offset by weakened demand. USDA estimates that China will increase pork
imports, excluding variety meats, by 33% to 2 million MT this year. Some
analysts have called USDA’s forecasts conservative, and believe the
production shortfall could exceed 20%. A 20% decline in production
exceeds 10 million tons, roughly 25% more than the entire volume of pork
traded internationally last year.

Heavy Bone-in Hams (EE)
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Hog Carcass Cutout Value: 25/3/2019 - US$80.20/cwt. (+11% from
18/3/2019)

MARKET MAKERS

Tyson Fresh Meats has rolled out a new DNA testing capability which
will allow individual cuts of meat to be traced back to their origin to
ensure they conform to the strict requirements of the brand. The
technology will first be applied to its Open Prairie Natural Angus Beef
brand. Tyson advertises Open Prairie as antibiotic and synthetic
hormone-free, and fully traceable back to the birth ranch. The
technology incorporates the proprietary DNA TraceBack® traceability
system developed by Ireland-based IdentiGEN, which calls it the most
advanced meat traceability system available (see www.identigen.com).

MOVING AHEAD

New research conducted by USDA’s Agricultural Research Service
(ARS) shows that U.S. pork producers are adhering to responsible on-
farm usage of approved veterinary drugs. An ARS scientist tested over
1,000 pork kidneys purchased from Midwest grocery stores and tested
them for commonly used veterinary drugs and feed additives including
flunixin, penicillin G, ractopamine, sulfamethazine and tetracycline.
Livers are ideal for such studies as residues tend to concentrate in this
organ’s tissues. Only 6 samples from the 1040 tested—Iless than 1% —
were positive for antibiotics and the residue levels in these few
samples were still far below allowable limits. Further testing was
conducted using a more sensitive Enzyme-Linked Immunosorbent
Assays (ELISA test), which can measure residues at far lower
concentrations than regulatory tolerances, and found that residue
levels of all veterinary compounds, including of ractopamine, were
well below U.S. FDA limits. Interestingly, only 22% of the kidneys
tested indicated any presence of the feed additive ractopamine.
USDA’s FSIS conducts annual widespread testing of chemical
compounds including approved and unapproved veterinary drugs,
pesticides, and environmental compounds.

TRADE

A month ago, we reported record breaking Philippine meat and pork
imports in 2018. Below is a graph showing 2018 Philippine trade in
beef and poultry as well. As a price sensitive market where most meat
& poultry is further processed, the Philippines could face challenging
pricing on imported pork if shortages in China translate into higher
global prices. It is difficult to estimate what percentage of total meat &
poultry is further processed, but on the beef side, only a little over 10
thousand tons of the total of the total 164 thousand tons of beef and
buffalo imported last year was categorized as “choice cuts”. Roughly
two-thirds of the 288 thousand tons of chicken imported last year was
mechanically deboned meat for processing, according to Philippine
customs statistics. The Philippine’s Meat Importers & Traders
Association Inc. late last year publicly advocated for lower meat
import duties on meat & poultry imports, citing the high percentage of
incomes spent on food among most of the population. An estimated
one-fifth of the Philippine population lives below the poverty line.

Philippines: Jan- Dec Meat & Poultry Imports
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ACTIVITIES:
SIAL, Shanghai : May 14-16, 2019

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

Web: www.usmef.org.cn
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