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SUPPLY & DEMAND

The beef cutout value eased slightly last week as plants increased their
harvest levels and weekly beef production surged. Plants found
willing sellers at feedlots who have been unloading cattle that have not
performed well through the harsh winter weather conditions.
According to analysts, through the late winter and this early spring,
feedlots have been replacing cattle that have been weather challenged;
for example, February placements of cattle into feedlots were the 2nd
highest on record for this month ever. Although feeding conditions this
past winter were some of the worst in recent years, larger overall
supplies of cattle have stunted increases in live cattle prices, and the
spring average high for live fed cattle never exceeded the U.S. $130 per
hundred pounds live weight benchmark (cwt) that was realized last
year. Live fed steers last week averaged about U.S. $126/cwt. Beef
production will be increasing in the weeks ahead and the futures
market is expecting seasonally weaker prices, despite the impact of the
bad weather. Over the past 28 years, live fed cattle prices have
declined an average of 15.6 % between the high during Q1 and the 2nd
quarter low. Analysts expect a similar pattern to play out this year, but
the weather issues may limit the downside. On the demand side,
domestic beef movement is being described as robust, while weekly
data shows exports to main markets through March 21 were 18%
lower than the pace of a year ago.
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Beef Choice Beef Cutout Value: 1/4/2019 - US$226.84/cwt. (<-1%
from 25/3/2019)

Pork prices registered another aggressive jump upward last week,
with the cutout increasing 8% from the previous week, the 5t
consecutive week of increases; last Friday, the cutout was at its highest
level since July 2018. Last Friday’s close of $ 0.81/lb. was 28% higher
than the $0.64/1b. level of 3 weeks ago. All primals gained through last
week, including hams (+12%), picnics (+11%), butts (+11%), bellies
(+8%), loins (+6%), and ribs (+4%). Rumors and speculation about
increased China pork purchasing has been driving optimism, but
China’s trade numbers to date show more excitement on the beef than
pork side (see TRADE next column). Hog futures prices cooled last
week and closed mixed yesterday on the absence of fresh news of
China pork purchases. U.S. pork production so far this year is up 2.8%
and USDA’s quarterly hog inventory report shows the expansion will
continue through this year (see MOVING AHEAD next column.)
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Hog Carcass Cutout Value: 1/4/2019 - US$82.15/cwt. (+2% from
25/3/2019)

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

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

MARKET MAKERS

STX Beef Co. has re-opened the former Kane Beef plant in
Southern Texas and stated it hopes to quickly ramp up harvest
beyond the 25% capacity level it commenced with last week. At
full capacity, the plant harvests 1,400 head per day, ranking it as
the 12th largest beef packer in the U.S.

MOVING AHEAD

Despite the recent price spikes reported in this Bulletin over the
last several week, USDA’s newest quarterly Hogs & Pigs Report last
Thursday (March 28) showed that the U.S. continues to hold large
inventories of swine and that producers continue to expand.
According to USDA’s count of all hogs and pigs on March 1, 2019,
the total U.S. inventory of swine stood at 74.296 million head, up
2.1% from a year ago, but down slightly from the Dec. 1, 2018
report. Breeding hogs totaled 6.349 million head, up 2.2% from a
year ago, and up slightly from last quarter. USDA’s report aligned
with most analyst’s expectations, although producer intentions to
farrow hogs this coming summer was below forecasts. USDA has
recently reduced its growth estimate for U.S. pork production this
year to +3.8% year-on-year, but that is still an aggressive
expansion given current record production levels. Speculation
over African Swine Fever export demand is not the only reason
prices have quickly firmed. Prices in early March were very low,
prompting forward buying by a range of large domestic users who
saw great value across many pork primals. In addition, the early
March opening of the new Prestage Foods packing plant added
new capacity and fresh demand for live fed hogs. In its recently
released Long-term Projections Report, the USDA forecasts that
U.S. pork production will edge past beef production at just over 30
billion pounds (13.6 million tons) per year by 2028.

TRADE

The world has been watching China’s various data sources for
indications that the country is stepping up purchases of imported
pork to help fill any supply hole that may result from ASF-related
supply gaps. But just-released February trade numbers show that
the country’s pork imports for the first 2 months of the year of
approximately 342 thousand tons was a level similar to the pace of
last year, and substantially below that of 2017 (see table below).
On the other hand, beef imports have surged, with beef & variety
meat imports of 216,660 tons up 55% from the record pace of last
year. Despite 37% duties, U.S. beef imports were only 4% lower
than the pace of Jan-Feb 2018 when tariffs stood at the most
favored nation (MFN) rate of 12%. South American beef continues
to dominate the market: Brazil (50,330 tons, +22%), Uruguay
(47,743 tons, +35%) and Argentina (46,700 tons, +149%),
accounted for 67% of China’s Jan-Feb imports. China’s appetite for
grain-fed beef continues to gush, with Australia’s grain-fed
shipments to China increasing 79% year-on-year; through the 1st2
months of this year, grain-fed beef accounted for about 6% of total
shipments.
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