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The cutout slightly weakened last week as plants harvested more
cattle, bringing more beef onto the market. Values of most primals
eased, but analysts note that the overall market has been supported by
significantly higher year-on-year wholesale prices of 50s trimmings,
the raw material used in ground beef production. Prices of leaner
trimmings also gained last week as retailers gear up for ground beef
featuring in advance of the July 4th Independence Day holiday. Live
cattle prices drifted seasonally lower last week while cattle futures
remain choppy with an overall negative overtone. With wholesale beef
prices remaining mostly steady, the drop in live fed cattle prices is
creating sizeable margins for beef processors. Fed cattle prices
normally fall 15% from their spring high into their fall lows, and with
rising corn costs, USDA is now predicting slightly lower average cattle
prices during the 2nd half of the year. They are also predicting that
higher corn costs could slow the entry of cattle into feedlots later this
year, as feeding margins have now turned negative. Another factor that
may hold back placements are America’s current excellent pasture
conditions, which USDA’s NASS is showing as being close to the best in
25 years. With higher priced corn, cow-calf operators and stocker
operations may try and put as much weight as possible on cattle before
placing them into feedlots. The industry is already relatively current in
terms of supplies of front end cattle (see graph below), but if the rise in
fed cattle prices doesn’t match that of feed prices, the cow-calf
producer will get squeezed and the current slowdown in the herd
expansion cycle may be accelerated. May’s cattle on feed report saw
higher placements into feedlots than expected, but overall, few

analysts are worried about a supply glut this summer.
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Beef Choice Beef Cutout Value: 24/6/2019 - US$219.74 /cwt. (-1%
from17/6/2019)

Weakness in the ham market and continued uncertainty over export
demand caused the cutout to fall markedly last week. The pork cutout
dropped 4.9% from the previous week, closing at $0.79/Ib. It was the
first time since mid- March that the cutout fell below year ago levels.
Fourth of July demand helped strengthen rib and butt prices last week,
but heavy bone-in ham values adjusted sharply lower last week (-
19%) from the higher prices of April (see graph below). During May,
U.S. pork production grew +2% from May 2018 levels, as weights (May
average = 130 kgs.) and slaughter (+1%) grew. Late last week, the June
CME futures contract tumbled the daily 3-cent limit, prompting the
exchange to temporarily expand the limit to 4.5 cents from yesterday’s
trading.
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ACTIVITIES:
Restaurant & Bar, Hong Kong: Sep 3-5, 2019

FHC, Shanghai: Nov 12-14, 2019

U.S. lamb & mutton meat production last year grew to its highest
level since 2014, arresting a four year slide. Production totaled
63,339 tons +5% from 2017 output. The U.S. is a net lamb
importer, with total overseas outbound shipments reaching
12,886 tons last year (U.S. $23.5 million). Mexico accounted for
half of all exports last year by value, but 84% of volume. Other
principal export destinations include the Bahamas, Aruba and
Canada (see map below). The U.S. imported 115 thousand tons of
lamb last year, mostly from Australia (84,156 tons) and New
Zealand (29,023). U.S. lamb exports still face bans in some
markets, including Korea and China. China is by far the globe’s
largest lamb importer (and producer and consumer), with 2018
arrivals reaching just below 319 thousand tons, a record level.
With zero import duties, New Zealand is the largest supplier to
China followed by Australia, and in 2018, China accounted for 46%
of New Zealand’s total sheep meat exports and 21% of Australia’s
trade. China’s growing lamb appetite has supported high prices in
Australia and New Zealand. However, output in the two lamb
powerhouses is expected to tighten in the 2nd half of the year.
Australia’s 2019 lamb production is forecast to total 477 thousand
tons, or -7% from 2018. New Zealand’s lamb production is
expected to reach 352 thousand tons in 2018/19, the 5th
consecutive year of lower production. NZ lamb & mutton
production has been on the decline in recent years due to the
higher returns of dairy farming and forest
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TRADE

Meat traders in China are reporting that eastern and interior cold
storages in China are full, creating logistical headaches as more
imported beef and pork arrives at China ports. Pork export data
from the EU, the largest supplier to China, was released last week
and it showed a large spike in shipments (see graph below) during
April. The large April numbers brought total EU shipments of pork
and pork variety meats (pvm) to China during the 1st 4 months of
the year to 601,132 tons, +29% and for China/HK combined
676,940 tons, up 21% year-on-year. As Chinese pork supplies
contract, China is buying more imported muscle cuts for further
processing such as dumpling production. Jan-April pork muscle
cut exports (i.e. no variety meats) by the world’s major exporters
to China were up 33% to 566,477 tons. EU shipments of muscle
items was up 44%, Canada up 51%, and Chile up 17%, while Brazil
was down 1% and U.S. down 4%.
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