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The beef cutout managed to grind higher last week on firm rib demand,
and increased buying interest in briskets. Last week’s live cattle harvest
was slightly lower than that of the previous week, which supported
wholesale beef values. Carcass weights continue to run below year-ago
levels. The last data from mid-July show average national steer weights
at 393 kgs., and average heifer weights at 361 kgs. The lower year-on-
year averages are providing some encouragement to the market, which is
expecting total beef supplies to grow 1% this year. The latest outlook on
trade prospects were mixed last week as the administration announced
fresh 10% tariffs on $300 billion of Chinese imports, while also
announcing the conclusion of a new U.S. beef market access package to
Europe (see TRADE next column). We will be providing a more complete
overview of H1 2019 beef exports in next week’s bulletin, but overall, the
total volume of U.S. beef and beef variety Jan-June exports totaled just
below 619 thousand tons, -1.9% year on year. The value of exports
reached U.S. $3.942 billion, -0.9% year-on-year. While exports to many
markets grew, steep volume declines were registered in shipments to #4
& #5 markets Canada (48.7 thousand tons, -17%) and Hong Kong (38.5
thousand tons,-34%).
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Beef Choice Beef Cutout Value:5/8/2019 - US$214.70/cwt. (<+1%
from 29/7/2019)

The pork cutout eked out more gains last week as international buying
interest for hams, and a strong uptick in belly values (+10% week-on-
week), drove the composite index of primal values higher. Although cash
values, rose, rising trade tensions with China caused hog futures to sink
late last week, with the most active October contract hitting the lowest
price level in 9 months. As of last Friday, October futures were trading at
a 13% discount to the nearby August contract, suggesting that analysts
expect pork prices to fall as harvest levels start to ramp up in Q4. The
media has tried to link the U.S. administration’s new threatened tariffs on
China to a 14,700 ton downward adjustment to weekly U.S. pork sales
that were reported in USDA’s latest export data, but the sales adjustment
pre-dates the administration’s August 1 announcement. U.S. pork primal
prices have shown significant fluctuations this summer, with ham and
belly values being whipsawed by the uncertainty of trade market access.
The market is likely to see additional volatility following this morning’s
announcement by the Chinese government that it will cease further
purchases of U.S. agricultural products, although details on the exact
scope of the new restrictions is unclear. In the meantime, the U.S.
Treasury named China a currency manipulator just a day after the
Chinese Renminbi sank below RMB 7=US $1. The RMB has devalued
approximately 5.5% since reaching a near-term high in late February of
6.685.

Hog Carcass Cutout Value: 5/8/2019 - US$88.13/cwt. (+5% from
29/7/2019)

ACTIVITIES:
Restaurant & Bar, Hong Kong: Sep 3-5, 2019

World Pork Congress, Chengdu: Sept 25-26, 2019
FHC, Shanghai: Nov 12-14, 2019

U.S. sausage processing giant Johnsonville LLC has formed a joint
venture, called Frabelle Corp., with Manila-based Frabelle Fishing Corp.
to manage Johnsonville’s business in the Philippines. Johnsonville-brand
sausages will be sold exclusively through Frabelle’s sales and marketing
network.

MOVING AHEAD

USDA has announced new details of its U.S. $16 billion package of
support for America’s farmers. The program is the 2nd installment of
farm aid following the U.S. $12 billion allocated in late July, 2018. The
funding support is being provided to counter the impact of tariffs & other
trade actions that have hit U.S. farm good exports. Like the first tranche,
the new support package will consist of $14.5 billion of direct payments
to producers under the Market Facilitation Program (MFP), direct
government purchases of U.S. $1.359 billion of commodities for
distribution to low income families and food banks under the Food
Purchase and Distribution Program (FPDP), and an additional $100
million in funding for export promotion under USDA’s Agricultural Trade
Promotion Program (ATP). Hog producers will be eligible to receive $11
per head, based on their inventories between April 1 and May 15, 2019.
The value of total U.S. agricultural exports during the 1st half of 2019
reached U.S. $67.7 billion, -5.4% from the pace of last year. H1 2019
agricultural exports to #4 overseas market China dropped -19.6% to U.S.
$5.44 billion.

TRADE

At a White House ceremony last Friday Aug. 2, President Trump, USTR,
and EU officials formally signed an agreement granting the U.S. a
country-specific share of the European Union’s 45,000 ton duty-free
high-quality beef (HQB) quota. According to the USTR press release,
annual duty-free U.S. beef exports could grow from $150 million to $420
million when the agreement is fully implemented. The U.S.-specific share
of the quota will begin at 18,500 mt and will increase over 7 years until
reaching 35,000 mt. Other major beef suppliers, including Uruguay,
Australia and Argentina, New Zealand and Canada will share the
remainder of the quota volume. Although the agreement was approved
by the European Council in mid-July of this year, European Parliament
consent is still required before new higher quota tonnages are allocated,
but observers believe the new arrangements may begin to be
implemented by the beginning of next year. In 2016, the National
Cattlemen’s Beef Association, the U.S. Meat Export Federation, and the
North American Meat Institute requested USTR to initiate tariff penalties
under Section 301 of the Trade Act to enforce the WTO Organization
dispute finding in favor of the United States against the EU’s ban on the
use of hormones in cattle production. U.S. beef exports to the EU have
struggled in recent years, with the current restrictive quotas being filled
within weeks of each quarterly announcement. This has disrupted the
supply chain and processing schedules for EU-compliant U.S. cattle, as
97% of U.S. product is shipped chilled. The new quotas should increase
the supply of available U.S. beef for China, since it maintains similar
import conditions as the EU.
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