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SUPPLY & DEMAND

The beef cutout advanced last week as retailers started to position
ordering for the upcoming end-of-summer U.S. Labor Day holiday
(Sept 2). Historical data shows the beef cutout normally advances
through August following tepid consumption through the hot “dog
days” of summer. Live cattle prices remained largely flat last week.
Through early August 71.7% of U.S. beef production graded USDA
CHOICE compared to 71.5% last year, and 8.6% of fed beef
production reached the USDA PRIME grade compared to 7.4% last
year. The percentage of fed beef production grading USDA SELECT
has declined. That said, PRIME beef grading percentages usually
decline during the summer, and this year was no different except
demand for higher graded beef has remained firm. Trade reports
suggest that big U.S. retail chains COSTCO and Sam’s Club made
large PRIME purchases in July, which supported prices. Wholesale
PRIME ribeye prices have been increasing since June, and for the
week ending August 6 were up 42% from last year, reaching the
highest level since the 2017 summer highs.

2018 ytd: 7.4%
2019 ytd: 8.6%

Prime Production:

2017: +10% (+55,800 mt)
2018: +35% (+204,816 mt)
2019 ytd: +16%
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Beef Choice Beef Cutout Value: 12/8/2019 - US$218.62/cwt. (+2%
from 5/8/2019)

The pork cutout strengthened again last week, rising 3% to reach the
highest value since August 2017. Last Friday the pork cutout value
stood 24% higher than the same week last year. As the chart shows
below, the sharp increase in the cutout has been driven almost solely
by gains in belly and ham primal values; the average wholesale
prices of those 2 items have increased approximately 40% and 25%
in the last 3 weeks alone. While pork wholesale prices have
strengthened, live hog values have fallen. Weekly slaughter volumes
have been on the seasonally low side over the past few weeks, but
analysts are predicting that harvest activity will move upward from
this week, and remain elevated for the remainder of the year. Like
live hogs, pork futures have fallen in recent days due to continued
trade friction and fears over the vague announcements last week
that China would halt imports of all U.S. agricultural goods. With the
cash cutout standing at about U.S. $90/cwt. (100 pounds), CME
October futures closed last Friday at just under U.S. $67/cwt. Year to
date U.S. pork production is up 3.9% from last year with slaughter up
3.3%.

Change in Primal Values, Per Head Basis
Week ending August 9, 2019 compared to August 10, 2018
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Hog Carcass Cutout Value: 12/8/2019 - US$90.19/cwt. (+2% from
5/8/2019)

ACTIVITIES:

World Pork Congress, Chengdu: Sept 25-26, 2019
Restaurant & Bar, Hong Kong: Sep 3-5,2019

FHC, Shanghai: Nov 12-14, 2019

MARKET MAKERS

Eighty-two-year-old Strauss Brands LLC, a family owned and
operated purveyor of specialty meats including grass-fed and organic
beef, as well as veal and lamb, has been purchased by Texas-based
private equity firm Insight Equity Holdings. Strauss Brands is
based in Wisconsin near Milwaukee and will continue to be operated
by Strauss family members descended from the owner, Milton
Strauss.

MOVING AHEAD

China’s hog prices reached a milestone last week, with the official
national average live hog reference price exceeding 20 RMB/kg (U.S.
$2.83/kg.) for first time since 2016. Live hog prices are now 47+%
higher than year-ago levels. As a comparison, U.S. live hog reference
prices last week were approximately U.S. $1.28/kg. China swine
industry analysts Boyar estimate China’s sow inventory in late July
was down 27.5% from year-ago levels and total hog inventory was
down 32%. China’s Ministry of Agriculture last week announced that
it had completed inspections and certification of 3,436 slaughter
plants nationwide under a new upgrade of its quarantine system.
Plants must be on this new MARA list in order to obtain the required
health certificates for selling pork into the marketplace. China’s
rising hog prices have pulled up global live swine values; During July
2019, average values of major producers were up in Brazil (+53%),
the EU (+16%), Chile (+14%), and Taiwan (+4%). However, the
predicted massive impact of China’s pork supply shortage on the
global pork marketplace is still somewhat elusive, with H1 2019
Chinese pork/pvm imports up only a modest +12% over the pace of
H1 2018. Year-on-year live hog average values in July were down in
ASF stricken Vietnam (-34%), Japan (-11%), Korea (-13%), Canada
(-8%), and world #1 exporter the U.S. (-5%).

TRADE

U.S. pork and beef exports, which have been somewhat sluggish this
year due to trade skirmishes, ramped up in June compared to year
ago levels. The increases were driven by higher pork shipments to
China and continued strong demand for U.S. beef in Korea and
Taiwan. Despite a 62% duty, total U.S. pork and pvm exports to
China in June were just under 42,000 tons, the highest since May
2016 and the 5th highest on record. The U.S. is also exporting record
volumes of pork to Australia; exports for H1 grew +44% to 56.3
thousand tons. Although U.S. pork exports in June to its #1 export
market Mexico reached similar levels as June 2018, the pace of
shipments for the 1st 6 months of the year was off -17% due to
higher punitive 20% duties being in place until duty free access was
restored in mid-May. Overall, total Jan-June U.S. pork & pork variety
meat exports to all destinations were -2% in volume (to 1.248
million tons) and -6% in value (to U.S. $3.143 billion). The total
volume of January-June U.S. beef & beef variety meat exports were -
2% due to sharp declines in shipments to Hong Kong (-31%; 42,577
tons) and Canada (-17%: 48,725 tons). U.S. beef shipments, along
with those of other major supplying countries, have fallen to HK due
to a crack-down on meat smuggling by China. Like Mexico, Canada
imposed a 10% duty on U.S. processed beef imports in July 2018 in
retaliation for U.S. tariffs on steel and aluminum.
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Prime Production:

2017: +10% (+ 55,800 mt)
2018: +35% (+204,816 mt)
2019 ytd: +16%
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