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SUPPLY & DEMAND

The U.S. beef cutout weakened last week as wholesale beef
movement slowed into this past Labor Day holiday weekend and the
market awaited further market clarity following the closure 3 weeks
ago of a major packing plant. Almost all primals saw lower week-on-
week values. The spread between USDA CHOICE and SELECT grade
beef continued to remain unseasonably wide as buyers continued to
be willing to pay premiums to assure CHOICE supplies, especially
after the plant fire. Beef and seafood were the most prominently
featured proteins over this past weekend, with retail prices of some
round cuts running well below year-ago levels, but with ground beef
and some steaks higher. Live cattle prices, which had somewhat
recovered the week before last from the market fallout from the fire,
drifted lower last week as plants gave workers holiday time for the
3-day weekend. Although it has been 3 weeks since the fire, the
market is still adjusting to having one of its largest harvest facilities
out of commission; cattle have to be moved to other plants and
companies need to add on Saturday harvests that are challenging in a
labor market with near full employment. Futures began last week on
an optimistic note, with news of a possible trade deal with Japan, but
drifted lower through the week as cattle purchasing slowed into the
long weekend and analysts reminded the industry about the large

volume of fed cattle that will need to be processed this fall.
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Beef Choice Beef Cutout Value: 30/8/2019 - US$231.77 /cwt. (-
3% from 26,/8/2019)

The pork cutout value contracted 10% last week, the sharpest
weekly drop in the composite pork index in 5 years. Wholesale belly
values lost just shy of a quarter of their value during last week. That
said, the choppy belly price close last Friday was still above year-ago
levels and the most recent 5-year average. Hog futures continue to
zig-zag based on vague news and rumors about a U.S.-China trade
deal. Chinese import duties on U.S. pork increased another 10
percentage points this past Sunday September 1, and now stand at
72%. U.S. pork exports to China are up year-on-year (Jan-June =
158K tons, +24%), but some analysts estimate that U.S. CY 2019
shipments to the ASF-stricken market could have reached 800K tons
if duties were equal to the 12% of its most active competitors, Brazil
and the EU (see story next column). U.S. live hog average prices
stood at approximately U.S. $0.98/kg (-13.6% week-on-week) after
last Friday’s close, while those in China rose to U.S. $3.70/kg.
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Source: USDA/ZAMS

S
Hog Carcass Cutout Value: 30/8/2019 - US$72.31/cwt. (-
8% from 26/8/2019)

ACTIVITIES:

Restaurant & Bar, Hong Kong: Sep 3-5,2019
World Pork Congress, Chengdu: Sept 25-26, 2019
FHC, Shanghai: Nov 12-14, 2019

MARKET MAKERS

JBS majority owned poultry producer Pilgrim’s Pride Corp. will
acquire Tulip Limited, the UK'’s largest integrated pork supplier,
from Danish Crown. Tulip’s primary revenue source is private label
production of over 4,700 products for UK retailers. JBS purchased
64% of Pilgrim’s Pride in September of 2009. Almost 8 years later to
the day in September 2017, ]JBS sold Moy Park, its British poultry
unit, to Pilgrim’s for $1 billion.

MOVING AHEAD

Which is bigger in the U.S., crop or livestock production? A recent
analysis of historical farm income data by agricultural economist
Chris Hurt found that the total value of U.S. crop and livestock
output has been roughly equal for decades, although that of crops
has been slightly higher in almost all years. According to USDA, in
2018, income from crops throughout the entire U.S. agricultural
sector was $198 billion, while income from raising commercial
animals and livestock totaled $175 billion. But over the years, there
have been major shifts in the structure of U.S. farm production. After
WWII, a typical US. farm, already quite large by international
standards, consisted of a single family engaged in both crop and
livestock production. According to Hurt, farms nurtured both crops
and animals to take advantage of their complementary nature; e.g.,
the ability to recycle animal waste to the crop enterprise. Beginning
in the 1950s, large scale egg & poultry production began to move off
of family farms to specialized operations, a trend that continued with
the growth of larger cattle feedlots and hog operations in the 1960s
and ‘70s. At the same time, the grain export boom of the 1970s saw
many farms focus only on crop production. Animal production began
to concentrate in certain states; hog production in lowa, cattle feed-
lotting in Texas & Nebraska, and dairy in Wisconsin. And where the
natural resource base (e.g. soil & water) of states largely define their
crop enterprises, other factors are at play in the geographic
distribution of livestock industries such as the availability of labor,
environmental policies, and meat distribution considerations.

TRADE

Among major pork exporting countries, the EU and Brazil saw the
most growth in export volumes during H1 2019, with total global
trade growth rising about +8%, driven largely by China demand.
Pork & PVM exports from the EU grew 232 thousand tons Jan-June
(+13%), with 95% of the increase accounted for by increased China
purchases. Year-on-year, Brazil shipped overseas an additional 68
thousand tons (+25%) during H1, with growth in sales to Russia,
Chile and Vietnam. While U.S. exports to China/HK through June
were +4%, total U.S. pork exports fell -2% year-on-year during the
1st half of 2019 due to sharp declines in shipments to Mexico. The
USA’s pork trade with China accounted for 18% of total U.S. pork
exports during H1 2019. The world is awaiting a big spike in China
imports, but through July, total China & HK pork imports of
approximately 1.9 million tons was just +10% over the pace of last
year, and -12% from the record velocity of 2016.

Change in Pork/pvm Exports:
Jan-June 2019 vs, 2018
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