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SUPPLY & DEMAND

Wholesale boxed beef prices moved noticeably higher, with gains seen in the
values of all primals. Forward and spot sales both advanced last week as
early holiday demand drove buyers to try and lock down supplies. Beef
prices also got a bump last week after another reported mishap at a beef
production facility. The news caused live cattle prices to briefly fall, but fed
cattle prices managed to advance week-on-week. By the end of the week,
reports were circulating that the damage to the facility turned out to be
minimal, and slaughter operations expected to return to normal this week.
Interestingly, USDA PRIME ribeye prices dropped last week to the lowest
level since late August, but are still up 51% from last year. Reports of a new
trade mini-deal with China raised hopes of more sales there, although
imports are currently limited not so much by the 47% import duty, but by
strict import conditions. It remains unclear whether US and China
negotiators are discussing structural import issues such as China’s
requirement that imported meat not contain residues of synthetic hormones.
Imports into the U.S. of fresh and frozen raw beef through August of 675,000+
tons were even with the pace of a year ago, while USDA’s weekly export sales
report shows overseas shipments of beef (excluding variety meats) through
October 10 are -7%. In short, there remain mixed signals in the market. Year
to date U.S. beef production is up 0.2% from last year with slaughter up 1.1%.
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Beef Choice Beef Cutout Value:21/10/2019 - US$220.13 /cwt. (+2% from

11/10/2019)

The pork cutout firmed last week, with hams, picnics, ribs and loins gaining,
while belly and butt values fell. Both the picnic and the rib primals reached
the highest level since June this week (see graph below). U.S.lean hog futures
closed lower last Friday after see-sawing on news of unprecedented weekly
pork export sales. Futures then turned down after the U.S. Department of
Agriculture (USDA) said at weekend that its figures could include pork sold in
previous weeks. After weeks of relatively low pork sales to China, and
despite Chinese public announcement of large purchases, USDA stated “This
week’s report includes a significant quantity of pork sales for the current
marketing year that may have occurred in previous weeks but were not
previously reported.” The report itself, for the week ending October 10t,
showed large sales to China; 93,980 tons for 2019 delivery and 58,900 for
2020. The report also showed massive new 2019 sales to Mexico of
132,000+ tons. Year to date production is up 4.2% with slaughter up 3.7%.
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Hog Carcass Cutout Value: 21/10/2019 - US$78.53/cwt. (+1% from
11/10/2019)

ACTIVITIES:
FHC, Shanghai: Nov 12-14, 2019
SIAL, Shanghai: May 13 - 15, 2020

MARKET MAKERS

Following a similar announcement by JBS last week, Tyson Fresh Meats
announced plans to prohibit the use of ractopamine in hogs it buys from its
2,000+ producer-suppliers beginning in February 2020. Tyson operates 7
hog slaughter facilities, including 1 which harvests primarily sows.

MOVING AHEAD

Although the U.S. and all of North American remains ASF-free, what would
happen if an animal was confirmed positive? As we reported in our Oct 8
bulletin, USDA vets, pig farmers, private veterinarians, state and local
government officials, law enforcement officers, pork packers and other
industry representatives undertook in late September a 4-day drill to
understand the industry implications of a foreign animal disease (FAD)
entering the U.S. swine herd. The general drill consisted of exercising the
following procedures: day 1 - following the report of an initial suspicious
case, conduct an FAD investigation and coordinate & engage with national
laboratories with diagnostic capabilities including the National Veterinary
Services Laboratory’s Foreign Animal Disease Diagnostic Laboratory in lowa;
day 2 - respond to and support state, regional or national swine movement
standstill orders according to the infected populations; day 3 - implement
planning for depopulating and disposing of infected and exposed swine; day 4
- implement a system to allow continuity of business for non-infected
operations within control areas. One of the key conclusions from the
exercise was the need for coordination between authorities at both the state
and national level to prevent pig movements across state lines and to control
and/or restrict feed deliveries. Under a real FAD outbreak, authorities at
both the national and state levels could order 72-hour standstills for all
livestock and feed movements. The exercise also yielded key discussions on
safe depopulation methods. An ASF outbreak would be catastrophic to the
U.S. $6.3 billion U.S. pork export sector, with experts assuming most if not all
exports would temporarily be halted.

TRADE

The Philippines Secretary of Agriculture announced September 9 that the
country had found its first African Swine Fever case (ASF) in an animal from
from Rizal, east of Manila on the main island of Luzon. Since that time, the
disease has spread to other provinces in Luzon, and as of late last week, at
least 31 villages had found cases covering 5 provinces in Luzon: Quezon City
(Metro Manila), Bulacan and Pampanga (Central Luzon), Pangasinan (North
Luzon), and Rizal (South Luzon). As of July 1 this year, government sources
estimated that the Philippine swine herd totaled 12.7 million head, with 8
million pigs being raised in backyard farms and 4.7 million on commercial
farms. Neighboring provinces, most importantly the islands of Visayas and in
Mindanao, have implemented a total or selective ban on pork & pork product
shipments from Luzon. Processed meat sales outside of Luzon annually
account for 35% to 40% of total processed meat sales. Low cost processed
meats derived from imported raw materials are a lifeblood protein source for
much of the population. USDA has made an early prediction in its October
10t semi-annual global livestock report that Philippine pork output will
decline 16% next year, with imports forecasted to increase by 32%.
Specifically, USDA estimates that 2019 pork output (carcass weight basis) of
1.675 million tons will fall to 1.4 million tons next year. The Philippines
imports a mix of raw materials for processing including pork, pork bellies,
pork offal, buffalo meat from India, and most importantly, mechanically
deboned chicken. Total meat and poultry imports last year reached nearly
850K tons (see chart below), and shipments are expected to increase further
this year.

Phlippines: Composition of Meat & Poultry Imports (CY2018 '000 Metric tons)
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