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Combined Beef, Pork, Chicken and Turkey in Cold Sterge ot End of Month
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Pork Bellies in Cold Storage
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Frozen Pork Export Prices for China

2500 +45% +32%
+87%
+39%*

June

Chile

$2,000

I | I | -24%
1,5
1
so
u.s.

EU28

g

8

Unit export values $/mt

g

Brazil Canada

= Aug-17 » Aug-18 W Aug-19

= EU/US Hog Price Ratio
1.90
1.80 R
1.70 I‘ 1
1.60 —2014
1.50 — 0
%5 i e

— 2016

1.30
_— 3 . _‘ ’ —-—2017
- 3 “_—_g-_v"/ - —m—2018

P . 3 WO M~V —a—2019

e 2

0.80 > —

70 T

1/7 2/7 3/7 a/7 5/7 6/7 77 8/7 9/7 10/7 11/7 12/7

M3k : www.usmef.org.cn



http://www.usmef.org.cn/
http://www.usmef.org.cn/

o5 MEd,

(e

0 %
R pEpE®”

U.S. Meat Bulletin

Oct 29, 2019 Volume XI | Issue 10.4

SUPPLY & DEMAND

Wholesale beef values moved higher across all the primals last week,
led by strong pre-holiday demand for middle meats and plates.
Domestic demand is firm, with average fresh beef retail prices across
all cuts up about 1% from year ago levels. USDA also reported
stronger beef export sales for the week ending October 17, with large
volume transactions reported for South Korea, Mexico, Taiwan,
and Hong Kong. Live fed cattle prices also firmed, with cattle values
in the southern plains gaining more than those in Midwest feedlots.
Beef in cold storage also declined month-on-month and stood 8%
below year-ago levels. Analysts were closely watching the release
last Friday of USDA’s cattle-on-feed report, and while the figures
were generally in line with market expectations, there was
disagreement about the number of cattle that the industry would
place in feedlots during September. The report came in with
placements slightly above the range of forecasts, but within the large
spread of estimates. September’s 2.2% increase broke the four-
month streak of year-over-year declines in placements. The market
adjustment to the early August slaughter plant fire and drought in
Texas was expected to lead to higher placements, and that was borne
out in the numbers. October is normally the largest placement
month and the September numbers suggest continued significant
placement activity is currently underway.
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Beef Choice Beef Cutout Value:28/10/2019 - US$227.90 /cwt.
(+3.53% from 21/10/2019)

Despite generally positive news on the export side, the cutout
weakened 1.6% last week to U.S. $76/cwt. driven by seasonally high
production, the end of national pork month and the shift in retail
featuring to beef. Average slaughter weights increased week-on-
week to 128.3 kgs, but this level is still slightly lower than a year ago.
As with the cash market, futures drifted lower last week as the
market awaited more definitive news on US-China trade talks. The
weekly export report showed lower week-on-week shipments and
sales to China (see MOVING AHEAD next column). Year to date U.S.
pork production is up 4.3% with slaughter up 3.7%.
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Hog Carcass Cutout Value: 28/10/2019 - US$ 76.03 /cwt.
(-3.18% from 21/10/2019)
ACTIVITIES:

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

MARKET MAKERS

In a significant announcement on proven livestock sustainability
initiatives, Smithfield Foods and US utility Dominion Energy will
double their investment in renewable natural gas (RNG) produced
from swine manure. By 2029, the companies have set a goal to
produce enough RNG to power more than 70,000 homes.
Smithfield’s energy endeavor Smithfield Renewables was launched
in 2017 and now has a goal to reduce greenhouse gas emissions 25%
by 2025 across Smithfield’s entire supply chain.

MOVING AHEAD

USDA’s most recent Cold Storage report showed at the end of
September the total volume of beef and pork in U.S. cold storages
was below last year’s level & the previous 5-year average. The
month-to-month volume decline (see graphs 1st column) occurred
even with large red meat & poultry production levels in September.
Media reports last week highlighted the near-record volume of pork
bellies in cold storage, noting that the marketplace was awaiting
concrete news on the outcome of ongoing US-China trade talks. The
news coincided with a 12% week-on-week decline in the value of
average belly prices. The U.S. has traditionally not been a large
volume belly exporter, as the demand for the raw material for bacon
is strong within the U.S. That said, if China purchases more U.S. pork
in the form of carcasses, the shipment of those products could lead to
a tighter situation domestically. So how much frozen meat is in
storage compared to overall production? Total meat and poultry
stocks at the end of September of about 2.5 billion pounds - 113
thousand tons - equates to just 2.3% of the 4.752 million tons of
estimated 2019 U.S. red meat & poultry output.

TRADE

The most recent USDA export & sales report for beef and pork
showed much lower activity than the previous two weeks, but still
large relative to the last few years. Pork shipments of 32,000 tons
were the highest since July 2015 outside of those reported the
previous week. Outstanding pork sales to China (sold but not yet
shipped) now total 167,747 tons for 2019 delivery and 194,617 mt
for 2020 delivery. Product shipped to China through October 17
now total 231,080 tons, putting total prospective pork exports
(excluding variety meats) to China so far this year at near 400K tons.
U.S. pork exports last year totaled 106K tons. There is still optimism
about stronger demand from China ahead, but U.S. pricing remains
the lowest among major suppliers (see graph below). The ratio of
U.S. to European hog prices remains high (bottom graph), but the
U.S. still faces a 72% import duty compared to 12% for EU product,
which accounts for some of the current price gap.
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