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SUPPLY & DEMAND

Values for all primals increased last week, driven both by holiday demand for
middle meats, but also buying interest in lean cuts for grinding, including
chucks and rounds. Last week, fresh 50% trim prices stood 43% higher than
the same time a year ago, while values for imported cow 90% trim meat
reached their highest levels since September 2014 (see GRAPH below). We
reported last week about the strong demand for lean grinding beef, which has
driven prices for grinding material sky high. Along with lower lean beef
imports from Australia, demand for scarce grind raw material may be leading
to the increased beef cow Kkill rate in the U.S.; the week before last, beef cow
slaughter reached just below 70,000 head, the highest level since May 2013.
Beef cows as a percentage of total cow slaughter (the other major category
being dairy cows) is now over 50%. Beef cow slaughter weights are also
trending toward the light side, meaning less lean beef is being harvested from
every animal. U.S. beef production increased 1.2% during Q3 2019, with total
national red meat & poultry production jumping +3.8%. On the fed side,
higher grading percentages are causing a sharp contraction between the
USDA PRIME and CHOICE cutout spread. Live fed cattle prices have mostly
held steady over the past 2 weeks.
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Beef Choice Beef Cutout Value:18/11/2019 - US$239.12/cwt. (+2% from
4/11/2019)

Average primal ham values advanced 18% last week, driving the cutout up
8.6%, the sharpest week-over-week increase since the mid-March 2019 run-
up. Average ham values are +98% from year-ago and ended last Friday at the
highest level since 2014 when values reached record levels as a result of
PEDv in the U.S. (see GRAPH below). Prices of rollout boneless hams, bellies,
and all other pork primals advanced strongly last week, and despite a high
weekly slaughter level of 2.749 million head. U.S. pork export shipments to
China have averaged a sizeable 10,240 tons per week over the past 4 weeks.
Last week’s export sales report listed modest activity for China (5,550 tons) fr
the 1st week in November. Accumulated U.S. pork exports to China since
January 1 are now 262,860 tons. Outstanding 2019 sales (sold but not
shipped) total 146,236 tons for this year and 198,400 tons for 2020. China
and the U.S. announced last week that they would open their poultry import
markets to each other in the near future. The U.S. would grant access to
cooked Chinese poultry processed from locally slaughtered birds, while China
would lift its Avian Influenza-related ban on all U.S. poultry imports that has
been in place since January 2015. Analysts believe that China could quickly
ramp up imports to nearly $1 billion in U.S. chicken feet, leg quarters, wings
and other cuts; the previous record import year for U.S. poultry into China
was the $417 million of products imported during calendar year 2013.
China’s Jan-Sept poultry imports were up 50% to 559 thousand tons, with

Brazil accounting for a 70% market share.
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ACTIVITIES:
SIAL, Shanghai: May 13 - 15, 2020
Food Show, Taipei : Jun 17 - 20, 2020

MOVING AHEAD

One of the main supports of sustainable production is the social pillar, or
more specifically, the social license granted to enterprises and industries to
operate by its employees, stakeholders and the community. For the U.S. red
meat processing industry, which employs over 500,000 persons, worker
safety has always been paramount, but meat packing plant work has a
reputation of being a challenging profession. The average meat packing plant
employee in Nebraska in the summer of last year earned U.S. $15.68/hour,
75% higher than the state’s minimum wage. Still, the difficult work has led to
reports of high turnover and difficulties for companies in retaining
employees. A new Bureau of Labor Statistics (BLS) report shows that the
meat packing industry is making strides at one major workplace challenge,
and that is accident rates. According to the BLS, U.S. meat and poultry
packers and processors continue to make significant progress in workplace
safety, with worker injuries and illnesses in 2018 falling to an all-time low
last year. Meat industry so-called ‘incident rates’ improved last year from
both 2017 and 2016 levels, reaching a new, all-time industry low of 4.3 cases
per 100 full-time workers on annual basis. The most serious injuries, those
included in the category “Days Away, Restricted, or Job Transfer (DART)”
rate, dropped from 2017’s 4.6 to 2018’s 3.6. In 2008, the industry incident
rate was 10.3, while in 1998 the incidence rate was 20.1. For decades, the
North American Meat Institute (NAMI) has been working on improving
workplace safety issues on behalf of the nation’s meat packers. In the early
1990s, NAMI declared worker safety a non-competitive issue, which
encouraged member companies to collaborate to find solutions that
prioritized and enhanced worker safety. That led to a joint effort with the U.S.
government’s Occupational Safety and Health Administration (OSHA), and on
the worker side, the United Food and Commercial Workers (UFCW) union, to
develop Voluntary Ergonomic Guidelines for the Meat Packing Industry. The
guidelines were designed to address the occurrence of Musculoskeletal
Disorders (MSDs) in the workplace. MSDs are caused by combinations of
repetitive motions, awkward postures or work positions, and/or exertions of
significant force - usually, occurring over a long period of time. NAMI
continues to this day to convene an annual worker safety conference. The
2020 Worker Safety Conference for the Meat and Poultry Industry will take
place Jan. 28-29, 2020, in conjunction with the International Production and
Processing Expo in Atlanta.

TRADE

Global hog prices were mixed in October, with prices moving sharply higher
month/month in Vietnam and China, while also climbing in markets that are
supplying larger volumes of pork to China. This includes Brazil, Chile, the
U.S., Canada and the EU. Prices were lower in Korea, Japan, Taiwan and
Mexico, countries which don’t supply large volumes of pork to China. October
prices were lower year-on-year in the U.S. and Canada due to China access
restrictions and large U.S. production. Prices in Korea dropped due to ASF
and a negative impact on consumer demand after already being pressured by
abundant domestic production and ample imports. Vietnam’s prices have
risen above year-ago levels as the pork shortage has set in. China is
importing far larger volumes of pork, but overall, pork exports by the big 6
major suppliers (EU, U.S., Canada, Brazil, Chile and Mexico ) for the Jan-Sept
period were only up 9% to 6.43 million tons (mmt), with trade to China/HK
up approximately 27% to 1.94 mmt. Exports to the rest of the world, outside
China/HK, were down 1% to 3.9 mmt. The EU’s trade with China is +33%
year-on-year with exports to the rest of the world down 2%, leaving the
region +14% in total exports year-on-year. Accounting for 63% of China’s
imported pork market share, EU pork prices - in US dollar terms - are a
significant 32% higher than a year ago; compared to last year. In October,
prices in Denmark were up 50% year-on-year, Germany up 35%, Spain up
37%, France up 39%, Netherlands up 44%, Poland and Romania up 37%,
with UK hog prices up just 11%.
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