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SUPPLY & DEMAND

The wholesale beef market continues to be driven by strong retail demand for
chucks, rounds and ground beef. Lower cattle slaughter numbers also
supported the cutout’s +3% rise last week. The April 17 close of U.S. $2.32/1b
was roughly similar to cutout values a year earlier. The USDA CHOICE cutout
climbed another 4% yesterday (April 20) as concerns about slaughter
capacity and beef supplies rattled markets. Last week was a challenging one
for harvest facilities, as the plant closings, worker absenteeism and slower
chain speeds diminished the velocity of processing cattle; total U.S. cattle
slaughter was estimated at 502,000 head, approximately -23% from late
March levels. That said, one medium sized lowa facility has resumed
operations this week and no more beef harvest plants have been shut for the
last 7 days, an encouraging sign in these most difficult of times. Moving
forward, the ability to keep plants open will depend on the scale of local
outbreaks, responses by local health officials, and the ability of operators to
screen employees for the virus while minimizing transmission by
implementing social distancing measures. On the positive side, more PPE is
being deployed in meat processing plants throughout the country. With U.S.
beef slaughter capacity down, fed cattle prices and cattle futures have moved
sharply lower. Average fed steer prices of U.S. $1.02/1b (live basis) yesterday
were sharply below the $1.20/lb range at the beginning of the month.
Producers along the supply chain from cow-calf operators to feeders are
deeply in the red. To address producer losses, USDA announced last Friday
(April 17) a new Coronavirus Food Assistance Program (CFAP) that will
provide U.S. $19 billion in immediate relief to the U.S. agricultural sector,
including livestock producers. CFAP consists of $16 billion in direct payments
to farmers and ranchers, and $3 billion in food purchases, including $100
million per month of meat products, for use by food banks and other domestic
feeding programs. Full details are yet to be released, but direct payments to
cattle producers and hog raisers could total U.S. $5.1 billion and $1.6 billion
respectively.

Beef Choice Beef Cutout Value:20/4/2020 - US$238.99/cwt. (+6% from
13/4/2020)

The composite U.S. pork wholesale cutout value ended last week up by +2%
after falling an unprecedented -33% the previous 2 weeks. Extreme volatility
continues to characterize movements of average spot prices of items like
bellies and hams (see chart below). Hog slaughter last week totaled 2.236
million head, -6.2% from the same week a year ago. Slaughter will likely
decline again this week as another large facility temporarily closed due to a
CoVID19 hotspot found in the Minnesota community surrounding the plant.
The announcement drove the pork cutout up an additional +11% yesterday,
and also helped prop up hog futures. Concerns are growing about U.S. pork
supplies, but U.S. pork production through the end of last week was still up
+4.5% from last year’s pace. Like in the beef industry, plant closures are
supporting pork prices but driving hog prices lower; cash (negotiated or
spot) hog prices - carcass basis - moved down -18% last week to close at
$0.32/1b. on April 17. Most hogs however are sold on a formula basis, and
those values, although also falling, have not been hit as hard as spot values.
Pork exports during the pre-Easter week of April 3-9 were slightly lower than
the pace of the previous 4 weeks, but new sales were +9% from the prior 4-
week average as buyers in Mexico, South Korea, Australia and Taiwan
stepped in to take advantage of favorable pricing. Exports (muscle cuts) and
sales to China continue to be strong with shipments through April 9 of 235
thousand tons representing a +362% increase over the pace of a year ago.
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Hog Carcass Cutout Value:20/4/2020 - US$66.68/cwt. (+26% from
13/4/2020)
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CORONAVIRUS AND U.S. RED MEAT SUPPLY CHAIN ASSURANCES

We have had a number of questions about the safety of beef and pork in light
of some U.S. meat plants reporting infections among their employees. It is
important to note that the closure of processing plants has been undertaken
not because of food safety risks, but because of concern about employee
health and safety. Moreover, with the closure of schools and day care centers
across the nation, it has been challenging for some workers to report to work,
including those employed in meat plants. In regards to meat safety,
numerous international scientific bodies, including USDA, CDC, the U.S. FDA,
the WHO, and the FAO have reiterated current scientific understanding of
how CoVID-19 is transmitted and have advised that there is no evidence that
virus transmission is associated with either food, including meat and meat
products, and food packaging. Viruses require hosts to replicate. So unlike
common bacterial pathogens, viruses on their own cannot multiply, and must
infect the cells of a living creature in order to reproduce. Unlike foodborne
gastrointestinal (GI) viruses like norovirus and hepatitis A that often make
people ill through contaminated food, COVID-19 is a virus that causes
respiratory illness. Foodborne exposure to this virus is not known to be a
route of transmission. The virus is believed to spread mainly from person-to-
person, especially among those who are in close contact with one another.
Experiences from previous coronaviruses, such as SARS and Middle East
respiratory syndrome coronavirus (MERS) show that transmission through
food consumption did not occur. And to date, there have not been any
reports of transmission of SARS-CoV-2 virus through food. Studies
conducted on CoVID-19 and MERS indicate that these viruses can persist on
different surfaces for up to a few days depending on a combination of
parameters such as temperature, humidity and light. Research recently
reported in the New England Journal of Medicine found that viable CoVID-19
virus could be detected on plastic, stainless steel, copper and cardboard
surfaces for up to 72 hours after application, but that there was exponential
decay in the virus titer - or amount of infectious particles per volume - across
all surfaces within several hours. According to the Director of Producer and
Public Health of the National Pork Board, given standard hygiene practices,
especially hand washing, the handling of boxes and other packaging should
not be a concern for plant employees or consumers. Coronaviruses are
enveloped viruses, meaning they are one of the easiest types of viruses to kill
with the appropriate disinfectant product. All USDA FSIS-regulated
establishments are required to have Sanitation Standard Operating
Procedures (Sanitation SOPs), which are designed to prevent direct
contamination or adulteration of product.

TRADE

Beef carcass prices in main producing and exporting beef nations held firm
year-on-year through last month, but have dropped since as more nations
have implemented economic lockdowns (see GRAPH below). Live cattle
prices have been hit harder, as issues develop in some large beef producing
countries, including the U.S., with keeping plants operating at full capacity.
Compared to a month earlier, mid-April cattle values were lower in U.S. dollar
terms across the board, including: Paraguay -19%, Uruguay -12%, Brazil -
14%, Australia -9%, Argentina -10%, and the U.S. -7%. Prices were also
lower compared to last year: Paraguay -19%, U.S. -18%, Uruguay -7%,
Argentina -6%, Brazil -9%, and Australia -4%. That said, cattle prices in some
major producing countries, including Brazil and Argentina, are up in local
currency terms, a reflection of tight supplies. Analysts still maintain that
these fundamentals should underpin beef prices and eventually cattle prices.
Moreover, although detailed data is not yet available, #1 market China
imported 517,000 tons of beef during Q1, the 2n largest quarterly import
volume ever after the 535K tons imported during Q4 of last year. Although
Australian, Brazilian, and Uruguayan beef exports to China fell in Feb from
January, preliminary data shows a rebound in China shipments by those top
suppliers in March.
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