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SUPPLY & DEMAND

The cutout eased slightly last week although market activity was muted due
to the long weekend commencing Friday July 3. The cancellation of many
large Independence Day gatherings may have resulted in less catered
barbecuing events, but backyard celebrations helped to propel already-strong
retail beef sales. Retailers have been taking advantage of lower wholesale
prices by placing more forward orders (delivery from 22 to 60 days out) as
food spending at supermarkets continues to be strong. According to
tracktherecovery.org, national grocery spending the 34 of week of June was
still elevated at 12+% above pre-pandemic levels in January. The recovery in
foodservice remains tentative however. The new spike in coronavirus cases
has caused some restaurants to re-shutter, and total national foodservice
spending remains approximately at 2/3r the pre CoVID-19 level. Last week,
new lockdown orders in 19 California counties brought nearly 10% of the
country’s restaurant industry back to pandemic operations. And according to
online restaurant reservation service Open Table, July 4 was the weakest day
for restaurants in 3 weeks. On the production side, although cattle harvesting
activity has largely recovered from the late April and May slowdowns,
animals continue to be backed up. Live fed cattle prices have fallen from
approximately the U.S. $1.17/1b. level (live weight basis) prevalent at the end
of May to the $ 0.95/lbs level currently. Cattle futures started to firm from
the end of last week as analysts weighed on whether a fed cattle supply hole
will emerge in the mid-fall due to low placements of cattle into feedlots in
March and April. Beef exports were weak as expected in May, but activity has
picked up as prices drop (see next column.)
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Beef Choice Beef Cutout Value: 6/7/2020 - US$205.46/cwt. (-1% from
29/6/2020)

The pork cutout remained mostly unchanged during last week’s holiday
shortened trading period. The cutout has hovered near the U.S. $0.65/1b.
level for the past 3 weeks even as production has rebounded to year-ago
levels. Futures prices firmed slightly yesterday as U.S. equity markets jumped,
but overall, live hog and pork prices remain very attractive. The low prices of
the last 3 weeks have enticed overseas buyers to source more U.S. pork, and
for the week ending June 25, new net U.S. pork export sales were the highest
since the last week of April, an indication that attractive pricing is helping to
drive renewed overseas buying interest. New weekly sales to China of 21,640
tons were the highest since the last week of April. On the production side,
analysts are asking why hog weights are declining when there is a general
consensus that hogs are backed up for slaughter. Average carcass weights
have dropped 10 lbs. since May. Some of that decline is seasonal, but others
are asking whether that sharp of a weight drop only reflects normal summer
declines. Grain futures have shot up based on lower USDA estimates of
planted corn and soybean acreage and fresh purchases by China.
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MOVING AHEAD

As forecast, U.S. red meat exports dropped in May as CoVID-19 related plant
slowdowns drove prices higher and international buyers slowed down
purchasing. Beef & beef variety meat exports in May dropped -32% year-on-
year in volume terms, with declines being registered in shipments to all
markets except HK and China. January - May total U.S. beef and variety meat
exports were down 17,500 tons from the pace of last year, or -3% in volume
terms & -5% in value terms. Although the velocity of U.S. pork exports
slowed in May compared to earlier months in the year, monthly shipments of
nearly 244 thousand tons to all destinations was +12% from May 2019
activity in volume terms. Jan - May 2020 total U.S. pork exports of 1.346
million tons were up +30% YOY, the fastest pace ever. During this period,
China accounted for 37% of total U.S. exported volumes and 34% of total
exported value. Through May, U.S. pork exports accounted for 33% of U.S.
production (including variety meats), up from 22.1% and 25.4% for January -
May 2019. U.S. pork export tonnage to China thus accounted for
approximately 12.2% of total U.S. output through the 15t 5 months of this
year. January - May U.S. beef exports accounted for 14.1% of U.S. beef output
when including variety meats.

TRADE

China’s monthly imports of meat and poultry (M&P) remained very high in
May, but fell below the record levels of March and April. Total pork imports
during the month of 493K tons were 25K tons lower than the record monthly
volume registered in April 2020. May beef imports, including variety meats,
totaled 144K tons, the lowest volume since August 2019. Still, Jan-May China
beef imports of 831K tons are still up 44%, the fastest pace ever. China’s
poultry imports have surged as well, primarily due to rapidly growing
shipments by the U.S. (62K tons, up from near zero Jan-May 2019) and
Russia (58K tons, also up from near zero last year). China’s total meat &
poultry imports through May reached 3.88 million tons, +73% year-on-year.
Some analysts forecast that at the current pace, and given end-of-year
seasonal winter buying, China’s total 2020 meat & poultry imports could
reach 10 million tons. Total M&P imports reached 6.196 million tons last
year, an increase of 46% over 2018’s CY level. The pace of China buying
however could slow because of food safety concerns by Chinese authorities
and the delisting of a number of foreign facilities since mid-June, ostensibly
due to virus outbreaks (see suspensions since June 11 below). At a special
June 30 meeting of the World Trade Organization (WTO) Sanitary and
Phytosanitary (SPS) Committee, the United States circulated a statement
calling on all WTO members to base trade-related actions on scientific
principles and evidence of risk and to avoid unnecessary food trade barriers
during the COVID-19 pandemic.
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ACTIVITIES:

Restaurant & Bar, Hong Kong: Sep 1-3, 2020
SIAL, Shanghai: September 28-30, 2020
Food Taipei, Taiwan: December 17-20, 2020
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