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SUPPLY & DEMAND

The beef cutout moved higher last week as slaughter levels dipped and retail
beef sales remained firm. The cutout’s slight upward move resulted from
gains in middle meat values due to pre-Labor Day (Sept 7) retail chain
forward buying and a small uptick in fatty beef trimming values. Last week’s
slaughter totaled 633,000 head, down 0.8% from the previous week and
down 2.2% from last year. Although one plant experience technical glitches
last week, analysts believe processors are trying to fine tune slaughter levels
to maintain positive operating margins and provide a floor to wholesale beef
prices. That said, expectations are that this week’s harvest will increase by
10+K head. Despite the slower pace of slaughter, live cattle prices continue to
firm, a trend that has been playing out over the last five weeks. Although a
large overhang of fed cattle still exists, there has been a positive overtone in
the markets, and with clear regional variations. Cattle market analysts see
Iowa cleaning up its fed cattle surplus, with live fed prices hitting U.S.
$105/cwt last week. Kansas is moving slaughter-ready cattle north to
Nebraska due to price differences and southwestern packers are buying in
cattle from Texas. Kansas cattle are out-grading Nebraska cattle, an anomaly
likely due to a larger overhang of fed cattle in the former. Recent rains have
eased the drought in some grazing areas of the southwest, allowing an
extension of grazing times for cattle that were near forced sale. This could
slow the pace of cattle moving into feedlots and provide support to feeder
cattle buying prices. Feeder cattle values are now similar to year-ago levels.
Excellent crop growing conditions are keeping corn prices low and will help
underpin feeder prices. Although USDA trade data for June showed weak H1
2020 US beef exports (see TRADE next column), export activity in July was
significantly higher due to falling prices.
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Beef Choice Beef Cutout Value:10/8/2020 - US$207.2/cwt. (-1% from
3/8/2020)

The pork cutout closed last Friday even with the previous week, as gains in
the belly, picnic and rib primals were offset by another drop in ham values.
Ham values have seesawed in recent weeks, with large export orders spiking
prices, only to be followed by similar sharp downward corrections. Labor
shortages at plants continue to drive a U.S. $1+ per pound wedge between
heavy bone-in ham prices and those of boneless boxed ham rollouts. Last
week’s slaughter of 2.534 million head was similar to the previous week’s
level. Hog weights continue to be heavy, averaging 284 pounds (129 kgs) last
week (+6 pounds YOY). Year to date U.S. pork production is up 1.9% from
last year with slaughter up 1.0%. H1 2020 U.S. pork exports were record high
due to surging sales to China. China exports accounted for approximately
11.7% of total U.S. pork output (including variety meats) during Jan-June.
Pork Primal Values
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‘Week Ending August 7, 2020
Hog Carcass Cutout Value: 10/8/2020 - US$70.07/cwt. (+5% from
3/8/2020)

ACTIVITIES:
Restaurant & Bar, Hong Kong: postponed
SIAL, Shanghai: September 28-30, 2020

MARKET MAKERS

U.S. beef processor Agri Beef has announced it will build a new 500-head-
per-day capacity beef processing plant in Idaho. The plant will operate as
True West Beef and joins other Agri Beef brands including Snake River Farms
Double R Ranch, St. Helens Beef and Rancho El Oro. Agri Beef currently
operates the Washington Beef facility in the state of Washington, which has a
daily harvest capacity of 1,550 head. Agri Beef also owns feedlots in the 2
states.

MOVING AHEAD

During the week ending July 24, 9.4% of steers reached the grade of USDA
PRIME, above the 8.8% PRIME grading rate of all cattle graded during FY
2019. The increase is the result of CoVID disrupting the timely marketing of
fed cattle to processing plants; cattle have backed up, causing heavier average
slaughter weights, but also carcasses with more marbling. The supply of
USDA PRIME beef has been steadily increasing over the last 8 years. Starting
from an average of 3% during the 2000-2012 period, the percentage of cattle
grading at this highest level increased 0.77% per year from 2013-2019,
reaching 8.8% last year. The percent of cattle grading PRIME during H1 2020
was 1.58% higher year-on-year, with levels this May and June more than 3%
higher than a year ago. PRIME has exceeded 10% of all graded cattle in 6 out
of the past 8 months, reaching a peak of 12.5% in May. Analysts are
concerned that CoVID’s impact on fine dining will hit foodservice demand for
higher graded beef but premiums for USDA PRIME beef have still averaged
over $11 per cwt more than the comprehensive boxed USDA CHOICE beef
price since the first week of April. That said, historically, premiums for
PRIME generally trend downwards when supplies increase.

TRADE

Driven by China demand, U.S. pork exports for the 1st half of 2020 reached a
record level for a Jan-June period, while beef exports sagged because of
supply chain issues, high Q2 prices and weaker year-on-year demand from
Japan, Korea, Mexico, and Hong Kong. U.S. pork exports to China, Vietnam
and New Zealand were record large during H1 2020, while new highs for
beef shipments (excluding variety meats) were also realized to China,
Indonesia, and New Zealand (see tables below). From a value perspective,
increased shipments to China have propelled the market to the #7t largest
for U.S. beef this year, overtaking major EU market the Netherlands, the
Philippines and Indonesia. U.S. lamb and variety meat exports to all
destinations of 7,752 tons through June this year are flat with the pace of last
year, with 92% of shipments moving south to Mexico.

U.S. Pork and Pork Variety Meat Exports to

Asia & the World ('000 Metric tons)

Chilled & Frozen Pork Cuts Pork Variety Meats

Jan-Jun |Jan-Jun |Jan-Jun % Change|lan - Jun [Jan -Jun (lan - Jun % Change
Destination |2018 2019 2020 2019/2020|2018 2019 2020 20159/2020
Japan 184.5 178.8 176.6 -1.2%)| 6.2 6.1 2.8 -53.7%
Korea 123.2 108.4 86.2 -20.5%)| 5.4 4.7 2.4 -49.4%
China 67.0 92.9 443.5 +377.5%)| 58.3 64.9 112.6 +73.7%
Australia 35.1 51.6 43.4 -15.8%) 0.1 0.4 = -
Philippines 10.1 9.0 7.1 -20.8%, 8.3 5.7 5.5 -2.7%
Hong Kong 109 4.4 8.7 +119.5%| 59.4 40.6 15.4 -62.1%
Taiwan 4.7 8.6 6.5 -24.9%) 2.9 2.3 1.4 -37.1%
New Zealand 3.1 4.0 5.4 +35.0%) - - == -
Vietnam 2.1 1.8 6.2 +243.0%| 0.7 15 2.0 +36.0%
Singapore 1.0 1.9 2.3 +24.9% 0.2 0.2 0.1 -30.8%
Indonesia 0.2 0.2 0.1 -35.2% = = ==
Malaysia 0.1 0.1 0.3 +267.8%)| s s 0.1 -
World Total 939.2 922.6 1,238.1 +34.2% 217.6 203.3 202.6 -0.3%
**Less than 100 tons
“Record for Jan-June period
U.S. Beef and Beef Variety Meat Exports to
Asia & the World ("000 Metric tons)
Chilled & Frozen Bee Beef Variety Meats
Jan -Jun| Jan -lJun| Jan -Jun| % Change| Jan -Jun| Jan-Jun| Jan -Jun| % Change
Destination 2018 2019 2020| 2019/2020| 2018 2019 2020| 2019/2020
Japan 135.5 127.5 134.9 +5.8%| 215 28.9 17.5 -39.6%)|
Korea 105.8 119.4] 110.7| -7.2%] 6.5 6.3 5.1 -18.6%)
Hong Kong 51.7 31.7] 29.0| -8.4%] 5.7 5.0 41 -17.2%)|
Taiwan 27.0 31.2 29.1 -6.9%) = el el -
Vietnam 4.4 4.5 4.9 +9.12%| 0.1 0.1 0.3 +76.4%)|
Philippines 5.5 6.7 5.3 -21.0%] 0.9 1.5 0.4] -73.5%)
Indonesia 3.6 4.3 4.6 +8.0%, 3.4 5.4 4.5 -17.3%
China 3.6 3.8 6.1 +60.3%)| == = 0.1 +189.0%
Singapore 1.4 1.5 1.2 -20.13%) == == == -
Thailand 0.4 0.6 0.5 -9.6%) == == ==
Cambodia 0.2 0.3 0.1 -50.8%) = = =
Australia 0.1 == == - = == ==
New Zealand == == 0.3 +975.8%] == == ==
Malaysiz = = - - - = e _
World Total 483.9 475.5 439.0 7.7%)| 124.9 128.3 109.3 -14.8%

**Less than 100 tons

*Record for Jan-June period
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Week Ending August 7, 2020
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U_S. Pork and Pork Variety Meat Exports to
Asia & the World ("000 Metric tons)

Chilled & Frozen Pork Cuts Pork Variety Meats
Jan - Jun |Jan -Jun [Jan -Jun % ChangelJan - Jun |Jan - Jun [Jan - Jun % Change
Destination IJlB Iﬂ)lﬂ 2020 2019/2020| Igns 2013 2020 2019/2020
Japan 184.5 178.8 176.6 -1.2% 6.2 6.1 2.8 -53.7%|
Korea 123.2 108.4 86.2 -20.5% 5.4 4.7 2.4 -49.49%]
China 67.0 92.9 443.5 +377.5 58.3 64.9 112.6 +73.7%)
Australia 35.1 51.6 43.4 -15.8% 0.1 0.4 -
Philippl 10.1 s.0 7.1 20.8% 8.3 5.7 5.5 -2.7%]
Hong Kong 10.9 4.4 9.7 +119.5! 59.4 40.6 15.4 -62.1%|
Taiwan 4.7 B.6 6.5 -24.9%| 2.9 2.3 1.4 -37.1%|
New Zealand 3.1 4.0 5.4 +35.0 = = = -
Vietnam 2.1 1.8 6.2 +243.0% 0.7 1.5 2.0 +36.0%
Singap 1.0 1.9 2.3 +24.9%] 0.2 0.2 0.1 -30.8%|
Indonesia 0.2 0.2 0.1 35.2% - = = -
Malaysia 0.1 0.1 0.3 +267.8% 0.1 -
World Total 939.2 922.6 1,238.1 +34.2% 217.6 203.3 202.6 -0.3%
**Less than 100 tons
Record for Jan-June period
U.S. Beef and Beef Variety Meat Exports to
Asia & the World ('000 Metric tons)
Chilled & Frozen Bee Beef Variety Meats
Jan -Jun| Jan -Jun| Jan-Jun| % Change| Jan-Jun| Jan-Jun| Jan-Jun| % Change
Destination 2018 2019 2020/ 2019/2020| 2018 2019 2020| 2019/2020
Japan 1355 127.5 134.9 +5.8%] 215 28.9 17.5 -39.6%
Korea 105.8 115.4 110.7] -7.2%) 6.5 6.3 5.1 -18.6%
Hong Kong 51.7] 31.7] 29.0] -5.4%) 5.7 5.0 4.1 17.2%
Taiwan 27.0] 31.2 29.1 -6.9%) = == == -
Vietnam 4.4] 4.5 4.9 +9.12% 0.1 0.1 0.3 +76.4%)
Philippine 5.5 6.7 5.3 -21.0%| 0.9 1.5 0.4] 73.5%
Indonesia 3.6 4.3 4.6 +8.0% 3.4 5.4 4.5 17.3%
Ch 3.6 3.8 6.1 +60.3%] = == 0.1 +189.0%
singapore 1.4] 1.5 1.2 -20.1%| == == == -
Thailand 0.4] 0.6 0.5 -9.6%| == ==
Cambod 0.2 0.3 0.1 -50.8% == ==
Australia 0.1 = = - = =
New Zealand o = 0.3 +975.8%)] o =
Malaysia P P P . P - ,
World Total 489.9 475.5 439.0] 7-7% 124.9 128.3 108.3 -14.8%

**Less than 100 tons

Record for Jan-lune period
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