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SUPPLY & DEMAND

The beef cutout drifted lower as high slaughter levels and the
imminent onset of hot summer ‘dog days’ - a period of flat beef
consumption - pressured grilling items such as ribs and loins. With
Memorial and Father’s Day over, buying has been focused on the
upcoming July 4th Independence Day holiday, a major grilling and BBQ
occasion. After Memorial Day, July 4t is the largest beef consuming
holiday of the year, with a range of US beef cuts, from burgers to
brisket, being prepared for private festive events and the thousands of
parties that communities throw for their citizen across the country.
Retailers report that their beef sales during Memorial and Father’s Day
were strong, offering hope that July 4th will see similar robust product
movement. In a new USDA report on long term meat consumption
trends, the Economic Research Service (ERS) estimates that US per
capita red meat and poultry disappearance (the volume utilized in
domestic markets, including fresh and processed meat sold through
grocery stores and used in restaurants) is expected to reach record
highs in 2018, surpassing the previous annual high in 2007. According
to the report, in 2018, Americans will consume 222.4 pounds of red
meat and poultry on a per capita retail weight basis. Average annual
per capita disappearance of beef decreased 0.3% annually from 2000
to 2015 but has increased since 2016 and is expected to grow by 3.7%
in 2018. ERS attributes the long term growth in red meat and poultry
supplies to cheap feed ingredients, improved feed efficiency, improved
animal genetics, and higher animal weights. The average harvest
weight of commercial livestock appears to be on a long-term rising
trend. On a dressed-weight basis, slaughter cattle have increased 73
pounds on average since 2000, a gain of 10%.

Beef Choice Beef Cutout Value: 25/6/2018 - US$217.69/cwt. (-1%
from 18/6/2018)

Live hog values softened last week as trade war fears rattled markets,
but average wholesale pork values managed to gain. Ham values were
flat to slightly down, but other pork primals managed to move higher.
Helping the cutout remain firm was a decrease in hog slaughter;
processing margins have fallen quickly over the last few weeks.
Average prices for cash hogs in the lowa and southern Minnesota
market moved $4.00 lower last week from the previous Friday’s close.
The ham primal value has continued to increase since Mexico
announced retaliatory duties on US. pork products. Looking
specifically at heavy bone-in hams, values did not see their normal
seasonal increase from late-April to mid-May, following China’s earlier
retaliatory tariffs on U.S. pork products, and this led to a correction
that drove prices higher at the end of May and early-June. For the last
2 weeks, heavy bone-in ham values have moved slightly lower (see
chart below) and are now 11% below year-ago levels. USMEF has
conducted an analysis of the likely negative impacts on the US pork
industry from Mexico’s new tariffs, estimating that the loss in ham
values alone could reach $300 to $425 million in the second half of
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Hog Carcass Cutout Value: 25/6/2018 - US$84.44 /cwt. (+2% from

18/6/2018)
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MARKET MAKERS

In a major U.S. pork production expansion announcement, Seaboard
Triumph Foods has announced it will reach its full two-shift
processing capacity at its new lowa processing facility of 21,000 hogs-
per-day by this mid-October 2018. The plant started operations Sept.
5,2017, 2 years after beginning construction.

MOVING AHEAD

After nervousness earlier in the crop year over dryness in the
Southern Plains, US corns and soybeans are growing exceptionally
well, according to the most updated USDA crop condition report. The
6/18 report which can be found here stated that 78% of the corn crop
was in good or excellent condition, up 11 percentage points from a
year ago. Lastyear’s corn yields were above trend, and no crop in the
last 30 years has had such good numbers for this time of the year.
Nearly all corn planted has emerged from its seed throughout the 18
main producing states, but analysts note that damage is still possible
in July and August, key growing months through the corn belt. USDA
reported a similar excellent crop condition for soybeans. US corn and
soybean prices have dropped sharply since China’s June 16
announcement that it could place 25% retaliatory tariffs on U.S.
agricultural imports, including corn and soybeans, on or after July 6.
Early last week, soybean futures hit a 10-year low based on both the
China threat and good crop conditions. New crop corn futures reached
$4.265 per bushel on May 2314, but mid-last week were as low as
$3.755. The markets face more uncertainty, with #1 export market
Mexico still threatening to impose a duty on U.S. corn; in CY 2017,
Mexico purchased approximately 28% of the USA’s 53 million tons of
corn exports. While China purchased less than 2% of US corn exports
in 2017, it is by far the largest US soybean market, purchasing over
50% of all US oilseed exports. Last week, media reported that the
USDA was exploring assistance options for crop, livestock and grain &
oilseed farmers hurt by new tariffs.

TRADE

Japan’s imports of all categories of pork products during the first 4
months of 2018 increased slightly (+1.35%) over the pace of last year.
On the raw side, chilled pork imports have increased at a slightly
higher rate than the decline in frozen shipments, resulting in a
gradually increasing share of chilled imports vis-a-vis frozen. During
the Jan-April period, chilled shipments accounted for 43% of total
fresh/frozen imports of 300 thousand tons, and the arrivals of chilled
pork are proceeding at a record pace this year. However, it is imports
of ground seasoned pork (GSP) - an item used in processed meat
production - that has been driving total pork imports upward. Jan-
April GSP imports were up 22% to 52,850 tons, including growth from
the U.S,, but stronger growth from the EU as well as Canada, Mexico
and Chile. GSP is taxed at 20%, unlike fresh/frozen pork which is
subject to a minimum import - or gate -price. The US is expected to
further lose GSP share as duties are lowered for the EU under the new
Economic Partnership Agreement (EPA).

Japan's Imports of Ground Seasoned Pork
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Heavy Bone-in Hams
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