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Note: the next issue of U.S. Meat Bulletin will be published
August 21.

SUPPLY & DEMAND

The USDA CHOICE beef cutout inched slightly higher in its close
last Friday. Most primal prices remained largely unchanged from
the week before. Loins have been moving lower for the last 7
weeks and hit their lowest level in 7 weeks last Friday. The
weakening of steak cut values are seasonal movements, although
rib primal prices managed to remain steady last week. Live fed
cattle values remained even, although the spread between what
packers are bidding and what feedlots are asking widened last
week. Cattle market movements surprised analysts during July.
Most expected that cash prices would seasonally weaken during
the hot ‘dog days’ of summer and trade friction. The August live
cattle futures contract also traded at a steep discount to cash
prices, hinting at expectations that fed cattle prices would drift
lower through the month. Instead, live cattle prices jumped over
5% the first week of July, followed by a slight loss the following
week, and then a rebound in week 3.

Beef Choice Beef Cutout Value: 30/7/2018 - US$204.72/cwt.
(<-1% from 23/7/2018)

Despite lower slaughter levels last week, the cutout weakened
based on a large downward correction in belly values. On the
slaughter, side some processing plants allow employees time off
this time of year as a floater holiday, which gives processors a
chance to make repairs and upgrade equipment. That happened
last week, plus a large plant sustained a shutdown due to damage
from a tornado. The slowdown in hog buying drove live hog prices
lower, with Midwest U.S. slaughter hogs (live basis) hitting
$ 0.49/1b. last Friday (US $1.08/kg.). Export performance in
recent weeks has varied by market. Overall, shipments through
July 19 to all destinations remain up (see first graph below), but
shipments to China, where import duties now stand at 62%, have
plummeted (see 2nd graph below; excludes variety meats.)
Although new 20% retaliatory duties have been in place for trade
with Mexico for 3 weeks, shipments are up year-on-year.
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Hog Carcass Cutout Value: 30/7/2018 - US$74.54/cwt. (-7%
from 23/7/2018)

ACTIVITIES:
Restaurant & Bar, Hong Kong: Sep 4 - 6, 2018
FHC, Shanghai : Nov 13-15, 2018

MOVING AHEAD

The US Dept. of Agriculture (USDA) has announced it will spend up
to US $12 billion in a trade mitigation program (TMP) to assist
farmers financially impacted by ongoing trade disputes around the
globe. According to the USDA announcement, the program will
have 3 components: 1) the Market Facilitation Program will make
direct payments to farmers and producers of hogs, soybeans,
sorghum, corn, wheat, cotton and dairy hurt by recent tariffs. (2)
The USDA also announced that it would use the USDA’s
Commodity Credit Corporation (CCC) to implement a Food and
Distribution Program through the USDA’s Agricultural Marketing
Service (AMS) to purchase unexpected surpluses of trade-affected
commodities like beef, pork, milk, fruits, nuts, rice and legumes.
(3) The final USDA measure involves the CCC’s funding of a Trade
Promotion Program that will be administered by the Foreign
Agriculture Service (FAS). The program and the private sector
would work together to develop new export markets for farm
products both by resolving market access issues and through in-
country promotions. USDA did not release any breakdown on how
the $12 billion may be divided among the 3 TMP components, but
U.S. farm policy analysts expect that the majority of the funding
will flow to the Market Facilitation Program, and most to U.S.
soybean exporters. Funding will be drawn for all 3 programs from
the CCC, a federally owned corporation established in 1933 with a
standby borrowing authority from the U.S. Treasury of $30 billion.
USDA will estimate the market losses that have occurred because
of tariffs to each individual crop sector (e.g. soybeans, sorghum,
wheat, corn, cotton, dairy and hogs), and then make payments to
individual farmers based wupon their proportion of total
production. U.S. farm prices of many grains, pork and dairy have
generally weakened since trade friction began to heat up in early
April. One U.S farm organization has claimed that agricultural
producers sustained US $13 billion in losses during the month of
June alone because of heightening trade barriers and tension. The
last agricultural census in 2012 estimated that total U.S. crop &
livestock output in that year was worth $212 & $182 billion
respectively. U.S. meat and livestock groups have praised the new
aid package but also recommended speedy resolution of the trade
issues. At the end of last week, agriculture industry sentiment got
a boost from the announcement that the US and EU would halt
further retaliatory trade moves, and that the EU would buy more
U.S. soybeans.

TRADE

We have noted in this bulletin that Korea has been a major driver
for U.S. beef exports this year. Korea’s chilled/frozen beef imports
during H1 2018 were up year-on-year by 17% to 191,100 tons
based on newly released Korean quarantine clearance data. The
growth has been led by a 29% increase in U.S. beef shipments
(101,183 tons), resulting in a gain of U.S. market share from 48%
to 53%. Australian has seen growth too; Korean imports of Aussie
beef were up 7% during the Jan-June period to 75,040 tons. Trade
momentum has continued into July. Recent U.S. weekly export
data has shown shipments to Korea hit a multi-year high during
the week of July 6-12, totaling 5,930 tons, up 80% from last year.
Through May, Korea accounted for 46% of the total increase in
export tonnage (50,000 tons) so far this year.

Korea's Beef Imports, Quarantine Basis

COUNTRY FROZEN CHILLED TOTAL Frzn yoy | Chill yoy | Total yoy
U.S.A. 76,915 24,268 101,183 30% 25% 29%
AUSTRALIA 57,712 17,328 75,040 8% 4% 7%
CANADA 1,442 188 1,630 -33% 81% -28%
NEW ZEALAND 10,294 37 10,331 2% -55% 1%
MEXICO 2,006 2,006 470% 470%
URUGUAY 696 696 -49% -49%
CHILE 217 217 -14% -14%
TOTAL 149,282 41,821 191,103 17% 16% 17%

Source: Korean Quarantine & USMEF Korea

Web: www.usmef.org.cn
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Korea's Beef Imports, Quarantine Basis

COUNTRY FROZEN CHILLED TOTAL Frzn yoy | Chill yoy | Total yoy
U.S.A. 76,915 24,268 101,183 30% 25% 29%
AUSTRALIA 57,712 17,328 75,040 8% 4% 7%
CANADA 1,442 188 1,630 -33% 81% -28%
NEW ZEALAND 10,294 37 10,331 2% -55% 1%
MEXICO 2,006 2,006 470% 470%
URUGUAY 696 696 -49% -49%
CHILE 217 217 -14% -14%
TOTAL 41,821 191,103 17% 16% 17%
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