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The USDA Choice beef cutout advanced last week and has risen
approximately 5% from its end-of-July close. Values moved higher
despite last week’s large slaughter, which saw close to 660,000
cattle processed. The rib primal value has increased for the last 4
weeks as seasonal demand increases and beef features proliferate
for the upcoming Labor Day holiday (Monday September 3rd).
Loins and briskets also advanced last week as the end of the
grilling season draws closer. Labor Day is also a popular holiday
for ground beef and hamburger grilling, and wholesale ground
beef prices also increased last week along with 50% trim.
Analysts had expected boxed beef values to drift lower through
August, but except for last week, beef harvest levels have been
lower than forecast, especially during the last 3 weeks of July,
which have helped to prop up wholesale beef prices. Exports
continue to be strong (see TRADE next column), which is also
helping beef prices despite trade accounting for only 13% of total
beef output (including variety meats) during H1 2018. June’s US
beef muscle cut exports were the highest on record. Cattle futures
ended higher at the end of last week on reports of new US-China
trade talks scheduled for this week in Washington.
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Beef Choice Beef Cutout Value: 20/8/2018 - US$213.98/cwt.
(+5% from 30/7/2018)

Wholesale pork prices moved sharply lower last week as pork
processing activity remained at a high level. Average wholesale
belly values fell by double digits, and account for most of the
decline in the cutout in recent weeks (see graph below). The pork
cutout has now moved lower for 7 weeks in a row. US pork prices
remain extremely attractive, with reference values for heavy bone-
in hams 20% below the most recent 5-year average. Year to date
production is up 3.3% from last year with slaughter up 2.7%. Live
hog values are very low at only US $ 0.70/kg. according to USDA.
Last week ended slightly optimistic as reports filtered in about
China’s 2nd African Swine Fever (ASF) outbreak. A 3rd outbreak
was reported over the weekend.

Change in Primal Values, Per Head Basis
Week ending August 17, 2018 compared to July 18, 2017
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Hog Carcass Cutout Value: 20/8/2018 - US$67.18/cwt. (-10%
from 30/7/2018)

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

Tyson Foods will acquire Keystone Foods in a deal worth
approximately US $2.4 billion, according to press reports.
Pennsylvania-based Keystone produces value-added chicken, beef,
fish and pork products, including chicken nuggets, beef patties and
breaded fish fillets for major foodservice operators such as
McDonald’s. The purchase from Brazilian-based Marfrig includes
6 US processing plants and 8 plants and three innovation centers
in China, South Korea, Malaysia, Thailand and Australia.

MOVING AHEAD

In a major sign of alignment between cattle feedlots and a major
beef processor, Tyson Foods has announced it will begin to
purchase a large number of its fed cattle from feedlots certified
under the Progressive Beef program, an audited feedlot
management program approved by the USDA designed to improve
food safety, sustainability and animal welfare. Feedlots currently
using Progressive Beef's feedlot management program market
approximately 1 million head of cattle per year. Progressive Beef
(PB) is owned and operated by the feedlot cooperative The Beef
Marketing Group (BMG) headquartered in Kansas. Tyson,
through its considerable marketing power and 6.76 million head-
per-year processing capacity, is encouraging more feedlots to join
the program and has a goal to source half of its fed cattle supply
from feedlots that are PB certified. Tyson will segregate beef and
beef byproducts during processing and then market and sell PB
beef to its domestic and international customers with the story
that the products are derived from feedlots that embrace
sustainable beef and best animal care practices. Customers will be
able to utilize the PB attributes as they wish, either through
labeling at retail, or though social media acknowledging the
availability of PB products. The new branding exercise is entitled
Progressive Beef + Tyson Fresh Meats. More information can be

found at http://progressivebeef.tysonfreshmeats.com/.

TRADE

The release of somewhat optimistic US beef and pork export data
for the 1st half of the year has cushioned some of the pain of recent
trade turmoil. Analysts note however than most of the impact of
higher tariffs, especially by Mexico and China was not felt until
toward the end of Q2, and that conditions moving forward will be
even more challenging. Despite tariffs, US January to June pork
plus pork variety meat exports were up 21,900 tons, or 2% (value
+5%), from the pace of last year, with higher exports to South
Korea (+42%=+39,600 tons), Mexico (+4%=+14,700 tons). South
America (+29%=+13,900 tons), Central America (+20%=+6,600
tons), the ASEAN (+16%-=+3,700 tons), Caribbean + Dominican
Republic (+3,000 tons), Australia/NZ (+2,900 tons), and Taiwan
(+900 tons) offsetting declines in China/HK (-21%=-58,300 tons),
Canada (-4%=-3,900 tons), Japan (-1%=-1,100 tons), Russia
Region (-640 tons), Africa (-370 tons), and the EU (-40 tons). US
beef exports during H1 2018 reached 662,873 tons, up 9% in
volume terms and +19% in value terms. Higher exports were
reported to Korea (+36%=+29,900 tons), Japan (+6%=+8,500
tons), China/HK (+15%=+8,450 tons), Taiwan (+32%=+6,500
tons), Mexico (+2%=+2,600 tons), Central America (+1,460 tons),
the ASEAN (+1,270 tons), the Caribbean + Dominican Republic
(+1,140 tons), South America (+330 tons), and Canada (+110
tons). Exports were lower to Africa (-1,560 tons), the Middle East
(-1,360 tons), the EU (-1,260 tons), and the Russia Region (-40
tons). US beef exporting activity in July and so far in August has
continued at a brisk pace; USDA weekly export data shows that
through August 9th, beef muscle cut exports to main markets are
running 20% higher than the pace of a year ago, with near 50%

gains year-on-year to Korea and Taiwan.

Web: www.usmef.org.cn
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