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After 3 weeks of gains, the beef cutout eased last week, with
wholesale beef orders softening after yesterday’s Labor Day
holiday. Labor Day marks the end of summer and will see beef
demand dynamics shift as consumers put grills away and
emphasis turns to roasts. Live cattle and beef values have held up
well this summer according to analysts, but will come under more
pressure for the remainder of the year as pork production
seasonally ramps up and wholesale pork prices stay low. One sign
of concern to market watchers is the high number of cattle that
have been in feedlots for 150 days or more, referred to as front-
end cattle. On September 1, analysts estimate the number of front
end cattle was 31% above the previous year on September 1 and
the 2nd largest number ever for that date. The supply is forecast to
decline percentage-wise into November and December then
increase again. Last week, USDA released its summary of the
combined cattle inventories for the U.S. and Canada (USDA
released the inventory for just U.S. cattle in July). The July cattle
inventory for Canada was the lowest since 1988. Drought in major
Canadian cattle producing areas has resulted in animals being sent
to feedlots or to the U.S. instead of being retained to rebuild the
herd (see drought monitor below).

Canadian Drought Monitor
Conditions as of July 31%, 2018

Drought Intensity

Beef Choice Beef Cutout Value: 31/8/2018 - US$209.69/cwt.
(-2% from 27/8/2018)

The steady decline over the past 2 months of wholesale pork
prices halted last week as news of a new U.S. trade deal with the
USA’s #1 overseas pork market Mexico was announced. Although
the additional tariffs may not be lifted for months, the news of an
agreement boosted market optimism. Despite the positive trade
news, wholesale ham values, a major export item to south of the
border, declined again last week. The reference wholesale ham
primal value dropped to the lowest level since late May last week
to settle at approximately $0.53/lb. The close marked the 4th
consecutive week of lower finishes for heavy bone-in hams values,
and the item is now 28% cheaper than this time last year. Live fed
hog prices continue to drift lower, and last week settled at
approximately U.S. $0.80/kg. Despite lower prices, slaughter
plants are handling the larger flow of animals, and average harvest
weights of 126 kgs. were similar to the levels of a week ago. The
U.S. pork industry could be the recipient of nearly U.S. $850 million
in USDA trade assistance funds from an agricultural assistance
package announced last week (see MOVING AHEAD next column.).
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Hog Carcass Cutout Value: 31/8/2018 - US$67.21/cwt. (+3%
from 27/8/2018)
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On August 27, 2018 Secretary of Agriculture Sonny Perdue
announced that the U.S. Department of Agriculture is
authorizing up to U.S. $12 billion in trade mitigation programs
(TMP) to offset the negative impacts to farmers of tariffs imposed
on U.S. agricultural imports, principally by Mexico and China The
Department will be using three different mechanisms under the
mitigation package. The Market Facilitation Program will provide
direct payments to corn, cotton, dairy, hog, sorghum, soybean, and
wheat producers starting September 4, 2018. Under this program,
eligible pork producers could receive U.S. $8 per head in
compensation for the trade-related losses in hog values and
exports since the onset of current trade friction. The U.S. $1.2
billion Food Purchase and Distribution Program will see the USDA
purchase up to U.S. $14.8 million in beef products and $558 million
in pork for distribution to states and The Emergency Food
Assistance Program (TEFAP). (TEFAP) is a Federal program that
helps supplement the diets of low-income Americans, including
elderly people, by providing them with emergency food and
nutrition assistance at no cost. Disbursements are normally made
to states who in turn allocate food to the needy. The final
component of the TMP is the Agricultural Trade Promotion
Program. Up to U.S. $200 million will be made available, on a cost
share basis, to eligible U.S. organizations like USMEF for activities
such as consumer advertising, public relations, point-of-sale
demonstrations, participation in trade fairs and exhibits, market
research, and technical assistance. Funding for this trade
promotion component should be made available by early next
year. According to the USDA, the amounts of assistance for these 3
programs are based on economic analysis of the damage caused by
tariffs “illegally” imposed on imports of these crops by some U.S.
trade partners.

TRADE

Last week we noted the slight decline in global trade volumes for
pork through the 1st half of 2018 when compared to last year’s
pace. Beef has been different, with China being a major driver for
increased trade volumes of beef globally so far this year. Exports
by top global suppliers was up about 10% in volume terms and
14% in value terms during H1 2018, reaching nearly U.S. $16
billion. Among the largest exporters, and despite its trade ‘wars’,
the U.S. has led beef export growth with a 10% volume rise in H1
(value up 21% to $3.96 billion.) Australian growth followed, up
17%, then Brazil at $2.6 billion, up 1%. Exports in US dollars were
also higher for all the other leading exporters, including NZ +6%,
Argentina +44%, Canada +12%, Uruguay +10%, the EU +11%,
Mexico +14% and Paraguay +14%. Beef import growth into
China and HK combined totaled approximately 240,000 tons, and
accounted for 73% of global trade growth of 330,000 tons. But
widespread growth in imports, including that by Indonesia and
Korea has helped underpin higher trade values and supported
growth across all major exporters.
Growth in First Half Beef Imports
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FHC, Shanghai : Nov 13-15, 2018
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