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The beef cutout remained steady last week, as strength in the rib
complex was offset with weakness in the plate and flank primals.
Beef trimmings, both fatty (50%) and lean manufacturing beef
(90%) have come under pressure in recent weeks, but analysts
believe the price drops will soon stimulate more featuring by
retailers. The 50CL reference price has fallen below $50 per cwt
for the first time since last October while the 90CL price has
dipped below $200 per cwt for the first time since the first week of
January 2017. Live fed cattle prices should start to advance
seasonally as the final quarter of the year begins. Demand for beef
will be the key factor in determining how far live fed cattle prices
advance but weekly slaughter levels are ramping up, which should
be a positive for fed cattle values. Over the last 2 weeks, weekly
harvest levels have exceeded 650,000 head. In general, fed cattle
prices have been more solid than expected and despite a notably
larger supply of cattle in the pipeline. For example, the supply of
cattle-on-feed more than 150 days being almost 33% higher than a
year ago, but feedlots have been able to keep cattle pricing steady
as packers aggressively source cattle. Packers continue to up
harvest levels as rib, loin, plate and brisket primal values remain at
levels 10% higher than year-ago levels. And although round and
chuck primal values are below year-ago levels, items such as
trimmed chuck rolls sold to Korea remain at high levels.

Beef Choice Beef Cutout Value: 1/10/2018 - US$205.08/cwt.
(<-1% from 25/9/2018)

Despite a very large slaughter week and increasing production, the
pork cutout - and live hogs - managed to advance last week in
reaction to positive trade news (see TRADE next column.) In its
latest WASDE report USDA projected total pork production for Q4
to be 6.3% higher than Q4 2017. Following the release last week of
USDA’s most recent hogs and pigs report, which showed inventory
numbers slightly below analyst’s explanations, analysts now
believe that Q4 output could be more restrained, with available
market ready hogs in Q4 possibly being only 3.5% higher than last
year. According to USDA, on Sept. 1, the total swine herd size was
75.5 million head, up 3% from a year ago and from June 1. The
breeding inventory, at 6.33 million head, was also up 3% from last
year, and up slightly from the previous quarter. The market hog
inventory, at 69.2 million head, was up 3% from last year, and up
4% from last quarter. In terms of profitability, analysts expect
lower costs of production to continue, although they don’t
anticipate them to be dramatically lower. Corn prices are lower
but are expected to remain near year-ago levels, but soybean meal
prices, influenced by a large crop and higher tariffs, are lower than
they were last year. Meal prices are expected to stay lower for the
next six to nine months, but forecasts could quickly change with
new developments on the trade front. ASF in China and Europe
have boosted market sentiment, and U.S. pork export sales during
the latest reporting week of September 14 were robust, with large
bookings for Mexico, Canada, Japan & Australia.
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Hog Carcass Cutout Value: 1/10/2018 - US$81.05/cwt. (+1%
from 25/9/2018)
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As African Swine Fever (ASF) spreads in China and Europe, the
USDA’s Animal and Plant Health Inspection Service (APHIS) has
announced plans to strengthen traceability initiatives in order to
minimize disruptions to commerce of non-infected animals in the
event of a major animal disease outbreak. The goals of the
enhanced plant are: 1) advance the electronic sharing of data
among federal and state animal health officials, veterinarians and
industry; including sharing basic animal disease traceability data
with the federal animal health events repository (AHER); 2), use
electronic ID tags for animals requiring individual identification in
order to make the transmission of data more efficient; 3), enhance
the ability to track animals from birth to slaughter through a
system that allows tracking data points to be connected; and 4),
elevate the discussion with states and industry to work toward a
system where animal health certificates are electronically
transmitted from private veterinarians to state animal health
officials. A key part of the plan is the sharing of state and industry
information with AHER as the U.S. moves toward a more
comprehensive national traceability system for all livestock.
Under the new plan, the USDA will cease providing free metal
traceability tags, and will move to a program of disseminating
electronic tags on a cost share basis. In early 2010, USDA
announced a new approach for responding to and controlling
animal diseases, referred to as the Animal Disease Traceability
(ADT) framework. ADT legislated that livestock moved interstate
must be officially identified and accompanied by an interstate
certificate of veterinary inspection (ICVI) or other documentation.

TRADE

Last week was another busy one for US trade negotiators, as the
U.S. announced the completion of negotiations on updated trade
agreements with Mexico and Canada, and Japan issued a release
stating that it would enter into bilateral talks with the U.S. Japan
noted in its statement however that “with regard to agricultural,
forestry and fishery products, outcomes related to market access
as reflected in Japan’s previous economic partnership agreements
constitute the maximum level.” This means that market access for
U.S. red meats will not increase beyond the commitments Japan
made during the Trans Pacific Partnership (TPP) talks. If the U.S.
and Japan reach agreement on an overall pact, Japan's 38.5%
current import duty on frozen beef could drop quickly to the
26.9% (29.3% for chilled) duty prevailing under the current Japan-
Australia Economic Partnership Agreement (EPA). So far,
Australia is the only major beef supplier to gain relief from the
38.5 percent tariff, but under the terms of the TPP, similar
conditions will be extended to beef imports from Canada, New
Zealand and Mexico, and the rate for those beef suppliers,
including Australia, will eventually drop to 9%. In other major
trade news, the U.S. and Canada reached a last minute deal Sunday
to save the 25-year old North American Free Trade Agreement
(NAFTA). The new pact, called the United States-Canada-Mexico
Agreement, will expand access to Canada’s dairy and poultry
markets and otherwise preserve the current duty free trade in
agricultural and other goods that existed under NAFTA rules.
Approximately 24% of the USA’s $7.114 billion in beef exports are
shipped to the two neighbors, with 36% of the value of total US
pork exports (US $6.192 billion in 2017) moving just north and
south of the US border. In other trade news, effective Sept. 24,
China imposed additional tariffs on approximately $60 billion in
imports from the United States, including an additional 10% tariff
on pork stomachs and casings (HS tariff codes 05040011,
05040012, & 05040029) Other U.S. red meat products were also
included on the latest retaliation list, but they are items not
currently eligible for export to China, including chilled lamb and
brined beef.
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