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The beef cutout value moved sideways last week, as rib prices
failed to get a seasonal post-Thanksgiving lift. Rib prices had
already been rising as supermarkets and restaurants started to
purchase for the holidays in September (see graph below). Live fed
cattle sales volumes were good in all regions last week at higher
prices, although the futures market remained somewhat sedated.
Live prices were quoted at $116-117/cwt. and dressed (carcass)
sales from $180-185. A storm hit the middle of cattle feeding
country in the Midwest over the weekend, raising the prospect
that the supply chain of fed cattle to processing plants this week
could be disrupted by transport challenges. Cattle also don’t gain
weight as fast in cold and snowy weather. Fed cattle weights
remain below year-ago levels, a sign that the industry is managing
to keep pace with the larger supplies of cattle coming to the
market. Analysts note that USDA’s weekly export report shows
slowing overseas shipments in recent weeks, with lower volumes
shipped to Canada and Mexico.
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Beef Choice Beef Cutout Value: 3/12/2018 - US$213.08/cwt.
(<-1% from 27/11/2018)

Winter storms and an unsettled post-Thanksgiving market
resulted in sideways movement of wholesale pork prices last
week. The December hogs and pigs report will be published in
mid-December but will likely show continued expansion sentiment
among producers. The number of sows farrowing has increased
every quarter for the last 11 quarters, and the efficiency of sows
continues to increase on a trend line that is adding a 3% annual
gain to the pig crop number. Late last week the media covered the
most recent (November 16 - 22, 2018) USDA pork export & sales
report that showed the largest muscle cut sales (3,350 tons) to
China since February, and the first large 2019 sales (13,000+
tons). Analysts are somewhat confused over the report, as
commercial imports of U.S. pork have been very weak since the
implementation of additional duties of 50%. Hog futures jumped
last Thursday on the China news, but eased yesterday Monday
December 3 as markets awaited details from the new US-China
100-day plan.
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Hog Carcass Cutout Value: 3/12/2018 - US$70.65/cwt.
(+3% from 27/11/2018)

ACTIVITIES:

SIAL, Shanghai : May 14-16, 2019
Hofex, Hong Kong: May 7-10, 2019
Food Show, Taipei June 19-22, 2019

The Agricultural Marketing Service’s Quality Assessment Division'’s
(QAD) grading services of USDA are voluntary unlike that of meat
inspection by USDA’s Food Safety Inspection Service, which is
mandatory. Beef grading has received substantial attention of late
due to the record number of cattle reaching the USDA PRIME level.
Roughly 96% of steers & heifers, 59.3% of sheep, and 27.1% of
veal calves commercially slaughtered in the U.S. are voluntarily
graded by QAD’s 150 USDA meat graders nationwide. USDA
Choice and USDA PRIME percentages reached 81.3% combined
during Fiscal Year 2018 (October 1, 2017 through September 30,
2018), and the number of USDA PRIME carcasses reached an all-
time high of 7.6% of all those presented for quality grading. But
QAD does much more than grade cattle. QAD also oversees USDA’s
Export Verification (EV) programs. In FY 2018, QAD conducted
2,000 audits for over 850 firms, including many EV audits. EV
programs are necessary when a foreign country’s import
requirements are different or additional to FSIS domestic meat
safety requirements; e.g., range of eligible products, required
feeding practices, & age or source requirements. QAD provides EV
programs for 25 foreign markets for beef, veal, bison, pork, lamb,
goat, eggs, egg products, and poultry. The value of export products
that flow into the 25 markets under EV programs totaled more
than $3.8 billion last year. USDA QAD additionally certifies over
122 Process Verified Programs. Production claims continue to be
high-priority attributes that users of USDA’s PVP seek to certify,
such as traceability and source verification practices. The variety
of products covered by USDA PVP include pork, beef, veal, and
lamb, as well as grains, feed, and feed ingredients. During FY 2018,
the average cost to customers for QAD grading and certification
services was only $0.0004 per pound for red meat products, and
$0.0041 per pound for poultry products.

TRADE

Although China’s pork imports were down through September, the
volumes of all red meat and poultry entering the Greater China
market (GCM), defined as China, Vietnam, HK, and Macau,
continue to grow. There are no official statistics on the movement
of meat products between these areas, but in total, volumes this
year are up from the pace of last year. Jan-Sept meat exports to
the GCM were approximately 5.3 million tons, up 6% on last year’s
pace but down from that of 2016 (see graph below). The growth
has been in beef and sheep meat, while poultry is rebounding from
last year’s low level and pork is below that of the previous two
years. Over 40% of this trade is bound for Hong Kong and Vietnam
(or roughly 2.25 million tons). For Jan-Sept, shipments to HK were
estimated at 1.49 million tons (roughly 75,000 containers), down
8% from the pace of last year. In contrast to the slowdown to HK,
shipments of all meat and poultry products to Vietnam Jan-Sept
were up 17% to 873,000 tons, with main suppliers being India
(457k tons, -4%), the EU (130k tons, +49%), U.S. (99k tons, +77%)
and Russia (60k tons, +58%). Ukraine, with its fast growing
poultry industry, shipped 11,533 tons to Vietnam (primarily
poultry) during the 15t 9 months of this year.
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