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SUPPLY & DEMAND

The beef cutout has not changed significantly since our last price
check on December 17" of last year. The new year saw a slow
start, with ribs drifting lower and end cut values firming, but only
slightly. Analysts are watching live cattle values for market clues,
and the new year started off with strengthening prices for fed
cattle. Weather remains an uncertainty during this middle-of-
winter season, and so far, much of cattle growing country has
experienced cold and wet weather. While good for the soil, too
much moisture can create muddy feedlot conditions, which can
impact the feeding efficiency of cattle. Cattle weights are
already lower year-on-year; last week, live fed cattle weights
averaged 1,374 Ibs. (623 kgs.), steady with last week but down 8
Ibs. from the same period last year. Dressed weights averaged
829 Ibs., steady with last week but down 7 Ibs. from last year.
Carcass weights should see a seasonal drop through May. An 8
pound drop in average carcass weights is equivalent to a weekly
1% drop in total beef production, so cattle weights will be closely
watched this spring. The return to regular work patterns this
week will provide a better indication of market sentiment moving
forward into spring.
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Beef Choice Beef Cutout Value: 7/1/2019 — US$214.28/cwt.

(+1% from 17/12/2018)

The pork cutout has drifted lower since mid-December, closing last
Friday at U.S. $0.70/Ib., down 11% from the first week of January
last year. Bellies and ribs found some market strength last week,
with bellies closing at the highest level since early November, and
up 14% from the same values of a year ago. Market analysts Urner
Barry noted increased international interest for boneless hams last
week. Weekly estimated pork production for the first week of
January was 482.6 million pounds, up 20.0% from the last week of
December and up 6.3% from last year. Weekly slaughter was 2.262
million head, up 10.1% from the previous week and up 6.6% from
last year. Live weights averaged 286 Ibs. (130 kgs.), down 1 Ib.
from last week but steady with last year. Trade talks in China this
week are being closely watched and will likely impact the futures
market.
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Hog Carcass Cutout Value: 7/1/2019 — US$70.56 /cwt. (-2%
from 17/12/2018)

ACTIVITIES:
SIAL, Shanghai : May 14-16, 2019

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

MARKET MAKERS

One of California’s few meat processors, Yosemite Meats, will shift
its operations to a new location just dozens of miles from its old
Modesto, CA facility. Yosemite Meat is a specialty meat processor
and distributor that delivers custom beef, pork and poultry products
to a diverse customer base, with expertise in the Asian and
Hispanic markets. Yosemite will change its name to Modesto
Foods (www.yosemite.meat.com)

MOVING AHEAD

With 2018 now in the past, analysts are collecting and collating
annual performance indicators of the U.S. livestock industry.
Venerable industry analysts the Livestock Marketing Information
Center (LMIC) has issued its estimates for 2018 U.S. pork industry
output and concludes that total 2018 U.S. pork slaughter reached
124.7 million head, a year-on-year increase over the CY 2017 level
of 2.8%. LMIC estimated that the U.S. produced 11.97 million tons
of pork last year, up 3.1% from the output of 2017. U.S. per capita
consumption of pork reached 50.8 pounds (23 kgs.), the highest
since 2007. Annual market barrow and gilt prices (carcass basis)
averaged U.S. $ 0.645/lb. (RMB 9.75/kg.), 7% below the level of
2017. LMIC is estimating that this year, U.S. pork production will
jump again, to 12.25 million tons, an increase of 2.3%. LMIC
forecasts that hog prices will be similar to those of 2018, with lower
year-on-year prices in Q1, higher prices in Q2 & Q3, and similar Q4
prices with those of the Oct-Dec 2018 period last year. Exports
remain a wild card, as there is still considerable uncertainty over
tariffs in top markets China and Mexico. Market analysts are
looking for a disruption in the release of USDA market information
as the government shutdown will see some regular reporting
cease. Other critical government services will remain open, such
as meat inspection by USDA’s Food Safety and Inspection Service
and veterinary inspection duties by USDA’s Animal and Plant
Health Inspection Service (APHIS).

TRADE

All eyes are on trade talks in Beijing this week, due to conclude
today, between mid-level officials from the US and Chinese
governments. Little has been reported about the format of those
talks, but U.S. officials include agricultural trade experts from both
USDA and USTR. There is great U.S. industry interest in any
possible improvement in trade terms, especially on the pork side,
as many analysts believe China may import far larger volumes of
pork meat in 2019 due to supply challenges related to African
Swine Fever. But with the U.S. facing 62% punitive duties, the U.S.
will find it hard to compete with European suppliers, who through
the end of November, accounted for approximately 64% of China’s
1.982 million tons of total pork imports (-11% from last year’s pace).
According to newly released Chinese trade statistics, the U.S.
accounted for 13% of Chinese pork imports for the 1% 11 months of
2018. The chart below shows shipments to China through October.
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http://www.yosemite.meat.com/
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