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Meat Bulletin

SUPPLY & DEMAND

Beef wholesale prices firmed last week as bad weather continued
to pound the Midwest, causing performance issues in feedlots.
The latest data on average cattle slaughter weights showed them
13 pounds lower than year-ago levels, a significant drop. Year to
date U.S. beef production is down 1.7% from last year with
slaughter down 0.4%. As we have been reporting in our Bulletin,
weather has been a principal driver of recent market sentiment.
Analysts believe placements of cattle into feedlots were low during
January, when temperatures hit record lows in some major cattle
feeding regions. At the same time, January fed cattle marketings
to packing plants were high, setting up the possibility that Feb 1
cattle on feed numbers may have been lower than year-earlier
levels. USDA’s Jan 1 cattle inventory report (see MOVING
AHEAD next column) showed a slowdown in the U.S. herd
expansion. On the beef side, most analysts expect the choice
cutout to continue to move higher into the spring. A near 3% gain
in average rib primal values last week was a sign of good beef
demand, and export shipments and sales data from the latest
weekly report (week ending Feb 21) showed double digit growth in
both categories compared to the average over the previous
month.

U.s. Beef Cow Replacement Heifer Inventory on January 1
7.0 2017: 6.4 mil head, +0.4%
2018: 6.1 mil head, -4.1%

6.5 2019: 5.9 mil head, -3.0%
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Source: USDA/NASS.

Beef Choice Beef Cutout Value: 4/3/2019 — US$223.55/cwt.
(+2% from 25/2/2019)

The pork cutout moved slightly higher last week after consecutive
week-on-week declines since the beginning of the year. Storms
early last week caused slaughter numbers to fall below the 2.5
million head- per-week level, but the uptick in the cutout could also
have resulted from market players taking advantage of multi-year
lows in some primal values. The decline in slaughter hit live hog
prices, with average prices sliding 3-4%. The pork market remains
slack, with only bellies and hams managing to score value gains
last week. Bone-in ham prices are still nearly 30% lower than a
year-ago levels, which could be encouraging some early buying
for Easter (April 21). The market could also be getting a boost
from speculators betting on China reducing its punitive 50%
import duties on U.S. pork by the end of the month. The U.S.
President requested over the past weekend that China remove
duties on affected U.S. agricultural products as a good-will gesture
while trade talks continue.
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Hog Carcass Cutout Value: 4/3/2019 - US$6293/cwt

(+3% from 25/2/2019)

MOVING AHEAD

USDA issued its semi-annual cattle inventory report last week,
and it clearly showed a slowing trend for the US herd expansion,
now in its 5" year. Major numbers from the report appear in the
table below. Overall the report showed that the cattle herd
expanded modestly last year, and though beef production will
expand again this year, the rate of increase is declining. The beef
cow herd grew only 1% last year, after 2.9% & 3.5% increases in
2016 & 2017. Producers are now holding back fewer heifers for
herd replacement, and if cull rates increase, the beef cow herd
could show a year-on-year decline on Jan 1, 2020 (see graph
previous column). National cattle on feed numbers still show year-
on-year increases, but with geographic changes; cattle on feed
numbers have declined in Nebraska and Kansas, but are being
offset with increases in Texas and several smaller feeding states.
The report’'s overall numbers fell in line with those of most
analysts.

Key Cattle Inventory Figures
Jan 1, 2018 & 2019
(“000 head)

2018 2019 % Change

All cattle & calves 94,298 94,760 +0.5%
Beef cows 31,466 31,766 +1%
Dairy cows 9,432 9,353 -0.8%
Heifers=500 Ibs for beef

cow replacement 6,108 5,925 -3.0%
Heifers=>500 lbs for milk

cow replacement 4,768 4,702 -1.4%
Calwves under 500 pounds 14,401 14,515 +0.8%
All cattle on feed 14,146 14,371 +1.6%

+1.8%

Calf crop
TRADE

35,758(2017) 36,403(2018)

In our Feb 12 Bulletin, we highlighted beef import growth in China,
Hong Kong, Japan and Korea. Although the smallest importer
among the 4 markets, Korea’s beef import performance deserves
greater explanation. Korea has been a critical growth market for
U.S. beef exports; during 2018 (Jan-Nov), growth in Korean
imports (volume) of U.S. product accounted for 53% of the USA’s
total 97K ton export increase. Koreans are now the largest
international consumers of U.S. beef on a per capita basis. And
that growth has been rapid. Korea’s per capita U.S. beef intake
increased 124% between 2013 and 2018, or from 1.8 kg to 4.1 kg.
The US-Korea free trade agreement, or KORUS, has helped drive
consumption as US product has become less expensive to import
due to annual duty reductions. Currently, the duty on U.S. beef is
18.7%, down from 21.3% last year, and less than half the 40%
tariff that existed pre-KORUS. Korea’s total beef & variety meat
imports set another new annual record in 2018, reaching 453,818
tons, +10%. Value rose to $2.9 billion, +18%, with the value of
U.S. imports climbing 30% to $1.635 billion, and Australian
shipments rising 6% to $1.115 billion. U.S. market share on a
value basis climbed from 51% in 2017 to 56% last year. Recently
released data showed that Korea’s import growth continued in Jan
2019 with chilled/frozen beef imports up 16% to 36,133 tons.

Korea’s Chilled/Frozen Beef Imports
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ACTIVITIES:

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

Web: www.usmef.org.cn
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U.S. Beef Cow Replacement Heifer Inventory on January 1
7.0 2017: 6.4 mil head. +0.4%
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Key Cattle Inventory Figures
Jan 1, 2018 & 2019

(‘000 head)
2018 2019 % Change

All cattle & calves 94,298 94,760 +0.5%
Beef cows 31,466 31,766 +1%
Dairy cows 9,432 9,353 -0.8%
Heifers=500 Ibs for beef

cow replacement 6,108 5,925 -3.0%
Heifers>500 Ibs for milk

cow replacement 4,768 4,702 -1.4%
Calves under 500 pounds 14,401 14,515 +0.8%
All cattle on feed 14,146 14,371 +1.6%

Calf crop 35,758(2017) 36,403(2018) +1.8%
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