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SUPPLY & DEMAND

Storms and flooding in the USA’s northern cattle country reduced
cattle harvest volumes last week, propelling beef wholesale prices
higher. Primal ribs weakened slightly, but all other primals gained
during a week when weather was again the main market driver. Over
the last weekend, a “bomb cyclone” caused record flooding in major
cattle areas in Nebraska, the largest beef processing state and one of
the largest cattle feeding states. The weather outlook for this week is
for clear and warmer weather, but the copious amounts of
precipitation this winter and early spring will keep feedlots wet and
muddy for a few more weeks. Moreover, flooding will impede the
movement of cattle into and out of feedlots, reducing harvest numbers.
Analysts are already forecasting that cattle-on-feed (COF) numbers on
March 1, when reported, will be below the level of March 1, 2018, the
first time COF will have shown a year-on-year decline since December
2016. On the consumption end, beef demand has been seasonally soft,
but some analysts believe consumer pocketbooks have been pinched
by higher energy bills due to this year’s cold weather. USDA data

continues to show carcass weights running below year ago levels; for
the week ending March 2, average fed steer carcass weights were 874
pounds (396 kgs), 9 pounds less than a year ago.

5!

2016: +7% or
+608,333 mt
2017: +3.5% or
+331,893 mt
2018: +1.7% or
+168,657 mt

2019 ytd: -0.2%

——2014 fed
——2015 fed
——2016 fed

2017 fed
—4-2018 fed
~=-2019 fed

Million pounds per week

340

320
= > & < 3 S 5 > =R g G 4
& < ",\h . ","“ & L SR S & <

Beef Choice Beef Cutout Value: 18/3/2019 - US$228.33/cwt.
(<+1% from 11/3/2019)

The pork cutout powered higher last week, driven mainly by rumors of
greater import demand from China and speculation that the
government may reduce import duties on U.S. pork as a goodwill
gesture (see TRADE next column). The June lean hog futures contract
rose 10.7% last week based on anticipation of greater exports, and
evidence that even under the current 62% import duty regime, some
U.S. pork items could be profitably imported. Reports were also
circulating that EU has been steadily rising prices, widening the gap
between U.S. and EU offers, although there is still a 50% spread
between tariffs assessed on EU and U.S. products. That said, the most
recent USDA export data (week ending March 7) reported net U.S. pork
muscle cut sales to China of nearly 29,000 tons, the highest number in
nearly 2 years. For perspective, consider that the U.S. exported
approximately 20,000 tons of pork to the Philippines during all of last
year.
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Hog Carcass Cutout Value: 18/3/2019 - US$72.39/cwt. (+9% from
11/3/2019)

MARKET MAKERS

Marfrig Global Foods S.A. and shareholders of National Beef
Packing Company have acquired beef processor lowa Premium
from the USA’s largest foodservice distributor Sysco Holdings for
U.S. $150 million. lowa Premium’s single processing facility is
located in central lowa and has a slaughter capacity of 1,100 head
per day. Iowa Premium focuses on processing high quality Angus
& other grain-fed young cattle. Marfrig purchased a 51% majority
share of National Beef in April 2018. Marfrig is now the 2nd Jargest
global beef processor after JBS S.A.

MOVING AHEAD

A great deal of media has been devoted to alternative ‘meat’
products, and the U.S. livestock and meat industry has been vocal
in advocating that they are regulated as strictly as the current
federal USDA inspection system for red meat & poultry, both in
terms of safety and consumer labeling. The state of Missouri has
passed legislation banning the use of ‘meat’ terminology to
describe food products not derived from a slaughtered animal. Lab
grown meat, derived from actual animal cells has posed more
regulatory challenges. Although no cultured meat products are
currently being sold in any significant commercial quantities,
USDA and the FDA announced earlier this month a formal
agreement to jointly regulate “human food products derived from
the cells of livestock and poultry”. Under the agreement, FDA will
oversee cell collection, cell banks, and regulate cell growth and
differentiation. USDA’s Food Safety Inspection Service (FSIS) will
monitor and regulate the harvesting of the cellular based meat
products, and also oversee the preparation of final products and
product labeling.

TRADE

African Swine Fever (ASF) continues to roil global pork markets.
There have now been 113 confirmed cases in 28 provinces in
China, with about 1 million pigs slaughtered. Statistics released
last Friday by China’s Ministry of Agriculture showed that the
national pig herd declined 16.6% in February from the previous
year, an acceleration from January when year-on-year numbers
showed a 5.4% decline. The sow herd stood 19.1% lower in Feb
from the same month in 2018. These numbers helped drive a near
17% surge in the average national live Chinese hog price last week
to US. $2.16/kg. Late last week, US. live hog prices were
approximately U.S. $0.88/kg. In the meantime, ASF seems to be
spreading faster in Vietnam with 79 confirmed cases announced
by Vietnamese authorities since the first outbreak on February 1.
Vietnam’s live hog prices had already been very high, helping pork
imports reach record levels last year (see graph below).
Interestingly, Vietnam has been one of the main drivers of Russian
pork exports. The U.S. exported a record amount of pork variety
meats to Vietnam in 2018 (10,078 tons).
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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
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