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SUPPLY & DEMAND

The beef cutout moved lower last week as nearby futures contracts fell
on concerns of beef supplies. Last week saw the cutout value fall
below year-earlier levels for only the 2nd time in the last 52 weeks.
Almost all primal values slipped, except for briskets. Ribs and loins
weakened in a counter-seasonal movement after rallying strongly
during Q1 and through the last 5 weeks. Ribeyes exhibit a clear cyclical
movement with summer steak demand driving average values to their
peaks during mid-June (see graph below). Ramped up harvest activity
and cooler spring weather may be factors behind last week’s
downward drift. Weekly slaughter last week hit 664 thousand head,
with average live cattle weights up 10 pounds from a year-ago to 1,329
pounds. On the live cattle side, negative sentiment surrounds the
market as US-China trade talks are to be extended another month and
cattle futures selling has dominated trading activity as funds have
exited contracts. Despite the gloomy market atmospherics, there has
been good news on the export side; beef exports for the latest reporting
week ending May 20d jumped sharply (see graph below), with shipments to
Korea and Taiwan reaching the highest weekly levels since 2008. Exports
to Japan and HK (see story next column) were also higher. The news on
the trade bump came just days after data showed a -3% YOY drop in total
beef and beef variety meat exports during Q1.
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Beef Choice Beef Cutout Value: 13/5/2019 — US$221.58/cwt. (-2%
from 6/5/2019)

The pork cutout ground higher last week, with most primals registering
gains. Sparerib demand is hot, with current values +21% from year-ago
levels. U.S. trade data released last week showed Q1 total U.S. pork &
variety meat shipments dropped (volume) 6% YOY with total trade value
off 14%. Mexican and Chinese punitive tariffs continue to hammer U.S.
pork export volumes and prices, with the value of pork exports on a per
head basis off 16% during the Jan-March period (to U.S. $46.15)
compared to Q1 2018. Futures ended last Friday on a down note as the
U.S. imposed new tariffs on $200 billion in Chinese imports and bilateral
trade talks appeared to be sputtering.

Hog Carcass Cutout Value: 13/5/2019 — US$88.24/cwt. (+6% from
6/5/2019)
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MARKET MAKERS

Just after exiting its investment in veggie meat substitute
manufacturer Beyond Meat, Tyson Food’s senior management has
announced the company will launch its own line of plant-based meat
substitute products this summer. The U.S. meat substitute market is
worth about $1.44 billion, according to Euromonitor International
estimates, while the value of the total sales of beef, pork, and lamb was
estimated several years ago to total approximately U.S. $133 billion,
Sales of poultry accounted for an additional $52 billion.

MOVING AHEAD

New consumer taste panels have revealed that consumers rate the
quality and eating experience of fresh pork cooked to 145 degrees
Fahrenheit to be higher than the experience of eating well done pork,
even when varying marbling and pH levels in the raw meat to more
optimum levels. According to the new research from University of
Illinois, home cooks and chefs can improve taste, juiciness and
tenderness simply by cooking chops to the USDA standard: 145
degrees Fahrenheit. In 2011, the USDA announced that it was
updating its recommendations for safely cooking red meats, including
steaks, roasts, and chops. Historically, consumers have viewed the
color pink in pork to be a sign of undercooked meat. If raw pork is
cooked to 145°F and allowed to rest for three minutes, USDA stated
that it may still appear pink but is safe to eat. Global habits of
overcooking pork relate to concerns about Trichinellosis risks. But in
the U.S,, surveillance by the Centers for Disease Control from 2008-
2012 revealed that incidence of the reportable disease fell to an
extremely low 0.1 cases per 1 million population as result of decades
of improvement in commerecial farm raising practices. For all practical
purposes, the presence of the Trichinella nematode worm has been
eliminated in U.S. commercial herds. For the taste panel, consumers
were asked to rate juiciness, tenderness, flavor, and overall
acceptability of pork cooked to 145, 160, and 180 degrees Fahrenheit.
Consumers rated the chops cooked to 145 as tastier, juicier, and more
tender than chops cooked to 160, regardless of pH. The results were
confounding in that expectations were that darker color and more
marbled pork should lead to a better tasting pork chop. Consumers
gave the highest ratings to pork chops cooked to 145, regardless of
color and marbling. Color and marbling are important determinants of
the attractiveness of pork at supermarkets, but the degree of doneness
turns out to be the most important factor in predicting eating
satisfaction.

TRADE

Hong Kong’s beef and pork imports fell during Q1 as mainland China
pork imports were soft, despite African Swine Fever, and as more beef
was shipped direct rather than through re-export channels. Re-
exports of beef from HK to China are illegal, and import requirements
between the separate customs zones differ, but the territory continues
to serve a major re-export role to the mainland. The U.S. and Brazil
remain HK’s top beef suppliers, followed by Argentina, Canada, and
Australia. HK’s pork imports dropped 39% during Q1 2019, with
year-on-year declines for all of the territory’s top suppliers, including
Brazil, the U.S,, China, Netherlands, and Germany.

Hong Kong: Q1 imports of total pork ("000 metric tons)
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Hong Kong: Q1 imports of total beef ("000 metric tons)
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