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SUPPLY & DEMAND

The beef cutout finished mixed last Friday, with middle meat primal values
dropping while end cuts edged higher. A four-week 10% decline in live fed
cattle prices flattened at the end of last week. Analysts reported solid beef
sales at retail leading up to this past Memorial Day long weekend, but wet
weather scattered across the nation probably dampened some grilling
activity. The main agricultural story last week centered around the
growing problems with getting corn planted, and grain prices and futures
advanced sharply. Meanwhile, USDA published its April cattle-on-feed
numbers. The May 1 number was a record for the month, but still fell short
of the monthly record set during February 2012. The surprise of the USDA
report was the lower-than-expected number of cattle placed on feed
during April. This provides some optimism that the wall of fed cattle
expected this fall may be more modest than anticipated. Like corn,
placements of cattle into feedlots have been slowed by continuing rain
storms and wet weather.
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Value: 24/5/2019 - US$221.64/cwt.

The pork cutout closed out last week down week-on-week due to growing
pessimism over the likelihood that the U.S. and China would complete a
trade deal in the near future. Pork futures were in a holding pattern last
week with optimists believing that China’s ASF scourge will create huge
imports & opportunities for all major and minor pork exporters, with
pessimists countering that the U.S. will sit on the sidelines of this increased
China trade due to the punitive 62% import duties (competitors pay 12%).
Countering the souring mood about trade prospects with China, which saw
the weakening of most average U.S. pork primal values last week, average
ham values firmed due to the announcement a week ago Monday that
Mexico had abolished the punitive 20% punitive import duty on U.S. pork.
The action came as a response to the U.S. announcing May 17 that it would
abolish the 25% and 10% duties on Mexican and Canadian steel &
aluminum imports respectively. The news drove the U.S. ham primal
higher, as hams have been a major component of U.S. pork exports to
Mexico. Rollout boneless ham values jumped 4% to $1.40/lb. Hams are
now up 45% from year-ago levels, but remain below recent historical highs
seen in 2014 (the 2014 high was $1.43/lb. for heavy bone-in hams and
$2.23/1b. for rollouts).
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Hog Carcass Cutout Value: 24/5/2019 - US$83.27 /cwt. (-6% from
13/5/2019)

MOVING AHEAD

U.S. commodities futures exchange platform The CME Group has
announced it has begun publishing a new CME Fresh Bacon Index to
help the marketplace establish a more transparent reference price for
fresh pork bellies that are a main ingredient used to make bacon.
Bacon is one of the most ubiquitous meat products in the U.S. The new
index has been developed as wholesale values for bellies have become
much more volatile, despite seemingly stable but growing demand for
bacon. Last year, pork bellies were the most volatile of all pork
primals (see graph below). The new index aims to provide U.S. pork
producers, packers, processors, wholesalers, restaurant operators,
supermarket chains and others with a weekly reference price which
will track supply and demand dynamics of wholesale bacon
transactions on the cash market. A weekly bacon price will be
published by the CME each Monday. This value will be based on a
combination of negotiated and formula transaction values that are
currently made available from USDA. The CME Fresh Bacon Index will
represent a reference price reflecting the value of a 40,000 lot of fresh,
skinless pork bellies, expressed in U.S. cents per pound. The CME
managed trade in a frozen pork belly futures contract from 1961
through July 2011, at which time the exchange dropped the futures
product due to trading inactivity. Interestingly, bellies futures
predated the creation of financial futures products, and during the
1980s, the heyday of the contract, some traders used them as a tool to
hedge against macroeconomic risks.
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TRADE

On May 17, Japan opened to imports of U.S. beef derived from animals
over thirty months of age (OTMB). USMEF estimates that the expanded
access could increase U.S. beef and beef product exports to Japan by up
to $200 million per year. Major items of commercial interest include
mountain chain tripe, tongues, intestines, steak items and other
primals from fed cow programs, as well as Asian cuts such as short
ribs. Approximately 20% of the U.S. beef supply is sourced from cattle
that are over thirty months of age. Because age determination by
dentition sees some under-thirty-month cattle be categorized as older
animals, the new rules will see a small but not insignificant additional
volume of young fed beef now eligible for export to the USA’s #1 beef
market. At the end of 2005, Japan restored access for U.S. beef muscle
cuts and offal items from cattle 20 months of age and younger,
extending the age limit to 30 months in February 2013. In April 2017,
Japan ended its age-based BSE testing on domestic Japanese cattle,
which started the process of assessing risk of cattle from negligible
BSE-risk suppliers, including the United States. The U.S. is likely to
begin to engage both Korea and Taiwan on allowing OTMB; both
markets have determined that OTM U.S. beef is safe, but political
considerations have prevented the implementation of the terms of the
full access agreements.

ACTIVITIES:
Food Show, Taipei: June 19-22, 2019

Restaurant & Bar, Hong Kong: Sep 3-5, 2019
FHC, Shanghai: Nov 12-14, 2019

Web: www.usmef.org.cn




S-ME 4

() LfENSFM
GO 201945 928 H $£1+—%5.38
COVASESSS LB

ERER > ESUE TR 10%HEAEEESME R o Al
5 ENERECHELSH KR  E2EFRNHEER
JE > B = [E S HURE AV R SR RE 2 R B B RS T B
Do ERARL TS T 2 B A REE S T R FoiE B ] H 4 ™
B DBV ST & AR Bk o SEtFE > 2E
RAIBAATT 4 AAREFREEEE - 5 A 1 HirSREE
BN H A 485 - EJYEFY 2012 4 2 AR HEL T - EER
A EEIRE S NBIME 4 A4 RAEFRKEUR RN T -
AR T SRS - BSERENERE S Ak
BT RELLTIIRARS © A0[RI FORFME—1E - EHHFF SRR
FNERIR S A HWE AL B -

Weekly Choice Beef Cutout Values US$/pound w2018
$2.70 2018
—e—2017
$260 | /'\ ,,.-‘_;"'%\ ——2016
$250 J— P | —=—2015
1 ———5 Year Avg
T e R T B BN B R
5858~ ESTS5858EEEE

EEAL IS A BN FETEE (FFEH) : 201945 H 24 H—
$221.64 ET / BEE (85 2019 4E 5 H 13 HEEHI/ND 1%)

0 5 R R AR 1 R A ISR S RO 5 P I T A
SRAAEN » SECERIEA S IR R TR - RS ARt
IAREOIRE » FWE XEAN - PERIEN Y
P BRI P AR E A AR Rl 5 76
T BB 0 ER 629 M T 1 S B (5 5 2
129) » FEIHERCHANE P ES 5 P O % - RovrE
BRI L RESERAA S IS TR T
YRR TR AT o DR PR b8 — B 3 A
Uz 200 - I2RIEINT T £ EE 5 H 17 B EARE0N
S B PG AN AR5 25%F1 10%H7H 15384 -
T B 2 2 O E B S R B REA H EE)
TEERBEARIGHTE L - ZERIBANE L 4% 5T
1.4 57T - HATRBATSELEEEN K 45% » (BIYERIT
5] 2014 SFHIT B £(2014 AE R BRI 1018
1.43 5T » MIEFIVNERE 2.23 1) -

Weakly Pork Cutout Values USSpound

=— 2t
i —a— 2010
e 2T
—200
=015

| — & vaartng

ALESSEERER B oy 5 ]

Fiel)

HBEAESUIMNEE - 2019 £ 5 A 24 H-$83.27 =51/ B
2019 4£ 5 B 13 HiE/D 6%)

(B2

EER AT S 0 The CME Group B AR &AM
CME Fresh Bacon Index » DLEEBNTH 3%/ 4 £ 5ERE il ARG
VL HEERNSENE o R EML A FIEERAY E A
w e SR EEE RS B RZERm - RESEIRIVERE MU
REEAREN K - FivEEUEER K RE ArtZ 0
AN B - ZER AN EARTEERRS Y]
R A TRE (L NE) - Vs B EE S AETE
BESERE ~ HILRE ~ #E& R ~ BB DURGESRE L EE
REFESEN - BRI TS ERUE R SR
IS o CME NN ERE—AMEFEERNE o ZEERER
AT ] M ZEE B US89 58 5 A iEE RIS S B A&
=,  CME Fresh Bacon Index JSEJ K2 Bt 40,000 3445 &7
FEHEMAMENSENE » DL/ DFES TR - CME &
M 1961 % 2011 4 7 HEARLSTRIBRE ARV 6T &2
L5 RS EAS B FHARER » 5 O T
mm o HERHE o BB AT B R e 0T 0 mAE
1980 FAHEAGT G LI HEITHY » — 252 5 G RE B A A 67
VEDINE M A2 5 KBS T A -

U.S. Pork Belly Primal

$/1b.
$2.00

$1.80
$1.60
$1.40
$1.20 /-
$1.00
$0.80

$0.60

Source: USDA/AMS.

A ST

5 H 17 H > BARFRGEORE 30 PHEELEAF HEYEE
FA(OTMB) - SEEINEH DTl - ECSER A m]
SEFFEINLE 2 ZETrREF RS R hE N
A o EF g AR ST V) H B4R AL 2% (mountain - chain
tripe) ~ A~ Al ~ BEERESAIEAMASR E EAEE BAHITR
Sy UIRs AL - PRI & S8 s/ NgE © K2 20%H75<[E]
FABRCRE D 30 PHIREIR A - R DU SIlE S
I AR — 2 e 30 ARV AEEREZAYF
BE - WTHVAUE R R EPUMEFF IR R EHY R ERE
B R OB R EDESE /YRR » R 2005 4
J&& - HAREFFRGED 20 NHELLIT HigtyE=EF R
PRI a6 5 72 2013 4 2 HRFHAE S IRATIE £ 2 30 4
H 22017 £ 4 F > HAHUEWENFRERFEHY BSE
MR - FT e s P 20E BSE XS4 AV ABERNIE > &
FEREEN - ZERTES T RERBEMNEE TF
OTMB ; XM HIZE EIE OTM HYSEEA - AZLEHY -
{EECARZR RS 2 E Rt IR -

EERAEH Oh2ESh TS
ERanE adk: 20194 6 A 19-22 H

BHEWE: 201949 §3-5H
EEERE AT AR SRS 2019 F 11 B 12-14 H

M %k5: www.usmef.org.cn



