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SUPPLY & DEMAND

Most wholesale beef primal prices inched up last week as the market tried to
dissect the impact of the overly wet weather on grilling activity. The round
complex advanced as retailers ran specials on London Broil, a popular cooking
method involving broiling tough end cuts in an oven following overnight
marination. The lack of good grilling good weather could explain the temporary
interest in round cuts, but it is clear that rib and loin demand is currently on the
weak side, with wholesale prices lower year-on-year. Ground beef prices are up
year-on-year (see chart below), with some speculating that China’s huge beef
import appetite is affecting prices of lean beef & trimmings across the globe.
Overall though, and despite the weather, beef movement at retail and
restaurants has been solid. On the live cattle side, analysts are somewhat
divided over the direction of the market moving forward. The modest number
of cattle placed on feed during April surprised analysts, but all agree that the
total number of cattle on feed - a record high for May 1 - poses challenges for
the industry in the coming months. To the surprise of market observers, cattle
that were fed over this past winter performed much better than expected
considering how cold - and then wet - conditions were earlier this year across
cattle feeding country. Outright death losses were minimal, and feedlotters
made up for the poor weather conditions by feeding cattle longer. According to
Cattle Buyer’s WeeKkly, steers across all weight groups were fed 3 weeks longer
than normal with lighter steers staying on feed an extra 35 days. For the week
ending May 31, fed steer weights averaged 1,322 lbs. (600 kgs), down 1 lb. from
last week but up 8 Ibs. from last year. Cattle futures were hammered last Friday
following news that the administration may impose a 5% across-the-board
duties on all merchandise imports from Mexico.
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Beef Choice Beef Cutout Value: 3/6/2019
from 24/5/2019)

US$223.20/cwt. (<+1%

The composite pork cutout weakened last week as lower belly and butt prices
offset slight gains in ham and loin values. Analysts will be closely watching the
impact the administration’s new tariff threat will have on ham values, as
Mexico could raise retaliatory tariffs on U.S. pork imports again. Hams rose in
part last week due to the elimination of the 20% punitive duty on U.S. pork on
May 20; heavy bone in hams are now +31% YOY. Live hog and pork markets
continued to be whipsawed by evolving news on the trade side, with hog
futures falling sharply last Friday on news of the proposed new tariff action
with Mexico. WeeKkly export data shows that through May 23, total U.S. pork
muscle cut exports are up 4%, driven largely by the 290% year-on-year
increase in shipments to China, and despite a punishing 62% duty. Year-to-
date exports to Japan, Mexico and Korea however all show double digit
declines (see table below). U.S. pork production is up 2.5% from last year with
slaughter up 2.2%.

Year to Date Accumulated Pork Exports

Country YTD 2017 YTD 2018 YTD 2019 YOy
TOTAL 457,642 469,560 490,141 4%
Australia 16,864 17,325 25,831 49%
Canada 29,110 32,440 31,205 -4%
China 39,914 19,742 76,949 | 290%
Colombia 14,437 20,906 26,662 28%
Hong Kong 24,521 18,997 20,502 8%
Japan 77,368 74,309 54,408 | -27%
Korea 59,776 85,435 72,035 | -16%
Mexico 159,376 168,131 138,348 | -18%

Hog Carcass Cutout Value: 3/6/2019 - US$84.91/cwt. (+2% from
24/5/2019)

MARKET MAKERS

JBS USA has announced a major 2-year expansion project at its Grand
Island, Neb., beef harvest and fabrication facility, one of the nation’s largest
with a 6,000 head/day capacity. The project includes upgrades to the
facility’s animal handling facilities, and the harvest floor, among other
improvements. JBS USA is the largest beef processor in the U.S., with its 9
plants able to process 29,000 head of cattle per day. The plant will
continue to operate normally during the $95 million expansion work.

MOVING AHEAD

Corn plantings are the slowest on record, with USDA reporting that as of
May 27 only 58% of acres were planted vs. a 5-year average of 90%. With
the U.S. corn belt still soaking wet, grain and soybean farmers are having to
make difficult decisions on whether to plant or not plant and opt for
prevented plant crop insurance coverage. Those not planting are eligible
for crop insurance payments based on a per bushel amount multiplied by
historical yields for that particular farm. Research shows that yields fall
the later corn is planted by an amount of 1.1 bushels per acre per day past
May 30. The latest March USDA corn balance sheet forecasted that 92.8
million acres would be planted with corn this year, but analysts are
predicting that as much as 35 million acres may end up not being seeded
due to overly-wet field conditions. That would drastically change USDA’s
latest (March) corn balance sheet shown below. Corn futures leapt more
than 14% during May, the fastest monthly gain since June 2015. Futures
reached a 3-year high of $4.38 a bushel last Wednesday 5/29. Soybean
planting is also the slowest on record.

USDA March 2019 Corn Balance Sheet
2018/2019 2019/2020
89,100,000 92,800,000

Corn Change

Area Planted (acres) 37,000,000

Area Harvested (acres) 81,700,000 85,400,000 37,000,000
Yield (tons/hectare) 11.07 11.05 -0.02
Beginning Stocks (tons) 54,358,870 53,215,810 -1,143,060
Production (tons) 366,287,340 381,782,158 15,494,818
Imports (tons) 889,047 889,047 -

421,535,257
134,627,108
175,269,254
138,437,309
309,896,363

58,423,085
368,319,447
53,215,810 63,122,333

137.79 129.91

'WASDE: World Ag Supply & Demand Estimates

435,887,015
138,437,309

14,351,758
3,810,201
1,270,067
1,270,067
5,080,268

-635,034]
4,445,235
9,906,523

7.88

Supply, Total (tons)

Feed and Residual (tons)
Food, Seed & Industrial (tons)
Ethanol & by-products (tons)
Domestic, Total (tons)
Exports (tons)

Use, Total (tons)

Ending Stocks (tons)

Farm Price (U.S.$/ton)

TRADE

As in China, African Swine fever has spread quickly throughout Vietnam,
with 42 out of 63 provinces now having recorded at least one confirmed
case. According to official press reports, over 1.7 million hogs, or over 5%
of all inventories, have been culled. Vietnam has not been a major pork
importer, but analysts are now asking whether ASF may prompt larger
meat imports. In 2018, Vietnam imported approximately 130K tons of
pork, mostly from the EU (see chart below). A 10% shortfall in domestic
production would equal approximately 270K tons, not an unreasonable
amount of trade, but unprecedented in terms of the country’s import
history. ASF has caused a much sharper consumption response than in
China, with some media reports stating that fresh pork purchases had
dropped 50% in Ho Chi Minh city markets after the 1st outbreaks were
reported. Nevertheless, export data from main suppliers shows Q1 2019
pork exports to Vietnam are +95% over the pace of Q1 2018, pointing to
what will likely be record pork shipments this year,

Vietnam...2.7 million mt productior
per capita consumption around 21 kg, g

Pork & Variety Meat Exports to Vietnam

Wetric tons

130,000 mt,
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2018 imports 40,000 mt of pork and 85,000 MT of vanety meats

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



() = E S

— 20196 A48 B+—%615

(AVASTES [ 2P

K 2 MO A 2 B R NI K, T EAE TG KA JBS USA At 2R B Grand Island, Neb. (7 A
Beb m AN SO . RO ik, OV SRR Y R E, 2R REEEARKOSNEE L, B
3B A (London Broil) i i iR 3 (3B AR — R AT IO AR FEAER 6,000 ko fEEVHEIAE TR A KIS B S
R, T LR i AR B Y, RE R ET A RUB SRR, DURIU TGS M 7. JBS USA K% E &K
B, BRI SE A P AMEE BRI R AR T T SR SRR AR PSRN, O B S R ATALEL 29,000 k4 R . TERERE
BN, (RN, AR M R EALR§E, ik 9,500 JIETMY TR, %E MRS IERIZE.
WA TR . LA R BT ), — e ORI 8
B0 HE 11 2F A 7 R IE I A R R AR A b . kT TR
=, RERAFEE, ETEmEMEITNENENRIEE. 65 B
W, ST T R R T AR A . 4 A BNEE iy TORMERRIR A LR, REA RS, #E 5 7
R R E AT EF, HEPE A&, 5 B 1 BelF 27 Hy OUF S8R CBRE, 1M 5 AFRFE KA A
3 10 E 35 M E KK SLA s S Bk, A miidy  90%. RS [E KR A A WG RS, B BRI K
B B AN BB AL LB AR LR B [ 20 Fi RSB AR 15 25 1 003k B 7 MR 1 400 5 e
FFRES, CURE N R E AR . 24 N s e WORIITUE . AR Rl A AT DUARSE A s R P Bt e A
AN, B BB R 4 R K R AR IR 1 R A R I R SRS B AR . BRI, FORIa
WRIGE. HE Cattle Buyer’ s Weekly, Fififk@X A/ has % FEE 1E5 A 30 HZ AR RESEmAE Ry 1.1 AR &
EERELES 2 3 8, mikEEEn N EN SRSy &1 3 ARKRERLBIARE = AGERIN, SEMEE KK+
35 K. BE 5 A 31 N, CIEMAGRTEERYy 13022 5 HEB 9,280 IR, HEANIMHN, HiRHbis i,
(600 A7), Wb 1B, (EELEERSN 8 B, 4 Rliteyy WHERE A 3,500 JISAE ARMAGEGAE Rl IR R AR SR
W LR T2 RIEA, AT B E RO R e B R EARMBESH G AR R, WFERTR. 5 A H
(A 765 o A 59601 4 T 6B o TR e ik 14%, A 2015 4 6 A Lkt
% Tri sy AR, W LA S 5 0 29 HiAE 3 AkEWMRE
ST 438 EInMm. oo R R A LU

s1.20

s110

USDA March 2019 Corn Balance Sheet

)00 Corn 2018/2019 2019/2020 Change
so.90 S Area Planted (acres) 89,100,000 92,800,000 37,000,000
soso <7 —=—2019 Area Harvested (acres) 81,700,000 85,400,000 37,000,000
S5 Yield (tons/hectare) 11.07 11.05 -0.02
ing Stocks (tons) 54,358,870 53,215,810 -1,143,060
so-e0 Production (tons) 366,287,340 381,782,158 15,494,818
$0.50 Imports (tons) 889,047 889,047 -
Supply, Total (tons) 421,535,257 435,887,015 14,351,758
- Feed and Resi (tons) 134,627,108 138,437,309 3,810,201
N ———— Food, Seed & Industrial (tons) 175,269,254 176,539,321 1,270,067
% Zﬁik%ﬁ 43 l;:j E'ﬁ:m%jﬁﬁ (ﬁﬂé&) : 2019 fli 6 H 3 EI - hanol & by-products (tons) 138,437,309 139,707,377 1,270,067
— Domestic, Total (tons) 309,896,363 314,976,631 5,080,268
$2 23.20 %75 / ﬁﬁ% (ﬁ 2019 £|3 5 E 24 EI i@ﬂﬂ /J\B/Q\ 1%) Exports (tons) 58,423,085 57,788,051 -635,034]
Use, Total (tons) 368,319,447 372,764,682 4,445,235
R " . Ending Stocks (tons) 53,215,810 63,122,333 9,906,523
s N N "
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