Sponsored in part by

Vol. 16, No. 118 / June 14, 2018

Copyright © 2018 Steiner Consulting Group, DLR Division, Inc. All rights reserved.

Supplies of beef normally marketed in the form of hamburgers or
processed meats such as sausages and deli meats have been rising since
2011. Beef from cows and bulls (as opposed to steers and heifers) along
with imported beef is typically marketed as 90% lean beef. In 2017, these
supplies were up close to 10% from six years earlier.
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freezers this March, essentially a net 51 million pound reduction in lean
beef supplies this March compared to a year earlier. That decline easily
offsets the increase in cow and bull beef production. The story for April
is similar, but not as dramatic. There was a 7 million pound out
movement of beef trimmings from freezers in April 2017 compared to
an 8 million pound movement of beef trimmings into cold storage this
April, a net decline of 15 million pounds when comparing the two
Aprils.
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This year started out looking like another increase was likely, but
trends this spring raise some doubts. Supplies in January and February
were up 4 and 8 percent, respectively, but the January increase was
boosted by one extra weekday than a year earlier. March supplies were
down 5% from a year earlier, but similar to January, there was one less
weekday than in March 2017, so on an equivalent workday/weekday basis,
supplies were about unchanged this March. April was the reverse image of
March, with supplies unchanged during the month but one more weekday,
resulting in supplies per weekday falling short of the prior April. This
declining trend from February to April is a contrast to the norm for these
months in prior years of this decade. With this supply situation as the
background for the market, the gradual increase in lean beef values is not
surprising.
The big change between the first two months of the year and the
third and fourth months of the year has been beef imports. In January and
February, beef imports were above a year earlier by 20 million pounds per
month (+10%, carcass weight equivalent). March and April beef imports
were below a year earlier by about 15 million pounds per month. This is
still just a partial offset to domestic beef production (Federal Inspected
basis) from cows and bulls that was up 25 and 37 million pounds from a
year earlier in March and April. The third component of lean beef supply,
net in or out movement of trimmings from cold storage provides the last
piece in the picture. In March 2017, there was a 41 million pound
movement of beef trimmings out of freezers into market distribution
channels. This compares to a 10 million pound increase in beef moving into
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An interesting perspective related to price relationships has
been divergent trends between fresh domestic lean beef and imported
product. Domestic fresh 90% lean beef trim prices have moved up 4
cents per pound from February to May while Australia/New Zealand
90% lean beef prices have declined 9 cents. Prices for the supply
component that is increasing are going up while prices for imported
product are going down when availability is declining. These trends
point to a shift in product demand favoring fresh product at the
expense of frozen or imported beef.
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The Daily Livestock Report is made possible with support from readers like you. If you enjoy this report, find it valuable
and would like to sustain it going forward, consider becoming a contributor. Just go to www.DailyLivestockReport.com
to contribute by credit card or send your check to The Daily Livestock Report, P.O. Box 4872, Manchester, NH 03018

Thank you for your support!
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Disclaimer: The Daily Livestock Report is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation to buy or trade any commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or
possible where projections of future conditions are attempted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indication of future performance.
Futures are a leveraged investment, and because only a percentage of a contract’s value is require to trade, it is possible to lose more than the amount of money initially deposited for a futures
position. Therefore, traders should only use funds that they can afford to lose without affecting their lifestyle. And only a portion of those funds should be devoted to any one trade because a
trader cannot expect to profit on every trade.

