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Lean beef trimmings prices are proving to be impressively
resilient in the midst of weakening values for other beef products. Several factors are in play, currently. Favorable consumer demand for ground beef would seem to be the most obvious
feature. On the supply side of the market, imports of beef
from Australia during the most recent quarter were down 28%
from a year earlier and down 55% from the Spring of 2015,
forcing more of the demand for hamburgers to be filled by domestic lean beef production.
Imports from most other countries are up in order to capitalize on the higher beef trimmings prices. In June, beef imports from New Zealand were above a year earlier by 10%, the
first month an increase has been registered from this source in
2017. Imports from Canada in June were up 20% from the prior June and Mexico beef shipments to the US were up 30%,
year-over-year, in June. The increasing availability of beef from
countries other than Australia is reducing US demand for Australian beef. During January and February, prices for imported
Australian lean beef on the US East Coast were premium to the
fresh domestic 90% lean beef price by 4-5 cents per pound.
That premium fell back to 1-2 cents during the spring quarter
and then moved to a discount in June. The discount in Australian beef trim relative to domestic beef trim averaged 5 cents
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per pound in July. At some point in time, these price discounts
should begin to limit additional gains in domestic lean beef values.
Another issue supporting lean beef values are inexpensive supplies of fat beef trimmings. In early May, 50% lean beef trimming
prices spiked up to $2.00 per pound, but since then have fallen
back to more normal values, and are now below the five year
average for this time of year. Least cost ground beef formulation
optimizing calculations using low priced fat beef trimmings result in rising prices that can be paid for the lean beef trimming
component for making hamburger product.
Steer and heifer slaughter (the primary source of fat beef trimmings) during July and early August was up 5% from a year ago.
Even with the larger supply, prices were slightly higher than a
year ago in July, which makes a favorable statement about demand for the product. Cow and bull slaughter, the source of supply for lean beef trimmings, is up close to 10% in July and August.
The ability of lean beef trimmings prices to post the increases
relative to a year ago given the larger supply is amazing from the
point of view that demand for beef trimmings is very good this
year or was very bad last year, or maybe a little of both.
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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!
The Daily Livestock Report is published by Steiner Consulting Group, DLR Division, Inc.. To subscribe, support or unsubscribe please visit www.dailylivestockreport.com.
The Daily Livestock Report is not owned, controlled, endorsed or sold by CME Group Inc. or its affiliates and CME Group Inc. and its affiliates disclaim any and all responsibility for the information
contained herein. CME Group®, CME® and the Globe logo are trademarks of Chicago Mercantile Exchange, Inc.
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.
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sustain it going forward, consider becoming a contributor by going to our website: www.DailyLivestockReport.com
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