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Market Indicators . . . June 15, 2018 
Production Prices 
Week Ending 6/16/2018 Last Year Ago Weekly Average ($/Cwt) Last Week Ago Year Ago 
  FI Cattle Slaughter (Thou Hd) 654 639   Live Steer  110.81 114.66 130.12 
  FI Hog Slaughter (Thou Hd) 2215 2178   Dressed Steer 177.94 182.75 205.94 
  FI Sheep Slaughter (Thou Hd) 40 39   Choice Beef Cutout 223.52 226.95 250.86 
  Live Y. Chicken Sl. (Mil Hd) 163.9 164.9   USDA Hide/Offal  9.47 9.48 11.69 

      GA Auction Fdr. Str. (6-7 Cwt.) 137.78 138.13 141.56 

  Slaughter Cattle Live Weight 1315 1327      
  Slaughter Hog Live Weight 284 279   Iowa/S. Minn. Base Hog  81.19 74.66 82.38 
  Slaughter Lamb/Sheep Live Wt. 141 137   Natl. Net Hog Carcass  79.49 75.17 82.62 

      Feeder Pigs (40 Lbs) ($/Head) 42.16 43.23 51.69 
  Beef Production (Mil Pounds) 519.4 511.9   Pork Cutout  81.98 78.49 94.74 

  Pork Production (Mil Pounds) 474.0 453.3      
  Lamb, Mutton Prod. (Mil Lbs.) 2.8 2.6   Lamb Cutout  334.52 333.80 381.04 

           

Previous 6 Wk. Moving Avg.     Corn, Omaha ($/Bu) 3.46 3.58 3.47 
  Total Beef (Mil Lbs) 512.7 487.5   Wheat, Portland ($/Bu) 6.04 5.98 4.98 
  Total Pork (Mil Lbs) 477.6 457.9   Wheat, Kansas City ($/Bu) 5.50 5.36 4.41 
  Total Lamb, Mutton (Mil Lbs) 2.8 2.4   Soybeans, Cntrl IL ($/Bu) 9.16 9.60 9.32 
       
Source:  Various USDA-AMS reports.  Data are preliminary. 

 

Trends . . .  U.S.  RED  MEAT  EXPORTS  IN  APRIL  EXCEED  EXPECTATIONS 
 USDA’s Economic Research Service (ERS) published the U.S. monthly meat and poultry trade data 
for April. Those data are on a carcass weight equivalent basis.  Both beef and pork export tonnage 
exceeded expectations, while chicken remained lackluster. Beef posted the largest April on record on a 
tonnage basis, surpassing 2017 by 16%. Pork tonnage posted the largest month ever, coming in at 548 
million pounds, with strong gains to Mexico, which was up 41% compared to a year ago. 
 ERS reported that the U.S. sold beef directly to 93 different countries during April. In order of size, 
the top six destinations were: Japan, South Korea, Mexico, Canada, Hong Kong, and Taiwan.  Year-
over-year, large percentage gains occurred to Mexico (rising 31%), Taiwan (up 19%), Canada 
(increasing 11%), and Japan (up 9%). Values also increased, up 20% for beef and variety meat exports 
during April.  

During April, ERS reported pork exports went to 76 different countries. Pork export trends by 
country were mixed even though the total increase in tonnage was large, up 18% year over year.  Pork 
exports saw decreases from Hong Kong (-68%), Taiwan (-44%) Japan (-8%), and Canada (-5%). 
Increases were led by Mexico on a tonnage basis up 53 million pounds (up 41%), followed by South 

Korea gaining 32 million pounds (up 70%), and 
other countries bought 17 million pounds more 
compared to last year.  Sales to Caribbean 
countries also had a small increase. The value 
of fresh, frozen and chilled also climbed and 
was up 14% on April 2017, totaling $480 million 
for the month of April.  

April data precludes many of the new 
announcements that were made regarding 
tariffs on pork from Mexico and is likely too 
early to see changes from China’s new tariff 
regime.  New trade policies from U.S. trade 
partners are difficult to assess because there 



are so many moving parts in these dynamic markets. Exchange rates, individual product elasticities, and 
relative values to other countries create a moving target to forecast.   
 
EXCHANGE  RATES  ADJUST  AMID  TRADE  TURMOIL 
 The most impressive exchange rates changes this year have been the devaluations relative to the U.S. 
dollar (USD) of the Argentinian Peso and the Brazilian Real. The Argentinian Peso has lost 24% of its value 
since the first of the year on a monthly basis, and the Brazilian Real is 13% below January’s.  Argentina’s 
currency devalued 51% in May compared to May 2017, while Brazilian Real was 13% weaker relative to the 
USD. These weaker currency values make Argentinian and Brazilian more competitive on the trade front. It’s 
considered a headwind to U.S. grain exports for corn and soybeans. However, with the crop problems in 
South America, the U.S. should still have no trouble grabbing market share in the near term. 
 This isn’t what is grabbing headlines recently though. Mexico, one of the largest destinations for U.S. 
Agricultural products has lost 13% since the strongest week of 2018. The large drop can be attributed to the 
recent headlines regarding the U.S. placement of tariffs on steel and aluminum imports from countries that 
were previously given an exemption. In the wake of facing a 25% tariff increase, Mexico retaliated by putting 
a number of U.S. products under new tariff restrictions. The Mexican Peso in the last week has lost 0.85 to 
USD and has continued to devalue. This trend has sped up recently, but the Mexican Peso has been 
moving lower since April 2018. However, it’s important to recognize that day to day or even week to week 
changes in currency values are too short-term compared to the global factors that shape them. Longer term, 
exchange rates are determined by macroeconomic forces and by sectors much bigger than the agriculture 
and food trade sphere. 
 Over that same week that the Peso lost 0.85, the Japanese Yen lost 1.62, the Argentinian Peso lost 
0.89, and the South Korean Won appreciated 4.00. The U.S. is in a favorable macro environment, 
supporting the U.S. dollar. GDP estimates released the last week of April indicated the US grew at 2.9% in 
real GDP and this week the Fed raised rates and shifted policy away from financial crisis recovery. U.S. 
inflation rates have picked-up, and the U.S. has entered its 10th straight year of solid economic growth. In 
contrast to the U.S., economic growth in many other countries is now slowing.   
 
POULTRY  SECTORS  FACE  MARGIN  CHALLENGES  

Overall chicken industry profitability so far this year, when adjusted for the mix of products produced has 
been slightly better than 2016, which was not a good year and far below 2017’s. Hatchery output is expected 
to reflect this situation, with hatchings up 2% this quarter but then tailing to unchanged from last year’s 
during the summer quarter, and maybe even a slight decline for the last quarter of the year. Much depends 
on the path of corn and soybean meal prices in coming months, and higher costs for these production inputs 
will skew chicken production decisions to the downside. 

Increases in U.S. chicken production will struggle to be absorbed overseas or on the domestic market 
without lower prices. U.S. consumption (retail weight) is expected to increase from 2017’s 63.7 pounds per 
person to only 64.0 pounds this year. Excess production will accumulate in cold storage. Inventories of 
chicken in cold storage at the start of the second quarter were up 15% compared to a year earlier and will be 
a factor limiting production expansion later in 2018. 

Chicken processor gross margins were unseasonably weak during April and May as wholesale breast 
meat and wing prices struggled. Most important has been depressed prices for deboned products. Margins 
for lighter weight whole birds, such as rotisserie-style product have improved during the same interval and 
are at the highest levels in at least two years. The dichotomy in economic returns between the two markets 
should encourage some more production of smaller birds over the course of the next year or two, which 
would moderate the pace of total tonnage increases. 

U.S. turkey production in 2018 is set to decline year-over-year by 1-2% as producers respond to 
negative economic conditions. Whole bird prices were well below a year ago throughout the first half of this 
year. Expectations are for those prices to improve as downward production adjustments tighten inventory. 

Supported by low prices, turkey exports were active in the first quarter. The gain compared to 2017 was 
15%, and was the largest for the quarter since 2014. Strength in the export market is expected to continue, 
and the annual forecast is for turkey exports to be up 7%. Mexico is the largest market, which of course 
could be problematic, especially if NAFTA stumbles. 

Lackluster domestic consumption is the biggest challenge for the turkey industry. Domestic use was 
down 5% from a year earlier during 2018’s first quarter. There is little incentive to increase, or even maintain 
production at recent levels until there is some clear sign of an uptick in U.S. consumer demand. 
 


