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An Update on the ASF Situation

Last fall, Doane warned that the August outbreak 
of African swine fever (ASF) in China could 
hugely affect the Chinese and global markets for 
hogs and pork. The piece compared the situa-
tion to the 2013-14 outbreak of Porcine Epidemic 
Diarhea virus (PEDv) in the U.S., which greatly 
reduced U.S. hog and pork supplies and sent 
prices soaring. 
Early ideas that the outbreak could cut China’s 
massive herd by as much as 20% now look too 
low. China’s Ministry of Agriculture and Rural Af-
fairs recently indicated China’s March sow popu-
lation had already fallen 21% annually by March, 
with the market hog total down 19%. 
In early April, Chinese officials stated that ASF 
outbreaks have occurred on only 112 farms/
operations in 28 provinces, with new cases now 
dwindling. But the problem is clearly much worse. 
One source argues China’s market-ready hog 
supply is down between 15% and 70%. Hebei, a 
province in northern China that includes Beijing, 
is one of the worst hit areas, where losses are 
likely in the 70% area.
Unlike many other diseases and viruses, Afri-
can swine fever has a 100% mortality rate. That 
means there is no opportunity to build immunity in 
other animals. And with no vaccine available (or 
expected for at least a decade), it is tough to see 
where the spread of ASF across the region ends. 
ASF has already moved into Vietnam, Cambodia 
and Mongolia.  
China’s situation was confused by widespread 
herd liquidation, as farmers exited the hog busi-
ness. Sources say herd liquidation is ending, 
whereas big piglet losses last fall will soon be felt 
in market hog numbers. Chinese prices turned 
sharply higher in February. China bought 77,732 
MT (171.4 million lbs.), or roughly one-third of 
U.S. weekly pork production, during the week 
ended April 4, which illustrates their growing need 
for product. 
Doane believes China’s imports of beef, pork and 
poultry will surge as a result of the ASF situa-
tion, thereby tightening global pork supplies and 
boosting prices. But the global beef and chicken 
markets may not react as much as previously 
thought.  

In mid-April, U.S. and Chinese officials were discussing whether to hold 
more in-person meetings, said Treasury Secretary Steven Mnuchin, after 
talks in Beijing and then Washington in the preceding weeks. Mnuchin said 
the U.S. and China are continuing to make progress on trade talks and 
“getting close to the final round of concluding issues.” He said he and U.S. 
Trade Representative Bob Lighthizer would have two telephone calls with 
their Chinese counterparts to work on a narrowing set of issues that week. 
Mnuchin said he had updated many finance ministers about the progress of 
the talks. "This is way beyond anything that looked like a bilateral investment 
treaty," he added. Meanwhile, U.S. negotiators have reportedly tempered 
demands that China curb industrial subsidies as a condition for a trade deal 
after strong resistance from Beijing. Those watching the U.S./China talks 
closely want to see if Lighthizer (bad cop) comments at all on Mnuchin's 
(good cop) optimistic remarks.

China’s ag ministry announced it will review its anti-dumping and anti-
subsidy tariffs on imports of dried distillers grains (DDGs) from the U.S. The 
review starts today and should be completed by April 15, 2020, the ministry 
said in a statement on its website. These restrictive tariffs have been in effect 
since 2016, with the anti-dumping duties falling in the 42.2% to 53.7% range 
and anti-subsidy tariffs ranging from 11.2% to 12%. This followed similar 
comments on a review of sorghum import policy.

The bipartisan Biodiesel Tax Credit Extension Act of 2019 was recently 
proposed in the House. The language is identical to the biodiesel tax incentive 
provision in Senate legislation introduced by Senators Chuck Grassley 
(R-Iowa) and Ron Wyden (D-Oregon). The Senate legislation would provide 
a two-year extension of expired tax incentives, including the blenders credit. 
Congress retroactively extended the incentive for 2017, in February 2018, 
leaving the credit expire beginning in 2018.

The ASF threat caused The National Pork Producers Council to cancel 
its 2019 World Pork Expo as ASF continues to spread in Europe, China 
and some other Asian countries. “While an evaluation by veterinarians and 
other third-party experts concluded negligible risk associated with holding the 
event, we have decided to exercise extreme caution,” NPPC President David 
Herring said. “The health of the U.S. swine herd is paramount; the livelihoods 
of our producers depend on keeping ASF out of the U.S.” 

The USDA recently launched two new features on farmers.gov to help 
agricultural producers manage their farm loans and navigate the application 
process for H-2A visas. The “My Financial Information” feature enables 
producers to view farm loan information, interest payments, and payment 
history. To access their information, producers will need a USDA eAuth 
account to login into farmers.gov. Also, the USDA’s new H-2A Visa Checklist 
Tool brings program requirements, fees, forms, and important dates into one 
location. The H-2A Visa Program – also known as the temporary agricultural 
workers program – helps American farmers fill employment gaps by hiring 
workers from other countries.

In the wake of spring flooding, senators are urging the USDA to provide 
Livestock Indemnity Program (LIP) assistance as quickly as possible. The 
senators also requested that USDA delegate LIP approval authority to Farm 
Service Agency (FSA) County Committees “because they are the most 
familiar with local conditions.”
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CORN
The annual USDA Prospective 
Plantings Report published March 
29 indicated farmers intend to plant 
92.792 million acres of corn this year, 
up 3.663 million acres (4.1%) from 
2018. The forecast came in 1.6 million 
acres above the average of pre-report 
surveys and above the high end of the 
range estimates. March 1 corn stocks 
were stunning, totaling far more than 
expected. USDA estimated March 1 
corn stocks at 8.605 billion bushels, 
down 287.2 million bushels from 
last year, whereas the December 1 
difference totaled 630 million bushels. 
This implies a much larger 2018/19 
carry-out than previously thought. 
Futures fell sharply in response, but 
pared the losses as another winter 
storm barreled through the Midwest in 
mid-April, because significant planting 
delays and shifts toward soybean acres 
are now likely. Funds remained heavily 
short, as they anticipated excessive 
supplies, but that could power a big 
advance if/when bullish news comes 
into the market.

SORGHUM                               
The USDA indicated producers plan 
to cut 2019 sorghum plantings by 10% 
to 5.135 million acres. The largest 
percentage reductions are for Okla-
homa, South Dakota and Texas, with 
smaller percentage reductions for 
Kansas and Nebraska. Colorado is the 
only state expected to boost sorghum 
acreage. If realized, this would be the 
lowest sorghum acreage on record. As 
for the 2018 crop and progress with 
its marketing, sorghum export sales 
remain far behind last year’s pace. 
Exports may total only 85 million in 
2018/19 compared to 205 million in 
2017/18, which reflects the impact of 
the U.S./China trade conflict. Quarterly 
stocks as of March 1, 2019, were up 
37 percent from a year ago. Sorghum 
carryout for 2018/19 looks set to soar 
71% to 60 million bushels. That largely 
explains the cutback in planting.

SOYBEANS
USDA estimates 2019 soybean 
plantings will total 84.617 million 
acres, down 4.579 million acres from 
last year and 1.552 million acres lower 
than the average pre-report estimate. 
As expected, more acres are coming 
out of soybeans than are being added 
to corn. The soybean stocks report was 
friendly, implying strong domestic 
usage. In mid-April, futures slumped 
in response to weekly export sales 
tumbling 76% below the four-week 
average due to China’s absence from 
the weekly tally. Total sales for the 
2018-19 season are the slowest in 
seven years. Still, support continues 

to develop below the market on 
signs of progress toward finalizing a 
U.S./China trade deal. Weak buying 
stemmed from rising Brazilian 
and Argentine crop forecasts and 
aggressive pricing by South America 
exporters. The market awaits a U.S.-
China trade agreement, although 
the ASF outbreak is reducing that 
country’s demand for soybean meal.

WHEAT 
USDA projects that U.S. farmers 
will seed 12.830 million acres of 
other spring wheat (OSW) in 2019. If 
realized, this would be off 3% from 
2018. Durum seedings were seen 
falling 31.2% from 2018 to just 1.420 
million acres. USDA also routinely 
updates its preliminary winter wheat 
acreage estimate in the March report; 
the report boosted winter wheat 
seedings 214,000 acres above the 
prior estimate to 31.504 million. Thus, 
total U.S. wheat acres are projected 
to slip 4% to 45.754 million in 2019. 
If realized, this result would be the 
smallest U.S. all-wheat seedings on 
records going back to 1919. Futures 
moved lower on disappointing weekly 
export sales and rising 2018-19 global 
inventories through early April. While 
U.S. wheat is competitive on the world 
market, shipping premiums continue 
slowing sales. The HRW crop looks 
good, but the SRW crop is hurting. 

FEEDER CATTLE
The feeder cattle market tends to 
rally from late winter-early spring 
lows to a seasonal peak at some point 
in late summer or fall. The 10-year 
average for the CME feeder index puts 
the early low on March 3 and twin 
peaks in early August and again in 
early November. The spring-summer 
rise very likely reflects diminishing 
supplies of feedlot-ready yearlings 
born two years prior, since fed cattle 
prices are usually under pressure 
through mid-year, whereas corn prices 
tend to rally (and boost feed costs), 
especially if summer weather isn’t 
cooperating with farmers. Rebounding 
fed cattle prices probably play a 
big role in the autumn feeder gains. 
Traders are clearly optimistic about the 
outlook given the premiums summer 
and fall futures were carrying over 
mid-April feeder index quotes.

CATTLE
The cattle market sustained its winter 
strength into mid-March, when 
country prices reached $129/cwt. Fed 
cattle prices have since struggled, 
with traders clearly worried about the 
onset of the usual spring breakdown, 
as large numbers of calf-fed animals 
come to market in the May-July 

period. Futures found support from a 
mid-April winter storm that dominated 
activity across the northern Plains 
and Midwest. Wholesale strength 
apparently reflected vigorous demand 
from both domestic and international 
buyers, while active feedlot marketings 
limited market-ready supplies. China’s 
problems with African swine fever 
(ASF) could also support cattle and 
beef prices in the coming months, as 
indicated by the modest discounts built 
into summer and fall futures despite 
the prospect of cyclically increasing 
numbers in the coming months.

DAIRY
U.S. dairies stuck with the status quo 
during February 2019, as indicated by 
the domestic milking cow population 
at 9.359 million head, unchanged from 
January. Still, the herd fell 77,000 head 
(-0.8%) from a year ago. In contrast, 
the long-term upward trend in milk 
production per cow continued, with 
that figure at 1,818 pounds per cow 
rising 1.1% annually. The monthly 
milk production total at 17.015 billion 
pounds was rather remarkable in 
setting a fresh all-time record for the 
month. That’s a routine result for the 
other months, but the 2019 figure 
topped the 16.904-billion record set 
in 2016, which was exaggerated by 
leap day that year. The dairy market 
outlook has clearly improved lately, 
as signified by recent futures strength. 
The rise may encourage producers 
to expand herds slightly this spring, 
but sustained price strength may be 
required to reverse the 2018 cutback.

HOGS
Hog futures became extremely volatile 
in late winter and early spring, as the 
hog/pork industry tried to judge the 
ultimate impact China’s huge problems 
with ASF will have upon the U.S. and 
global markets. Futures led the cash 
markets sharply higher and maintained 
huge premiums in the summer CME 
contracts despite the March USDA 
Hogs & Pigs Report indicating U.S. 
hog supplies will continue running 
2%-3% over year-ago levels. The 
volatility will likely persist due to 
uncertainty about the extent of China’s 
ASF losses. Domestic pork demand 
apparently remains robust. Pork export 
sales in the first week of April leapt 
to a new weekly record over 90,000 
tonnes in response to huge Chinese 
purchases. The August contract’s 
approximate $5.00 premium over 
June, and the modest discounts built 
into the fall contracts, reflect ideas that 
vigorous Chinese buying will greatly 
support the U.S. market in the months 
ahead. 
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