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The present note has been drawn up by the secretariat of the
Arrangement in accordance with the terms of Article IV, paragraph 1(a),
thereof. The note presents a summary of the international situation and
outlook for bovine meat and specific elements of the world beef economy on
a country-by-country basis. (Summaries of the situation and outlook for
pigmeat, poultry meat and sheepmeat will be published as an addendum.) In
the preparation of this document, the following sources, inter alia, have
been used: several USDA reports; In Brief, Australian Meat and Livestock
Corporation, various issues; European Weekly Market Survey, Meat and
Livestock Commission, various issues; Weekly Information Bulletin, Junta
Nacional de Carnes, various issues; Informe Ganadero, Buenos Aires,
various issues; Marchd International du Bdtail et des Viandes, CFCE,
various issues; International Meat Secretariat (OPIC) Newsletter, various
issues; current World Meat Situation and Short-Term Outlook, FAO,
March 1990; and responses to the questionnaire submitted by 22 May 1989.

NB: The countries whose names are followed by an asterisk (*) are those
for which the secretariat had no new data. For these countries, the text
of the last report "The International Markets for Meat, 1990/1989" has been
reproduced.
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I. MAJOR FEATURES OF THE ECONOMIC SITUATION AND OUTLOOK

1. The trend of the economic growth rate is expected to differ for
developed and developing countries in 1990. For the former group, economic
growth is expected to decline for the second consecutive year, reaching
2.25 per cent on year earlier, due mainly to restrictive monetary policies
adopted in order to prevent high inflation. Since the beginning of 1990,
interest rates have been rising in those countries, thus disfavouring those
developing countries
heavily in debt. Until VOLUME OF WORLD MERCHANDISE
now, however, countries TRADE AND OUTPUT, 1980-1989
with large fiscal
deficits (e.g. the Peroentage ohange on year earlier
'United States and 10
Canada) have not given
serious indications that
they would strengthen 6
public finance, which
would lower interest 4 TRADE
rates. In 1990 even the OUTPUT
Federal Republic of 2U
Germany should suffer 0 mg
from deceleration of
economic growth. (In -2-
1989, it was one of the
few industrial countries -4 81 82 83 84 85 8 67 88 89
that had continued an
upward trend of economic growth.) Forecasts for Germany, however, seem to
have become more complicated as the debates concerning reunification with
the Democratic Republic of Germany advance. For the developing countries,
economic growth in 1990 is expected to increase slightly (from 3.2 per cent
an 1989 to 3.25 per cent in 1990), except in Asia where this rate should be

higher. The new economic plan adopted in Brazil by the new government can,
however, change this forecast. In fact, even if this country is now
suffering from a "mini-recession", it is difficult to predict what is going
to happen until the end of 1990. For 1991, world output is expected to
recuperate and growth could accelerate. As regards inflation, the policies
being adopted by the industrial countries have been showing good results,
and inflation in 1990 should decrease compared to '989 - from 4.5 per cent
in 1989 to 4.25 per cent in 1990 - and current forecasts show that in 1991
it should drop again to 3.5 per cent. In the developing countries,
forecasts seem to be difficult to establish, especially after the
implementation of the Brazilian economic plan; meanwhile, some signs
indicate that it may decr ase if compared to 1989. In the trade area,
according to GATT experts , the volume of world trade in merchandise in
1989 is estimated to have grown at a rate of 7 per cent, the growth this
time being more than twice the growth of output. Also, for the first time
the value of world trade exceeded US$3 billion. For 1990, growth of trade
in volume is expected to slow down, reaching 5 to 6 per cent.

1IMF World Economic Outlook, May 1990

2GATT Press Release, March 1990
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II. THE INTERNATIONAL SITUATION AND OUTLOOK IN THE BOVINE MEAT SECTOR

Situation

2. Production of bovine meat in the countries participating in the
Arrangement fell last year by about 2.4 per cent, to around 30.2 million
tons. Compared to the FAO estimated world production, this represents
60 per cent. However, FAO estimates are for a mere 0.2 per cent decrease
in world production (to 50.3 million tons) which signifies that beef and
veal output went up significantly) in a number of countries not members of
the Arrangement (such as the Soviet Union, Indonesia, Thailand, Chile,
Ecuador, etc.).

3. In countries participating in the Arrangement, the production drop was
in many cases linked with lower cattle slaughter due to herd rebuilding.
Cattle numbers have thus increased, inter alia, in the United States,
Canada, Brazil, Australia, Japan and Poland (13 of the 22 countries
submitting information registered a rise in cattle inventories). The major
exceptions to this trend have been Argentina, the European Community,
Uruguay and New Zealand. But even in these cases, there are clear signs
that cattle herd rebuilding is approaching and that numbers will be on the
rise in the near future. However, in most of those countries where herd
rebuilding is on its way, the rate of increase of cattle numbers is
reduced, and well below the previous cattle cycle phase of expansion. This
is certainly the case in North America, Oceania and even in some South
American countries (such as Brazil) or Europe. Furthermore, in most cases,
if not all, cattle herd liquidation was more accentuated in this last cycle
than in previous ones.

4. The slow pace of cattle herd rebuilding last year (but also over the
last 2-3 years in those countries where herd rebuilding is well under way)
seems to be due to improved producer prices, but also increased caution on
the part of producers. Indeed, last year, producer prices increased in
most of the above countries or regions. However, after years of depressed
returns, producers seem to be tending to benefit from rising prices in the
short term, and to refrain from retaining cattle too long. It is possible
that faster cattle-producing or finishing techniques (feedlots), which seem
to be progressing in a rising number of countries, also play a role in
lowering the rate of cattle herd rebuilding. According to the FAO, even if
it increased somewhat, production was adversely affected by a shortage of
fodder and feed in the USSR and some other Eastern European countries.
African output should have registered some recovery.

5. Beef and veal consumption in participating countries is estimated to
have fallen by 2.8 per cent, to 28.6 million tons. Per capita consumption
increased in only 4 countries (Australia, Brazil, Japan and South Africa)
out of 21. Reasons for the decline in beef and veal consumption vary from
country to country and have been stressed in previous reports. However,
last year's decline seems to a large extent, and in a number of countries,
to be related to higher retail prices (which most of the time reflected
higher producer prices and lower supplies) as well as still abundant
supplies of other meats, especially poultry meat.

6. According to revised data, beef and veal export volume, in
participating countries (which account for 80-90 per cent of the world
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total) did not decrease last year (last December estimates put it down by
almost 6 per cent) but on the contrary increased by a significant 9.5 per
cent, to almost 4.1 million tons. This reversed tendency is by and large
due to revised export data by Australia (which had been estimated by the
secretariat at 832 thousand tons and in reality would have totalled
slightly more than 1 million tons) and especially by the European Community
(which revised its earlier estimate of 670 thousand tons to just below
1 million). In Australia, whose exports had declined sharply in the first
half of the year, dry conditions in the north of the country in the second
half led to accelerated cattle cull and strongly recovered sales to the
United States, where demand and prices were firm. In the European
Community, the sharp increase in exports (to a second historical level)
seems to be related to delayed beef shipments of export contracts
negotiated in late 1988.

7. Trade value is believed to have increased substantially, reflecting
not only the volume rise, but also higher prices in international trade.
This rise can be explained by tight export availabilities combined with
strong import demand. Imports by participating countries (which account
for an estimated 60-65 per cent of the world total) increased by some
10 per cent, to 2.6 million tons. Japan alone accounted for about 20 per
cent of this total and, with a 29 per cent import rise, became the world's
second major importer behind the United States. Despite lower import
levels, largely reflecting low export availabilities in Australia (and this
country as well as New Zealand's rising sales to Japan). import demand in
the United States remained strong and prices strengthened further.
Meanwhile, boosted by sales to Japan, United States exports increased by
54 per cent, to 482 thousand tons, transforming this net importing country
into the world's third major exporter. Last year's trade scene was also
marked by two other major events. One was the resurgence of Brazil as a
major importer and the other was the sharp decline in European Community
stock levels. Among non-participants, it has been suggested that imports
by the Soviet Union have declined, partly reflecting lower export levels by
Eastern European countries. In this regard it can be noted that the USSR
itself and some of these countries have imported - or received as food-aid
- significant quantities of beef (mostly from the EC) and also pigmeat.
These operations continued this year.
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SELECTED COUNTRIES' TRADE IN BEEF AND VEAL1'

A. EXPORTS

ESTIMATES ZCHANGE FORECAST ZCHANGE
1988 1989 1989/88 1990 1990/89

ARGENTINA 321 360 12.1Z 420 16.7%
AUSTRALIA 902 1,041 15.4Z 8912 -14.4Z
BRAZIL 529 280 -47.1Z 196- -30.0Z
CANADA 89 107 20.2Z 105 -1.9%
EC 755 993 31.5Z 610 -38.6Z
NEW ZEALAND 462 430 -6.9Z 350 -18.61
UNITED STATES 313 482 54.0Z 544 12.9Z
URUGUAY 13. 177 35.1Z 135 -23.7Z
OTHERS- 227 215 -5.32 160 -25.6X

TOTAL 3,729 4,085 9.5Z 3,411 -16.5Z

B. IMPORTS

ESTIMATES %CHANGE FORECAST ZCHANGE1988 1989 1989/88 1990 1990/89

BRAZIL 19 200 952.6% 92 -54.0Z
CANADA 154 158 2.6Z 165 4.4Z
EC 425 413 -2.8% 4252/ 2.9Z
JAPAN 389 502 29.0% 550- 9.6Z
UNITED STATES 1,091 987 -9.5Z 970 -1.7Z
USSR-/ 117 120 2.6% 120 O.OZ
AFRICA 4 420 420 0.OZ 425 1.2Z
OTHER ASIA- 178 233 30.9Z 255 9.4Z
MIDDLE EAST/-/ 82 89 8.5Z 97 9.0%
EASTERN EUROPE/ 149 290 94.6% 277 -4.5Z
OTHER EUROPE- 41 30 -26.8Z 27 -10.0%

TOTAL 3,065 3,442 12.3% 3,403 -1.1%

V'000 tons carcass weight equivalent, includes fresh,
frozen, cooked, canned and otherwise prepared bovine meat;
carcass weight equivalent of live cattle.

2/Secretariat estimates.

chilled,
excludes

3/Includes other exporting/importing countries participating in the
Arrangement Regarding Bovine Meat. Estimates by the Secretariat.

4/USDA, World Livestock Situation, F.A.S., FL&P 2-90, March 1990.
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Outlook

8. The situation in a number of countries so far and available forecasts
suggest the continuation of the improved market situation this year and
perhaps into 1991. Beef and veal production is expected to increase
somewhat in a number of major producing countries, while generally expected
lower feedstuff prices, along with increased cattle prices in some of them,
should allow for improved producer returns. In North America, production
is projected to rise as a result of slightly higher slaughter rates, but
especially, of increased weights and a higher percentage of heavier fed
cattle in the overall slaughter mix. In the European Community higher
production levels will also reflect increased weights, and also rising beef
cow numbers. In Oceania, beef and veal output is seen below last year's
level, reflecting ongoing herd rebuilding and, in tne case of Australia,
dryer seasonal conditions since the second half of 1989. In South America,
production is also expected to decline. In Argentina this is probably a
reflection of declining slaughter, while in Uruguay herd rebuilding will be
responsible for the production fall. The situation in Brazil remains
uncertain and although the last available data show a stagnation of output,
the sector remains heavily dependent on the general economy developments
since the implementation of the new economic plan last mid-March. Bovine
neat production is expected to increase in some non-EC countries in Europe,
and the current economic turmoil in a number of Eastern European countries
and announced meat shortages in some of them suggest a decline in output
(in some cases apparently also due to herd rebuilding in response to
sharply increased prices following steps to liberalize the economy).
According to FAO estimates, continuing inadequate feed supplies in the
Soviet Union will temper any production rise. In Japan and some other
Asian countries, production is expected to rise.

9. Beef and veal consumption is not expected to show any major changes
compared to the trend of the last few years. Available projections are for
a slight per capita recovery in Canada and a continuing decline in the
United States (although at a slower pace). Lower production will translate
into decreased consumption in Australia and Uruguay, while the European
Community is projecting a 2-3 per cent rise in per capita consumption.

10. While projections by participating countries announce a significant
decline in exports, import demand this year should remain strong. In the
foot-and-mouth disease-free area, Japanese imports will continue to rise
reflecting trade liberalization measures as will South Korean imports.
Korea accepted last year the GATT panel reports to "eliminate or otherwise
bring into conformity with the provisions of the General Agreement the
import measures on beef ..." and has since been consulting with those
contracting parties directly concerned (the United States, Australia and
New Zealand). An agreement was recently reached with the United States to
increase imports annually by 4 thousand tons during an initial period
beginning this year. Consultations with the other two countries are
continuing. With lower production and export availabilities in the
Oceanian countries, the United States will once again benefit the most from

3See page 35, paragraph 88
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this increased demand and its sales to these markets (about 75 per cent of
the total) will expand further.

11. In the foot-and-mouth disease area, three major factors are
influencing and will continue to influence the market this year. Firstly
the decline in European Community stocks which, despite the production
recovery, will lead to lower export levels (seen at almost 40 per cent
less). Secondly, the situation in Brazil. Sn far this year, this country
has been relatively absent from the international market. Should the
current attractive internal market conditions change, however, and the
exchange rate against the United States dollar improve further, Brazil
could quickly be back on the market. The third factor is the situation in
the USSR and the Eastern European countries. Analysts believe that at
least in the short term, 1991/1992 (?), most of these countries will need
significant quantities of all kinds of meat to meet the needs created by
ongoing economic changes. As indicated, a number of food-aid operations
and commercial sales have taken place since the end of 1989. The market
situation in the foot-and-mouth disease area appears thus mitigated by
these two last factors of uncertainty. However, so far, the lower export
availabilities in the EC and the situation in Brazil have turned to the
advantage of South American exporters. While Uruguay should exhaust its
export availabilities for this year, Argentina seems to now be in a
position to fully benefit from the situation in both the EC and Brazil, and
also in Eastern Europe. Thus, Argentinian export destinations this year
include new, or revisited markets: the Soviet Union, Romania, Egypt,
Angola, Algeria, etc. Despite these indications, and while in the
foot-and-mouth :,ease-free area international prices are expected to rise
somewhat more to ear, in the foot-and-mouth disease arcs the price
evolution is less clear: the decline in EC stocks and sales may act as an
incentive for stronger prices, but the economic situation in Eastern Europe
should not allow for overly attractive prices on sales to those countries.
At the end of the day, the situation in Brazil may be the key issue
affecting international beef prices in this area.
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III. COUNTRY-BY-COUNTRY ANALYSIS

European Community

According to revised data, 1989 EC export levels at second historical
record

12. Last year, cattle and calf numbers in the European Community fell by
1.2 per cent, to around 79.4 million head, with cow numbers down by 0.9 per
cent. The secretariat does not have more detailed data at its disposal.
However, census data published last February by the Statistical Office of
the European Community (but for which numbers for France and Portugal were
not yet available) showed a 5.2 per cent progression of beef cow numbers.
Although it is doubtful that the rise was so significant once the French
cattle numbers were included (indeed overall decline in the EC herd seems
to be largely related to lower inventories in France), the trend towards an
increasing number of the Community beef herd seems to continue. Available
forecasts put total cattle numbers up this year and in 1991 (by 1 per cent
and 0.8 per cent respectively). Cow numbers are also expected to begin
recovering.

EC - CATTLE PRICES
ECUS/100 Kg.

310

260 - . ........"""..."".-......."...........""......................"....." .................................................... ..............I..... -

290 -

2740..... .

2301
230:1

1986(1) (I) 87(I) (Io 88(i) (II) 89(I) (II) 1990
(I)&(lI)-First & second half of the year

CCalves M Adult cattle
(live weight) (100 kg. carcass weight,

male cattle, class R3)
Wholesale market prices

13. The cattle herd situation is related to much improved cattle-raising
conditions in the Community: adult male cattle prices increased by an
estimated 3.2 per cent last year, while estimated calf prices were up by
some 8 per cent. Furthermore, feedgrain prices fell (by 7 per cent during
the first half of the year). Reflecting improved conditions, estimated
cattle slaughter fell by 4.4 per cent in 1989, to 28 million head. The
drop in calf slaughter is estimated to have been particularly accentuated.
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Total cattle cull could increase in 1990. The 1990/91 price package,
agreed last 27 April, includes a 2.4 per cent reduction in the guide price.
Intervention prices remained unchanged.

14. Estimated beef and veal production fell at a lesser rate than
slaughter (-2.9 per cent, to below 7.5 million tons), reflecting somewhat
improved weights and rising beef cow numbers. This tendency, higher
slaughter weights and growing beef cow numbers, is expected to continue to
develop and, in 1990, production is forecast to increase by 3 per cent and
by a further 1.8 per cent next year.

15. Contrary to what has been estimated, per capita beef consumption in
the European Community in the last three years has not increased. Indeed,
revised data suggest (but one should not forget that consumption figures
are residual ones) that per capita intake has decreased since 1987, from
23.3 kg. to 22.7 kg. last year. Forecasts are for a return to the 1987
level as from this year. The decline in beef and veal consumption last
year does not seem to have particularly benefited the intake of other meats
which, with the exception of sheepmeat (which increased from 3.9 kg. to
4.1 kg.), also fell. Despite the revisions of data, beef and veal
consumption still exceeded production for the first time in the last
decade.

16. According to revised data, in 1989, and despite higher concessionary
beef import quotas , EC beef and veal imports were down by 2.8 per cent
(rather than up by the same percentage as earlier estimated and published
in the last secretariat report), to 413 thousand tons. Concessionary beef
import quotas for the current year have been established as follows:
frozen beef ("GATT quota"); high-quality beef import quota ("Hilton
quota"); and the Australian buffalo meat import quota, all three at the
same levels as in 1988 and 1989, i.e. 53 thousand tons; 34.3 thousand
tons; and 2.25 thousand tons respectively. The "manufacturing beef
balance sheet quota' has not yet been established (20 thousand tons last
year and 52.5 thousand tons proposed for this year). It is understood that
the "autonomous import quota" of high-quality beef which in the last few
years has been linked to the balance sheet quota will be known when this
one is decided. The "live young male animals balance sheet quota" has not
been established either. The EC-ACP countries' quota was raised by
1 thousand tons, to 39.1 thousand. An autonomous quota of one thousand
tons per country of high-quality beef was allocated to Argentina, Brazil
and Uruguay. The frozen thin skirt quota was established at 1.5 thousand
tons. The "specified mountain breeds" quota was fixed at 42.6 thousand
head for the period 1 July 1989-30 June 1990, and the "Alpine Cattle" quota
at 5,000 head during the same period of time. Total imports are now seen
at 425 thousand tons this year and at 430 thousand tons in 1991.

17. Revised export figures for last year are much more surprising than
import ones. Indeed, the estimated figure of 670 thousand tons exported
last year was revised upwards by almost 50 per cent. Exports are now
estimated to have totalled about 993 thousand tons, up by almost 32 per

4See the last report.
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cent compared to 1988 (and not down by 11 per cent as the first figure
suggested). This, the Community's second historical record level, seems to
be related to delayed beef shipments of export contracts negotiated in late
1988. Lower production and sharply increased exports last year resulted in
a 56 per cent decline in intervention purchases, while sales exceeded
purchases by around 300 thousand tons. December 1989 intervention stocks
were thus reduced to 271 thousand tons.

18. Projections for the current year and next year put exports at
610 thousand and 625 thousand tons respectively. By the end of 1989, the
European Community had exported 40-50 thousand tons to the Soviet Union,
and in the beginning of 1990, should have exported some 70 thousand tons
more. Special sales to this country, but also to Poland and Romania, have
been announced by the press a number of times since the beginning of 1990.
More than 150 thousand tons could go this year to those countries as food
aid, and/or commercial sales.

1988 Estimates ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle anl calf
numbers-/: 80,325.0 79,390.0 -1.2 80,180.0 1.0

Beef and veal2'

Production 7,683.0 7,460.0 -2.9 7,685.0 3.0

Consumption 7,440.0 7,400.0 -0.5 7,600.0 2.7

Imports 425.0 413.0 -2.8 425.0 2.9

Exports 755.0 993.0 31.5 610.0 -38.6

Stocks-/ 604.0 271.0 -55.1 171.0 -36.9
of which

intervention 424.0 136.0 -67.9 75.0 -44.9

-''000 head, December 2/,ooo tons 3/Total stocks, 31 December

Finland*

Soon a net importer of bovine meat?

19. Dairy cessation programmes have been at the origin of an almost
uninterrupted decline in cattle numbers in Finland in the last decade.
Data for the June 1989 cattle census put inventories at 1.3 million head,
which reflects a 2-3 per cent drop compared to year earlier (data for
June 1988 are not available as census dates have been changed). The fall
was due to the decline in dairy cow numbers, but also in those of bulls and
calves. The decrease of cattle and calf inventories was accelerated in the
last two years by crop failures. In 1990 the cattle herd is expected to
decline further by around 1 per cent.
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20. The fall in cattle numbers over the last ten years has resulted in
decreasing slaughter. During 1989, total cattle and calf slaughter was
estimated at 495 thousand head, an 8.8 per cent fall. Increased slaughter
weights allowed for a somewhat lesser production drop, which is estimated
to reach 106 thousand tons, a close to 5 per cent decrease, Total beef and
veal consumption has fallen along with production (-4 per cent) but per
capita consumption is estimated to have shown a lesser decline by the year
end or even a stabilization (it is seen at 21 kg., roughly the same level
as in 1988 and, indeed, as in the last few years).

21. In 1988, shortage of beef supply had pushed producer prices up to
5 per cent more than the target price. As a consequence, import licenses
were delivered to allow for imports, and exports have fallen to 10 thousand
tons, half their 1987 level. The continuing decline in production last
year and the comparatively loner consumption drop led to a further dramatic
cut in export levels, seen at only 4 thousand tons (the lowest export level
since 1979 and down from a peak of 23.4 thousand tons in 1985). In the
meantime, imports were expected to equal exports (4 thousand tons), a
modest volume in absolute terms, but a record one for this country.
Finland is expected to become a net importing country in the near future.

Policy developments

22. Some additional incentives, a supplementary production premium and a
beef cow premium, which had previously been introduced into specialized
beef production in order to provide for stable domestic supply of bovine
meat, were increased in 1989. However, prospects for the replacement of
meat produced as a by-product of the dairy industry by specialized beef
production are very limited. Reasons for this seem to be the comparatively
low profitability of beef cattle and the adverse natural conditions in
Finland.

1988 Estimates ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle and calf
numbers- : 1,379.0 1,346.0 -2.4 1,334.0 -0.9

Beef and veal2/

Production 111.5 106.0 -4.9 101.0 -4.7

Consumption 103.8 100.0 -3.7 100.5 0.5

Exports 10.0 4.0 -60.0 4.0 C.0

Imports 2.5 4.0 60.0 4.0 0.0

-'000 head, 1 December 2/, 000 tons
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Sweden*

Beef and veal production up for the first time since 1985

23. Last June's census showed that cattle and calf numbers had increased
slightly since a year earlier, reflecting the termination of the two-price
system for milk as of 1 January 1989. The rise was of about 0.6 per cent,
to 1,672 thousand head. Dairy cow numbers, which from June 1985 when the
two-price system was implemented) to June 1986 and 1987 had fallen by
7.1 per cent and 4 per cent respectively, fell by only 2 per cent in 1988
(due to the early announcement of che termination of the system) and by
0.9 per cent this year. A similar percentage decline is expected to occur
at leas; until 1991 and, coupled with the expected rise in numbers of all
other categories of cattle, it should allow for moderate cattle herd
rebuilding at least over the next two years.

24. After declining since 1986, cattle and calf slaughter resumed last
year. The increase was of an estimated 6 per cent and, although no data
are available, it seems to be largely due to - increased adult male cattle
cull (not only were cow numbers declining more slowly, but average carcass
weights were up by 3 per cent). In 1990 and 1991, cattle slaughter is seen
to rise further, by 2 and 0.7 per cent respectively. Beef and veal
production increased by more than 9 per cent, to 138 thousand tons,
reflecting higher numbers of beef cows, better utilization of calves for
beef production and higher slaughter weights. This was the first
production increase since 1985. Along with cattle slaughter, production
should show further (although more moderate) growth in the next two years.

25. Real producer prices, which in 1988 went up by 9 per cent reflecting
the absence of slaughter fees in the beef sector, rose by a marginal
0.4 per cent during the first half of 1989. At present, slaughter fees of
the order of SEK 1.25/kg. are applied. Nevertheless, the bovine meat
market situation in Sweden seems to continue to be well balanced. Per
capita consumption may have declined from 17 kg. in 1988, to 16.4 kg. last
year (probably because of a sharp consumption drop in the first quarter and
an increase in retail prices). It is worth noting that the decline in per
capita beef and veal consumption does not seem to have significantly
translated into a rise in the intake of other meats. Pigmeat per capita
consumption fell and sheepmeat consumption remained unchanged, while the
estimated growth of per capita intake of poultry meat was relatively
marginal (from 5.2 kg. to 5.3 kg.).

26. The balanced domestic market situation in 1989 should have allowed for
sharply reduced imports, which were estimated to reach 10 thousand tons,
less than half their year earlier level. During the first half of 1989,
the decline was of 44 per cent. Seventy per cent of the imports were
frozen beef and the main suppliers of this product were Poland, Yugoslavia
and Australia. The average import price was of US$5,410/ton c.i.f., 17 per
cent higher than year earlier. Higher production and lower consumption
levels allowed for higher export availabilities and, during the first six
months, exports were 20 per cent higher than year earlier. The largest
part of these went to the United States (frozen beef) and to the Federal
Republic of Germany (canned and cooked). By the year end total exports
were expected to reach 9 thousand tons, up by more than 45 per cent.
Imports are expected to show some increase during the current year and to
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drop again in 1991. Meanwhile, exports should not show any dramatic
changes.

Policy developments

27. As mentioned above, the two-price system for milk was terminated last
1 July. The system (which was introduced for the period July 1985 to
June 1988 and was extended for one more year) was implemented on a
voluntary basis. It was essentially intended to discourage surplus milk
production, but it also succeeded in eliminating beef surpluses. Sweden is
going through a profound deregulation of its agricultural sector. With the
exception of support measures to the unfavoured areas in the north of the
country, substantial progressive reductions in agricultural protection,
including the possibility of tariffication, are expected to occur as from
1991.

Estimates ZChange Forecast ZChange1988 1989 1989/88 1990 1990/89

Cattle and calf
numbers- : 1,662.0 1,672.0 0.6 1,681.0 0.5

Beef and veal21:
Production 126.0 138.0 9.5 140.0 1.4

Consumption 139.0 136.0 -2.2 141.0 3.7

Imports 21.0 10.0 -52.4 11.0 10.0

Exports 6.2 9.0 45.2 9.0 0.0

21, 00/''000 head, June tons

Norway

Imports fall and exports rise due to production increases

28. The Norwegian cattle herd increased by 1 per cent in 1989, to
995 thousand head (1 January 1990 cattle census) as the result of a rise in
numbers of all categories of cattle and declining slaughter levels for the
second consecutive year. The decline in slaughter levels seems to be due
to improving market revenues. In 1989, producer prices were up by 3.1 per
cent in nominal terms, and production costs were presumably lower.
Projections for the current year put total cattle numbers slightly down,
reflecting an expected fall in all categories of cattle, with the exception
of bulls.
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29. At 75.3 thousand tons, beef and veal production declined marginally in
spite of lower cattle slaughter, reflecting a higher percentage of adult
male cattle in the slaughter mix and consequent high average weights.
Expected lower cattle numbers by the year end suggest higher slaughter
levels and production is thus expected to rise by as much as 6 per cent, to
79.8 thousand tons, by the year end. This rise indicates a higher level of
male cattle slaughter, but possibly also higher average weights resulting
from lower feedgrain prices.

30. In 1989, per capita beef and veal consumption fell by 7 per cent last
year, to 17.4 kg., reflecting a general reduction in private consumption in
Norway. This was also the case for pigmeat, the intake falling by more
than 5 per cent, to 19.1 kg., while poultry meat consumption increased by
only 3 per cent (compared to a 12.7 per cent rise year earlier). It is
worth noting that sheepmeat consumption rose by an amazing 17 per cent,
after having fallen in 1988, and being expected to fall to its lowest level
in the last few years again in 1990. Beef, veal and pigmeat intake should
recover again somewhat this year and in 1991, while poultry meat
consumption should continue to rise slowly but steadily.

31. As indicated in previous reports, the Norwegian bovine meat market
benefited from a well-balanced situation in 1988 and 1989. However,
contrary to what was also stated in the report last December, this
situation seems now to be changing somewhat and, Norway finds itself faced
this year with an over-supply situation it has not experienced since 1983.
As a result, and in spite of the expected consumption recovery, beef and
veal imports should be nil and exports will jump from 650 tons last year to
a projected 5.5 thousand tons and 3 thousand tons in 1990 and 1991,
respectively. This year's export level will thus be the highest since the
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1983 record and the third most important volume exported by Norway in the
last thirty year.

1988 1989 ZChange Forecast ZChang1989/88 1990 1990/89

Cattle anbcalf
numbers- : 979.0 985.3 0.6 995.0 1.0

Beef and veal2

Production 75.5 75.3 -0.3 79.8 6.0

Consumption 78.S 73.3 -7.0 74.4 1.5

Imports 1.5 '.5 0.0 0.0 -lQl.0

Exports 0.7 0.6 -14.3 5.5 816.7

1/'000 head, 1 Januazy 2/,ooo tons

Switzerland

Consumption falls, despite lower prices

32. According to the last 21 April cattle census, cattle and calf numbers
in Switzerland in 1989 remained at 1,850,000 head, relatively unchanged.
However, this apparent stability hides a reversed movement in the
composition of the cattle herd from the one registered in 1988. While in
1988 a slight increase in the cattle herd was due to higher calf and dairy
numbers, which had more than compensated for the decline in beef cattle
ones, the stability observed in 1989 was related to higher beef cattle
numbers, which offset a decrease in those of dairy cattle. While it
appears that the increase registered in total cattle numbers in 1988 was
due to higher cattle prices, which on average had risen by 9 per cent in
real terms, the stagnation registered last year seems to be related to a
5.7 per cent drop in real prices.

33. Lower producer prices also seem to be at the origin of a
quasi-stagnation of cattle slaughter last year at 772.6 thousand head
(778.5 thousand head in 1988). Nonetheless, a somewhat increased
proportion of adult male cattle in the total slaughter mix resulted in a
2 per cent rise in average cattle slaughter weight. Current forecasts are
for higher cattle slaughter during the current year, to some 800 thousand
head, reflecting a higher cull of all categories of cattle. Although no
data are available for the first half of 1990, this suggests a continuing
decline of cattle prices this year.

34. As a result of higher slaughter weights, bovine meat production
increased somewhat last year, totalling 155.2 thousand tons. Higher
slaughter levels this year should result in a further rise of about 3 per
cent, to an estimated 160 thousand tons. This would mainly be due to
increased production of beef (+4.3 thousand tons).
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35. In 1989, and despite a 5.2 per cent drop in real retail prices to
Sw F 17.66/kg., bovine meat per capita consumption fell by almost 4 per
cent, to 24.7 kg. The consumption trends for other meats, whose price also
fell, but whose per capital intake changed little and even tended to decline
somewhat in the case of pigment and sheepmeat and increase marginally in
the case of poultry meat, did not appear to have any significant effect on
the consumption of bovine meat. Indeed, the overall reduction of meat
consumption may well be related to a possible inflation-related decline in
total consumption of goods in Switzerland last year.

36. While overall beef and veal consumption increased by only 200 tons
(exclusively due to the population growth), production went up by
1.5 thousand tons. This allowed for lower import levels in 1989, which
fell by 18 per cent, to 10.5 thousand tons, of which 6.4 thousand tons were
fresh and refrigerated, and came by and large from Argentina, the EC and
Brazil; 2 thousand tons were frozen, mostly coming from Argentina and
Brazil, while another 2 thousand tons were canned meat coming mostly from
the EC. Taking into account that production is expected to rise further
this year, while consumption is seen below last year's level, beef and veal
imports are forecast to fall again, to about 8 thousand tons.

1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle and calf 2/
numbers- 1,836.9 1,850.3- 0.7 1,850.0 0.0

Beef and veal3:

Production 153.7 155.2 1.0 160.0 3.1

Consumption 173.5 173.9 0.2 170.0 -2.2

Imports 12.8 10.5 -18.0 8.0 -23.8

/,OOO head 2/Actual 3'1000 tons

Austria*

Exports fall reflecting lower production

37. After a 2 per cent drop in 1988, cattle and calf numbers in Austria
were expected to fall by a further 1 per cent last year, pursuing the
downward trend initiated in 1985. The cattle herd was expected to total
about 2,560 thousand head. In 1988, total cattle slaughter fell by 4 per
cent and this was the second consecutive year of decrease. Moreover, the
cow cull was down by 11 per cent, which suggests that cattle herd
liquidation might be coming to an end.

38. Beef and veal production fell by 12 per cent in 1988 reflecting lower
cow slaughter. Current estimates for 1989 are for a further 4 per cent
drop, production probably having totalled some 218 thousand tons. However,
some recovery could intervene this year. Consumption fell by 1.5 per cent
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in 1988 despite a slight decline in real beef retail prices (-0.6 per
cent). This decline was offset by a strong fall in real retail prices
(-6.5 per cent) of competing meats, especially poultry meat, whose intake
rose by almost 10 per cent. In 1989, beef and veal consumption may have
dropped by a similar percentage, to about 166 thousand tons.

39. Beef and veal exports have increased markedly over the last few years
and reached a record level of 63 thousand tons in 1987. However, in 1988,
exports, which by and large go traditionally to Italy and the Federal
Republic of Germany, fell by 9.5 per cent due to the production fall and,
for the same reasons, a further 9 per cent decrease may have occurred in
1989. Estimated exports totalled approximately 52 thousand tons. Austria
also exports live animals, Libya and Italy being traditionally almost the
sole markets. In 1988 these exports registered a 15 per cent decline, to
17 thousand head and a further drop seems to have occurred in 1989.

1988 Estimates ZChange Forecast ZChange1988 1989 1989/88 1990 1990/89

Cattle and calf 3/
numbers- : 2,586.0 2,560.0- -1.0

Beef and veal2 :

Production 227.4 218.03/ -4.1 ...

Consumption 168.5 166.03/ -1.5 ...

Exports 57.0 52.03/ -8.8

1/,000 head 2/,ooo tons 3/Secretariat estimates

Yugoslavia

Cattle numbers down again ...

40. Cattle and calf numbers in Yugoslavia have been falling without
interruption since 1982 and reached a new historical low record Last year,
totalling 4.7 million head. As in the last two years, the fall seems to be
due to a decline in numbers of all categories, with particular emphasis on
dairy cows whose numbers dropped by 2.7 per cent.

41. Data for cattle slaughter are not available, but production and trade
data suggest a decline, as do producer prices. Indeed, since the State
price control came to an end in 1988, producer prices have carried on
increasing. Although the rise largely reflects extremely high inflation
rates, it appears from the supplied official data that real prices
increased by as much as 282 per cent in 1989. Such an increase should
encourage producers to withhold their cattle but, in a country where
inflation rates reached a four-digit figure in three months (3.585 per cent
in the last quarter of 1989), it is difficult to predict.
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42. Beef and veal production fell by 1.7 per cent last year, to
340 thousand tons. Although no official forecast is available concerning
1990, the secretariat has foreseen a slight recovery in output to some
343 thousand tons, based on possible higher slaughter weights following
improved pasture conditions and increased corn production as a result of
better crops. Reflecting the sharp rise in producer prices, beef and veal
average retail prices were up by 185 per cent, in real terms, between 1988
and 1989. Such an increase, at a moment of major social and economic
difficulties, may imply a significant drop in consumption this year. The
USDA estimated the drop at 9 per cent, and foresees a further 8.5 per cent
fall this year.

43. Despite the production drop, Yugoslavia was able to increase somewhat
its bovine meat exports in 1989. This was possible thanks to lower
consumption and especially to increased imports. Indeed, the bovine meat
trade deficit increased in volume terms: 25.1 thousand tons in 1988 and
33 thousand tons in 1989. (Last year, beef and veal exports increased by
4 thousand tons, while imports rose by 8.8 thousand tons.) However, in
value terms, and as a result of the high average value of the "baby-beef"
sold to the European Community (Italy and Greece, especially), the total
value of exports still overcame the import value by close to US$17 million.
As is traditionally is the case, the bulk of Yugoslavia's bovine meat
exports went to the European Community (about 80 per cent), while imports
from the EC amounted to 60 per cent of the total, the rest coming by and
large from neighbouring Eastern European countries (Czechoslovakia, Hungary
and Poland).

44. While live cattle imports increased, exports declined somewhat
(-2.3 per cent). In recent years the pattern of Yugoslav exports has been
changing and declining quantities of exported bovine meat have corresponded
to higher levels of live cattle sales abroad. The decline in live cattle
export last year was the first since 1984.

5USDA - World Livestock Situation, FL&P 2-90, March 1990
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1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle and calf 3/
numbers- : 4,881.0 3,759.0- -2.5 4,693.0 -1.4

Beef and veal-/:

Production 346.0 340.0 -1.7 ...

Consumption 319.0 307.0 -3.8 ... ...

Imports 52.7 61.5 16.7

Exports 27.6 28.5 3.3 ... ...

'/000 head, 15 January

-/Actual
2/000 tons

Bulgaria

Production down, reflecting cattle herd depletion

45. According to the last January census, the decrease in cattle numbers
initiated eight years ago in Bulgaria continued last year. Numbers now
total less than 1.6 million head, the lowest level registered since 1975.
Such a depletion of the cattle herd can only but lead to a continuing
production fall. The secretariat estimates output at about 100 thousand
tons last year (taking into account official data submitted for 1988 and
unofficial figures for last year).

46. The information submitted by the Bulgarian authorities in the last few
years shows a constant rise of poultry meat production. In 1989, at
144.8 thousand tons, it accounted for almost 25 per cent of overall meat
output, and its consumption has now outpaced that of beef and veal.

47. Bulgaria is reportedly a country faced with serious difficulties in
feeding its cattle. Cattle feed is largely dependent on significant
soya-cake imports from the United States. However, Bulgaria has always
managed to export a certain number of live cattle to countries such as
Libya, Lebanon, Greece and Jordan. Last year these exports amounted to
23.5 thousand head, a drop of close to 19 per cent compared to 1988. Beef
and veal exports increased by 4.6 thousand tons, to 9.0 thousand tons, but
this rise was not enough to allow Bulgaria to recover its traditional image
of net bovine meat exporter, which it lost in 1988. Indeed, the country's
bovine meat trade deficit widened even more last year, because the import
rise, 10.1 thousand tons, was even stronger than the export one.

6CFCE, MIBEVI Bulletin, March 1990
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1988 Forecast ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle and calf
numbers-1/ 1,649.0 1,613.0 -2.2 1,577.0 -2.2

Beef and veal2/:
Production 104.4 99.73/ -4.5 98.13/ -1.6

Consumption 112.3-' 114.1-/ 1.6 ... ...

Imports 13.3 23.4 75.9 ... ...

Exports 5.4 9.0 66.7 ... ...

/1,00 head, 1 January 2/,ooo tons
3/Secretariat estimates, based on USDA data

Hungary*

After recovering somewhat in 1988, cattle numbers are down again

48. The liquidation of the Hungarian cattle herd (going on practically
since the beginning of the decade) seemed to have come to an end in 1988.
Cattle numbers, at 1.7 million head, were up by 1.6 per cent. However,
preliminary data for 1989 suggest a further small decline. As noted in
previous reports, the major reason behind the decline of the cattle herd
has been the sector's low profitability as a consequence of depressed
prices which led to an increasing disengagement of cattle producers. A
number of increases in government-controlled producer prices since
January 1987 and rising prices on the international market seem to be at
the origin of the cattle herd recovery in 1988. An 18 per cent drop in
total cattle slaughter allowed for it. However, during the first half of
1989, cattle slaughter was up by 3.5 per cent, a rise which occurred
especially in the second quarter.

49. Reflecting the cattle slaughter decrease, beef production in 1988
fell markedly, -24 per cent, to 94.7 thousand tons. Although there are no
consumption figures available, this production fall, coupled with
controlled retail prices up by 23 per cent and the continuing competition
of poultry meat, suggests a consumption drop. During the first half of
1989, production went up by 4 per cent as a result of higher slaughtering,
and consumption is estimated to have fallen further.

50. The 1988 production decline also meant increased imports (+20 per
cent) and falling exports (-15 per cent). All imports consisted of frozen
beef and veal, 90 per cent of which came from the European Community, with
the other 10 per cent coming from Austria. The average import price was
US$966 per ton c.i.f. Imports of live cattle were down by 33 per cent
(21.3 thousand head) and came from Italy and Poland. Frozen beef and veal
exports (65 per cent of the total) went, by and large, to the Soviet Union
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(at an average price of US$1,293 per ton f.o.b., up by 18.5 per cent
compared to 1987), while fresh and chilled product went to Italy and
Kuwait. The Federal Republic of Germany and Austria were the major markets
for canned beef. The decline in beef exports was accompanied by a 5 per
cent fall in live cattle sales abroad (to 148 thousand head) and major
markets were, as traditionally, the USSR, Saudi Arabia and Lebanon.

51. From January to June last year, increased production allowed for lower
beef and veal imports (4.5 thousand tons, some 2 thousand tons less than
year earlier) while live cattle purchases were nil. The structure of
foreign sales changed and, while beef and veal exports declined (-10 per
cent), live cattle sales increased (84 thousand head against 56,100 head
year earlier). Major import origins and export destinations remained the
same.

Policy developments

52. Indicative prices, which operate under the Hungarian price
stabilization scheme (mainly for large-scale transactions in beef cattle)
were increased on 1 January 1989 by 25 to 47 per cent depending on the
quality of cattle involved in the transactions.

1988 Estimates ZChange Forecast ZChange1988 1989 1989/88 1990 1990,89

Cattle and calf 3/
numbers- : 1,690.0 1,673.0- -1.0 ... ...

Beef and veal!':
Production 94.7 98.53/ 4.0 ... ...

Consumption 87.6 84.53/ -3.5 ... ...

Exports 34.1 31.03/ -9.1 ... ...

Imports 14.4 10.73/ -25.7 ...

1/ 000 head 2/,000 tons 3/Secretariat

Poland

After a surge last year, cattle numbers down again

53. The June census last year showed that cattle numbers in Poland had
increased by a significant 4 per cent after a decade of constant decline.
The rise appeared to be the result of improved profitability due to
successive increases in the official cattle purchasing prices. In
August 1989, cattle prices were liberalized and became subject to the
interplay of supply/demand. This followed a period of strong price
fluctuations, at a time when production costs were rising sharply (probably
reflecting, inter alia, the elimination or limitation of production
subsidies), with resulting uncertainty and again reduced profitability for

estimates
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producers. Nevertheless, real producer prices by the end of the year seem
to have increased by more than 30 per cent, leading to lower cattle
slaughter. However, the decrease does not seem to have been sufficient to
allow for what appeared to be the beginning of cattle herd rebuilding.
Furthermore, calf slaughter was up significantly, and total cattle
slaughter also seems to have picked up again this year. As a result, it is
foreseen that the June 1990 cattle census will show a slight decline in
numbers of -1.2 per cent, to 10.6 million head. Moreover, forecasts for
next year are for a further 2.8 per cent decline suggesting that the cattle
inventory stabilization expected to occur this year may have been delayed,
possibly reflecting the need within the sector for longer periods to adapt
to an ongoing extensive and complex economic reform.

54. Cattle and calf slaughter was down by 5.4 per cent but, as indicated,
this overall decrease hides a rise of more than 21 per cent in calf
killing. Figures for female cattle slaughter are not available, but it can
be noted that dairy cow numbers (the only figures available) are expected
to be down both this year and the next. AJl of these are indications that
any possible recovery in cattle numbers may have been delayed for
2-3 years. Low cattle slaughter, accompanied by slightly lower cattle
weights, resulted in falling production levels last year: 596 thousand
tons, down by 8 per cent. The expected fall in cattle numbers next year
could mean increased slaughter, leading to higher production. However,
there is no forecast available.

55. As indicated in the last report, beef and veal consumption in Poland
has increased more or less regularly in the last few years. However, the
rationing system in place rendered it difficult to evaluate the rise, and
it was generally accepted that there was a potential for faster growth in
the absence of such a system. However, the abolition of the rationing
system on 1 August 1989 has apparently not (yet) had the effect of causing
consumption to rise. This may be due to a number of reasons: the
production drop, the sharp price rises (more than 300 per cent) which were
not offset by strongly increased imports, low disposable incomes, etc.
Nevertheless, an estimated 2.7 per cent rise in per capita pigmeat
consumption, in spite of rising prices well above those for beef (pork loin
bone-in costs more than twice the cost of bone-in roast beef) suggests that
the major problem facing bovine meat intake is indeed the low level of
supply.
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56. At 113 thousand tons, beef and veal imports were 145 per cent above
1988 levels. Higher import levels were related to lower production and
periodic shortages of meat during the year. Virtually all of the
113 thousand tons consisted of frozen meat, 72 per cent of which came from
the Federal Republic of Germany at an average price of US$1,084 per ton
c.i.f. France sold 6.2 thousand tons, product weight, at US$1,113 per ton
c.i.f. The periodic shortages of meat (and other products) led Poland to
have recourse to food aid. In 1990, food aid in beef should come
especially from the European Community. It is interesting to note that EC
food aid is sold on Polish local markets at usual prices, and earnings will
have to be used to supply the counterpart fund managed jointly by Poland
and the EC, the aim being to finance projects for the structural reform of
Poland's agriculture. Beef and veal exports in 1989 remained relatively
stable at 70.1 thousand tons. Fresh and chilled meat constituted 84.5 per
cent of the total and went to a large number of markets. Sales to the
Soviet Union are reported to have been close to nil, even though this
country had been, in the previous two years, by far Poland's largest market
for beef. Although there are no forecasts for other figures (production,
consumption or imports), exports this year are seen at 52 thousand tons,
26 per cent below last year's level. A major exporter of live cattle,
Poland has seen sales abroad rise from 561 thousand head to 667 thousand
last year, with more than 400 thousand head going to the EC (of which close
to 300 thousand went to Italy). Total cattle exports this year are seen at
720 thousand head.
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1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle and calf
numbers-/: 10,322.0 10,733.0 4.0 10,600.0 -1.2

Beef and veal2/:
Production 647.0 596.0 -7.9 615.03/ 3.2

Consumption 657.0 616.0 -6.2 620.03/ 0.6

Imports 46.1 113.0 145.1 77.031 -31.9

Exports 68.9 70.1 1.7 52.0 -25.8

1/'000 head, June 2/,000 tons 3/Secretariat estimates

South Africa

Cattle herd reaches highest level in ten years

57. At 5 per cent, the 31 August 1989 cattle census in South Africa
exhibited one of the strongest annual herd increases ever registered. At
8,611 thousand head, cattle numbers also reached their highest level of the
last ten years. According to the current forecast, cattle herd rebuilding
initiated in 1986 is expected to slow down this year (numbers should
increase by a marginal 0.1 per cent) but could strengthen further in the
next two years, reaching an expected 8.9 million head by 1992.

58. This forecast for 1991 and 1992 seems nevertheless somewhat optimistic
when compared to cattle slaughter trends, and especially female cow
percentage in overall slaughter. While a slowdown in cattle numbers this
year (in August) seems to be in accordance with a 5 per cent rise in cattle
slaughter in 1989, the strong rise in cattle numbers expected for both 1991
and 1992 seems difficult to explain when compared to projected slaughter
levels. These are expected to increase by 13 per cent this year and a
further 21 per cent in 1991. Furthermore, the participation of female
cattle in the total slaughter mix is foreseen to increase from 33.3 per
cent last year, to 39.1 per cent in 1991.

59. Higher cattle slaughter and increased slaughter weights resulted in a
significant 3.6 per cent production rise in 1989, to 593.6 thousand tons
and current prospects are for a further 5 per cent increase this year. As
indicated in the last report, production is expected to grow until 1994-95
(a projection so far supported by rising cattle slaughter) and then decline
again until 2000. Revised data put 1989 per capita consumption at
16.7 kg., which represents the first rise since 1982 (+3.6 per cent).
Lower retail prices for beef, -8.5 per cent in real terms, seem to be at
the origin of this increase. Per capita consumption of poultry meat also
rose, but contrary to earlier forecasts, should not surpass beef
consumption this year. However, the declining trend of beef and veal
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consumption in the last few years should only have been temporarily
interrupted in 1989, and already this year, per capita intake is seen at a
lower level again, a trend projected to continue in 1991.

60. In 1989, beef and veal imports, sharply higher during the first half
of the year when compared to year earlier, fell significantly during the
second half and by the year end totalled 57.9 thousand tons, 8 per cent
below 1988. The expected production rise this year, coupled with lower
consumption, should result in a dramatic cut in imports, to less than half
last year's level. This decline in imports should continue through 1991,
to no more than a mere 18 thousand tons. Live cattle imports, up by
7 thousand head last year, to 172 thousand head, are equally expected to
decrease, to reach 150 thousand head in 1991. Information about the origin
of imports continues to be unavailable.

1988 Estimates ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle andcalf
numbers- : 8,198.0 8,611.0 5.0 8,620.0 0.1

Beef and veal2:

Production 573.0 593.6 3.6 602.2 1.4

Consumption 628.8 644.3 2.5 623.0 -3.3

Imports 62.9 57.9 -7.9 27.7 -52.2

1/'000 head, 31 August 2'/000 tons

Argentina

Outlook for exports brilliant, unless Brazil ...

61. The Argentinian cattle herd has been falling continuously in the last
ten years with only a brief interruption in 1983-84. The June 1989 cattle
census showed a further 1.6 per cent fall, to 49.5 million head. This last
decrease was due to adverse climatic conditions, frosts followed by intense
drought, and the country's difficult economic and financial situation.

62. Inspected cattle and calf slaughter increased by 1.8 per cent last
year, which does not suggest that cattle herd liquidation is approaching
its end. Furthermore, inspected female cattle slaughter increased by
9.5 per cent and last year represented 42.6 per cent of the total mix,
against 39.6 per cent in 1988. Although official data for total cattle
slaughter are not yet available, inspected slaughter represents about
74 per cent of the total and, contrary to earlier estimates, it now seems
clear that total cattle slaughter has also increased. Unofficial sources
put it slightly higher than 12.5 million head, +2.4 per cent than last
year.
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63. The result of higher than expected cattle slaughter, and taking into
account that average slaughter weights remained relatively unchanged, was a
1.7 per cent rise in production, to a figure estimated at around
2,680 thousand tons.

64. The Argentinian cattle industry has been affected by strong price
fluctuations in the last few years. After recovering strongly (following
their historically low levels in 1985) from the middle of 1986 to the last
quarter 1987, cattle prices plunged again and, although at levels higher
than in 1985, have fluctuated strongly since then. Last year does not seem
to have been an exception. Although the annual average of the Liniers
price index (1960 - 100) remained stable compared to year earlier, at 91,
the index varied from 81 in April to 129 in June and back to 96 last
December. Depressed and strongly varying prices seem to have been due to
low consumption levels and to an unfavourable rate of exchange against the
United States dollar during at least the first four months of 1989. By the
year end prices were firming and this trend seems to have continued in the
beginning of 1990.

65. Per capita beef and veal consumption was, at 72 kg., close to the
lowest levels of the last 15 years, reflecting the country's difficult
economic situation and extremely low income levels. It seems that
consumption is currently varying from lows of 65/70 kg. one week to
80/85 kg. a few weeks later, reflecting strong variations in domestic
prices. Although there are no forecasts for the current year, the bright
outlook for the export industry indicates that year end consumption levels
should not change much from 1989, and could even decline further.

ARGENTINA
BEEF EXPORTS
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66. During the first quarter of 1989, and at a time when f.o.b. export
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exchange rate against the United States dollar kept Argentinian beef and
veal exports 24 per cent below year earlier. In the second quarter, and
following a number of measures introduced by the out-going government in an
effort to control runaway inflation (including the withdrawal of an
exchange rate-linked duty on exports resulting in a more favourable
exchange rate), beef and veal exports increased slightly. In July, exports
were up by a further 9 per cent, confirming the recovery. Furthermore, a
25 per cent rise in export prices (to US$1,477 per ton f.o.b.) compared to
year earlier resulted in a 37 per cent increase in the export value. An
even more favourable exchange rate was implemented afterwards and a gradual
cut in export duties on meat started last October. Year end exports were
estimated at 360 thousand tons (+12.5 per cent), and the average export
price for 1989 as a whole was US$1,445 per ton f.o.b., 3.7 per cent less
than in 1988. Both the export volume and the average export price are
expected to increase in 1990, to 420 thousand tons and US$1,500 per ton
f.o.b. respectively.

67. Reportedly, Argentinian beef exports declined during the first few
months of 1990. Available data suggest that this was related to lower
cattle slaughter and declining prices. However, with winter approaching,
supplies began to recover and so did export availabilities. Argentina has
recently firmed an important number of export contracts at attractive
prices (rump and loin Hilton approach US$10,000/ton). Some of those
contracts have been firmed with new, or revisited, countries: the Soviet
Union, Romania, Egypt, Angola, Algeria, etc. As indicated in the last
report, conditions on the international market for bovine meat seem to be
particularly attractive for this traditional exporting country: sharply
decreased EC stock levels and consequent lower export availabilities;
declining export availabilities among major Eastern European countries;
low export availabilities in Oceania and Uruguay. However, the absence of
Brazil, so far this year, in the export market is the factor which has most
favoured the Argentinian meat export industry. The question arises,
however, on how the industry will react if recession strengthens in Brazil
leading this country to dispose of its large export availabilities on the
international markets.

1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle anq calf
numbers-/: 50,300.0 49,500.0 -1.6 49,500.0 0.0

Beef and veal2/:

Production 2,635.0 2,680.03/ 1.7 2,520.0 -6.0

Consumption 2,315.0 2,160.0 -6.7 2,100.0 -2.8

Exports 320.0 360.0 12.5 420.0 16.7

2/, 00 tons1/'000 head, 30 June 3/ Secretariat estimate
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Brazil7

Cattle and bovine meat industry again under the influence of economic
turmoil

68. Estimated cattle and calf numbers in Brazil were up by 2 per cent last
year to 137 million head. As noted in previous reports, the economic
instability in Brazil has obvious implications in the sector and was partly
responsible for the decline in the cattle herd growth rate from 3.5 per
cent in the 19709 to the current 1.5 to 2 per cent. The *sensitivity' of
the Brazilian cattle industry to the general economic situation, already
demonstrated by the 1986 crisis, was highlighted again in 1989 and yet
again this year. Following his election, the new Brazilian president
introduced a new economic plan, the "New Brazil Plan" last 16 March. The
plan imposed an eighteen-month freeze on saving accounts, introduced a new
currency (the "Cruzeiro"), and thus sharply reduced the availability of
money.

69. Two weeks after the implementation of the plan, the fat cattle ("boi
gordo") prices had fallen by 40 per cent. However, only four weeks later,
when inflation was officially at zero, they had already recovered by more
than 20 per cent. The sharp decline in interest rates and a sudden
distrust in the stock exchange market rendered fat cattle a good asset. In
other words, in the expectation of more stable days, the producers hold
their cattle, and consequently prices increased. In the meantime, a
population which, at least to start with, tended to spend more money ,inter
alia, because many retail prices stabilized or even declined, but also as a
reaction to the freeze of saving accounts) added an upward pressure on
prices. Furthermore, the "off-season" (June-November) is arriving, and
prices rise seasonally during this period.

70. This situation in the internal market has serious implications for
Brazilian bovine meat exports. The uncertainties which preceded the March
elections were at the basis of the relative absence of Brazil in the export
market. Since the elections, and despite the liberalization of both
imports and exports, the domestic supply / demand and price scenario
described above has been responsible for a similar absence: domestic
prices are more attractive than those in the international market and
Brazil does not export, or exports little. Furthermore, the United States
dollar fell by around 60 per cent with the implementation of the Plan, and,
even if it has been rising again since then, it has not favoured exports.

71. A recent illustration of such a situation was published last April in
the Brazilian press which announced the cancellation of export contracts
(under negotiation for more than a year and a half) for a total 40 thousand

7No new information has been received since the last December meeting.
However, the secretary of the Arrangement was recently in Brazil, and he
thought it useful to include in this report his own view of the situation
there.

arenew economic plan, the "Summer Plan" was implemented. See the last
report.
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tons to Iran and Iraq. Export contracts to Israel are also likely to have
been cancelled. According to non-official sources, current year export
levels could well be at least 30 per cent below last year, which would mean
below 200 thousand tons. However, rising herd retention by producers also
meant higher availabilities meaning that, should conditions in the domestic
market change and the value of the United States dollar become attractive
(which could soon be the case), Brazil might be back on the market again.
Nevertheless, the approaching "off-season" does not suggest a decrease in
domestic prices (on the contrary) and it would be relatively surprising,
although not excluded, that Brazil export significant quantities of meat
before November. On the other hand, the possibility of higher imports
(than the 92 thousand tons forecast last December for the current year)
cannot be ignored. Should prices in the internal market rise too much,
Brazil may be obliged to have recourse to imports to stabilize the market.

1988 Estimates ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle and calf
numbers-l: 134,133.0 136,814.0 2.0 139,550.0 2.0

Beef and veal2'

Production 2,446.0 2,300.0 -6.0 2,300.0 0.0

Consumption 1,936.0 2,360.0 21.9 2,050.0 -13.1

Imports 19.0 200.0 952.6 92.0 -54.0

Exports 529.0 280.0 -47.1 450.0 60.7

1/,OO head Z'1000 tons

Colombia*

Cattle herd liquidation only briefly interrupted?

72. At 23.3 million head in 1988, cattle and calf numbers in Colombia were
1 per cent higher than year earlier. This follows three years of falling
inventories and was due to increased numbers for all categories of cattle
resulting from declining cattle slaughter in both 1986 and 1987. Strongly
increased producer prices in both years (but especially in 1987 when the
rise was of 42 per cent) encouraged producers to retain their cattle.
Another 10 per cent price rise occurred in 1988 and higher cattle slaughter
(+7 per cent) suggests that prices had become high enough to be profitable
again. In 1989 slaughter levels were expected to increase by a further
1.4 per cent. In these conditions, it may well be that the cattle herd
liquidation has only been temporarily interrupted. Current estimates are
for an unchanged cattle herd in 1989.

73. Higher slaughter rates and improved weights led to an 8 per cent
production rise in 1988 and a further estimated 2 per cent in 1989. Beef
and veal consumption, which had been falling since 1984, recovered in 1988
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(indeed, per capita consumption, which had fallen below 20 kg. in both 1986
and 1987, moved up to 20.1 kg. again). Estimated intake for last year is
20.3 kg. Meanwhile, estimated per capita intake of poultry meat was 4 per
cent above its 1988 level, reaching 8.6 kg.

74. Bovine meat exports have been estimated at 11.6 thousand tons last
year, compared to 5 thousand tons in 1988. No destinations are as yet
available concerning last year, but in 1988, 42 per cent went to the
Netherland Antilles and 41 per cent went to Venezuela. The rest went to
Peru. The average export price was US$2,795/ton f.o.b., 11.7 per cent
above 1987.

1988 Estimates ZChange Forecast ZChange
1989 1989/88 1990 1990/89

Cattle ani calf
numbers-/: 23,267.0 23,267.0 0.0 ... ...

2/Beef and veal :

Production 627.9 640.0 1.9 ... ...

Consumption 622.8 625.0 0.4

Exports 5.0 11.6 132.0

-/'000 head, December 2''000 tons

Uruguay

After two years of serious decline, the cattle herd begins to recover

75. After having experienced two years of strong herd rebuilding (1986 and
1987), cattle numbers in Uruguay fell sharply in both 1988 and 1989. The
decline was primarily related to a long and seriou- drought in 1988-89, but
also to strong internal, and especially, exterral demand. Thus, the cattle
inventory fell from 10,331,000 head by June 1988 to an estimated 8,535 head
by June 1990. That is to say that in two years, Uruguay's cattle herd
declined by close to 2 million head. Current projections are for a 1-2 per
cent recovery this year (+150 thousand head).

76. The structure of cattle slaughter is now indicative of the beginning
of herd rebuilding. Not only are slaughterings expected to be down in both
1990 and 1991 (by 20 and 14 per cent, respectively), but also the
participation of female cattle in the slaughter mix is expected to fall
from an abnormal and drought-induced level of almost 48 per cent in 1989,
to 34 and 28 per cent this year and the next.

77. High cattle slaughter in 1988 and 1989 resulted in strongly increased
production which last year totalled 364 thousand tons, the highest level
since 1983. The return to improved weather conditions and the consequent
decline in slaughterings this year will lead to lower beef and veal
production. However, as a result of early killings due to the drought,
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average slaughter weights in 1989 were particularly low (195 kg. compared
to a "normal" 218-220 kg.). This year improved pasture conditions and a
larger percentage of adult male cattle will to some extent offset the
slaughter decline and production will fall by "only" 12-13 per cent. Herd
rebuilding will result in a further production drop in 1991, currently
forecast at 13 per cent, to 276 thousand tons.

78. Despite 3-digit inflation, which almost doubled in 1989 compared to
1988, Uruguay's consumers of beef kept consumption at a relatively stable
and high level last year: 63 kg. per capita (2 kg. less than year
earlier). This seems to be due to relatively stable real prices. Indeed,
it appears that if it had not been for the strong export demand, the
consumption of beef might have evolved in parallel with production, as is
most often the case, and increase.

URUGUAY
REAL PRODUCER PRICES

NUr$/100Kgs.

11.6-8S
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Fat steers/Fat cows (deflated by the consumer prIoe Index)

79. As noted in the last report, the impact of the drought on cattle
slaughter had at least the positive aspect of occurring at a moment of
strong import demand in external markets and lower export competition in
some of Uruguay's traditional markets. As a result, beef and veal exports
rose from 93 thousand tons in 1987, to 131 thousand in 1988 and
177 thousand last year. Undoubtedly, the difficult situation in Brazil was
a real bonus for Uruguay, which not only benefited from Brazil's reduced
presence in the export market, but also boosted sales of beef to the
Brazilian market (37 thousand tons, against 12 thousand year earlier) at
higher prices. Uruguay also sold 110 thousand head of live cattle to
Brazil last year (Uruguay has seldom exported live cattle in the last few
years, and one has to go as far back as 197- to find a higher export level
of live cattle). The EC, Israel, Iran and Iraq were its major markets last
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year and the average export price for deboned frozen meat was US$1,152 per
ton f.o.b., up by 10 per cent on year earlier.

80. Uruguay has now entered a herd rebuilding phase and lower
slaughterings and reduced production will mean decreased export levels.
This year the drop is seen at around 24 per cent, to 135 thousand tons, and
a further 22 per cent decline is projected for 1991, when, at 105 thousand
tons, beef exports should reach their second lowest level of the last
11 years.

1988 1989 ZChange Forecast %Change1989/88 1990 1990/89

Cattle and calf
numbers-/: 10,331.0 9,583.0 -7.2 8,535.0 -10.9

Beef and veal- :

Production 321.0 364.0 13.4 318.0 -12.6

Consumption 194.0 188.0 -3.1 183.0 -2.7

Exports 131.0 177.0 35.1 135.0 -23.7

-/'000 head, 30 June 2/o000 tons

United States

81. The last 1 January census revealed a 0.2 per cent rise in cattle
numbers to more than 99.3 million head. It now seems certain that an
'atypical" cattle cycle came to an end last year and that a new cycle is
under way. Indeed while previous cattle cycles were generally
characterized by a 6-8 year long rebuilding phase and 3-4 years of cattle
liquidation, this cycle (initiated in 1979) showed reversed periods of time
for the rebuilding phase (3 years) and the liquidation (1-7 years). This
resulted, by the end of the cycle, in the lowest cattle inventory of the
last 30 years. It is believed that the annual average expansion rate in
the new cycle now beginning, may remain at lower levels than in the
previous cycles.

82. By 1 January 1990, cattle on feed inventories were up by 2 per cent
(to 11.6 million head), reflecting large placements provoked by dry
conditions and lack of winter pastures in a large number of states. Net
placements for 1990 are seen at slightly higher levels than last year's
23.2 million head. The USDA consequently expects feed cattle marketings to
expand by some 3 per cent during the current year. Feeder cattle outside
feedlots was down by 1 per cent last 1 January. However, the overall fall
was due to the decline of lightweight (under 500 pounds) cattle.
Heavyweight feeder cattle (over 500 pounds) expanded and there seem to be
enough feeder supplies for at least the first half of 1990. During the
second half, supplies could decline due to greater retention of replacement
heifers and the low number of lightweight feeder cattle. Feeder cattle
prices are consequently expected to remain firm this year allowing for
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positive returns to cow-calf producers. Anticipated lower feed costs this
year could nevertheless "compensate* for these prices, and allow for
positive returns on finished cattle.

U.S. - LIVESTOCK/FEED PRICE RATIOS
(Omaha)
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083. Total cattle slaughter declined by 4.1 per cent in 1989, although
culling of dairy cows and bulls and stags increased somewhat. (Dairy cow
slaughter was up during the first half of the year, but began to decrease
in the subsequent months, a trend which continued in the beginning of
1990.) Steers and heifers (both fed and non-fed) accounted for the bulk ox.
the reduction. Higher slaughter weights compensated somewhat for lower
cattle kill, and beef and veal production last year fell by only 2.8 per
cent. Total cattle slaughter is expected to increase marginally this year,
but fed cattle cull could increase by some 3 per cent. At the same time,
lower feedgrain prices are expected to result in heavier fed cattle. If we
add to this a tendency for a higher percentage of fed cattle in the overall
slaughter mix, the consequence will be increased production by the year
end. Current projections are for a 2 per cent production rise, to
10.8 million tons.

84. In 1989, cattle prices in the United States averaged US$72.52 per
c.w.t (slaughter steers, Omaha Choice, 1,000-1,100 lb.) 4.3 per cent higher
than year earlier. This also resulted in higher beef retail prices which
at US$2.70 per pound (average Choice Yield Grade 3 carcass) were 5.9 per
cent above 1988 prices. (As indicated in the last report, part of this
retail price rise is also due to higher valued product containing less bone
and fat.) Consequently, per capita beef consumption was down by nearly
5 per cent, to 45 kg., once again benefiting poultry meat intake which
increased by almost 6 per cent (despite the retail price rises of both
chicken and turkey), to 38.9 kg. This year, despite the expected rise in
production, per capital consumption of beef is expected to decline slightly
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or remain relatively unchanged. This would be due to similar reasons:
1-3 per cent retail price rise, record total meat supplies (resulting in a
further 6 per cent increase in poultry meat intake), but also an expected
slower economic growth.

85. As a result of sharply increased imports from Mexico in the last
quarter 1989, total live cattle imports in the United States last year were
9.5 per cent above yeal earlier and totalled 1,459 thousand head. This was
due to steps taken in Mexico to liberalize cattle exports (lower export
duties) and to sustained imports from Canada. Live cattle imports are
foreseen to decline this year as a result of expected lower imports from
this latter country and despite a possible increase in imports from Mexico.

86. Beef and veal imports were down by 9.5 per cent last year (to
987 thousand tons) primarily as the result of lower export supplies in
Australia and despite the sharp recovery registered there in the last
quarter provoked by dry weather conditions. Both New Zealand and Canada
benefited from this situation and have seen their exports to the United
States rise. However, the recovery of Australian exports in the last
quarter limited the rise by the year end. This year, higher production
levels in the United States should result in a further decrease of imports,
despite probably rising imports from Australia, which may be more than
offset by lower sales by New Zealand.

87. Live cattle exports fell sharply (-63.8 per cent, to 85 thousand head)
when compared to the 1988 levels. Indeed, exports just returned to more
"traditional" levels, as the high (235 thousand head) exports of 1988 and
first quarter 1989 were abnormal and related to exceptionally high sales to
Mexico (see last report). Forecasts for the current year put live cattle
exports at 145 thousand head.

88. Boosted by sales to Japan, beef and veal exports increased by 54 per
cent last year, reaching 482 thousand tons. Exports to Japan (70 per cent
of total beef and veal exports) were up by 67 per cent, while sales to
Canada (8.8 per cent of the total) increased by 89 per cent. Exports to
the Republic of Korea jumped from a mere 7.3 thousand tons in 1988, to
24.7 thousand tons last year, roughly half the total volume of Korea's beef
import quota. Current projections are for the continuation of growing
United States exports this year, with imports by Japan continuing to be the
main reason behind this growth. However, due to an agreement recently
reached with Korea (considered consistent with the recommendations of the
GATT Panel report which includes, inter alia, an annual access growth
factor during an initial transitional period (58 thousand tons in 1990,
62 thousand tons in 1991 and 66 thousand tons in 1992) and higher amounts
subsequently depending on further negotiations), United States exports to
this country will also continue to expand.

9L/6503
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1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle andcalf
numbers-': 99,622.0 99,180.0 -0.4 99,337.0 0.2

Beef and veal-':

Production 10,880.0 10,577.0 -2.8 10,793.0 2.0

Consumption 11,641.0 11,200.0 -3.8 11,230.0 0.3

Imports 1,091.0 987.0 -9.5 970.0 -1.7

Exports 313.0 482.0 54.0 544.0 12.9

1/'000 head, 1 January a,000 tons

Canada

89. After the moderate rise registered in 1988, cattle and calf numbers
last year increased by a further 1.8 per cent, to slightly above 11 million
head. The rise was largely due to increased beef cow numbers (+2.8 per
cent) and beef heifers (+4.0 per cent) which more than offset the decline
in dairy cattle numbers. Calf inventory also rose by 1.5 per cent. As
noted in the last report, the cattle herd expansion rate since 1988 has
been far more modest than the 3.8 per cent rise in the last cattle herd
rebuilding phase between 1970-75. Forecasts for this year show another
1.7 per cent increase, which confirms this evolution for a more moderate
annual growth of the herd. The evolution parallels the one in the United
States where even lower rates of expansion are occurring.

90. Trends of cattle slaughter confirm a slower rate of herd rebuilding.
After having declined sharply in 1988 (-7.8 per cent), cattle cull
increased by 1.4 per cent last year. Primarily due to higher cow kill
(even if all categories of cattle slaughter were up), the increase was the
result of dry weather conditions in Western Canada during the spring and
the increased cull of dairy cows in the East. Heifer retention did
nevertheless increase, supporting herd rebuilding. After somewhat lower
levels during the first half of the year (reflecting lower feed supplies)
average slaughter weights recovered significantly, especially during the
third quarter, and by the year end, at 2.61 kg., they were only 0.6 per
cent below 1988 levels, and well above the previous year's average. In
these conditions, beef and veal production last year was 0.7 per cent
higher and reached close to 980 thousand tons. Cattle slaughter is
expected to rise by 1 per cent in both 1990 and 1991, while a moderate
increase of heifer retention should allow for the continuation of herd
rebuilding, although at the low rates of increase already mentioned.
Production will follow the same trend as slaughter and will increase this
year and the next.
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91. Real producer prices in Canada increased by 6.5 per cent last year
(Slaughter cattle, Toronto), a stronger growth than in the United States
(+4.5 per cent), which is explained both by the price rise there, by a
favourable exchange rate against the United States dollar, and a strong
import demand for Canadian cattle and beef in the United States. In the
last quarter 1989, the Canadian dollar strengthened against the United
States currency and producer prices levelled off somewhat. As
traditionally is the case, and taking into account the interlinkage between
the two countries" industries, Canadian producer prices should follow the
same trend as its neighbouring country. This means continuing higher
prices, but a lower growth than last year. At the same time, expected
lower feedgrain prices, along with firm slaughter cattle prices should
result in higher feedlot profitability. Despite a 3 per cent drop in beef
retail prices (and contrary to earlier estimates) per capita beef and veal
consumption decreased somewhat last year, to 39.3 kg. (-1.2 per cent).
This seems to be due to even stronger price decreases for already cheaper
competing meats. Consumption should remain stable in 1990 and 1991.

CANADA PRODUCER PRICES
Can$/100Kga.
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Average Slaughter oattle, Toronto
92. Last year, Canadian beef and veal imports amounted to 158.3 thousand
tons, compared to 154.3 thousand in 1988. The :.ise was essentially due to
increased imports of fresh beef from the United States. Low export
availabilities in Australia and this country's increased exports to Japan
resulted in a 36 per cent drop in Canadian imports from Australia (to
55 thousand tons). For the first time, imports from New Zealand
(62 thousand tons), although slightly lower than year earlier, surpassed
those from Australia. The other major supplier was Nicaragua, which last
year sold a record 42 thousand tons to Canada. Current forecasts are for
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higher imports both this year and next (to 165 and 167 thousand tons,
respectively).

93. Canada benefited from low Australian exports to the United States in
1989 and saw its sales of fresh and chilled beef to the United States jump
from 99 thousand tons in 1988, to 144 thousand tons last year. However,
sales to Japan and the Republic of Korea were also higher. Nevertheless,
total exports to the United States accounted for 81 per cent of the total.
Live cattle exports (virtually all to the United States) decreased by some
74 thousand head, to 329 thousand. This year beef and veal exports-are
seen down somewhat, while live cattle sales abroad should increase. A
reversed situation is expected for next year, with beef and veal exports
recovering and live cattle ones declining.

1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle anl calf
numbers-/: 10,863.1 11,016.1 1.8 11,200.6 1.7

Beef and veal- :

Production 972.7 979.6 0.7 989.0 1.0

Consumption 1,033.1 1,031.2 -0.2 1,040.0 0.9

Imports 154.3 158.3 2.6 165.0 4.2

Exports 88.8 106.5 19.9 105.4 -1.0

-/'000 head, 1 January 2/o000 tons

Australia

Strong export recovery in the second half 1989 leads to 1980s record

94. Available estimates for the last March cattle census are for a 2.4 per
cent increase in the Australian herd, to 24.5 million head. This means
that the herd rebuilding phase initiated in 1985 (and only briefly
interrupted in 1988 due to abnormal conditions largely explained in
previous reports) is continuing and may even have accelerated, although
remaining well below the average growth of the 1970s. An analysis of
cattle and calf slaughter figures confirms the herd rebuilding trend. Thus
in 1989, while total cattle slaughter declined by 3.1 per cent, female
cattle cull fell by 14 per cent and calf slaughter by 5.5 per cent.
However, further analysis suggests that cattle slaughter was higher in the
last quarter 1989 than year earlier due to dry conditions and that this
year cattle slaughter is expected to fall by only a mere 0.5 per cent (and
only 1.7 per cent, as far as female cattle is concerned, while calf
slaughter could begin to increase again). In 1991 total cattle slaughter
is expected to rise again. In other words, cattle herd rebuilding seems to
be coming to an end and recent dry conditions and also declining prices for
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beef exported to the United States, seem to be supportive of this
evolution.

95. Despite the decline in cattle slaughter, beef and veal production went
up somewhat (+0.7 per cent, to 1,561 thousand tons) as the result of a
4 per cent rise in average carcass slaughter weights (210.3 kg. as against
201.8 kg. in 1988). This was partly due to a higher percentage of adult
male cattle in the slaughter mix and partly to improved weight reflecting
exceptionally good seasonal conditions in the first half of the year. The
projections for lower cattle slaughter and dryer seasonal conditions since
the second half of 1989 should result in lower beef and veal output this
year, while increased slaughter in 1991 should translate into higher
production levels as from next year.

96. Real producer prices in 1989 fell by 3.1 per cent on average.
Following an 8 per cent depreciation against the United States dollar,
producer prices went up sharply during the second quarter of the year, but
have begun to slide down again since then, reflecting drier conditions and
larger meat availabilities. However, prices began to recover again in
November 1989 as a result of increasing demand both on the domestic and
some export markets, namely the United States. During the first two months
of 1990, cattle prices remained on average at higher levels than year
earlier, but were lower than their December 1989 level, reflecting the
continuation of generally dry conditions (especially in the north of the
country) and declining demand in the United States.

97. Per capita consumption of beef stabilized in 1989, and was up by 3 per
cent, to 41.2 kg. This seems to reflect higher consumer incomes,
relatively stable real retail prices (+0.5 per cent) and successful beef
promotion programmes. Indeed, the per capita consumption of all kinds of
meat was up last year, but it was undoubtedly sheepmeat (and especially
mutton) which, with a 13 per cent rise to 23.5 kg., grew most, due to lower
prices.

98. In 1989, Australian beef exports increased by an unexpected 15.5 per
cent, to 1,040 thousand tons, a record level for the 1980s. Indeed, down
by more than 36 per cent during the first half of the year. exports were
expected to be down again by the year end (in its last report, the
secretariat had estimated the drop at 7.8 per cent). The fall was related
to sharp cuts in sales to the United States and Canada, but in spite of a
strong rise in sales to Japan. However, during the second half of 1989,
while sales to Japan continued to reach record levels (213 thousand tons,
product weight by the year end, +60.9 per cent compared to 1988), sales to
the United States picked up again. Even if by the year end sales to this
country were still 1 per cent below year earlier (313 thousand tons,
product weight), during the second half of the year they recovered strongly
(+33.7 per cent compared to year earlier) from the loss experienced during
first part of the year (-41.4 per cent). Higher sales to the United States
in the second half of 1989 reflect the dry conditions in Northern Australia
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AUSTRALIAN EXPORT PRICE TO USA
(Boneless cow, fas)

ALA oents/K.

340 -

320 -

300 -

280 -

2H0-

240 -

/

/
/
I

/oo

220 -

200 - /////,,,,////,////
JAN JUNE JAN JUNE JAN JUNE JAN JUNE JAN

1988 1987 1988 198e 1990

which accelerated cattle cull and led to higher export availabilities, and
attractive (and rising) prices for the imported product in the United
States. Current projections for lower beef and veal output this year
should lead to decreasing export levels, despite an expected 5 per cent
drop in domestic consumption. The decline should once again reflect fewer
sales to the United States (which still represent around 45 per cent of
overall Australian exports), whereas sales to Japan and Korea should
continue to rise. Higher production levels should allow exports to pick up
again as from next year.

1988 1989 ZChange Forecast ZChange
1989/88 1990 1990/89

Cattle anq/calf
numbers- : 23,521.0 23,887.0 1.6 24,460.0 2.4

Beef and veal- :

Production 1,550.6 1,561.3 0.7 1,535'^ -1.7

Consumption 663.0 693.5 4.6 658.0 -5.1

Exports 901.6 1,041.4 15.5 891.0 -14.4

/'000 head, 31 March 2/000 tons
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New Zealand*

Cattle herd: the second lowest level since the mid-sixties

99. The trend observed in June 1988, i.e., slightly rising total cattle
inventories, was reversed as the result of high beef cattle slaughter
provoked by drought conditions during the last half of 1988 and the first
half of 1989. According to provisional data for the last June cattle
census, beef cattle numbers were down by 7.9 per cent, while dairy cow
numbers increased by 0.9 per cent, reflecting improved returns. Total
cattle herd was thus as low as 7.7 million head, the second lowest level
since 1966. However, the return to improved climatic conditions in the
second half of the year and rising beef cattle returns resulted in sharp
slaughter declines. Estimates are for some 14 per cent less slaughter than
year earlier, and would reflect cull drops for all categories of cattle.

100. This means that by the end of 1989, total cattle slaughter would be
some 6 per cent below 1988 levels and that cattle herd expansion will
resume again as from this year. Meanwhile, lower sheepmeat and wool
returns and the current attractiveness of the international beef markets
(which in the first quarter of 1989, coupled with a favourable exchange
rate, resulted in an 18 per cent rise in producer prices) have continued to
favour the shift away from sheep to cattle production. Total cattle
numbers are, as a consequence, expected to increase in 1990, but the
evolution thereafter will depend on relative meat prices.

101. Reflecting lower cattle slaughter weights due to drought-induced
tighter feed supplies and early slaughter, the rise in cattle kill during
the first half of last year has not resulted in increased production.
Indeed, production was down by almost 2 per cent. The strong decrease in
cattle slaughter during the rest of the year is estimated to have resulted
in an overall 15 per cent production fall, to 513 thousand tons.

102. Revised consumption data for 1988 show that, instead of the previously
estimated 2 per cent drop, there was a 2 per cent rise. The increase was
due to high cattle slaughter during the last quarter of the year, and was
supported by a 4 per cent real retail price decline in 1988. Low
production levels last year and strongly increased retail prices (+6.4 per
cent from January to June) are estimated to have resulted in a 14 per cent
per capita consumption decrease in 1989, to 34.4 kg., and to remain at
about this level for 1990 and 1991.

103. Despite the production fall, beef and veal exports increased by almost
16 per cent, to 190.7 thousand tons, product weight, during the first six
months of the year. This was the result of carryover from 1988 and of the
consumption decline. Exports to the United States and Canada were up by
some 5 per cent, while exports to Japan moved from 4.7 thousand tons to
11 thousand tons. However, during the remainder of the year, the
production fall resulted in a serious cut of New Zealand's export
availabilities and the last available forecast is for a 7 per cent export
fall by the end of the year (-5 per cent to the United States, -10 per cent
to Canada, but nevertheless up to 17 thousand tons, from 11.4 thousand tons
in 1988, to Japan, and probably up to Korea as well).
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104. Nevertheless, strong import demand, especially in the United States
(and higher cattle prices there) and Japan (while exports to Korea have
also resumed), coupled with a more favourable exchange rate, are some of
the premises to keep export returns high (the average increase last year
was of around 22 per cent). This, added to the cattle herd rebuilding
effect on beef prices (in 1990 a further 6-10 per cent price rise is
expected), seems to provide the New Zealand beef industry with some better
prospects for the next couple of years.

1988 Estimates ZChange Forecast ZChange1988 1989 1989/88 1990 1990/89

Cattle anbcalf
numbers- : 8,058.0 7,721.0 -4.2 7,800.0 1.0

Beef and veal²/ :

Production 602.2 513.0 -14.8 506.0 -1.4

Consumption 134.0 116.0 -13.4 118.0 1.7

Exports 462.0 430.0 -6.9 350.0 -18.6

¹/,000 head, 30 June ²/,000 tons, calendar year

Japan

Cattle herd rebuilding stabilizes

105. Although no official data are available, the growth of cattle and calf
numbers in Japan is estimated to have firmed last year to around 2 per cent
(0.3 per cent in 1988). Cattle inventories may now be close to 4.8 million
head. Assumptions for such an estimate are based on slaughter levels,
which are decreasing in response to rising producer prices. Cattle
slaughter has beer. declining since 1986, and last year this trend
intensified with a close to 5 per cent drop. Although this decrease
concerned all the categories of cattle, it especially reflected a 7.4 per
cent fall in female cattle cull. As indicated, this evolution seems to be
related to increased producer prices (+2.1 per cent in real terms) in 1989,
but also (as was the case in 1988) to strong demand for milk products which
has resulted in an increasing retention of dairy cows.

106. In a country where 68 per cent of domestic beef is produced from dairy
cattle, this could only but lead to a production fall, even if beef cattle
slaughter increased somewhat (+2.0 per cent). Beef and veal production was
consequently down by close to 4 per cent, to 548 thousand tons. Data
recently published by the Australian Meat and Livestock Corporation

10"In Brief"- April 1990



IMC/W/74
Page 43

summarized a report, also published recently, by the Japanese Supply and
Demand Prospects Committee of the Agricultural Policy Council (advisory
body to the Ministry of Agriculture Forestry and Fisheries) on long-term
prospects for the supply and demand of agricultural products by the
Japanese Fiscal year (year ending 31 March) 2000. In the absence of
forecast data, the secretariat thought it useful to reproduce an

interesting table published by the AMLC, summarizing this report.

Japanese Industry Statistics

JFY 1987 JFY 2000

Population 122,264,000 131,192,000

Total beef consumption ('000 tons) 893 1,510-1,730
Per capita beef consumption (kg./capita) 5.0 7.9-9.1
Number of cattle* (million head) 2.65 4.12
Domestic production ('000 tons) 570 790
Imports ('000 tons) 319 720-940
Self-sufficiency (Z) 64 46-52

*Beef cattle only (secretariat note)

Among other things, the table suggests a close to 3 per cent annual
production rise between JFY 1987 and JFY 2000.

107. Per capita beef and veal consumption reached 8.7 kg. per capita last
year, showing an 11.5 per cent growth compared to 1988. The rise seems to
be due to increasing real per capita disposable incomes (+4.5 per cent),
but possibly also to declining retail prices for imported beef
(Yen 1,170/kg., -3.3 per cent on year earlier). Average retail prices for
all beef rose by only 0.5 per cent in real terms.

108. Beef and veal imports increased by a significant 29 per cent last
year, reaching 502 thousand tons. The graph clearly illustrates the
evolution of Japanese beef imports from Australia and the United States:
higher quality, grain-fed beef from the latter is gaining an increasing
share of the Japanese market, while grass-fed beef produced in Australia is
losing ground. As noted in earlier reports, the Australian beef industry
is clearly aware of this evolution and is moving towards increasing
grain-fed beef production in order to meet the United States competition.
In this connection it is worth noting the growing Japanese investments in
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JAPAN - MEAT IMPORTS
FROM AUSTRALIA AND THE U.S.

Australia
141.1_

Australia
176.1-

United States
108.4

1988
United States

151
1989

Thousand Thns

Australia's feedlot operations. As a result of the implementation of the
liberalization measures in 1988, the beef import quota for the Japanese
Fiscal year 1990 (April 1990 - March 1991) should be increased by
60 thousand tons, from 334 thousand tons (product weight) to 394 thousand
tons. It should be recalled that on 1 April 1991, the import allocation
system will be terminated and that, as from that date onwards, tariff rates
will be implemented as follows: JFY 1991: 70 per cent; JFY 1992: 60 per
cent; JFY 1993: 50 per cent.11

11See IMC/INV/10/Rev.5
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1988 1989 ZChange Forecast ZChange1989/88 1990 1990/89

Cattle and calf 3/
numbers¹/: 4,667.0 4,682.0 0.3 4,770.0- 1.9

Beef and veal²-/:

Production 569.0 548.0 -3.7 555.04-/ 1.3

Consumption 957.0 1,065.0 11.3 1,120.04-/ 5.2

Imports 389.0 502.0 29.0 550.04-/ 9.6

¹-/,000 head, 1 February ²/,000 tons ³-/USDA estimate

4-/Secretariat estimate


