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Animal Protein Is a Main F&A Casualty of the
US-China Trade War

. with More Expected

In many ways, animal protein is at the centre of the food & agribusiness (F&A) dimension of the
US-China trade war. The impact on global animal protein trade and prices is starting to become
apparent in some areas, and Rabobank expects more change as the trade war rumbles on.

Animal protein trade subject to new 25% tariffs

Direct imports of US animal protein (pork, seafood, beef, and poultry) into China are now subject
to new tariffs of at least 25%. In all cases, Rabobank’s view is that US animal protein exports to
China will be adversely affected, and in some cases global trade flows will also be affected.

Pork trade hit again

Pork was one of the first F&A trade flows to feel the effects of the trade war, with a 25% tariff
introduced in April (see our recent report Rising Trade Tensions between the US and China Could
Upset Global Pork).

The introduction of another 25% tariff on US pork imports into China in July effectively prices the
US out of this market. This will impact global pork trade flows in a number of ways over the
balance of this year and potentially beyond (see our recent report Global Pork Quarterly Q3 2018).

With US pork production expanding ahead of domestic demand, and the imposition of tariffs on
US pork imports into Mexico, the industry will need to work hard to find alternative export
markets while facing up to softening local prices.

Seafood flows—plenty at stake in both directions

China’s imports of Pacific salmon, cod, pollock, flatfish, lobster, and crab from the US represented
15% of China'’s total seafood imports in 2017, reaching USD 1.3bn in value.

Of these seafood types, the high-value crustaceans are consumed locally and subject to new 25%
tariffs, and therefore likely to face growing competition from other exporters. Most of the
whitefish and salmon, however, are processed in China to be re-exported and are not yet facing
new tariffs (see our recent web article Caught in the Tariff Net — US-China Trade War to Shift
Global Seafood Trade Flows).

Unlike other animal proteins, and despite these export flows, the US is a net importer of seafood
from China. China's seafood exports to the US totalled USD 2.7bn in 2017. The recent
announcement of further trade measures against China by the US would add a 10% tariff on
major Chinese seafood exports to the US, such as shrimp, tilapia, and processed salmon and
whitefish. China could end up losing more than the US in a seafood trade war between the two
countries.

Beef tariffs will slow growing momentum

China started importing US beef in mid-2017, after trade had been suspended for more than a
decade. While trade flows have been very modest over the past year, the introduction of new
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tariffs on US beef imports into China will dent the US beef industry’s efforts to build sustainable
supply chains into China.

Poultry tariffs another setback

US poultry exports to China were suspended in response to avian influenza (Al) outbreaks in the
US in 2014/15, and have not formally resumed since. The introduction of a 25% tariff on US
poultry exports to China represents another setback for an industry that had been hoping to
resume trade.

Tariffs on animal feed will affect Chinese
production

Rabobank also expects important indirect effects of the trade war. Animal protein production in
China is also affected, with animal feed commodities, such as soybeans and sorghum, and specific
feed ingredients, such as whey protein, now subject to new tariffs of 25%. These tariffs will make
importing US feed commodities and ingredients more expensive, re-shaping trade flows and
placing more pressure on China’s pork production margins (see our recent web article A Fall Into
a Pit, a Gain in Your Wit).

More change ahead

All signs in the US-China trade war point to tensions mounting, and further measures should be
expected that will affect trade between the two countries. In the animal protein space, Rabobank
expects more change ahead in terms of direct trade and the indirect impact of global trade flows
rebalancing, as well as a re-pricing of China’s animal feed imports.

2/3 RaboResearch | Animal Protein Is a Main F&A Casualty of the US-China Trade War | July 2018


https://research.rabobank.com/far/en/sectors/regional-food-agri/A_Fall_Into_a_Pit_a_Gain_in_Your_Wit.html
https://research.rabobank.com/far/en/sectors/regional-food-agri/A_Fall_Into_a_Pit_a_Gain_in_Your_Wit.html

3/3

Imprint

RaboResearch
Food & Agribusiness
far.rabobank.com

Justin Sherrard Global Strategist Animal Protein  justin.sherrard@rabobank.com

+31613 759 411

© 2018 — All rights reserved

This document is meant exclusively for you and does not carry any right of publication or disclosure other than to
Codperatieve Rabobank U.A. (“Rabobank”), registered in Amsterdam. Neither this document nor any of its
contents may be distributed, reproduced, or used for any other purpose without the prior written consent of
Rabobank. The information in this document reflects prevailing market conditions and our judgement as of this
date, all of which may be subject to change. This document is based on public information. The information and
opinions contained in this document have been compiled or derived from sources believed to be reliable;
however, Rabobank does not guarantee the correctness or completeness of this document, and does not accept
any liability in this respect. The information and opinions contained in this document are indicative and for
discussion purposes only. No rights may be derived from any potential offers, transactions, commercial ideas, et
cetera contained in this document. This document does not constitute an offer, invitation, or recommendation.
This document shall not form the basis of, or cannot be relied upon in connection with, any contract or
commitment whatsoever. The information in this document is not intended, and may not be understood, as an
advice (including, without limitation, an advice within the meaning of article 1:1 and article 4:23 of the Dutch
Financial Supervision Act). This document is governed by Dutch law. The competent court in Amsterdam, the
Netherlands has exclusive jurisdiction to settle any dispute which may arise out of, or in connection with, this
document and/or any discussions or negotiations based on it. This report has been published in line with
Rabobank’s long-term commitment to international food and agribusiness. It is one of a series of publications
undertaken by the global department of RaboResearch Food & Agribusiness.

Banking

for Food

RaboResearch | Animal Protein Is a Main F&A Casualty of the US-China Trade War | July 2018


http://far.rabobank.com/

