SEAFOOD MARKET SMARTER INSIGHTS

Stressors and Implications in the 2019
Seafood Market By Dean Hogencamp, CFA
In this article we take a look
at the Seafood Industry and
associated inventory valuation
considerations through the lens
of ongoing and unpredictable
trade actions currently being
imposed by both the U.S.
and China.
Tariff Implications Overview
The 25% tariff actions most recently
imposed by both the United States
and China have an overarching impact
on all seafood products planned for
consumption within each nation. The
largest affected species imported from
China to the United States are Tilapia,
Red Swimming Crab, and Tuna. Seafood
from the U.S., including Salmon, Crab,
and Pollock, that is shipped to China
for processing and re-export have been
excluded from the tariffs.
There are concerns, however, that the
long-term exclusion of these product
categories may be in question, as there
is currently some level of disagreement
within the U.S. government given that
they were not identified as exempt in
the last federal register notice for import
tariffs. While some in the Commerce
Department insist that all current
exemptions will remain in place,
this uncertainty is an added stressor
to the market.

It is clear that the Chinese tariffs have
impacted certain segments of the seafood
market more than others; in particular:
Salmon, Crab, and Lobster. U.S. Maine Live
Lobster exports to China, for example,
have declined approximately 84% since
the tariffs were implemented according
to the Maine International Trade Center.
The primary reason? Given current tariff
costs, at the present time U.S. exporters
are simply unable to compete with the
pricing of similar Lobsters from Canada.
The Salmon and Crab markets have also
seen negatively impacted sales volumes,
given rising product costs as a result of
the imposed tariffs. This has resulted in
those products pricing less competitively
in the marketplace. While U.S. exporters
and processors have looked to alternative
markets in the near term, the uncertainty
surrounding the trade dispute remains
a lingering key concern.

Shrimp Supply & Pricing
Impacts to Lenders
Pricing for Asian Farmed Shrimp,
which comprise the vast majority of
shrimp imported to the U.S. market,
has followed a downward trend over
the trailing 24 months as supply levels
have steadily risen to outpace consumer
demand. A contributing factor to the
strong supply during this period has
been the notable absence of any
widespread outbreak such as the Early
Mortality or White Spot Syndromes
which had impacted Asian and other
aquafarming exporters in previous years.
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The Shrimp segment accounts
for 75% of lending activity in the
seafood market.
For the five months ended May 2019
compared to 2018, supply levels for
Shrimp had decreased approximately
2.0%, with imports from China and
Indonesia accounting for over 60.5%
of the volume declines. While lower
Chinese imports can be attributed to
U.S. imposed tariffs, the Indonesian
declines were largely a result of lower
export volumes due to supplies carried
by importers exceeding short term
demand. Shrimp imports from India,
however, which has been steadily
increasing its aquaculture capacity in
recent years, increased 13.6%, yearover-year. India accounted for 38.3%
of total shrimp imported to the U.S.
for the five months ended May 2019,
followed by Indonesia at 20.5%.

India Exports
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India, with its significant investment in
aquaculture has continued to grow its
share of the farmed shrimp production
market over the last decade and remains
the leading exporter not only to the
U.S., but worldwide. The country’s
producers have publicly stated their
intention to reach 1 million metric tons
in production by the year 2020.
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pricing remains firm to strengthening
in the marketplace based on supply
and demand finding equilibrium. Hilco
Valuation Services has significant,
validated expertise in the Seafood market
and has delivered valuations on 15 of the
top 20 seafood suppliers in the U.S. over
the past 5 years. From an asset-based
lending perspective, during this tenuous
period of ongoing trade negotiations
between the U.S. and China, we urge
lenders to pay very close attention to
potential changes to their seafood

Declining import volumes have allowed
pricing levels to experience increases
as of late. The below chart offers
insight into pricing movement over the
past 24 months by key import species.
At the time of publication, the market
has experienced pricing increases.
However, product availability for the
remainder of 2019 ultimately will
dictate pricing direction.
Product demand recently has increased,
driven by lower product costs. Market

Shrimp Market Movement Overview
As of July 31, 2019
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portfolio companies’ turnover metrics
and increases to product aging. Market
pricing fluctuations can occur quickly,
as evidenced by the above pricing chart.
This could place additional pressures on
procurement operations and ultimately
product margins, which, in turn, could
drive recovery values.
With the most accurate valuation analysis
and expertise in the industry and a highly
experienced and proven Seafood practice
that spans processing, importing and
distribution, Hilco is ready to assist you
and your institution. Give us a call today
to see how we can help maximize return
on your Seafood portfolio.

24-Month
Change

AQUA (Farmed)
Farmed (Asian), White,
Shell-on, Headless 16/20 ct/lb

$5.14

11.0%

12.0%

7.0%

9.0%

-11.0%

Farmed (Asian), White,
Shell-on, Headless 21/25 ct/lb

$4.83

16.0%

27.0%

22.0%

24.0%

-5.0%

Farmed (Asian), White,
Shell-on, Headless 26/30 ct/lb

$3.70

3.0%

5.0%

1.0%

1.0%

-19.0%

Farmed (Asian), White,
P&D Tail-off , 16/20 ct/lb

$6.13

18.0%

16.0%

11.0%

12.0%

-5.0%
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* Pricing information derived from Client Pricing Information and UrnerBarry Comtell
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