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Summary of market developments - beef market

Report Average price | Change o?ll;:r;cg)sr Change on Change on 5-
Category or volume on week year year avg
weeks

RAL steer price at Scottish abattoirs p/kg dwt, w/e 12 August 472.2 -3.1% +5.2% +18.7%
Prime cattle slaughter at reporting Average in four weeks to August 12, o ° o
Scottish abattoirs (88% of kill in 2022) head procured deadweight 50 e oL iz

. . . -20.2%
_ ) . O,
Cull cow slaughter at Scottish abattoirs Total in four weeks to August 5 4,439 3.5% (-1.122 head) 14.4%
UK beef market supply Tonnes in May-Jul 2023 (estimate) 259,200 +2.0% +1.6%

The significant prime cattle price declines of June and July continued into August, although the pace slowed in the second
week of the month, potentially signalling a change in market conditions. Increases over last year and the five-year average have
slowed but remain firm at around 5% and 19%, respectively. Meanwhile, continued steep cow price declines at a time of
seasonal strength in availability have seen values return to a more normal level relative to prime cattle.

Prime cattle availability on Scottish farms is now likely to be tightening seasonally as supplies of spring-2021-born cattle
dwindle and the young bull peak passes. Meanwhile, prime cattle numbers on farm are expected to have remained lower than
in 2022, with April population data signalling a year-on-year decline of 2.5% at 12-29 months.

After holding firm in June and July, weekly slaughter at E&W abattoirs may also be tightening seasonally into August. However,
BCMS data from April did highlight increased prime cattle availability on E&W farms relative to 2022 (+2.3%), particularly in the
24-30-month age group, which is the main contributor to slaughter in July and August.

With UK domestic production relatively flat year-on-year in 2023, a fall in export volumes has given a slight boost to overall
market supply, while imports rose slightly in May and June after a slow start. Falling cattle prices in the Irish Republic are likely
to have placed some competitive pressure on UK beef market prices.

While BCMS data for April showed a slightly increased year-on-year fall of 3.6% in beef-sired females aged over 30 @M S
months on Scottish farms, a slowdown in cow slaughter suggests that the herd may now have begun to stabilise.
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Farmgate prices - consistent declines have seen prime cattle fall 8-9% below May
peak, but the second week of August saw the smallest average price fall of the run

Average prime cattle price at Scottish

Selected grade prices for prime cattle at

Scottish premium over E&W - avg prime
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Availability and slaughter - summer slowdown underwa

All males + beef females by age group across GB
Year-on-year change, April 2023
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Calf registrations in Scotland
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Figures often revised slightly higher in next monthly report

BCMS catt}/e population data for April
highlighted a continuing year-on-year shortfall of
prime cattle supply in Scotland, with the number
of males and beef-sired females a%ed 12-30-
months down 2.5% year-on-year. The
divergence with England & Wales continued,
wheré numbers were 2.3% hzllgher than in April.
However, large changes at 24-30 months have
more of an impact on availability in Q2 and Q3,
where they account for a higher share of
slaughter numbers.

Smaller changes in younger age groups signal
that, as the year progresses, the decline in
availability should soften in Scotland while the
increase should slow in England & Wales.

Weekly slaughter has been trending downwards
in July and "August at price reporting abattoirs,
on both sides “of the border, in line with the
seasonal trend, though numbers have still been
showing significant increase on 2022 in E&W.

Prime cattle: year-on-year change in GB Prime cattle kill at Scottish abattoirs Weekly prime cattle kill at price reporting E&W
abattoir throughput 90 24 abattoirs (77% of the total prime kill in 2022)
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Seasonality of production - availability trending seasonally lower but weights have
risen against the seasonal trend in Scotland

Avg steer carcase weight at Scottish

abattoirs
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In theory, availability for slaughter should
be tightening seasonally in Scotland, with
the peak young bull sel?i/ng period
partially offsetting the summer slowdown.
However, supply chain challenges may
have had some impact on the timing of
slaughter this year.

Carcase weights fell on a year earlier in
the second half of 2022, likely reflecting
dry weather and high feed and fertiliser
costs, and this remained the case in the
first quarter of 2023. However, this
position has reversed in Scotland since
April, supporting production volumes.

Seasonal slaughter comparison in 2023
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Mature cattle market - steep downwards movement,

against the seasonal trend

Cows & adult bulls: year-on-year change
15% in GB abattoir throughput
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Weekly cow kill at price reporting

Scottish abattoirs (deadweight sales)
(66% of the total cow kill in 2022)
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The cow price declines of June accelerated in July
and values continued falling sharply in the first half
of August, against the seasonal trend, suggesting
weakness in the market for manufacturing grade
beef. On the supply-side, numbers available for
slaughter are likely to be trending seasonally
higher, adding to the pressure on values.

As a result, cow prices have returned to more
normal levels relative to prime cattle prices (see
chart on page 7), with R4L steers 25% higher than
R4L cows compared to just 13% in August 2022,
22% in 2021 and 26% in 2020.

After starting the year ahead of 2022 levels, mature
cattle slaughter has fallen well short of year-earlier
levels in the summer, suggesting that the beef herd
may be beginning to stabilise.
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Herd reduction slowing in the beef sector
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In April 2023, the number of beef-sired females
aged 30 months and over in Scotland was down
by 3.6% year-on-year, with a fall of 15,400 to
422,300 head.

This decline reflected the strong increase in cow
slaughter in the second half of 2022 at Scottish
abattoirs, plus a reduced cohort of beef-sired
heifer replacements.

However, a lower cow kill in summer 2023 signals
that the beef herd may be beginning to stabilise.
BCMS data highlights that the kill of over 30-
month females fell behind 2022 in April, May and
June in Scotland; that dairy cows appear to have
underpinned slaughter in 2023; and that fewer
Scottish-born OTM cattle have been processed in
E&W.

RA4L steers v R4AL cows at Scottish

1.6 abattoirs since 2018
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UK beef market supply: domestic production + (imports - exports) = supply

149% Year-on-year change in UK beef output
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A focus on UK international trade in beef - soft Q2 for exports

UK beef exports - product weight
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In May and June, UK beef export volumes
slumped to their lowest levels for the time of year
since the 2015-17 period. However, average
export prices remained well above the levels of
previous years.

As had been the case for much of 2022, UK
shipments to the EU continued to out-perform
non-EU markets, falling by 12% year-on-year in
June compared to 34% reduction of non-EU.
Volumes shipped to the EU also remained well
above the lows of 2021.

After a weak opening third of the year, beef
imports pushed slightly above 2022 levels in May
and June, though June volumes did slip behind
the five-year average. Imports from the EU
returned to growth for the first time since January,
while shipments from non-EU sources slipped
back behind strong June 2022 levels after a firm
May.

The EU accounted for 95.2% of UK import volumes
and 90% of exports in the first half of 2023.

Note:

HMRC trade data covers HS codes 0201 & 0202
(fresh or chilled & frozen beef)

Estimates for July are based on seasonal trends in
trade volumes and domestic productlon

QMS
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Variables influencing international trade in beef - comﬁletitive

in Ireland but UK exportprices now appear to have held firm in
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HS 0201 & 0202 - fresh and frozen carcases and cuts of beef
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Please note that a +0.6% adjustment has been made to EU prices to reflect different spec and the weekly average exchange rate is sourced from the ECB

ressures from lower prices
ay and June

Irish prices have continued to fall at a faster pace
than in Scotland, resulting in an increased price
lead for Scotland (16.8%), which is above the five-

year average.

EU beef prices continue to look historically firm,
supported by declining production, but market
prices are back below the highs reached in 2022 in
many countries. The lead for Scottish R4L steers
over the EU average for R3 young bulls has
narrowed since mid-July, with EU prices beginning
to stabilise after a period of declines, plus currency
movements.

Selected EU cattle prices for
R3 males, converted from euro to p/kg dwt

Week 32 Week 28 Week 32
2023 2023 2022
Germany (young bull) 401.6 386.6 429.6
s 415.6 334.5 427.7
(young bull)

Spain (young bull) 431.0 445.3 406.2
Poland (young bull) 393.6 387.4 427 .2
Irish Republic (steer) 404.3 419.3 408.2

For comparison: 472.2 4723 448.8

Scotland R4L steer

Source: AHDB; EU Commission; LMC; QMS calculations
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Variables influencing international trade in beef
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Cattle on Irish farms (thousand head)

Age group 2%e2c1 2%e2c2 ch);/r?ge
<12 months 2,108 1,995 -5.3%
1-2 years 1,767 1,801 +1.9%
5r2é2ii|§i§mna72;) 332 337 +1.5%
Cows 2,395 2,372 -1.0%
Source: CSO
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In the Irish Republic, downwards pricing pressure
initially came at a time of seasonally low slaughter, but
volumes are now lifting towards their autumn peak.
Although slaughter volumes have spent much of 2023
below 2022 levels, December population data did
point to increased numbers in the Irish slaughter pool
for 2023, though with the potential for some
tightening once the 2022 calf crop reaches the market.

At a global level, beef prices are coming under
pressure from rising production in Australia and Brazil,
while weaker than expected consumer demand led to
a build-up of product in China, reducing wholesale
prices by 6% between late-May and mid-July.
However, the US market remains firm due to a shortfall
in domestic production.

USDA Global Beef Market Forecasts, July 2023
(million tonnes carcase weight)

Key indicators 2021 2022 2023
World, production 58.40 59.33 59.57
USA, production 12.73 12.89 12.38
Brazil, production 9.75 10.35 10.65
EU, production 6.88 6.71 6.60
Australia, production 1.90 1.88 2.06
All countries, imports 9.95 10.23 10.32
China, imports 3.02 3.50 3.50
USA, imports 1.52 1.54 1.60

&) linpperis 0.32 0.40 0.40

(from non-EU sources)

Source: USDA Foreign Agricultural Service
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Summary of market developments - sheep market

Report Average price or Change O?:';gsr Change on Change on 5-year
Category volume on week weeks year avg

A SDECERE SQ;IUI:J\C;'E?Sprice sliseeisn p/kg lwt, w/e 16 August 261.53p/kg -2.32p -3.2% +8.8% +27.0%
New season lamb mgrketings at Scottish ~ Average in four weeks to 16 August, 15.822 +60% 6.5% 559
auctions Head
Total lamb marketings at GB auctions Ausrage fourr\:\(/_:‘eaedks fto 16 gty 92,708 -4.7% -3.0% -14.7%

UK sheepmeat market supply Tonnes in May - July 2023 (estimate) 63,500 -9.9% -4.8%

» Lamb auction prices settled around 260p/kg between mid-July and mid-August, with a slow build in new season lamb
supplies limiting the seasonal decline in prices. However, there has been some renewed decline in the third week of
August as auction throughput has risen towards a normal autumn level. Prices have still retained a margin of around 5%
over 2022 levels, while holding more than 20% above the five-year average.

» Looking forward, December survey results suggest an increased breeding flock in England, so there could be some catch-
up in lamb marketings now that a period of wet weather has helped grass growth to rebound. In Scotland, given the
slightly reduced breeding flock in December, a catch-up in numbers is likely to depend on an increased lambing rate.

* Retail data indicates that lamb sales have struggled since Easter, although retail prices have now begun to stabilise.

« UK lamb imports have continued to run well behind 2022 levels despite highly competitive market prices in Australia and
New Zealand; a softening in the Chinese lamb market; and increased UK market access for Australia since the end of May.

* In contrast to beef and pork, UK lamb exports have performed well in 2023. Along with reduced imports, this has
ensured that market supply has remained tight, supporting lamb prices despite soft domestic demand and a weakening

global market. @MS
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Farmgate prices - prime sheep - renewed seasonal decline developing in second half of August with lamb
numbeérs approaching normal autumn range but prices remain elevated at record highs for the time of year

370 SQQ prime sheep price at Scottish auctions
350 w/e 16/8/23 261.53p/kg
+8.8% yly
330 +27.0% v 5y avg
310
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2270
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-
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—2022 —n—2023 ==2023 est
Source: IAAS; QMS calculations

Daily auction price comparison at Scottish

280 marts over last month - new season lambs
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Auction price comparison -
Scotland v England & Wales

Avg price for a 16.5-21.5kg R3L grade
lamb carcase at GB abattoirs
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Carcase quality - proportion of SQQ lambs at
price reporting abattoirs grading E,U or R
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Availability and slaughter - new season lambs have reached the market more slowly than in 2022

Current season lamb marketings at
Scottish auctions
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Source: IAAS; OMS calculations

Total lamb marketings at GB auctions
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Prime sheep kill at Scottish abattoirs
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Prime sheep throughput at GB abattoirs
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New season lambs continued to arrive on the
market more slowly than in 2022 across GB in the
first half of August. However, numbers have built
towards a normal autumn level in Scotland.

Initial figures from the third week of August point

to a strong upturn in auction volumes in Scotland,
although this would make only limited inroads to

the decline in the season-to-date.

Looking forward, December survey results pointed
to an increased breeding flock in England, so there
could be some catch-up in lamb marketings. In
Scotland, given the slightly reduced breeding flock
indicated in the December survey, whether
numbers eventually catch-up is likely to depend on
an increased lambing rate.

December Sheep & Goat Inventory and June 2022
Census Results

December Total breci:i::eﬂock yly ag:‘h;::::zyy
Scotland (2022) -0.7% +0.3%
England (2022) +2.5% +1.5%

June 2022 Ewes fc;)rrit:aréli\:gr/future Ne\Il; :‘e:sson

England +2.8% +1.5%
Wales -0.4% -1.6%
E&W +1.5% +0.3%

Source: Defra; Welsh Govt; Scottish Govt; QMS calculations



Cull sheep market - seasonal reduction in prices as marketings build towards their

autumn peak

Cull sheep price at Scottish auctions

Cull sheep: year-on-year change in GB
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Cull ewe values have rebalanced
downwards at Scottish auctions since
mid-July as marketings have risen
sharply above their seasonal low.

In the first half of August, weekly
marketings of ewes & rams were at
their highest of the year so far at
Scottish auctions, and they continued
to run above 2022 levels. This helps
explain why ewe prices have not been
as strong as prime lambs.

While domestic mutton production
increased in the first half of 2023, the
volume exported as carcases fell back
significantly relative to 2021 and 2022,
signalling some rebalancing of
demand to the home market.

QMS
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UK sheep market supply: domestic production + (imports - exports) = supply

28% Year-on-year change in UK sheepmeat output
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A focus on UK international trade in sheepmeat - firm exports but imports down sharply on 2022

UK sheepmeat exports - product weight
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UK sheepmeat imports - product weight
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UK sheepmeat exports rebounded to strong
year-on-year growth in June, partly reflecting
an earlier Eid al-Adha. Over the first half of
2023, they rose by 14% on 2022 and by 11%
on the five-year average. After some
reduction in July, theré has been a bounce
higher in the price of GB lamb at Rungis
market in Paris, against the seasonal trend,
pointing to robust demand (see page 18).

UK imports had an historically weak final
quarter of 2022 and the trend has continued
in 2023. Over the first half, imports were
down 32% year-on-year.

Beef + Lamb NZ highlighted continued year-
on-year declines inshipments to the UK'in
June Sﬁnalllng continued import weakness
in July. NZ processors have refocused on
China, while there has been a rebalancing of
exports to Europe towards the EU from the

UK this year.

Import weakness has come despite
seemlnglly attractive price levels in the GB
market plus increased market access for
Australia since the end of May.

Note:

HMRC trade data covers HS codes 0204 (fresh or
chilled & frozen sheep and goatmeat)

Estimates for July are based on seasonal trends in
trade volumes and domestic production

QMS
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Variables inﬂuencing UK sheepmeat trade - Prices in France continue to look attractive to GB lamb
exporters with slight rebound in mid-August. Import volumes remain weak despite highly competitive prices in
Australia and NZ, where Australian production growth and a weak Chinese market are préssuring prices.

Paris wholesale GB carcase price and GB Share of UK sheepmeat exports that are EU breeding flock in December -
o5 deadweight lamb price 100% lamb carcases ag0  €Wes and ewe lambs put to the tup
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3.0 trend 60 Much weakerthan expected, although some of

9 409
§ 9 5 & 5 3 %2 & % 3 9 this may reflect seasonality Lamb crop 229l | 220z L%
> 0o 5 s 5 2 g w O 2z 58 A —
NZ 2021 ———GB R3L 2021 NZ 2022 § 2 & S = 5 3 9 % ‘g 3 o Export lambs processed 17.8m 17.5m -1.6%
GBR3L2022  ==t==NZ 2023 emim=GB R3L 2023 - “‘20251 b= "2022 «n 2053 a
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QMS calculations Source: MARA; QMS calculations
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Summary of market developments - pig market 2 b

Report Average price | Change Change over Change Change on 5-
Category or volume on week four weeks on year year avg

GB Standard Pig Price (SPP) p/kg dwt, w/e 12 August 225.52p/kg -0.12p +0.3% +14.2% +37.6%

Average carcase weight of standard pigs Average in fouErL\jvSes:z DA AT 89.2 +0.8% +1.8% +4.7%
. +1.6%

Prime pig slaughter at GB abattoirs TOtilh(itzgr?;EIeya%joza 643.1 (change in daily -16.4% -16.6%

avg kill Jul v Jun)

UK pig market supply Tonnes in May-Jul 2023 327,100 -0.8% +3.9%

A slowdown in the rate of farmgate price increases through July and into August suggests that a seasonal change in market
balance could be taking effect as weekly availability for slaughter lifts above its summer low point. Nevertheless, prices
remain around 15% above year-earlier levels and 40% above the five-year average.

GB abattoir slaughter continued to fall sharply below 2022 levels in July, reflecting the knock-on effect of a reduced
breeding herd. ScotEID slaughter data is also signalling reduced availability on Scottish farms in 2023, although the pace of
year-on-year decline has slowed. Prime pig slaughter fell back behind 2022 levels at Scottish abattoirs in July.

Lighter carcase weights compared to 2022 will have added further to the fall in pigmeat output at GB level in the first half of
2023, and stocks of pigmeat built up in 2022 are likely to have declined sharply.

While EU pig prices have fallen back since mid-July, the gap between GB and EU prices remains unusually narrow and UK
import prices are likely to have remained elevated. UK import volumes have started to rise since the spring and, combined
with a sharp reduction in exports, this has begun to limit the tightening of supply in the domestic market.

Although the Chinese pork market has tightened since July, wholesale pork prices are only slightly above GB farmgate
levels, making it a less attractive export destination than in recent years. @M S
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Farmgate prices - prime pigs - showing continued upwards seasonal pressure in July but there are some
signs of a seasonal change in market balance, with month-on-month rate of increase slowing
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Pig production - margin per head - AHDB
modelled estimates

Pig prices continued to trend slightly
higher through July and into August
but the pace of increase has
softened, suggesting that a seasonal
change in market balance could be
taking effect.

With the seasonal downturn in
carcase weights of June reversing in
July, the average carcase price has
risen again ang its margin over 2022
has moved beyond the lead shown
by per kilo prices.

The current combination of farmgate
prices and the cost of straight feeds
are likely to be supporting some
recovery in producer finances from a
sustained period of losses. However,
energy, labour and interest costs will
have risen considerably for many
businesses this year and herd size
has reduced.

QMS
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Indicators of market disru ption - lack of premium for pigs with specific production characteristics points to very
tight market. Carcase weights have risen again after a brief seasonal decline and remain historically elevated.

6% Premium for GB APP over SPP Standard pigs - average carcase weight Proportion of GB standard carcases
'o ° . °
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The premium for the overall average pig price (APP) over standard pigs (SPP) has disappeared,
indicating that pigs with specific production characteristics are no longer receiving premia in the
marketplace, signalling an extremely tight market. It should be noted that the two price reporting
samples are notidentical.

Carcase wei%hts have risen again after a brief seasonal downturn in June, with the share of heav
carcases in the standard pig price sample back above pre-backlog levels. Since mid-July, weights
have been showing year-on-year increase.

QMS
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Availability and slaughter - supply remains tight across GB following herd contraction but availability for
slaughter likely to be edging seasonally higher. Abattoir throughput has fallen back again in Scotland since mid-July.

5%

0%

-5%

-10%

-15%

-20%

-25%

Source: Defra; QMS calculations

Prime pigs: year-on-year change in GB

abattoir throughput
I m 2022 m 2023
|I||| || R
[
3
@
o
]
©
£
o
c
a
Jan-Jul 23: -12.6% y/y _§
-11.1% v 5-yr avg =
2022 v 2021:-1.2%
§ 82355335834

Prime pig kill at Scottish abattoirs

9
8
7
6
5
a4
3 4 weeks to 5/8/23
2 -11.1% yly
] YTD
+4.7% yly
0
XTI RETRE
2018-22 ===2021 ====2022 ==fi=2023 ==i==202

Source: Scottish Government; QMS calculations

Thousand head per week

N
o

o
o

Source: AHDB

Throughput of price reported standard
pigs at GB abattoirs

Thousand head per week

Weekly kill of pigs moving from Scotland to
slaughter in Scotland or England

18
16
14
12
10
8
6 Latest 4 weeks (27-30): -5.8% y/y
a YTD (weeks 1-30): -15.7% y/y
) 2022 v 2021:-1.4%
0 2021 2022 —=m=2023
T NOMOVONI®OE-TNOMOVO N
- = = " N N ANOOO T T T S0
Source: ScotEID Week of the year

Please note that this includes sows

The contraction of the GB breeding herd
driven by financial pressures on producers in
2021 and 2022 has resulted in a sharp
reduction in the slaughter pig crop in 2023.
However, the standard pig price sample does
point to a seasonal rebound in weekly
slaughter since mid-June and the pace of
year-on-year decline may be slowing.

While the number of pigs sent to slaughter
from Scottish farms continued to run behind
year-earlier levels in July, the pace of decline
has softened considerably since May.

After two months of significant year-on-year
increase at Scottish abattoirs, prime pig
slaughter fell back behind 2022 levels in July.
In the four weeks to August 5™, numbers
were at their lowest for a four-week period
since mid-March.

December 2022 Census - England
(Note: Scottish results not available)

Female breeding herd -20% yly
Fattening pigs -7.9% yly

y

Source: Defra .)
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chmeat market suppIY
Trade balance and pigmeat supply calcula

domestic production + (imports - exports) =
tions based on estimated imports and exports for July 2023

supply

Year-on-year change in UK pigmeat output
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Year-on-year change in UK pigmeat supply

25%
20% Supply remains very tight, but the gap
15% has narrowed as 2023 has progressed

10%

o |I |
0% I " _- 0

-5%

-10%

-15%

-20% _
ENREEERESEY

Source: Defra; HMRC; QMS calculations w2022 =2023
Trade based on HS codes 0203 and 021011, 021012 & 021019

Cumulative y/y change in UK pigmeat output

20
0 o 11 I 111,
o
g'zo | 2022 v 2021 +0.6%
o
2-40 Jan-Jul 2023
a -13.5% yly
'.g-bo -7.0% v 5y avg
-80
-100
c 02 i b= > c — o)} o U > (%)
S ¢332 353Z 8024
Source: Defra; QMS calculations m2022 w2023

Thousand tonnes

Cumulative change in net imports, y/y

50
40
30
20
| 1
0 0
10 Trade balance beginning to
provide stronger support to
-20 domestic market supply
.30 than in 2022
£ 9 % ¥ >» £ 35 ©» o % 2 ¥
S ¢ 3533538028
Source: HMRC; QMS calculations 2022 m2023

Trade based on HS codes 0203 and 021011, 021012 & 021019

Cumulative change in UK pigmeat supply

80
60
g 40
£ 20 I I I
8
T 0
5 [ 2022 v 2021
5'20 +2.5% yly
F.40
Jan-July 2023
-60 est-7.1% yly
.80 -1.3% v 5-yr avg

2 5 5 S o o 35 2 v
S & =<2 3 >3 40 2 4
Source: Defra; HMRC; QMS calculations ™ 2022 =2023
Trade based on HS codes 0203 and 021011, 021012 & 021019

S

Quality Meat Scotland



A focus on UK international trade in pigmeat - imports
picking up while exports fall sharply, reflecting tight domestic supply
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While tight domestic supply continued to
constrain exports in Q2, imports moved
beyond 2022 levels, offsetting some of the
decline in UK pigmeat market supply.

Imports of pork (HS0203) showed a third
consecutive month of strong year-on-year
increase in June, with the pace accelerating
to 22%. Meanwhile, bacon & ham imports
$H5021 0) returned to year-on-year growth
or the first time since'November 2022
(+2%) and were in line with the five-year
average.

Exports of pork (HS 0203) to the EU slipped
back from a year-to-date high and
continued to show con5|derab|exear—on—
year contraction in June, down 44%.

Exports (HS 0203) to non-EU countries
rebounded on the month but still lagged
9% behind year-earlier levels in June.
However, within this total, deliveries to
China and Hong Kong were up slightly on
the year.followmg a very weak May,
accounting for 75% of non-EU trade.

Note:

HMRC trade data used here covers HS
codes 0203 (fresh or chilled & frozen swine

meat) & 021011,021012 & 021019 (bacon
& ham - 'salted, in brine, dried or smoked’).
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Quality Meat Scotland

Trade data for July is estimated



Factors driving UK international trade in

price %ap continuesto sup
marke

. support GB price competitiveness at home and on the continent. After a
has tightened since late-July, but prices are no longer as attractive to exporters, running only slightly ahead of GB farmgate levels.
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igmeat - Although the EU pork market has begun to cool, an historically narrow
period of stability, the Chinese pork
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USDA Global Pork Market Forecasts, July 2023

(million tonnes carcase weight)
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China, 540 42.6 363 475 554
production

All countries, 8.6 93 1.7 11.6 9.89

imports
iﬁ};gf‘c’s 1.46 245 528 433 213
EU,
production 23.2 23.0 232 23.6 223

Source: USDA Foreign Agricultural Service

2023

114.8

56.0

9.81

2.30

21.7



Summary of economic developments £53

Commodity prices have remained well below their 2022 peak in 2023, pressured in part by a weaker US
dollar, but farmers and processors will continue to face unusually high levels of input costs where end prices
reflect past rises in raw material prices. Wage and borrowing costs are also still rising significantly.

Strong average earnings growth has continued to support increased retail sales in cash terms and, although
inflation rates have begun to slow in many sectors, prices have generally continued to show significant year-
on-year increases, limiting purchased volumes.

The meat retail market continues to be characterised by consumers trading down towards cheaper products,
forcing up prices for beef mince, while sharp pork price rises are starting to weigh heavily on sales volumes.
Lamb sales have shown renewed weakness after a strong Easter, although retail prices may now be steadying.

Consumer confidence showed some renewed weakness in July, reflecting concern over the potential for
sharply increased mortgage payments. The Bank of England has highlighted that the majority of mortgage
payment rises are expected later in 2023 as new fixed rate deals are agreed.

PMI surveys signalled a softening of trading conditions for UK service sector businesses in July while
manufacturers continued to face declining demand. While previously inactive people have started to look for
work and employment dipped in Q2, it failed to dampen wage pressures, which are likely to have been

supported by cost-of-living increments.
QMS
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Production costs and by-product revenues

Index of selected agricultural inputs

Monthly prices of selected straight feeds
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Commodity prices have fallen from their highs,
added to by a weaker US dollar, but many are
still well above pre-covid levels, meaning that
businesses are still having to deal with higher
cost bases than they have been used to. Crude
oil prices have shown some rebound since July,
and this has passed through to fuel costs.
Contract pricing of inputs means that
businesses may still be facing rising or
unchanged costs even as commodity prices
have dipped.

A short-term spike in global arable crop markets
following the suspension of the Black Sea Grain
Initiative in mid-July has largely unwound as
global supplies remain adequate. A record
Brazilian soyabean crop has ensured that
soyameal prices have fallen below year-earlier
levels and Argentina is expected to see a sharp
rebound in production in the coming season.

By-product value followed commodity markets
lower in late-2022 but there has been a
rebound since June, partially offset by a weaker
US dollar. Hide value has been part of this
rebound. However, in mid-August, a stronger
pound than a year ago meant that hides were
down 1% on 2022 in GBP while showing a 6%

uplift in USD.
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Exchange Rate Movements - UK interest rate rises supporting sterling, reducing the
competitiveness of UK products

Weekly exchange rate between € and £

Irish R3 steer price in EUR & GBP
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Sterling has been fluctuating within a relatively
narrow range against the euro in recent weeks as
financial markets react to economic data which
either signals the potential for further UK interest
rate rises (e.g. services price inflation or wage
rises above expectations), or suggests rates may
have peaked (e.g. weaker retail sales than
expected). The Bank of England is of the view
that price and wage-setting decisions have
changed since the pandemic, biasing them to
the upside, so they want to be overly cautious
with interest rate policy to get inflation down
towards the 2% target. This stance has ensured
that sterling has remained firmer than it had
been in spring 2023.

US economic data has remained relatively firm in
2023 but a slowdown in inflation has limited
expectations for further interest rate rises,
pressuring the dollar. A significantly weaker USD
than a year ago has maintained downwards
pressure on commodity prices and input costs,
potentially also softening UK returns on dollar-
denominated exports to non-EU countries. For
example, an unchanged export price of $5,000/t
would have returned £4,170 in August 2022 but
£3,930 in the first half of August 2023 (-6%).
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Retail demand and prices - meat prices continue to show
strong year-on-year increases, limiting sales volumes

UK consumer price index for beef & veal

UK consumer price index for pork
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Retail demand remains firm overall with rising UK
wages (+8.2% y/y in Q2) supporting the overall
amount of money spent on groceries. However,
sharply higher prices continue to limit sales volumes.

Early sales figures from the 12 weeks to early August
point to some improvement compared to the period
to early-July, though high inflation rates continued to
limit beef and pork sales volumes.

Lamb retail performance has been weak outside of
festivals and remains an expensive protein despite its
average price now slipping back.

Pork retail prices are rising fast as higher farmgate and
import prices pass through the supply chain,
squeezing sales volumes in line with tight supply.

Y/Y change in GB retail sales reported by Kantar in 12

weeks to 6/8/23

Value Volume  Avg price per kilo
Fresh beef +13.3% +0.9% +12.3%
Fresh lamb -2.8% -1.7% -1.1%
Fresh pork +12.9% -8.7% +23.7%
Fresh poultry +12.1% +2.2% +19.7%
Totalgrocery 1049, 2.3 +12.9%

market

Source: Kantar
Quality Meat Scotland



Retail demand and prices - meat prices continue to show strong year-on-year increases,
limiting sales volumes and resulting in trading down

Note: period of
comparison for
lamb includes the
days immediately
after Easter
Sunday in 2022

LAMB

12 weeks to 9t July 2023

GB Scotland GB Scotland GB Scotland
Value (£Em) 497.0 (+9.8% y/y) 50.4 (+10.4% y/y) 100.8 (-8.7% y/y) 4.7 (-34.2% yly) 206.9 (+10.9% y/y) 13.9 (+18.5% y/y)
Volume (t) 51,069 (-2.8% y/y) 5,020 (-2.9% y/y) 8,476 (-7.8% yly) 391 (-33.9% y/y) 31,952 (-9.5% y/y) 2,127 (-2.0% y/y)
Avg price (£/kg) 9.73 (+13.0% y/y) 10.04 (+13.6% y/y) 11.90 (-0.9% y/y) 12.02 (-0.5% y/y) 6.48 (+22.5% y/y) 6.53 (+21.0% y/y)
Penetration* 64.6% (-1.9% yly) 69.0% (+0.1% y/y) 21.4% (-3.8% y/y) 13.7% (-20.8% y/y) 44.7% (-5.1% yly) 38.9% (-1.2% y/y)
Frequency** 4.3(-1.2% y/y) 4.2 (-4.7% yly) 2.3(-2.0% y/y) 2.1(-10.3% y/y) 3.0(-2.5% y/y) 2.8 (+4.2% y/y)
Relationship between GB household spending on beef Relationship between GB household spending on lamb Relationship between GB household spending on pork
20 and retail prices in 12 weeks to 9/7/23 and retail prices in 12 weeks to 9/7/23 and retail prices in 12 weeks to 9/7/23
15 25
10 © Other Other
. . +5.3% 20 [0} +19.3%
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- Mince [ +13.6% _;- Stemgg _:- 15 Leg roasts ~ Chops/steaks
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M0 ey 10.4% Steaks n 9 @ Pork bell
w 10— * . o . -0.0% 10 ° y
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® 38%
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Source: Kantar Avg price (£ per kg) Source: Kantar Avg price (£ per kg) Source: Kantar Avg price (£ per kg)

Lamb leg sales surged around Easter but

Mince sales volumes coming under Pork belly and ‘other’ cuts performing

best on volume due to slower price rises.

pressure from surging retail prices.

dropped sharply afterwards.

Data covers sales of fresh and frozen unprocessed red meat
*Penetration % - Number of households/individuals that bought at least once in the time period as a percentage of total households/individuals.
**Frequency - Average number of purchase trips per buyer in the time period.
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Economic indicators - mixed picture with business surveys pointing to little activity growth and reported
employment levels declining but wage growth is now out-pacing inflation and sentiment remains better than in autumn 2022.

Private sector output - UK PMIs
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