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Welcome to our Market Report for August.
KEY POINTS TO NOTE

 Beef update
 Pork update
 Lamb update
 Poultry update
 “Agflation”
 Global Wheat Update
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Beef Overview
GB deadweight cattle prices ease
In the week ending 9th July, GB deadweight cattle prices decreased slightly, however remain at historically
high levels.
The average price for prime cattle procured deadweight in GB fell by 1.6p on the previous week to average
442.3p/kg, however this was still 42p above where it was this time a year ago.
Whilst prices are down this week on last, they are still strong across all cattle, with an average across all
prime animals of 33.9p up from the start of the year.

EU outlook for Beef
 EU beef production to decline -0.5% in 2022
 Continuing high input prices, particularly for feed, may lead to additional slaughtering by the end of
the year and lighter slaughter weights in feed-intensive production systems where costs will weigh
more on farm profitability
 The EU beef price has risen strongly since early 2021, due to both low supply at EU and global level,
and improving demand after COVID-19
 EU beef exports are expected to grow +4% in 2022
 Beef imports are expected to recover by +15% in 2022 due to reopening of domestic food service,
faster recovery of supply from Brazil and additional in-quota imports from Argentina
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Pork Overview
GB pig prices move up again
In the week ending 16th July, the GB EU-spec Standard Pig Price rose by 1.98p to 193.09p/kg a 32.4 %
increase YOY. While prices maintain their upward trend, they are still estimated to be below current cost
of production.
Slaughter numbers were estimated at 178,300, down 7.1% on the previous week’s numbers. Average
carcase weights continued to lighten, down 600g to 87.88kg.

Pork cost of production - July 2022
With continued pressure on energy and fuel prices this has a negative, but small, impact on the cost of
pork production. As feed is always the key driver, any feed price movement has the biggest impact.
Historically, feed costs have been responsible for around 60-65% of the farmgate cost of producing a kg
of pork meat. Since December 2021, feed costs have risen to 71-74% of the full economic cost of
production.
As the feed ingredient market has eased very slightly, the cost of production is currently estimated to be
231p/kg deadweight in July. With current carcase weights of around 88kgs this would indicate a full
economic cost of producing a pig at £203 per slaughter pig.
With Standard Pig Prices at 193.09p/kg, this equates to farmers losing between £31 and £33 per
slaughter pig.
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EU outlook for Pork
 EU pig meat production to decline by -4.7% in 2022, pressured by high input costs, environmental
concerns, reduced exports and African Swine Flu
 Domestic consumption to decrease by -3.3%, averaging 31.7kg per capita
 EU exports to China expected to decrease by -40% in 2022, returning to pre-ASF levels
 Overall, EU pig meat exports are expected to decrease by -9.6% in 2022
 EU pig meat imports from the UK are expected to increase by +34% in 2022
 Total EU pig meat imports are due to increase by +28%
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UK Lamb Market Overview
Lamb prices show small declines in the week but still way above YOY & Five year
average.
GB deadweight prices for New Seasons Lamb stood at 639.1p/kg in the week ending 16th July, down 7p
on the week. Estimated throughputs at abattoirs were 184,000, down 35,000 (16%) on the previous week,
and 33% behind throughputs in the same week last year.

EU outlook for Lamb
 EU lamb prices remain at unprecedented high levels in 2022 due to low domestic supply against
sustained demand
 Sheep meat production is expected to remain stable in 2022
 Substantial reduction of the flock will limit production increases in certain EU countries
 High feed prices may lead to additional slaughtering and lighter slaughter weights in feed-intensive
production systems
 EU sheep meat exports to increase +2% in 2022, limited by a shortage in supply, continuing trade
frictions with the UK and relatively high EU prices
 High shipping costs are expected to limit overall sheep meat import growth to +6% in 2022, assuming
no change in trade frictions with the UK
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Poultry Update
Strong demand for poultry but big operational challenges remain
The outlook for the global poultry industry for the second half of 2022 is strong, despite significant cost
pressures and other operational challenges. Global prices keep rising, staying high enough to offset high
feed costs.
Global poultry demand is solid, with most countries open after adopting ‘living with Covid’ strategies. This
is pushing up poultry demand, while global pressure on spending power and high food prices are also
leading consumers toward the lowest-priced meat protein: poultry. The industry is supported by strong
beef prices, with chicken benefiting as a common substitute in many markets.
Feed and energy prices are higher than they have been in several years and are expected to remain high
into 2023. In addition to lingering Covid-19 impacts, the industry currently faces one of the highestpressure avian flu seasons in history. Additionally, the Ukraine crisis directly affects global feed
commodity, energy, and fertiliser prices, further challenging industry operations this year.
Given these circumstances, supply will be tight. Mid-sized and small producers are downscaling in
response to higher working capital requirements and risks. New investment projects have been delayed,
given the rise in investment costs, with high steel prices, rising interest rates, high logistical costs, and a
tight labour supply.
Global demand is expected to only grow by 0.5% to 1% in 2022 due to supply restrictions. This is
significantly below a ‘normal’ year’s growth of around 2.5%.
In this challenging market there will be a significant gap between winners and losers. Companies with
strong market power, strong biosecurity, and strong operations – with high efficiency and solid
procurement – will likely outpace the market.
UK and Imported markets have found their new level, at present we expect UK prices to possible rise
slightly, Chicken thigh meat, Inner Fillets and wings are still proving to be difficult with demand still
outstripping supply at times.
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How ‘agflation’ is driving up the cost of chicken
Since the turn of the year UK ‘agflation’ has been soaring, driven primarily by the Russia-Ukraine conflict.
The latest estimates for April shows that it now stands at 30.6% – levels not seen in decades.
General inflation, as measured by the consumer prices index (CPI) and food prices (CPI Food) have been
rising at a much slower rate (around 6%). This means that many farm businesses are feeling a severe
squeeze on margins, and this is set to continue for the foreseeable future.
The Russia-Ukraine conflict has had most effect on feed, fuel and fertiliser prices. However, as these
underpin most agricultural inputs in some form, cost increases are also showing elsewhere, such as
contracting costs, crop protection products and building materials. The pressure is most pronounced in
the pig and poultry sectors where feed accounts for 65-80% of production cost.
Dairying and grazing livestock are also feeling the strain, particularly for those farms that have not bought
forward their fertiliser. These severe inflationary pressures are happening at a time when all farms in
England will be facing cuts in BPS payments. The Basic Payment Scheme payment is based on the number
of hectares farmed) expected to reach 35% during 2023, although for most specialised poultry businesses
direct subsidy support does not contribute a significant amount towards income.
Ongoing improvements within production such as genetic development through short breeding cycles,
advancement in growing and management technology, and good stockmanship have kept the production
of chicken as efficient as it can possibly be.
All of these things are now being squeezed more than ever through inflation. Feed makes up
approximately 60-70% of the growing costs of a typical broiler chicken. Add in the other farming costs of
chick purchases, energy, labour and consumables then the retained profit percentage decreases further
unless the price of chicken tracks these other cost changes. Further down the supply chain, there are
similar inflationary pressures – fuel, labour, gas, energy, packaging and waste disposal to name a few.
The high input/output nature of chicken farming means that it is heavily exposed to the inflationary
volatility. This exposure needs to be shared along the supply chain to ensure all links remain strong. A lack
of profit will reduce the incentive to grow chicken and reduce reinvestment to an extent.
For a method of farming that is as lean and efficient as it can be, it is difficult to reinvest to improve
efficiency – there must be a limit. Chicken is often seen as a basic household staple – affordable, healthy
and versatile. The average person in the UK consumes roughly 30-33kg of chicken per year. This popularity
means retailers could be hesitant to rapidly pass on the price increases to consumers with the interest in
keeping the population fed.
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But at what price?
We are in a cost-of-living crisis. There is a balancing act to be maintained between feeding the population
and ensuring that all parties in the supply chain receive a fair return for their work, investment, and
achievements. If they are squeezed too hard, then the supply chain could reach a breaking point.
The industry has worked very hard in recent decades to lift the reputation of British poultry.
No parties wish to cut corners and undermine this effort, nor see supply chains reach breaking point. That
is why it is crucial to ensure fair returns are made to all.

Global Wheat Update
Further disruption to global wheat supplies as ‘landmark’ deal hangs in the
balance
A deal between Ukraine and Russia to resume exports of wheat through the Black Sea was signed on
Friday 22nd July, which was hailed by the UN as potentially ending world supply issues of the essential
ingredient.
The deal was signed by representatives from Turkey, Ukraine, Russia and Secretary General Antonio
Guterres.
The Russian Federation and Ukraine, combined, have accounted for around 30% and 20% of global wheat
and maize exports, respectively, over the past three years.
On Sunday 24th July, reports from the Russian government said that it had carried a missile strike on
several vessels on the port of Odesa. A Ukrainian military vessel and a number of US-supplied Harpoon
anti-ship missiles have been destroyed.
Since then, representatives from Kyiv have said preparations remain under way to resume the grain
exports.
More pressure expected
Wheat prices will rise further if the deal collapses, with implications for producers in UK.
As soon as the deal was announced, we immediately saw a reduction in the wheat price, which was truly
welcomed by pig and poultry farmers and much needed given the escalating costs of production. If the
deal doesn’t happen, wheat prices will rise again putting farmers under even more intense pressure. In
that situation, we would expect to see a drop in production and an increase in meat prices.
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The wider picture needed
Movements of grain from Ukraine are essential if we are to avoid suffering through hunger in other parts
of the world and the resulting need for aid to be sent to them.
In regards to the UK, we welcome more grain coming onto the world market as this may help to bring the
cost of feed down and in turn reduce the input costs for pigs and poultry during the present cost of living
crisis.

FINAL THOUGHT
“Stay Patient & Trust the Journey”
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