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Summary

1 A small rise in UK pig meat production expected in
2019

1 Lower import levels may compensate for this
increase, though Brexit stockpiling activity remains a
risk

1 Significant export growth expected, considering the
rise in Chinese import demand

1 Export demand offers some price support, but falling
domestic demand is a concern

91 Note this forecast assumes access to the EU market
is maintained after October 2019.

Key 2019 Stats

Production 941, 000 tont

l mports 1,036, 000 tonne

Exports 284,000 tonnes

Consumption 1,693,000
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Market update and outlook review

Prices
GB

GB finished pig prices rose in Q2, with the EU-spec SPP averaging 144.45p/kg. This was 6.35p higher than the
previous quarter. Although prices rose continuously throughout the quarter, the uplift was not as substantial as that
seen on the continent. In recent weeks, price rises have also started to slow. In the week ended 20 July, the SPP
only gained 0.30p, reaching 152.50p/kg. Spot market prices, which are more volatile and more closely follow EU
trends, did show large price increases. However, the small size of this market means its influence over the SPP is
limited.

EU

EU pig prices increased to average €172.18/100kg in Q2. Higher demand from China buoyed prices from March
onwards, although a tighter supply situation in Northern Europe was also key to sustaining price growth. In recent
weeks, there has been some downward pressure, with EU prices averaging €177.06/100kg in the week ending 14
July. This reflects disruption in the key German export market, which has been blocked from supplying the
Philippines. The wholesale market had also reportedly been subdued for a number of weeks, with domestic demand
lacklustre. On average, EU prices have been above UK prices throughout Q2.
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particularly suffered, falling by 7% in volume terms. This is
thought to be related to the prevalent negative health 27
messaging about the product. Sales of sausages and 0|
hams have, perhaps, been affected by the poorer summer
weather this year calling for fewer barbeque and picnic
occasions.
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Sl aughter
Clean pig slaughter

Clean pig throughput was a little higher than year-earlier levels during the second quarter of 2019, totalling 2.6
million head. Slaughter in the first half of the year therefore totalled 5.3 million head, 1% higher than last year.

In our April forecast, we anticipated little change in slaughter during Q2 compared with last year. Actual slaughter
came out a little higher than expected (+37,000 head), although this is within the bounds of typical variation.
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Actual and forecast annual change in UK
clean pig slaughter
good 2018 2019 20202018 2012020 pig siats
ea i Actual (Defra) Forecast (AHDB)
T 100
Q1 2642 2656 2703 65 65 6 4 e
St i 1 | i
Q2 2608 2626 2665 65 59 6 3 “E’, 0 . I
(0]
Q3 2678 2703 2778 65 61 62 §5°II
2 100
Q4 2729 2791 2866 63 62 62 S dIPIFIPFIIFFIIFT
S s T s s P

Year 10656 1077111013258 246251

Source: Defra, AHDB. Figures in bold are forecasts. Figures have been
converted back to statistical mont hs.

Breeding herd and Sow productivity

In April, we estimated that the breeding herd was broadly stable around the end of last year. Typically, this would still
lead to growth in production, as we usually see herd performance improve each year. However, this spring we
expected slaughter numbers to be limited by the extreme weather conditions during serving last summer. With only a
slight year-on-year increase in slaughter during Q2, it seems these assumptions were broadly correct.

Thanks to better finishing conditions this year, we now expect herd performance to return to the usual growth trend.
This is expected to support slaughter numbers in the second half of the year and beyond, assuming conditions
remain favourable. Some growth in sow numbers is also anticipated in 2019, which will support numbers late this
year and next. Recent sow slaughter levels have been low, but we expect opportunities from Chinese import
demand to be encouraging growth, where possible. This would be particularly in the integrated outdoor sector.
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Sow sl aughter

Sow slaughter totalled 59,000 head during Q2, a 10% decline on the same period in 2018. Slaughter was expected
to be lower this year, reflecting a slightly younger herd, although this decline was 3,000 head larger than expected.

Expectations of improved profitability may have discouraged culling more than we previously thought. This might
mean throughput in the latter half of the year is also a little lower than forecast. Prices are still not above production
costs though, so the incentive to expand is not straightforward. Also, with Brexit threatening the value of cull sows,
throughputs may be somewhat volatile.

Producti on

Pig meat production was 2% higher than year-earlier levels during the second quarter of 2019, totalling 230,000
tonnes. Production in the first half of the year therefore totalled 465,000 tonnes, just under 2% higher than last year.

We expected production to be fairly flat in Q2 this year, compared with last year, in the April forecast. The 2%
increase reflects a combination of slightly higher slaughter levels, and average carcase weights coming in above
expectations.
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Carcase weights

In April, we forecast that carcase weights would remain above 2018 levels this year. This reflects ongoing genetic
and nutritional improvements, and the assumption that temperatures would be lower this summer. Carcase weights
were actually even heavier than we expected during the second quarter, boosting UK production levels. Reports
suggest changes to pricing grids may also be in play, incentivising heaver weights.

The trade forecasfiseasascamess$s hado thei EYY i s maintained.
| mports

UK pig meat imports increased by 5% year-on-year in the first quarter of 2019, reaching 252,000 tonnes. This rise
probably reflects Brexit stockpiling activity, rather than an increase in demand for imported product.

Full data for the second quarter is not yet available but, so far, it seems that volumes have dropped. Processed pig
meat imports in particular fell by 21% across April and May, compared with the same period last year. Rising EU pig
prices have made imports uncompetitive in recent months. Combining this with higher stock levels and falling
consumer demand reduces the demand for imports.

Import trends may be volatile through the rest of the year too, with the new Brexit date set at the end of October.
Imports may return to growth before that point as stocks are rebuilt, in case of a no deal exit. However, EU supplies
are expected to remain relatively tight, and prices are not currently competitive, with strong demand from China.
This may deter attempts to import more pork, especially if consumer demand remains subdued.

Overall, wede still expecting import levels to be lower this year than last. Considering how EU prices have
developed, and current consumer demand levels for pig meat, the decline may be larger than the 1% forecast back
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in April. Processed imports in particular seem to be following a strong downward trend at present, but it is not clear if
this level of decline is sustainable.

Exports

UK pig meat exports were flat in the first quarter of 2019, compared with the same period last year, at 67,000
tonnes. However, since then, shipments have escalated sharply, thanks to increased demand from China and the
current price competitiveness of British product. We expect volumes will have been around 25% higher in Q2.

We have been expecting exports to increase significantly this year. China& ongoing battle with ASF creates
opportunities for those exporters with access to this market. In April, we forecast a 5% increase in exports this year,
but this may have been a little conservative. We are currently on track for 7% growth if the second half of the year
pans out as expected. Shipments could be even higher, depending on how prices compare on the Chinese, EU and
UK markets.

In summary...

We maintain our view from the April forecast, that production will be about 2% higher than year-earlier levels in the
second half of 2019. This reflects better finishing conditions this year, and growth in the sow population will start to
feed through. Carcase weights are expected to remain above year-earlier levels, which could potentially push
production even higher.

Chinese import demand should continue to draw more pork from the UK and EU markets this year, leaving less
available for consumption here. This should prove price supportive. Although, on the other hand, demand from the
domestic market seems to be falling. If this continues, it may be difficult to achieve further significant price uplift.

Trends in UK pig meat supplies
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Summary table
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UK

Q1 Q2 Q3 Q4 Year Q1 Q2 Q3 Q4 YearYear
Production 232 226 230 237 925 235 230 233243 941 966
Imports 240 275 267 274 1056 252 242274268 10361042
(Fresh/frozen)* 114 135 126 134 509 126126130130 512 498
(Bacon) 56 65 64 67 252 60 61 65 63 249 245
(Processed) 70 75 77 73 295 66 55 79 75 275 300
Exports 68 61 67 70 266 67 76 69 72 284 290
Available for consumption 404 439 430 441 1714 420 396 438 439 16931718
*Fresh/frozen i mports estimated, bas‘ed on export figures for 7
Source: Defr a, | H&| dbril t I Tmadé& RAtdaes E, HMRC, |l ocal customs dat a.
Figures in bold are forecasts
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Input costs

Cost of production overview

The average cost of pig production totalled 156p/kg in the first quarter of 2019. This was higher than average pig
prices during the quarter, with the EU spec-APP averaging 143p/kg. So, on a full cost basis, producers were losing
around 13p/kg. Pig prices have picked up in more recent months, so pressure on margins has probably lessened.
However, producers may still be in a loss-making position, depending on how feed prices have moved.

Feed Mar ket

Feed market drivers

US/UK/Europe
wheat harvest
underway

UK harvest

underway Large global stocks

present

US widespread delays

l t at planting in May

Large domestic US planting delays

carryover stocks affecting crop Tight EU supplies
conditions

Pressure to export

domestic stocks Above-average harvest South American
near compleﬁon in bumper harvest
South America

UK wheat area up
estimated 4%

Bumper EU wheat
harvest forecast
revised down 2Mt
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https://pork.ahdb.org.uk/media/277367/outlook-template-inputs-july-19-final.pdf

