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Summary of market developments - beef market

Report Av.erage Change Char;ge Change on Change on 5-
Category price or onweek | °Vertour year year avg
volume weeks

R4L steer price at Scottish abattoirs p/kg dwt, w/e 13 January 502.2 +1.3 +0.1% +8.3% +26.4%
Prime cattle slaughter at price reporting Average in four weeks to January 13, o o o

Scottish abattoirs (88% of kill in 2022) head procured deadweight e -16.9% -6.7% -16.4%
Cull cow slaughter at price reporting Average in four weeks to January 13, o o o
Scottish abattoirs (66% of 2022 kill) head procured deadweight e LA 2o o lde
UK beef market supply Tonnesin Oct-Dec 2023 (estimate) 265,500 -4.9% -3.1%

While the relative stability for prime cattle prices has continued into 2024, they have moved slightly above where they had
been from late-September to early-December, suggesting a slight tightening of market conditions. Year-on-year increases
remain firm at 8-9%, with leads on five-year averages above 25%. Cow prices have shown a seasonal rebound since November.

After some rebound in December following a surprisingly weak November, prime cattle slaughter has made a slow start to
2024 in Scotland. By contrast, in E&W, after a tight end to 2023, the prime kill showed year-on-year increases of 5-6% in the first
half of January at price reporting abattoirs, potentially reflecting some delayed slaughter.

It is therefore possible that firm competition for cattle across GB reflects an attempt to rebuild stocks after a period of lower
output and strong export demand.

A significantly year-on-year decline in the cow kill at Scottish abattoirs since summer 2023 suggests that the beef herd is
beginning to stabilise, although the herd is still likely to have shown a small year-on-year decrease at the start of 2024.

In the short-term, a higher spring-2022 calf crop and a slight slowdown in the store cattle outflow from the highs of 2022
should be supporting prime cattle availability in Scotland, but things are expected to tighten significantly in the
autumn as the reduced 2023 spring calf crop starts dominating slaughter.
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Fa rmgate prices — while the relative stability has continued into 2024 for prime cattle prices, they have moved slightly
above where they had been from late-September to early-December, suggesting a slight tightening of market conditions. Year-

on-year increases remain firm at 8-9%, with leads on five-year averages above 25%.
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Availability and slau

prime cattle slaughter has ma

3

hter — after some rebound in December,
a slow start to 2024 in Scotland

All males + beef females by age group across GB
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Figures often revised slightly higher in next monthly report

Calf registrations in Scotland

October population data from BCMS showed a
small year-on-year uplift in prime cattle on Scottish
farms ‘with numbers aged 12-30 months up 1%. In
E&W, a similar increase was driven by the 24-30-
month group, which are a significant contributor to
slaughtér in the final quartér, and this may have
driven a jump in weekly kill in October, before
numberstrended downwardstowardsthe year-end.

After some rebound in December followin% a
surprisingly weak November, prime cattle slaughter
has made” a_slow start to 2024 in Scotland. By
contrast, in E&W, after a tight end to 2023, the
rime kill showed year-on-year increases of 5-6% in
he first half of January at price reciaortln abattoirs,
potentially reflectingsome delayed slaughter.

In the short-term, a higher spring-2022 calf crop
and a slight slowdown in the store cattle outflow in
'3 from the_highs of 2022 should be supporting
availability in Scotland, but things are expected to
t|8hten significantly in the autumn as the reduced
2023 spring calf crop starts dominating slaughter.

Prime cattle: year-on-year change in GB
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Seasonality of prod uction - availability should be at a seasonal high in Scotland in the
early weeks of 2024, with the 2022 spring calf crop reaching peak slaughterage

Avg steer carcase weight at Scottish

abattoirs
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In theory, availability for slaughter should
be seasonally high in early-2024 in
Scotland as the spring calf crop from
2022 reaches peak slaughter age.

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 comparisonin 2023
at price reporting abattoirs
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Age at slaughter in December 2023

Scottish abattoirs
drawing heavily from
early finishing spring-
2022-born steers and
heifers, with autumn
2021 calves more
important to overall
supplyin E&W.

19-21 months
Sco: 55%
E&W: 29%

E&W

—SCO

N ™
L

15

O NOWOOOO " AN MITL ONOO O
= = = = N N NNANONONANOGNAOAN

Age at death

<
-
;Q

(2]

MS calculations

79 Age at slaughter in January 2023
(-]
. Spring-2022-born
24% steers and heifers
= will be continuing
i 21% 20-22 months to dominate
€ Sco: 57% Scottish slaughter
18%
2 =" E&W: 34% whereas E&W
*15% abattoirs will still
z have a stronger
-12% supply of autumn
S 99 2021 cattle
(] o
3
wn 6%
3%
e Sco E&W
0%

<t IDONOONO =N MITIND ONO O
= = = = = = N N ANNANNNANONAON
Q Age at death

Quality Meat Scotland



Mature cattle market - prices have shown seasonal rebound since November but continueto trail
year-earlier levels, with the relationship to prime cattle prices back at a more normal level
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in GB abattoir throughput
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(66% ofthe total cow killin 2022)
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Cull cow pricesbegan to reboundin late-2023
after slaughter had fallen back from its autumn
peak and this seasonal upwards trend has
continued into 2024.

Cow prices have returned closerto normal levels
relative to prime cattle prices since summer 2023
(see charton page 7), meaning year-on-year price
declinesand less of an incentive to cull.

After starting 2023 ahead of 2022 levels, mature
cattle slaughter has consistently fallen well short of
year-earlier levelssince the summer, suggesting

£ 9 5 5 5 53 2 %58 3 8 200 . 1© 3 =
S w2 < 3 < »w O z o S IR 2293 Y| thatthe beef herdis beginningto stabilise.
Source: Defra; QMS calculations m2022 ®2023 Source: AHDB; QMS calculations Week of year
460 RA4L cow price at Scottish abattoirs 450 Selected cow grade prices - Scottish abattoirs 04 Mature cattle kill at Scottish abattoirs
440
420 420 2.0
00 E
4 g1.6
380 s 390 ]
£ 360 5 1.2
= S . w/e 13/1/24 m
2340 o é ]
< < 360 R4L 375.3 p/kg <
a-320 o -6.9% yly go8
300 f +25.5% v 5-yr avg § 2023v2022-13.4%
00.4
280 330 0+3 366.0 p/kg £ 2022v2021 +14.3%
260 - 1.0 p/k -22.79
O3 351.0 p/kg Source: AHDB 0.0 dw/e13/1 est-22.7%yly
240 o e g > 300 = 0 > € o o f > v % -dnﬁ 5 S :‘ g 3 g’ % U <>> o
E 8 5 & 3 2 ¢ S S & 3 9 S oS < = w O o]
3 &= <23 538 024 S &2 <23 534 02 a 2018-22 2028 2021 —= 2022
2019-23 2020 2021 2022 2023 =8==2024 R4L 2023 = 0+3 2023 -03 2023 2023 2024 e 2024 est
Source: AHDB; QMS calculations —==R4L 2024 =—i=0+3 2024 —o=-03 2024 Source: Scottish Government; QMS calculations

Quality Meat Scotland



Herd reduction slowing in the beef sector

4%
2%
0%
-2%
-4%
-6%
-8%
-10%
-12%
-14%

Females 30 months +

change in abattoir throughput

B Sco

2023 v 2022
Beef-sired Dairy-sired

Source: Defra; QMS calculations

Thousand head
IS
IS
')

f~Y
w
o

420

410

400

Beef-sired females 30 months and over on
Scottish farms by quarter of year

Numbers at highest of the year in
January as spring calves from two
years before pass 30 months

Oct 2023-2.9% yly

-7.7% v 2018

Weak seasonal lift
Oct 22 to Jan 23

(21/22 +3.1%)

2018

2019
2020 |
2021
2022

Source: BCMS; QMS calculations

2023 |

Females aged 30 months+ on Scottish farms

(y/y change)
Month Dairy Beef All
Jan 2022 -1.3%  -0.4% -0.6%
April 2022 -1.1%  -0.7% -0.8%
July 2022 -1.0% -1.4%  -1.3%
Oct 2022 -0.5%  -1.6% -1.3%
Jan 2023 -1.0%  -33% -2.7%
Apr2023 -1.2%  -3.6% -2.9%
Jul 2023 -1.0%  -33% -2.6%
Oct 2023 -01%  -29% -21%

Source: BCMS; QMS calculations

Females aged 30 months+ on farms in England & Wales

and GB (y/y change in Oct 2023)

Month Dairy Beef All
E&W -0.8%  -3.0% -1.7%
GB -0.7%  -3.0% -1.8%

Source: BCMS; QMS calculations

Latest breeding herd results - females over 2 years old that
have calved (y/y change)

Dairy Beef All
Scotland (Jun 2023) +0.2%* -3.5% -2.4%
England (Jun 2023) -0.7% -3.6% -1.8%

Source: Defra; Scottish Government; QMS calculations
*Please note dairy cow numbers were revised downwards
fromthe +2.0% figure initially published

In October 2023, there were nearly 404,900 beef-
sired femalesaged 30 monthsand over (OTM) on
Scottish holdings. Thiswasa 2.9% and 12,000
head decline from ayear earlier, marking a further
slowdown in the pace of year-on-year declinefrom
its April 2023 peak. It leftnumbersdown by 7.7%
on five years before. The seasonal increase
between July and Octoberwas 0.8%, comparedto
an average of 0.4% in the previousfive years.

Assignificantly lower cow kill at Scottish abattoirs
comparedto 2022 suggests that the beef herdis
beginningto stabilise, although the herd is still
likely to have shown a small year-on-year decline at
the start of 2024. BCMS data highlighted that 8%
fewer Scottish-born OTM cattle were processedin
E&W than in 2022.

R4L steers v R4L cows at Scottish
abattoirs since 2018

w/e 13/1/24:1.34
5-yr avg for week = 1.35

Cow prices had been relatively
strong in 2022 and the first half
11 of 2023 but the discount to prime

cattle has returned to a more normal level
1.0 RA4L steer v cow 2019-23 weekly avg
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UK beef market supply:

domestic production + (imports - exports) =

supply

10% Year-on-year change in UK beef output
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A focus on UK international trade in beeft -very strong

November for exports and imports returned to year-on-year growth

16 UK beef exports - product weight
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November saw UK beef export volumes reach an 18-
month high and show year-on-year expansion for the
first time in 14 months (+10%). For November, they
were at a four-year high and the second highest since
2012. Export prices also held above the levels of
previous years, pointing to a very strong month.

Trade with EU and non-EU countries rose, with exports
to the former up 7% year-on-year and the latter by
more than a third.

November saw UK beef import volumes rise to their
second highest monthly total of the year-to-date and
move beyond year-earlier levels for the first time since
July. Trade continued to show rebalancing towards
fresh beef from frozen product, with the former up
15% year-on-year whereas the latter was down 12%.

Imports from the EU were up 4% year-on-year, with
imports from non-EU countries 48% above November
2022 levels. Imports from Australia rose from an
average of less than 50t per month in the January to
May period to over 300t per month in the autumn, in a
sign that the increased quota granted at the end of
May is being used.

The EU accounted for 94.6% of UK import volumes
and 87.9% of exports in January to November 2023,
with November below average for both.

Note:

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

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

QaMS
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Variables influencing international trade in beef - Irish prices remain competitive despite seasonal
rebound while difference between Scottish and EU average price remains relatively stable. UK import and
export prices held above year-earlier levels in November despite a significant premium over Irish prices.

Average monthly export price for beef Average monthly import price for beef . . . .
shipped to the EU from the UK shipped to the UK from the EU The seasonal rebound in Irish prices continued
6.00 6.00 . . :
into 2024, leading to a further narrowing of the
5.50 5.50 price gap with Scotland. However, at 14%, the
c00 c00 price gap remainsabove its five-year average.
450 La.50 EU beef prices continue to look historically firm,
200 200 supported by declmlng productlon,.but mar.ket
pricesare belowthe highsreachedin 2022 in
3.50 ‘ ‘ I ‘ ‘ 3.50 many countries. The lead for Scottish R4L steers
200 3.00 overthe EU average for R3 young bulls has
i S — > j. I — . . fo) .
§ 3 83255358838 § 3 3353535388 3 8 remained relatlvelygtable at aro.und 16% in early-
m2021 m2022 2023 H2021 ®m2022 m2023 2024, a three—year hlgh forthe time Of year.
Source: HMRC; QMS calculations Source: HMRC; QMS calculations
HS 0201 & 0202 - fresh and frozen carcases and cuts of beef HS 0201 & 0202 - fresh and frozen carcases and cuts of beef Selected EU cattle prices for
20 Scottish R4L steer v Irish R3 steer 359, ScottishR4Lsteerv EU avg R3 young bull R3 males, converted from euro to p/kg dwt
Week 2 Week 50  Week?2
25% 30% 2024 2023 2023
> >
§2°% ; E 25% Germany (young bull) 4225 421.2 475.4
2 \ D20%
E15% - hetherlancs 394.7 2583 3740
ke X S 15% os (young bull)
§1°/° %10% Spain (young bull) 436.2 434.2 485.3
'g 5% "g 5% Poland (young bull) 418.7 413.7 432.2
“ 0% \~ 7 0% Irish Republic (steer) 440.8 431.7 451.8
° ° For comparison:
-5% -5% 502.2 500.6 463.9
58585355385 8% 5 25 255325 834 | ScotlandRatsteer
2019-23 2021 =222 =223 ===2024 202] e=——2022 e=——2023 ===2024 Source: AHDB; EU Commission; LMC; QMS calculations
Source: AHDB; ECB; EU Commission; QMS calculations Source: AHDB; ECB; EU Commission; QMS calculations

- B
Please note thata +0.6% adjustment has been made to EU prices to reflect different spec and the weekly average exchange rate is sourced from the ECB Quality Meat Scotland



Variables influencing international trade in beef
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USDA Global Beef Market Forecasts, January 2024
(million tonnes carcase weight)

Key indicators

World, production
USA, production
Brazil, production

EU, production
Australia, production
All countries, imports

China, imports

USA, imports

EU, imports
(from non-EU sources)

Source: USDA Foreign Agricultural Service

2021

58.36
12.73
9.75
6.88
1.90
9.95
3.02
1.52

0.32

2022

59.28
12.89
10.35
6.72
1.88
10.24
3.50
1.54

0.37

2023

59.37
12.29
10.56
6.43
2.22
10.33
3.58
1.68

0.36

2024

59.49
11.90
10.84
6.40
2.35
10.28
3.55
1.71

0.38
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US steer price

w/e 14/1/24 £4.74/kg
+4y/yin GBP
+9%y/y in USD
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In the Irish Republic, slaughter has opened 2024 at a similar
level to 2023 in the first half of January but below the five-
year average. Population data points to declines in Irish
production in 2024 and 2025. At EU level, production is
also expected to contract further, supporting EU import
demand.

In the global market, beef prices are still under pressure
from herd expansion in Brazil and weak purchasing power
in China. However, surprisingly wet weather in Australia has
seen producer confidence and market prices rebound from
autumn lows and US beef prices continue to trade well
above year-earlier levels with domestic production
adjusting downwards following drought induced herd
liquidation in 2021 and 2022. A severe January cold snap
may add to US supply challenges in the short-term,
affecting the delivery of cattle to abattoirs and the transport
of workers and meat.

Global beef output has been forecast to rise marginally in
2024 but consumption to fall marginally. However, the
mismatch between supply and demand in major beef
producing and consuming countries will continue to
support global trade flows in 2024.

Cattle on Irish farms (thousand head)

Age group Jun 2022 Jun 2023  y/ychange
<12 months 2,135 2,074 -2.8%
1-2 years 1,938 1,911 -1.4%
2+ (males & non- o
breeding females) e 7 PG
Cows 2,541 2,519 -0.9%
Source: CSO
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Summary of market developments - sheep market

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

New season SQQ lamb price at Scottish

suctions p/kg Iwt, w/e 17 January 272.46p/kg +0.75 +2.6% +20.5% +18.0%

New season lamb marketings at Scottish

. Average in four weeks to 17 January, head 17,162 -29.3% -1.8% +4.3%
auctions

Lamb slaughter at GB abattoirs IMeiiel [t Jl.m.e el Deeomiver 202 7.079 -0.6% -7.1%
million head

UK sheepmeat market supply Tonnesin Oct- Dec 2023 (estimate) 66,000 +1.7% -4.0%

After a seasonal uplift over the festive period, lamb prices dipped back to around the 270p/kg lwt mark in mid-January at
Scottish auctions. However, this placed them above where they had been in the run up to Christmas and around 20% ahead of
both year-earlier levels and the five-year average. Moving into the second half of January, prices have spiked towards £3/kg.

Given the smaller lamb crop in 2023 across GB (-6.3% year-on-year), relatively firm numbers at auction sales in the autumn and
only a small year-on-year decline in abattoir throughput suggests that there has been a significantly reduced carryover of
hoggs into 2024, underpinning prices.

GB retail data indicates that lamb sales performance continued to look positive in both value and volume in the final quarter of
2023, supported by a stabilisation of retail prices.

UK sheepmeat imports showed strong year-on-year growth for a fourth month running in November, with volumes almost
double their November 2022 total, supported by competitive prices in Australia and New Zealand, plus the additional quota
granted to Australia at the end of May. However, November volumes were still nearly a quarter below their 2010-17 average.

Although higher imports remain a downside market risk, they were more than offset by strong export levels in autumn 2023,
ensuring that market supply remained tight. Continuing year-on-year increases in the price of GB lamb at Rungis market in
Paris in January 2024 indicates that export demand remains firm. &M S
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Fa rmgate prices - prime sheep - strong startto 2024 as hogg supplies expected to have tightened

SQQ prime sheep price at Scottish auctions
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marts over last month
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Daily auction price comparison at Scottish
marts over last month - new season lambs
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Lamb prices initially softened at Scottish martsin
January after a seasonal uplift overthe festive
period.However, at around 270p/kg Iwt, they
traded above where they had beenin the run up
to Christmas,and moved well ahead of year-
earlier levels, when there had been a relatively
soft start. GB deadweight prices have shown
similarly firm year-on-yearincreasesin early 2024.

Moving into the second half of January, lamb
prices have spiked at Scottish auctions, with some
sales averaging above £3/kg lwt on reduced
marketings. While some of this tightening may
reflect challenges of getting stock to markets
during a period of bad weather, it is also likely to
reflectasmaller carryover of hoggs.

Carcase quality - proportion of SQQ lambs at price
85% reporting abattoirs grading E,Uor R and 2 or 3L
(]
o
& 80%
-
N 75%
o~
o0 70%
£
5 65%
]
2 60%
o
(%]
8 55%
< 50%
® 45%
€ 9 X 5§ >t 3 Do § 2 v
s 22 383338 3828
2019-23 2021 2022 2023 —=—2024
Source: AHDB; QMS calculations
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Availability and slaughter— GB lamb supply is fundamentally tight this season and relatively firm sales in autumn 2023
therefore point to a smaller carryover of hoggs into 2024

Current season lamb marketings at
Scottish auctions
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Prime sheep kill at Scottish abattoirs

Highest weekly kill since
4 December 2020

Source: Scottish Government; ScotEID; QMS calculations
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13 Prime sheep throughput at GB abattoirs
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After a slow start to the season, the number of new
season lambs sold at Scottish auctionsrose stronglyin
the autumn, but numberstightened overthe festive
period and into 2024. GB abattoir slaughter held
closeto 2022 levelsin the second half of 2023.

Scotland’s June census showed a significant decline
in lambs from 2022, reflecting both a smallerewe
flock and lowerlambing rate (though the lambing
rate held above its 2013-22 average of 1.266).

June census results for England and Wales also
reflected poorlambing ratesand, coupled with the
Scottish results, pointto a fundamentally tight supply
this season, with the combined GB lamb crop down
6.3% on 2022.

Having spent most of 2023 behind year-earlierlevels,
lamb throughputat Scottish abattoirs showed
promisingincreasesin Novemberand December.

June 2023 Census - Scotland, England & Wales

Sco v 2022 Eng v 2022 Wal v 2022

Ewes for further

breeding & -1.7% +1.5% -4.2%

slaughter
New season 4.1% 4.9% -10.1%
lambs
Sco Eng
2022 2023 2022 2023

Lambs per ewe 1.308 1.275 1.274 1.216

Source: Defra; Scottish Government; QMS calculations
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Cull sheep market - prices have started the year seasonally firm

140 Cull sheep price at Scottish auctions Cull sheep: year-on-year change in GB
abattoir throughput
25%
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Weekly cull ewe & ram marketings at 250 UK adult sheep carcase exports
12 Scottish auctions Carcase exports accounted for c5% of
300 UKmutton outputin 2022
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=
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Source: IAAS; QMS calculations HS 020421 & 020441

Cull ewe values have shown a
seasonal upturn at the start of 2024,
with auction volumes below where
they had been in the run up to
Christmas. A fall in GB abattoir
production in the final quarter of 2023
may also have given some support to
prices, if it led to a reduction in stocks.

While they have moved above year-
earlier levels, the cull sheep trade
remains relatively weaker than the
prime sheep market,

Mutton carcase exports spent most of
2023 below 2022 levels, suggesting
some rebalancing of demand to the
home market.

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

289 Year-on-year change in UK sheepmeat output
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Net trade balance (imports - exports)
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A focus on UK international trade in sheepmeat - export growth continuing through the
autumn and continuing to more than offset resurgentimportlevels

UK sheepmeat exports - product weight
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UK sheepmeat exports were up 13.5% year-on-year
in November, compared to a year-to-date uplift of
10.6%, and exceeded the fivetyear avera?e for the
first time in five months. The?rlce of GB [amb at
Rungis market in Paris had a firm end to 2023 and,
while softening seasonally in January, year-on-year
increases have risen above 11%, suggestm? that
export demand remains strong. (see page T8).

UK sheepmeat imports showed strong year-on-year
growth for a fourth month in November, with
volumes almost double their November 2022 total,
recovering to a four-year high for the month. Imports
have been taking up’an increased share of UK
market supply since July. However, November
volumes were still nearly a quarter below their 2010-
17 average.

Imports from NZ were more than double their
November 2022 lows. Trade with Australia showed a
sixth straight month of year-on-year growth and, at
nearly 1,400t, was more than three times year-earlier
Ievelzs and the highest for any month since March

Average import prices continued to run sharply
lower than last %ear in November, with product
arriving from NZ down 14% and Australian
sheepmeat 33% cheaper.

Although hi%hher importsremain a downside
marketTisk, they are currently being more than
offset by exports, ensuring that market supply
remainstight.

Note:

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

Estimates for December are based on seasonal trendsin trade

volumes and domestic production
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Variables influencing UK sheepmeat trade - Pricesin France continue to look very attractive to GB lamb exporters. Highly
competitive pricesin Australia and NZ, where Australian p_roductiongrowth and a weak Chinese market wereEressurin pricesin autumn 2023,
supported a rebound in UK imports. Though Australian prices surged at the start of 2024, they slipped below £3.60/kg dwt in the third week of
January, with NZlamb trading below £3/kg.

Paris wholesale GB carcase price and GB Share of UK sheepmeat exports that are EU breeding flock in December -
9.0 deadweight lamb price 100% lamb carcases as0  EWes and ewe lambs put to the tup
2022=77.7% ’
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Summary of market developments - pig market

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

GB Standard Pig Price (SPP) p/kg dwt, w/e 13 January 212.28p/kg -0.51p -1.1% +5.2% +36.8%
Average carcase Yveight of standard Average in four weeks to 13 January 89.4 +0.6% +1.0% +1.0%
pigs EU spec
. . . Total during December 2023, -4.3% -23.2% o
Al (plig)s eughiier &t S8 eloziiolie thousand head 614.8 (change in daily avg kill Decv Nov  (daily avg -19.2%) AU
UK pig market supply Tonnesin Oct-Dec 2023 338,200 -3.2% -2.4%

« Farmgate pig prices have continued to slide seasonally into 2024, with availability for slaughter and carcase weights
seasonally firm. Although year-on-year price increases have halved since the autumn, prices remain over 35% above their

five-year average.

» GB abattoir slaughter continued to fall sharply year-on-year in December, with production still adjusting to a smaller
breeding herd. However, England’s June census results points towards some stabilisation in the sow herd, and production
could begin matching year earlier levels in 2024.

« Although the number of pigs moving to slaughter from Scottish farms fell back behind year-earlier levels in the final weeks
of 2023, the pace of decline was slower than in the year as a whole. In addition, in contrast to 2022, weekly average
slaughter was higher in the second half of the year than in the first half, pointing to some recovery in supplies.

* The seasonal reduction in pig prices has been stronger in the EU than GB, placing downwards pressure on UK import
prices. Though EU supply remains fundamentally tight, further price declines are expected in the second half of January. In
China, herd liquidation in late-2023 could lead to a fall in production in 2024, boosting the country’'s import requirements.

» Avyear-on-year rise in net imports from March onwards largely offset the continuing shortfall in domestic output,
resulting in a broadly balanced market relative to 2022 after a tight start to 2023, likely leading to the return of @M S

more normal seasonal pricing trends. Quality Meat Scotland



Farmgate prices - prime pigS - seasonal price fall has continued into 2024 and year-on-year increases have
slowed, but values still 35-40% above their five-year average, supporting slow recovery in producer finances
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GB standard pigs - average carcase price
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Pig production - margin per head - AHDB
modelled estimates

The downwards seasonal trend of the
second half of 2023 has continued into
2024 with seasonally firm availability for
slaughter and carcase weights supporting
production volumes. While year-on-year
price increases have halved since the
autumn, leads over five-year averages
remain strong at above 35%.

A seasonal uplift in carcase weights has
supported the average price per standard
carcase, which has been holding above its
December low point. Per kilo prices are
around 6% below their summer 2023
peak while carcase value has fallen

around 5%.

The current combination of farmgate
Iorices and the cost of straight feeds are
ikely to be supporting some recovery in
producer finances from a sustained
period of losses. However, energy, labour
and interest costs will have risen
considerably over the past year for many
businesses, and herd size has reduced.
Modelled production costs remain just
under £2/kg dwt.

QaMS
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Indicators of market disru ption - lack of premium for pigs with specific production characteristics points to tight
market. Carcase weights have risen seasonally and are likely to be around their annual peak.

6% Premium for GB APP over SPP Standard pigs - average carcase weight Proportion of GB standard carcases
(-] . . .
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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 not identical.

After a return to a more normal seasonal patternin 2023, carcase weights have opened 2024 up by around 2.5%
on December and by 1% on early 2023.

QaMS
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Availability and slaughter — supply remains tight compared to pre-2023 but availability for slaughter should be seasonally
firm. Abattoir throughput showed signs of recovery in Scotland in the autumn but fell further behind year-earlier levels again in

December.

Prime pigs: year-on-year change in GB
abattoir throughput
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The financial squeeze of 2021 and 2022 continuesto
have a lasting effect on prime pig production.
However, England’s June census results suggested
that that the sow herd is beginning to stabilise, and
this could see slaughter numbersreturntowardsyear-
earlierlevelsin 2024.The standard pig price sample
pointedto some recoveryin productioninthe second
half of 2023, but numberswere soft again overthe
festive period and the first full slaughter week of 2024.

Although the number of pigs movingto slaughter
from Scottish farmsfell in the final weeks of 2023, the
pace of decline was slowerthan in the year as a whole.
In addition, weekly average slaughter was higherin
the second half of the year than in the first half, in
contrastto 2022, pointing to some recovery.

Weekly slaughter at Scottish abattoirstrended higher
through the autumn, suggesting an improvementin
supply chain challenges, but it did weaken again in
December.

June 2023 Census - Scotland and England

Scov2021 Scov2022 Engv2021 Engv2022
Female
breeding -5.0% -6.8% -17.9% -1.5%yly
herd
g | g e 1.2% 13.9%  -13%yly
pigs

Source: Defra; Scottish Government



meat market supply: domestic production + (imports - exports) =

= supply

Trade b %nce and pigmeatsupply calculations based on estimated importsand exports for December 2023

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

Trade balance broadly offsetting reduced
domestic production and limiting decline
in market supply since March
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A focus on UK international trade in plg Meat - imports showing consistent year-on-year growth, while
exports showed some recovery in the autumn but remained historically weak, reflecting tight domestic supply

UK pigmeat exports - product weight

M A M

35

30

Thousand tonnes
- - N N
w o wu o

o

2018 22 = 2020 l2021 l2022 I2023
Source: HMRC; QMS calculations

HS codes 0203, 021011, 021012 & 021019

O N D

UK pigmeat imports - product weight

M A M O N
2018 22 ®2020 I2021 l2022 I2023
Source: HMRC; QMS calculations
HS codes 0203, 021011, 021012 & 021019

70

60

Thousand tonnes
2 N W A O
©o o o o

o

D

UK pigmeat exports relative to monthly

30% production
'o

25%
20%
15% /
10%
5%

0%

£ 9 = 5 > £ 35 D o g 2
3 & = <2 35 3 & o0 3
—2018-22 ——2021 2022 2023

Source: Defra; HMRC; QMS calculations

&/’

Dec

UK pigmeat imports relative to estimated
50% market supply

55%
50%
45%
40%
35%
30%
25%
20%

€E & = 5 > £ 3 D o § 2
S & = <« ‘E‘ i T 2 4 O 2
2018-22 =—2021 2022 2023

Source: Defra; HMRC; QMS calculations

,5

While tight domestic supply continued to constrain
exports in November, volumes almostmatche
October’syear-to-date h |]9h and were only a fraction
belowthe same month o 2, comparedto a year-
to-date decline of 30%. Meanan le,imports hel
above 2022 levelsfor an eighth month (+4.6%),
leading to some recoveryin UK pigmeat market

supply:

Imports of pork (H50203) reached a year-to-date
high and were up 11% on year-earlierlevelsin
November withthis the eighth consecutive month of
expansion. Although imports of bacon & ham
products(H?OZ’I QJalso reached ayear-to-date high,
vo/lt)Jmestral ed 2022 levels fora sécond month (-

o).

UK pork exports(HS 0203)to the EU set a new year-
to-date high fora second mont inarowin
Novemberandwere up 4.4% year-on-year,
(comparedto a 35% decline so farin 2>()

Exports(HS 0203) to non-EU countrieswere the
fourth highest of the year so far but did exceed year-
earllerlevelsforasecond month, u %
(comparedtoa 28% decline so far n 2023) Within
this total, deliveriesto China and Hong Kong were
the second highest of 2023 after October, were up
13% year-gn-year, and accounted for 72% of non-EU
tradeand 36% of overall pork exportvolumes.

Note:

HMRC trade data used here coversHS codes 0203
fresh or chilled & frozen swine meat) & 021011,

21012 & 021019 (bacon & ham - ‘salted, in brine,
dried or smoked’).

Trade data for Decemberis estimated @M S
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Factors drlvm%; UK international trade in plgmeat - Astrongerseasonal softenin%ofthe EU pork marketthanin GB has seen

the price differentiafwiden atthe start of 2024, suggesting that import prices may fall further. Though EU supply remainstight, falling wholesale
rices pointto softer demand, and prices are expected tofall furtherinthe second half of January. In China, prices are at five-year lows for the
ime of year, driven by strong domestic productionin 2023, but herd liquidationin 2023 could end up boostingimportdemand laterin 2024.
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Summary of economic developments £9$

Commodity prices ended 2023 slightly above their summer lows, in general, and geopolitical tensions have
yet to have a significant impact. Nevertheless,farmers and processors are having to deal with a higher cost
base, and wages continue to rise. For pig producers, an autumn spike in protein meal prices has now
reversed. Geopolitical problems have however resultedin a surge in shipping costs between Asia and
Europe, which could have some impact on the cost of lamb imports from Australiaand NZ but also on UK
beef and pork exports to Asia.

Strong average earnings growth has continued to underpin increased retail sales in cash terms and, with
inflation rates beginning to slow in many sectors, this could begin to supportsales volumes. Spending has
rebalanced towards food stores, with food prices continuing to show above average increases on 2022.

Slower but still significant inflation continued to see firm levels of cash spending increases on beef and pork
convertinto slightly reduced retail sales volumes in the final quarter of 2023 relative to 2022, whereas lamb
had a strongfinal quarter, supported by lower prices.

Consumer confidence improved in December, likely supported by wages outpacing inflation and falling
energy and fuel prices.

PMI surveys suggested a return to slight economic growth in the UK in late 2023, with demand rebounding in
services and the manufacturing slowdown easing. A fall in employment in spring 2023 appears to have been
short-lived. Though wage pressures remain considerable, supported by cost-of-living increments, particularly
in the public sector, year-on-yearincreases have begun to slow from their peak. @M S
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Production costs and by-productrevenues

Index of selected agricultural inputs
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Commodity prices have fallen from the highs of
2022, but many are still well above pre-covid
levels, meaning that businesses have a higher
cost base to manage. After some rebound
between summer and autumn, crude oil and
natural gas prices dipped in late-2023 but
remained above their summer low point, while
fertiliser prices trended slightly higher. Shipping
rates between Asia and Europe have more than
doubled over the past month, due to attacks on
shipsin the Red Sea, but geopolitical tensions
have yet to filter into commodity prices more
generally.

A well-supplied global grain market continues
to keep prices in check, despite concern over
harvest 2024 in Northern Europe due to a very
wet autumn and winter. Soyameal prices have
cooled after an autumn spike as soil moisture
levels have improved in Brazil following much-
needed rain while Argentina is set for a large
rebound in soyabean production this year.

In the US, by-product value has continued to
decline at the start of 2024, with significant
price reductions for tallow and some offal
categories since the autumn. However, hide
value has steadied, leaving it 3% higher than in
early 2023 in US dollars; though with a stronger
sterling making it only 1% dearer in p/kg.

QaMS
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Excha nge Rate Movements - expectations that UK interest rates will begin to fall this year have not prevented
some sterling strength at the start of 2024, as inflation and interest rates are also on a downwards path elsewhere

Weekly exchange rate between € and £
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Sterling has firmed slightly againstthe euro at
the beginning of 2024 despite expectations that
UK interest rates will start to reduce this year as
inflation falls back towards its 2% target. The
Bank of Englandis of the view that price and
wage-setting decisions have more of an upside
bias since the pandemic.lt is also of the view that
weak business investment since the Brexit vote
means that prices are likely to rise in response to
increased demand rather than for production to
expand. As a result, they remain cautious with
interest rate policy to try and get inflation down
towards the 2% target, suggesting that any
downwards movement in interest rates is likely to
be slow.

US economic data has remained relatively firm in
late 2023 and early 2024 but a slowdown in US
inflation means that interest rates are forecast to
fallin 2024, leading to some dollar softness,
while geopolitical tension has yet to impactthe
dollar. A weaker USD than a year ago has
softened input costs butis also likely to have
eased UK returns on dollar-denominated exports
to non-EU countries. For example, an export
price of $5,000/t would have returned £4,090 in
January 2023 but £3,940in January 2024 4%).
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Retail demand and prices - households have continued to allocate a significantly higher

amount of money to meat and a slowdown in price inflation has begun to support sales volumes.  Retail demand remainsfirm overall with rising UK
Foodservice sectorfirms continue to pass on higher cost base, signalling robustdemand.  \ages (+6.5%y/y in Sep-Nov) supporting the overall
— — amount of money spent on groceries. However, higher
UK consumer price index for beef & veal UK consumer price index for pork . . yspe 9 9
pricescontinueto limitsales volumes.
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Retail demand and

showed continuing improvement across GB. Roast sales volumes improved across the three species relative to late-2022.

MCES - beefand pork price inflation has slowed but has continued to pressure overall sales volumes. Lamb sales

12 weeks to December 24 2023
GB Scotland GB Scotland GB Scotland
Value (£m) 636.3 (+5.7% yly) 61.2 (+1.5% y/y) 182.1 (+12.7% y/y) 8.7 (+7.4% yly) 221.6 (+9.2% y/y) 16.5 (+21.4% y/y)
Volume (t) 66,506 (-1.5% y/y) 6,181 (-6.5% y/y) 16,111 (+14.9% y/y) 707 (+3.5% y/y) 34,825 (-2.8% y/y) 2,514 (+6.4% yly)

Avg price (£/kg)

9.57 (+7.4% yly)

9.90 (+8.5% y/y)

11.30 (-1.9% y/y)

12.29 (+3.8% y/y)

6.36 (+12.4% yly)

6.55 (+14.1% yly)

Penetration* 70.2% (-0.9% y/y) 72.0% (-0.8% y/y) 28.3% (+8.4% y/y) 17.7% (+4.2% y/y) 45.7% (-2.0% yly) 41.5% (+1.7% y/y)
Frequency** 4.6 (-1.4% yly) 4.7 (-4.4% yly) 2.3(-1.1% y/y) 2.4 (+2.8% y/y) 3.0(-0.1% y/y) 2.8 (+7.0% 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 pricesin 12 weeks to 24/12/23 30 and retail pricesin 12 weeks to 24/12/23 18 and retail pricesin 12 weeks to 24/12/23
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Lamb leg roasts did best, with volumes

Leg and loin roasts, and belly showing
volume growth, with inflation slowing.

Considerable mince price inflation still

pressured volumes, which fell 1.5% y/y.

up 31% y/y, supported by lower prices.

Data covers sales of fresh and frozen unprocessed red meat
*Penetration % - Number of households/individualsthatboughtatleastonce in the time period as a percentage oftotal households/individuals.
**Frequency - Average number of purchase trips per buyer in the time period.

Quality Meat Scotland



Economic indicators - mixed picture with business surveys showing an improvementand the labour market appears to

have steadied after a soft spring 2023. Consumer sentiment remains much better than in autumn 2022 and spring 2023. Wage growth
is now above inflation butappears to have softened in the autumn and the cost of living is still rising.

Private sector output - UK PMIs
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Wage growth v living costs
The Bank of England is forecasting inflation to average
4.4% in Q1 2024 and for wage growth of 6-7%.
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