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UPDATE ON LIVESTOCK MARKETS

Avian flu attack on poultry dampens consumer sentiment ahead of the festive season

= Therenewed spread of the avian flu with two strains attacking the poultryindustry in South Africa has serious consequences
for farmers and consumers in the months ahead. The country was hit by the highly pathogenic avian influenza strains H7
and H5 with the former’s attack severe in the inland provinces of the North West, Mpumalanga, the Free State, and Limpopo
while the latter took its toll on the Western Cape. Over 1.5 million chickens have been culled and the counting continues as
the spread is yet to be contained. Layer operations are the hardest hit and egg shortages are already reported at retail level.
In the case of broilers, the breeding side is impacted thus chicken meat supply tightness will not kick in immediately but in
the medium to longer term should the disease not be contained in the short term.

= Meanwhile, the outbreak has triggered an import ban on South Africa’s poultry products from Namibia as expected given
that the avian influenza is a notifiable disease in terms of the World Organization for Animal Health. Although accounting
for less than 5% of domestic production, exports are an additional revenue source for producers and therefore important.
Namibia was the second biggest destination for broiler exports and accounted for 20.4% of the 24,119 tons exported in
the first half of 2023.

= Withanother fuel hike looming for October after a massive increase of R2.84/l and R2.76/lin the price of the two grades of
diesel namely, the 0.05% and 0.005% Sulphur content respectively in September, erosion of profit margins will continue.

= Further cost pressures will lift the producer price inflation (PPI) for live animals and animal products which has been in
deceleration for the past three months at 2.3% y/y in August from 3.2%, 6.6%, and 8.9% respectively in July, June, and May
2023. At manufacturing level, the PPI for meat and meat products fell by 0.5% m/m and decelerated to 0.2% y/y (fig.1b).

Figure 1: Consumer and producer price inflation trends
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= Headline PPl however accelerated faster to 4.3%y/y in August 2023 from 2.7% in July 2023 and increased by 1.0% m/m.
For agriculture, forestry and fishing, the PPl slowed to 6.3%y/yin August 2023 from 6.5%Y/y in July and the index decreased
by 0.2% m/m. The agriculture PPI fell by 0.5% m/min August and decelerated to 4.6% y/y after rising by 4.8% y/y in July, see
figure 1c.

= Onthe consumer front, headline inflation lifted marginally from 4.7% y/y in July to 4.8% y/y in August 202 3. Food inflation
however steadied m/m and decelerated for the fifth consecutive month at 8.2% y/y from 10% y/y in July. The monthly meat
CPI declined for the second consecutive month to -0.7% m/m and slowed by 1.4ppts from the previous month to the lowest
level since Jan 2020 at 3.6% y/y in August 2023. However, the renewed cost pressures emanating from fuel coupled with

the potential supply tightness in the poultry industry have muddied the meat inflation outlook for months ahead.

Pork prices continue to post solid gains on supply tightness and renewed demand
= Pork: Baconer prices lifted by 10.6% (+R3.32/kg) m/m and were 23% (+R6.45/kg) higher y/y at R34.48/kg. Porker prices
strengthened by 11% m/m (+R3.47/kg) and 28.4% (+R7.76/kg) y/y at R35.03/kg. Both pork and baconer prices have
rebounded from mid-year lows to levels recorded earlier in the year during February 2023. On the poultry side, the firmer
trend continued due to the lingering supply tightness and the rebound in seasonal demand. There is no respite in the beef
and sheep market with prices continuing to trade at a huge discount relative to last year (figure 2c).

Figure 2: Changes in average monthly livestock prices (% A y/y)
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= The historical growth trend in prices shows a further uplift for pork while that for poultry was relatively stable in 2023
(figures 3a and 3b). Beef price growth remains in negative territory, see figure 3a.

Figure 3: Growth trends for producer prices of various meat types (% A y/y)
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Figure 3a: Monthly changesin prices (% A y/y)
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A sustained uptick in maize prices does not bode well for livestock feeding

=  Latest trends in maize futures show an upswing with white maize maintaining levels above R4,000/t. The Dec-23 and
Jul-24 maize contracts were up 10% and 4.5% m/m respectively at R4,111/t and R4,034/t as of September month-end.
Yellow maize for Dec-23 and Jul-24 delivery increased by 6.9% and 3.6% m/m respectively at R3,996/t and R3,968/t.

= Despite the huge harvest and a solid global production outlook with the international prices of corn for Dec-23 delivery
reaching its lowest level, domestic maize prices sustained a firmer trend.

* Inthe oilseed complex, prices have lost steam with soybeans and sunflower for Dec-23 delivery falling by 3.5% and 1.8%
m/m respectively (-R341/t) and (-R164/t) at R9,454/t and R9,031/t asreflected in Table 1.

Table 1: Raw feed inputs - Latest price trends in JSE grain and oilseed futures market (R/ton)

29SEP2023 m/m R/ton R/ton m/m R/ton m/m

Dec-23 | R4,111 (ST -1.8% -3.5%
Mar-24 | R4,130 8.6% -0.9% -3.4%
May-24 | R4,044 5.4% 1.1% -2.6%
Jul-24 | R4,034 4.5% - -2.6%

Dec-24 | R4,157 3.3% R4,139 - - B
OUTLOOK

= Good early season rains are most welcome for pasture regrowth given the expected harsh conditions associated with
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Source: JSE,

the El Nifio weather pattern that is now in full swing.
= Renewed cost pressures due to higher fuel prices will rode profit margins and place further strain on the livestock sector.
=  Poultry operating environment is expected to be even tougher due to the avian flu outbreak.
= A sustained rebound in grain prices and consequently higher feed costs will compress profit margins for intensive

livestock feeding systems such as poultry, pork, and feedlots.

AgroMetrics: Livestock Charts

Figure 4: Beef prices and cattle slaughter trends
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*Last nine data points on figure 2a are preliminary Source: Red Meat LevyAdmin
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Weekly summary of the sheep market

Figure 5: Lamb and mutton prices and sheep slaughter trends
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Weekly pork market
Figure 6: Pork prices and slaughter trends
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*Last nine data points on figure 4a are preliminary Source: Red Meat LevyAdmin
Weekly poultry market update
Figure 7: Poultry prices and meat/maize ratio trends
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Disclaimer:

This report may contain certain opinions, predictions and assumptions and has been compiled from a variety of sources. Accordingly, you use the information in this
report (“this information”) at your own risk and should not rely on it as a substitute for obtaining any specific professional advice you require. Accordingly, First
National Bank, a division of FirstRand Bank Limited (“FNB”) provides no warranties or undertakings of any kind, whether express, implied or otherwise, concerning
this information, its accuracy and/or reliability. Neither FNB nor its holding company, subsidiaries or other group companies will be liable to you for any claims,
demands, expenses, losses or damages, of whatsoever nature, which you may suffer or incur by using this information.
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To find out more or to speak to one of our agricultural specialists, please contact us.

Grewar Oosthuizen Eastern Cape - Port Elizabeth 071607 6850 grewar.oosthuizen@fnb.co.za
Edmund De Beer Eastern Cape - Port Elizabeth 084 656 5634 edebeerl@fnb.co.za

Fred Terblanche Eastern Cape - Graaff Reinet 064 5005880 frederik.terblanche@fnb.co.za
Jo-annKrohn Free State - Bloemfontein 064 542 3548 Jo-AnnKrohn@fnb.co.za

Martin Louw Free State - Theunissen 082 7848880 mlouwl@fnb.co.za

Leon Bergman Free State - Bethlehem 083387 7977 Leon.bergman®fnb.co.za
Kristin Da Silva North-West - Brits 0796938268 Kristin.dasilva@fnb.co.za

Sosie Matla Limpopo-Polokwane 0834139734 Sosie.matla@fnb.co.za

Greg Sparrow KwaZulu-Natal - Pietermaritzburg 0716848420 greg.sparrow@fnb.co.za

Sarah Collins KwaZulu-Natal - Pietermaritzburg 0823711040 Sarah.Collins@fnb.co.za

Gasa Penny KwaZulu-Natal - Pietermaritzburg 0817189019 Penny.gasa@fnb.co.za

Hanro Du Plessis Mpumalanga-Highveld 0828951762 hanro.duplessis@fnb.co.za

Theo Verwey Mpumalanga - Lowveld 0824196086 tverwey@fnb.co.za

Gao Ngakantsi Mpumalanga - Highveld 0724716040 gaopalelwe.ngakantsi@fnb.co.za
Pedrie Van der Merwe Northern Cape - Kimberley 0713513439 pedrie.vandermerwe®@fnb.co.za
Ischaan Van Wyk Northern Cape - Upington 0730306277 ischaan.vanwyk@fnb.co.za
Johan De Klerk North-West - Brits 0827763477 jdeklerk2@fnb.co.za

Johan Beukes Western Cape - Stellenbosch 082372 4656 Johan.beukes@fnb.co.za
Andries Van zyl Western Cape - Willowbridge 0732808703 andries.vanzyl@fnb.co.za
Chrismaine Abrahams Western Cape - Willowbridge 072605 3862 chrismaine.abrahams@fnb.co.za

Disclaimer:

This report may contain certain opinions, predictions and assumptions and has been compiled from a variety of sources. Accordingly, you use the information in this
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National Bank, a division of FirstRand Bank Limited (“FNB”) provides no warranties or undertakings of any kind, whether express, implied or otherwise, concerning
this information, its accuracy and/or reliability. Neither FNB nor its holding company, subsidiaries or other group companies will be liable to you for any claims,
demands, expenses, losses or damages, of whatsoever nature, which you may suffer or incur by using this information.
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