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UPDATE ON LIVESTOCK MARKETS

Food inflation cools but the meat category remained sticky on the upside during December 2023

=  South Africa’s headline inflation came in below expectations for December 2023 at 5.1% relative to the November print of
5.5% y/y. The monthly headline outcome was zero in December after posting a decline of -0.1% m/min November 2023.

*= Foodinflation reversed course and slowed to 8.5%Yy/y as the deceleration in bread and cereals; oils and fats; and vegetables
more than offset gains in meat; milk, eggs and cheese; as well as fruit categories. Monthly food inflation was zero after
gaining 0.7% m/min November.

=  Meat prices nudged 0.4 ppt from the previous month to 3.9% y/y in December on the back of the seasonal upswing in
demand. The monthly inflation moved marginally higher to 0.9% m/m after steadying at 0.6% in the past three months to
November 2023 (figure 1). The highly pathogenic avian influenza (HPAI) outbreak disrupted egg supplies thus causing a
huge shortage and consequently a spike in prices. The HPAI-induced supply crunch underpinned the 0.5 ppt jump in the
milk, eggs and cheese inflation which came in at 14.5% y/y in December 2023.

=  Contrary to expectations, chicken supplies particularly were adequate during the festive period thus partly contributing to
the delay in the finalization of the decision onimport tariff rebates that were earlier mooted to ease pressure on consumers.

=  Whilediseasesstill pose an upside risk to the livestock market, recent developments indicate a potential normalization and
rebound in output following efforts to expedite the approval and importation of vaccines, importation of fertilized eggs to
repopulate flocks, and importation of table eggs. Thus, there is a potential for further moderation in meat inflation as the
year progresses.

»=  Meanwhile, the much-vaunted El Nifio seems to have left domestic agriculture almost unscathed in the first half of the crop
season as weather conditions have been relatively favourable. Another good summer crop harvest will help tame inflation
laterin 2024.

Figure 1: SA and global inflation trends for selected product categories - (% A y/y)
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=  Globally, the latest United Nation’s Food and Agriculture Organization (FAO) monthly update showed a subdued food
inflation in 2023 with the overall index falling by 13.7% y/y (figures 1 & 2b). In December, the FAO food price inflation fell
by 1.5% and 10.1% y/y underpinned by declines in prices for sugar, vegetables oils, and meat.

= The FAO monthly meat inflation remained in negative territory for the whole of 2023, coming in at -0.8% m/m and -1.6%
y/y in December 2023 (figures 2b, 2c). A constrained Asian demand amid increased availability in pig meat, bovine, and

poultry categories underpinned the softer trend in global meat price inflation.

Figure 2: Detailed SA and global inflation trends for selected product categories (% A y/y)
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= Our analysis of monthly trends on domestic livestock market shows weakness across most categories except for chicken
early in 2024 relative to the same period last year due to the seasonal contraction in demand and competing expenditure
needs for consumers post the December holidays.

Figure 3: Changes in average monthly livestock prices (% 4 y/y)
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=  The historical annual growth trend in prices shows a flat trend for poultry in 2023, remaining way below the 2022 levels
(figure 4c). However, pork price growth slowed sharply since Oct 2023 (figures 4b). Beef on the other hand continued to
trend in negative territory, which is way below the past three years for class A carcass (figure 4a).

Figure 4: Growth trends for producer prices of various meat types (% A y/y)
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The relatively favourable crop conditions so far bodes well for a moderation in feed prices in 2024

= The relatively favourable weather conditions during the first half of the 2023/24 crop season bodes well for a potentially
decent harvest considering that the planted area was raised by 2% y/y to 4.5 million hectares.

= Another decent harvest will help limit further upside for grain and oilseed prices and subsequently livestock feed prices.
Maize is a major input in livestock feed while soybeans and sunflower are important raw materials for plant protein.

= Latest price trends show that maize has fallen below R4,000/t and traded at a huge discount relative to the December
levels. Yellow maize on 23 January 2024 settled at R3,779/t and R3,712/t respectively for the Mar-24 and Jul-24
contracts, both falling by 8% m/m.

= In the oilseed complex, soybeans and sunflower futures for Mar-24 and Jul-24 delivery were 5.8% and 11.5% lower
respectively from last month at R8,37 4/t and R8,340/t.

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

23 JAN 2024 R/ton m/m R/ton m/m R/ton

Mar-2024 | R3,779 -8.1% -11.5%
May-2024 | R3,720 -6.8% -8.0%
Jul-2024 | R3,712 -6.1% -7.4%
Sep-2024 | R3804 TR - B |
Dec-2024 | R3,891 -5.9% | -

Source: JSE,
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OUTLOOK
=  Pricesare expected to follow normal seasonal trend with limited upside in the short term. The relatively good agriculture
conditions bodes well for feed availability and the potential moderation in raw feed input prices. This bodes well for
livestock producers as good pastures help reduce feeding costs. While El Nino is still in full swing, the latest forecast

shows a diminishing trend in autumn and hopefully a return to neutral or normal rainfall conditions later in the year.

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 084656 5634 edebeerl@fnb.co.za

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

Martin Louw Free State - Theunissen 082784 8880 mlouwl@fnb.co.za

Leon Bergman Free State - Bethlehem 0833877977 Leon.bergman@fnb.co.za
Kristin Da Silva North-West 079693 8268 Kristin.dasilva@fnb.co.za

Johan De Klerk North-West 0827763477 jdeklerk2@fnb.co.za

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

Gao Ngakantsi Limpopo- Polokwane 0724716040 gaopalelwe.ngakantsi@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
Phoka Nkhuoa Mpumalanga - Highveld 0609927487 phoka.nkhuoa@fnb.co.za

Theo Verwey Mpumalanga - Lowveld 0824196086 tverwey@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
Andries Van Zyl Western Cape - Willowbridge 0732808703 andries.vanzyl@fnb.co.za
Chrismaine Abrahams Western Cape - Willowbridge 0726053862 chrismaine.abrahams@fnb.co.za
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