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Research Briefing
The red meat sector

This research briefing provides an overview of the red meat sector in Wales.
It comprises a summary of beef, lamb and pork prices in the UK as well as
the UK's position in the global red meat trade. It also contains information on
red meat producers and processors in Wales as well as discussing the issues
raised in relation to Brexit.
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1. Introduction

This research briefing gives an overview of the current state of the UK red meat sector with particular
reference to the Welsh red meat industry. The red meat industry in Wales comprises sales of meat
from cattle, sheep and pigs.

agricultural production by value; in Wales this figure was more than twice as high at 45%. Dairy is
the biggest sector by value in Wales, followed by red meat. Cattle hold the biggest share of the red
meat sector in Wales providing 262 of total Welsh agricultural production value, followed by sheep
and pigs with 18% and 0.34% respectively. Given that pigs constitute a small proportion of Welsh red
meat production, this briefing places more emphasis on cattle and sheep.

The value of sheep in Wales rose by 4% between 2015 and in 2016, while the value of cattle rose by

more competitive in the European market.

2. British red meat prices

6.4% from 422.75p per kg to 449.8p per kg. Lamb rose dramatically in June 2017, averaging 504.35p
per kg for the first half a June, an increase of 23.3% on the first half of the previous month (Figure 1).
In July however, the price began to fall back, reaching an average price of 432.9 p per kg in August.

209.68p per kg. The Welsh price rises mirror similar GB-wide trends. Generally, the price of lambs is
subject to considerable seasonal volatility.


https://www.gov.uk/government/statistics/total-income-from-farming-in-the-uk
https://www.gov.uk/government/statistics/total-income-from-farming-in-the-uk
http://gov.wales/statistics-and-research/aggreagate-agricultural-output-income/?lang=en
http://gov.wales/statistics-and-research/aggreagate-agricultural-output-income/?lang=en
http://gov.wales/statistics-and-research/aggreagate-agricultural-output-income/?lang=en
http://hccmpw.org.uk/news_and_events/news/story/beef_sector
http://hccmpw.org.uk/news_and_events/news/story/increase_in_beef_production
http://hccmpw.org.uk/news_and_events/news/story/increase_in_beef_production
http://hccmpw.org.uk/news_and_events/news/story/larger_share_of_the_retail_pr
http://prices.hccmpw.org.uk/market_prices/deadweightcattle
http://prices.hccmpw.org.uk/market_prices/deadweightsheep
http://prices.hccmpw.org.uk/market_prices/deadweightsheep
http://prices.hccmpw.org.uk/market_prices/weeklygbaveragemarket?n=Wales
http://prices.hccmpw.org.uk/market_prices/weeklygbaveragemarket?n=Wales
http://prices.hccmpw.org.uk/market_prices/weeklygbaveragemarket?n=Wales
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Figure 1: Average UK farm price in pence per Kg. Source: AHDB Beef and Lamb

3. The global red meat trade

consumer demand, exchange rates and varying supply.

Beef

EU has limited influence on the global trade, as the majority of EU beef is sold within the EU single
market, with any exports tending to be lower value cuts for which there is little demand within the EU.
After the US, China is the biggest importer of beef and is an increasingly large importer of lamb.

UK exports

2016. This reduction is attributed to a fall in UK production coupled with strong retail sales. Despite
this, higher unit prices meant the Q1 trade was still 3% higher year on year at £85 million.

Beef exports to Hong Kong doubled (PDF 591KB) for Q1 of 2017 compared to Q1 of 2016.
Coupled with falling EU exports, the UK increased its Hong Kong market share by 5% compared to
2016, reaching a total share of 7%.

UK imports

imports in 2016. Overall, the imports of beef and veal were 2% lower (PDF 591KB) at 61,400
tonnes for Q1 of 2017 when compared to the same period in 2016, driven mostly by a drop in supply
from Germany and ltaly.
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http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
https://www.rabobank.com/en/press/search/2016/rabobank-global-beef-quarterly-q2-2016-volatility-challenges-beef-markets.html
http://www.worldstopexports.com/top-beef-exporting-countries/
http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Cattle-050716.pdf
http://beefandlamb.ahdb.org.uk/market-intelligence-news/beef-veal-supplies-limit-export-performance/
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/05/Cattle-sheep-market-update-May-17.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/MeatStats-1-UK-Meat-and-Livestock-Facts-190716.pdf
http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/05/Cattle-sheep-market-update-May-17.pdf

Sheep meat

The global sheep meat trade is driven predominantly by exports from New Zealand and Australia,
despite China being the world’s biggest producer. The majority of Chinese stock is sold on the
domestic market.

share of UK lamb goes to France, followed by Ireland and Germany

UK imports

20% less than the previous year. This is attributed to a reduction in supply from New Zealand as a
consequence of reduced production and increased demand from Asian markets.

4.UK red meat supply

the same month in 2016. It is likely this was influenced by a late Easter resulting in an additional April
bank holiday which increased demand. Overall, production increased for all meat types between 2013
and 2016 (Table 1).

in 000 tonnes | Beefand veal Lamb and mutton Pig meat Offal Total red meat
2012 885 275 825 139 1985
2013 847 289 833 138 1969
2014 877 298 863 143 2038
2015 883 300 898 145 2082
2016 912 290 903 * 2105

Table 1: Total UK production in 000 tonnes. *Statistic not yet available. Source: AHDB Beef and Lamb Sheep Yearbook (PDF 2MB) and
UK Slaughterings Statistics

same period relative to 2016 (Figure 2).


http://www.agmrc.org/commodities-products/livestock/lamb/international-lamb-profile/
http://beefandlamb.ahdb.org.uk/market-intelligence-news/chinese-demand-sheep-meat-continues/
http://hccmpw.org.uk/
http://meatinfo.co.uk/news/fullstory.php/aid/20522/Progress_made_in_developing_markets_for_Welsh_meat_in_Asia.html
http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Sheep-050716.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/05/Cattle-sheep-market-update-May-17.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/MeatStats-1-UK-Meat-and-Livestock-Facts-190716.pdf
http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/05/Cattle-sheep-market-update-May-17.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/05/Cattle-sheep-market-update-May-17.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/05/Cattle-sheep-market-update-May-17.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/05/Cattle-sheep-market-update-May-17.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Sheep-050716.pdf
http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
http://prices.hccmpw.org.uk/market_prices/industryinformation/welshmonthlyslaughterings17.html
http://prices.hccmpw.org.uk/market_prices/industryinformation/welshmonthlyslaughterings17.html

Total slaughterings of Welsh livestock

450 16

— Sheep 15
3 350 e
S 13 8
a 300 )
3 12 &
c ©
n 250 O
= 11 3
° o
F 200 10F

[EnY
a1
o
©

"eoe 5. %, Y. %, T, % S 4@ 2 5 S, %, % S 4@ "o/e
0, So. s Y0, <y <« 0, So. . 0, <y <« 0, So. < O
7s Y ) Y e o % %% & A A NN N~

Figure 2: Total slaughtering of Welsh sheep and cattle between January 2015 and August 2017. Source HCC.

The relationship between production (tonnes) and slaughterings is dependent on the average
carcase weight, which is in turn dependent on the maturity of the animal when slaughtered as well as
the sex. Generally, carcase weights have increased for all UK livestock, with the exception of ewes and
rams (Table 2).

‘ Cattle Sheep

nkg Steers Heifers  Youngbulls Prime cattle Clean sheep Ewes and rams
2012 367.1 320.3 346.4 347 19.1 26.4

2013 360.7 315.9 338.8 340.6 19 25.9

2014 367.5 324.6 344.8 348.7 19.4 273

2015 374.8 331.8 344.6 355.7 19.6 26.7

2016 3724 3279 3271 350.9 19.2 25.9

Table 2: Carcase weight of cattle and sheep in the UK 2012-2016. Source ADHB Sheep Yearbook (PDF 2MB) and Cattle Yearbook
(PDF 1.9MB).

Supply chain margins

The retail price spread is the difference between the amount paid to the farm and the amount paid to
the retailer. The price spread has decreased for pork in the first half of 2017, while the beef and lamb
price spreads have been more changeable (Figure 3).

Generally however, the producer share is up in the first half of 2017 for both beef and lamb, relative
to the same period last year. This rise is due to a reduction in retail prices that was not reflected in
monthly farm prices.

Cattle production is forecast to continue to be down in 2017 relative to 2016 and, combined with a
slight increase in demand, it is expected this will result in an increase in farm gate prices.


http://hccmpw.org.uk/market_prices/industryinformation/welshmonthlyslaughterings/
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Sheep-050716.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Cattle-050716.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Cattle-050716.pdf
http://beefandlamb.ahdb.org.uk/market-intelligence-news/beef-lamb-producer-share-retail-price/
http://beefandlamb.ahdb.org.uk/market-intelligence-news/beef-lamb-producer-share-retail-price/
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Figure 3: UK Price spreads for beef, lamb and pork from January 2012 - August 2017. Source AHDB ‘UK farm to retail price spreads’.

5. Welsh producers

increase of £5,600 from last year, the highest in five years. This is attributed to improved market
prices combined with a weak pound resulting in exchange rate fluctuations that lead to an increase in

indicated abattoir numbers were in decline, with three abattoirs closing or suspending operations
between 2014 and 2016. Of the abattoirs in use, none were operating to capacity with cattle facilities
operating 172 under their maximum capacity, sheep facilities 41-722 under capacity and pig
slaughtering facilities 32 % under capacity.

A review of the beef sector in Wales in 2014 found that 72% of Welsh cattle were slaughtered
outside Wales. Of the slaughtering that occurred in Wales, 42% comprised cattle born outside Wales.
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http://beefandlamb.ahdb.org.uk/markets/industry-reports/uk-statistics/
http://prices.hccmpw.org.uk/market_prices/industryinformation/welshlivestocknumbers
http://hccmpw.org.uk/news_and_events/news/story/hcc17043
https://www.gov.uk/government/statistics/agriculture-in-the-united-kingdom-2016
http://prices.hccmpw.org.uk/market_prices/industryinformation/welshlivestocknumbers
http://prices.hccmpw.org.uk/market_prices/industryinformation/welshlivestocknumbers
http://hccmpw.org.uk/news_and_events/news/story/hcc17041
http://www.assembly.wales/en/bus-home/bus-third-assembly/3-committees/3-scrutiny/3-rd/inquiries-3/rdc_3_-the_future_of_the_uplands_in_wales_-_home_page/Pages/rdc_3_-fuw8.aspx
https://www.gov.uk/government/collections/basic-payment-scheme
https://www.gov.uk/government/collections/basic-payment-scheme
http://prices.hccmpw.org.uk/market_prices/industryinformation/abattoirsinwales
http://hccmpw.org.uk/about_hcc/corporate_publications/capacity_in_the_welsh_red_meat_slaughtering_industry/
http://hccmpw.org.uk/about_hcc/corporate_publications/a_review_of_the_welsh_beef_sector/

Of British sheep, 31% were bred in Wales but only 24% were slaughtered in Wales. 90% of the
Welsh abattoir throughput was undertaken by only four abattoirs, the largest of which is St Merryn
Meats Ltd.

In 2017, as well as the four major abattoirs, there are an additional 16 smaller abattoirs which are
considered vital to rural Wales for employment and reduced transportation distances for the animals.
These were in addition to 15 beef processing and cutting plants as well as packing plants run by Irish
companies Dawn Meats and Dunbia.

Buyers and consumers

The vast majority of Welsh livestock is sold on the spot market, with a very limited proportion sold on
contract, and even less at a known price. The market price varies by region across Wales. HCC supplies
up-to-date market prices by region in Wales.

Different buyers require different specifications. For example, butchers generally require the highest

The red meat levy

The red meat levy is a price paid by all producers or slaughterers at the point of slaughter (or live
export). The levy is paid to the relevant levy board to be used for marketing and promotion of that
country’s meat products. The country of slaughter dictates which country’s levy will be paid. In Wales

have been made.

7.Voluntary code of practice

purchasing cattle (PDF 178KB) between meat processors and livestock producers. The code aims
to improve the transparency of processors’ operations, while also encouraging processors to provide
12 weeks’ notice of changes to trading conditions.

This is a welcome step in the right direction as we continue to seek more openness
and transparency in the supply chain. What is critical to our members is the stability
that this code should bring, which will allow producers to plan ahead and market
their cattle without sudden or unexpected changes to conditions of sale. We hope this
will help beef producers to manage the volatility we have seen in recent years and
provide a clearer understanding of the terms and conditions that are on offer.



http://hccmpw.org.uk/about_hcc/corporate_publications/capacity_in_the_welsh_red_meat_slaughtering_industry/
http://prices.hccmpw.org.uk/market_prices/individualwelshmarkets
http://prices.hccmpw.org.uk/market_prices/industryinformation/carcaseclassification-lamb
http://prices.hccmpw.org.uk/market_prices/industryinformation/carcaseclassification-lamb
http://prices.hccmpw.org.uk/market_prices/industryinformation/carcaseclassification-beef
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/04/Beef-and-lamb-watch-Jan-2017.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2017/04/Beef-and-lamb-watch-Jan-2017.pdf
https://meatmanagement.com/welsh-lamb-branding-reaps-export-benefits/
https://meatmanagement.com/welsh-lamb-branding-reaps-export-benefits/
http://hccmpw.org.uk/about_hcc/welsh_red_meat_levy/
http://hccmpw.org.uk/about_hcc/welsh_red_meat_levy/your_levy
http://www.fwi.co.uk/livestock/Farmers+demand+shake-up+of+%E2%80%98unfair%E2%80%99+red+meat+levy+system.htm
http://www.fwi.co.uk/livestock/fairer-red-meat-levy-system-proposed.htm
http://www.bmpa.uk.com/_attachments/Resources/4865_S4.pdf
http://www.bmpa.uk.com/_attachments/Resources/4865_S4.pdf
https://www.nfu-cymru.org.uk/news/latest-news/processor-code-of-practice-for-purchase-of-cattle/

As of February 2015, six processors had signed the code: ABP, Dovecote Park, Kepak Group,
Randall Parker Foods, 2 Sister Food Group and Morrisons subsidiary Woodheads. However Dunbia and
Dawn Meats, which between them have three Welsh processing plants, did not.

The decision drew criticism from the NFU. In a statement in November 2015, NFU president Meurig
Raymond said:

Dunbia is a processor that publically claimed that a voluntary code was not in their
best interest as their relationship with suppliers was fair and transparent. Yet they
are giving their producers virtually no notice for significant changes in the
specifications of cattle.

A spokeswomen for Dunbia said in 2015 that the possibility of signing was under discussion but
it is understood both Dunbia and Dawn Meats are yet to sign it (as of June 2017).

As of June 2017, there is no code of practice is in place for sheep or pigs.

8. Red meat markets post-Brexit

The EU is the biggest market for Welsh red meat, with approximately 90% of Welsh beef and lamb
exports destined for EU Member States other than the UK in 2016. Consequently, maintaining access

both NFU Cymru and the FUW expressed their desire for the best possible access to the single market,
in addition to imports to the UK remaining subject to the UK’s high environmental and animal health
standards.

As well as providing a large export market for the red meat sector, the EU single market also allows
tariff free imports into the UK which help to maintain consumer demand for beef and lamb. According

sufficientin lamb in 2015.

Should the UK leave the EU with no trade deal in place, it has been suggested that trade between the
two would take place on the basis of Word Trade Organisation (WTO) rules. HCC told the Climate
Change, Environment and Rural Affairs Committee in 2016 that, based on 2015 information, a
scenario where the UK trades with the EU under WTO rules could mean tariffs of 84% on cattle
carcasses, 46% on lamb carcasses and 61% on cuts of lamb.

share:


http://www.fwi.co.uk/business/beef-processors-pushed-to-join-new-voluntary-code.htm
https://www.nfuonline.com/sectors/livestock/livestock-news/dunbia-must-sign-beef-processor-code-says-nfu/
http://www.fwi.co.uk/business/major-abattoirs-explain-not-signing-up-to-beef-voluntary-code.htm
https://www.farminguk.com/news/European-market-critical-for-Wales-red-meat-sector_44941.html
https://www.farminguk.com/news/European-market-critical-for-Wales-red-meat-sector_44941.html
https://www.assembly.wales/laid%20documents/cr-ld10995/cr-ld10995-e.pdf
https://www.assembly.wales/laid%20documents/cr-ld10995/cr-ld10995-e.pdf
http://hccmpw.org.uk/publications/farming_and_industry_development/statistics/
http://hccmpw.org.uk/news_and_events/news/archive/story/wales_is_largest_sheep_meat_exporter_from_the
http://hccmpw.org.uk/news_and_events/news/story/dubai_2017
http://hccmpw.org.uk/news_and_events/news/story/hong_kong
http://www.senedd.assembly.wales/documents/s58342/12%20January%202017.html?CT=2
http://www.senedd.assembly.wales/documents/s58342/12%20January%202017.html?CT=2

Probably as far as a UK basis is concerned about 6 million lambs from the UK end
up in Europe and about 6 million lambs from New Zealand and Australia actually
come into the UK. So, if I was the Prime Minister, looking after the interests of the red
meat sector, [ would say, if we lose the single market, we get rid of the cheap imports
from Australia and New Zealand in order for us to sell the lambs that we actually sell
to Europe now, because there would be a demand for them at home.

Welsh pork’. Leaving the EU raises questions about continued participation in the scheme, however
there is precedent for non-EU country participation, for example Mexican tequila.

9. Key sources

— AHDB Beef and Lamb


https://www.gov.uk/government/collections/protected-food-name-scheme-uk-registered-products
https://www.gov.uk/government/collections/protected-food-name-scheme-uk-registered-products
https://www.gov.uk/government/collections/protected-food-name-scheme-uk-registered-products
http://beefandlamb.ahdb.org.uk/
http://beefandlamb.ahdb.org.uk/
http://hccmpw.org.uk/
http://hccmpw.org.uk/
http://www.fuw.org.uk/
http://www.nfu-cymru.org.uk/home/
http://www.fwi.co.uk/livestock/dairy
http://gov.wales/statistics-and-research/aggreagate-agricultural-output-income/?lang=en
http://hccmpw.org.uk/about_hcc/corporate_publications/a_review_of_the_welsh_beef_sector/
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Cattle-050716.pdf
http://beefandlamb.ahdb.org.uk/wp-content/uploads/2016/07/UK-Yearbook-2016-Sheep-050716.pdf



