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hIS week there has been a slight lift in beef
prices with quotes up by 2p/kg at the top end
to 270p/kg in several plants. This price
increase will naturally be welcomed by farmers and
with the 8p/kg bonus included, the U3 cattle quote
is now at a level not seen since the first half of 2009
- although it is likely that fewer cattle are attracting
the top price due to tighter specifications. These
prices are around 25% higher than NI prices in 2007.

With the average retail beef price 16% higher in
2009 compared with 2007, it looks like some of this
increase in farmgate prices has been passed on to
the consumer. It is therefore worth asking: What is
the impact of higher retail prices on beef demand?
Last autumn, in their quarterly report, Meat Demand
Trends, AHDB produced a brief report on the “price
elasticity of meat” covering the two years to 14 June
2009. The report asks this very question. The
answer depends on the type of beef.

Consumers’ response to farmgate
beef price increases

The report reveals that consumer demand for mince
is not nearly as responsive to a retail price change as
other beef cuts. An increase in the retail price of
mince does not reduce demand by the same
proportion as the price increase; but an increase in
the retail price of prime cuts reduces demand by a
greater proportion than the price increase.

This is not surprising. Mince is cheaper for a start,
so the impact on demand of a 5% increase in retail
mince price of £4.50/kg is small relative to a 5%
increase in a retail price of steak of £8.50kg.
Furthermore, because of its relative cheapness,
mince demand is more robust in the face of

The impact of a three per cent increase in the retail price of beef on demand
for one unspecified retailer

Product

Premium Beef, 1st Qual Roast

Standard Beef, Frying/Grilling Steak up to 350g

Standard Beef , Mince 350-650g

Change in Impact on Market
Volume Value
Demand

-5.1% Down
-4.8% Down
-2.4% Up

Figures based on Price Elasticity of Demand figures sourced from AHDB (Meat Demand Trends)

competition from cheaper substitute meats such as
chicken or pork. Not so fillets and steaks which
consumers are more likely to forego as retail prices
rise, substituting them with other meat products.

In terms of the overall beef market, the report shows
that an increase in price leads to a slightly greater
than proportionate reduction in consumer demand.
In this respect, it would not be prudent to expect
consumers to carry the full impact of increases in
farmgate prices. Whenever farmgate prices result in
higher retail prices paid by the consumer, the
resultant reduction in demand may lower the overall
value of the market and undermine the longevity of
the new price level - ultimately this may have the
impact of driving prices back to square one.

However, while this would indicate that higher
farmgate prices may not be sustainable through
increases in overall retail price of beef, it may be the
case that increased consumer expenditure could be
achieved through adjustments to the retail price of
different beef cuts. The data shows that raising the
price of mince has the potential to increase the value
of the market as the resultant reduction in demand
would be less than proportionate to the price rise.
Likewise, the increased demand resulting from a fall
in the retail price of steaks and roasting joints will
more than compensate for the reduced price, again
helping to drive up the market value. This shows that
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Finished Cattle Store Cattle Dropped Calves (£/head)
from to from to from to
Steers Store bullocks up to 400kg Continental bull calves
1st quality 150 166 1st quality 148 185
2nd quality 135 149 2nd quality 120 140 1st quality 200 315
Friesians 115 133 2nd quality 120 235
Store bullocks 400kg-500kg
Heifers 1st quality 155 181 Continental heifer calves
1st quality 145 180 2nd quality 128 150
2nd quality 128 154 1st quality 165 290
Store bullocks over 500kg 2nd quality 100 190
Beef Cows 1st quality 148 178
2nd quality 125 142 Friesian bull calves
1st quality 105 151
2nd quality 88 124 Store heifers up to 450kg 1st quality 50 125
1st quality 148 171 2nd quality 20 55
Dairy Cows 2nd quality 120 145
Holstein Bull Calves
1st quality 90 110 Store heifers over 450kg 5 90
2nd quality 40 89 1st quality 145 168
2nd quality 125 142
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This week$ marts

HIS week at the marts, hogget prices have continued to
Tperform well, despite the increased numbers through the

rings. In Saintfield on Tuesday, prices were 20-30p/kg
higher than the previous week when there were very low
numbers due to the poor weather. In Gortin the top price of
435p/kg was 20p/kg higher than the top price reported last
week. Ewes also attracted good prices in Gortin, with a top price
of £132. Similarly, Kilrea reported sales of 120 ewes to a top
price of £146.

Factories quoting 380-420p for hoggets

420p/kg for hoggets up to 22kgs. These prices are slightly

lower than the price paid by GB plants in recent weeks
where the average deadweight price has been around 420p/kg
for the last fortnight. With an apparent improvement in
availability by mid-week, one of the plants reduced their quotes
to 380p/kg on Wednesday. The other plants continue to quote
400-420p/kg.

NI Average Weekly Sheep Price (p/kg CW)

'_‘ T the start of this week the factories were quoting 400-
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Hoggets

Sheep Prices

Lamb Quotes

Last Week
06/01/10

380 -390p

This Week
13/01/10

380 -420p

| PAID PRICES (Average) P/Kg |

NI Liveweight
NI Deadweight
GB Deadweight

W/E
26/12/09

342.15p
363.86p
398.1p

W/E W/E
02/01/10 09/01/10
342.15p
386.07p
423.6p 419.0p

Wednesday

Saturday

Monday

Tuesday

Ballymena

Enniskillen

Newtownstewart

Markethill
Hilltown
Donemana
Swatragh
Crumlin
Kilrea
Gortin
Saintfield

Rathfriland

No.
1160
158
62
900
250
672
527
780
800
720
646

413

Hoggets
From
350
355
372
360
330
385
368
370
377
370
372

357

| SHEEP MART PRICES SEVEN DAYS ENDED 12/01/2010 |

To
416
380
390
392
374
412
438
411
413
435
411

397




