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THE DOMESTIC MUTTON INDUSTRY

Imports of Mutton meat

Figure 1 illustrates the imports lamb and mutton. Imports are based on carcass equivalent.
Imports from overseas and Namibia and are only available till respectively July 2022.

e The import of mutton (including offal) from overseas in the month of July 2022 was 42,0% less
compared to the previous month and 40,6% less year-on-year and when offal was excluded the
imports was 42,3% less against the previous month and 61,5% less year-on-year.

e The import of mutton from Namibia in the month of July 2022 was 33,5% less compared to the
previous month and 70,2% more year-on-year.

e In July 2022 year-on-year, the SA Rand depreciated in total by 16,4% against the U.S Dollar and
8,1% against the AU Dollar.

Outlook

Due to structural problems, the South African economy is at present still in a bad shape and the
expectation is that the weakening in the value of the SA Rand may continue against other currencies
during the rest of 2022. Importers from overseas will therefore find it more difficult to compete on the
South African market, due to a weaker Rand and the high international prices of lamb and mutton.

As far as exports from Namibia are concerned, the better part of Namibia received well above normal
rains during the summer of 2022 and the expectation is that imports is expected to be higher in 2022
compared to the previous year.

Production trends
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Based on the latest information from the National Department of Agriculture, total sheep numbers, which
exclude goats, are in the order of 21,67 million in 2020 which is 2,0% lower than in 2019 and 10,9%
lower compared to ten years ago. (Figure 2).

Outlook

e The high occurrence of organized theft of sheep in South Africa and the present drought in the
Northern Cape and parts on the Free State and Eastern Province a negative effect on sheep
numbers in 2020. The above normal rainfall over the largest sheep producing area of South Africa
during the summer of 2021/22 is going to enhance the rebuilding of the national sheep herd during
2022. Unfortunate is the expectation that organized theft of sheep on farms is still to expanding in
2022, with the negative effect there off on the national herd.




Table 1 Sheep per province

Province 2019 2020 % of total in 2020
Western Cape 2 635 560 2553764 11,8
Northern Cape 5 350 169 5227 084 24 .1
Free State 4 525 633 4 335930 20,0
Eastern Cape 6 187 908 6 514 678 301
KwaZulu-Natal 658 935 635 127 2,9
Mpumalanga 1 559 938 1528 808 71
Limpopo 205 677 197 311 0,9
Gauteng 87 150 84 607 0,4
North West 606 973 597 645 2,8
TOTAL 22 184 573 21674 955 100

Trends in the slaughter of sheep

Fig 3 INDEX OF MONTHLY LAMB & MUTTON SLAUGHTER AND PRODUCER PRICE
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Aggregate commercial slaughter Information received from of Red Meat levy Admin only available till
July 2022. The month of August 2022 is an estimate, calculated by means of the smoothing
multiplicative technique of Holt & Winters, which gives an indication of what can be expected in the
months of August 2022.

e In August 2022 it seems that the number of mutton and lamb slaughtered was 9,2% higher
compared to the previous month, 2,8% lower year-on-year, and 12,7% lower than the average over
the period August 2019 to August 2022. (Fig. 3). The increase in slaughter was mainly caused by
an above normal rainfall year in especially some of the drought afflicted producing areas.

e In August 2022 year-on-year, the average producer price of lamb (Class A2/A3) increased in total
by 6,2%.The increase in the price level from April 2022 to August was mainly be attributed to a
lower supply of mutton on the market.

Outlook

¢ Normal to above normal rain is predicted for the summer of 2022, which may enhance the
production of lambs, which may also lead to an increase in slaughter.

e The average producer price of lamb is therefore expected to maintain the present relative high level
for the rest of 2022.




Slaughter and imports of mutton meat

Figure 4 shows the trends in slaughter and imports over time.

Fig. 4 TRENDS IN IMPORTS AND DOMESTIC SLAUGHTER OF SHEEP
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The trend lines in Figure 4 are based on polynomial regression, and show the trends in slaughter sheep,
imports from Namibia and from overseas (included offal) from July 2019 to July 2022.

The regression lines indicate the following:

e The slaughter of sheep in South Africa shows a downward trend in 2022. (black line).

e Imports from Namibia show an upward trend from December 2021 to July 2022. (blue line).

e Total imports from overseas plus offal) shows an upward trend from December 2021 to July 2022.
(red line).

Outlook

¢ Imports from Namibia, which constitute for 60,5% of total imports (including live animals) in average
over the period July 2019 till July 2022, and the prediction is that it will maintain our biggest importer
in future. .

e The imports from overseas depend on the price parity of lamb meat between South Africa and the
world. The average price of lamb and mutton in South African is still far below world average prices,
and we can there for expect that imports from overseas will still be relative low over the next six to
twelve months.

e Putting these three factors together, the domestic prices of lamb and mutton in South Africa is going
to stay on relative high levels over the next six months.

Aggregate and per capita consumption of mutton

Fig. 5 TOTAL CONSUMPTION AND PER CAPITA CONSUMPTION OF MUTTON
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In 2020/21 year-on-year, total consumption of mutton declined in total by 9,8% and the per capita
consumption declined in total by 9,7%..

Over the 10 years from 2011/12 to 2020/21, total consumption increased in total by 5,7%, and per capita
consumption declined in total by 6,7%.

Import parity price, imports from overseas and Class C2/C3 price

Fig. 6 TRENDS IN IMPORT PARITY PRICE OF MUTTON, IMPORTS, AND CLASS C2/C3 MEAT
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In the above graph (Figure 6), the trend line of the import parity price (blue line) shows a sideward trend
from July 2021 to July 2022.

The trend line of the price of Class C2/C3 (black line) shows an increasing trend from July 2019 to July
2022.

The imports from overseas (including offal) (red line) show also a practical sideward trend over the
period July 2019 to July 2022.

Outlook

e Although the average Class C2/C3 price of mutton shows a slow low increase over time, the gap
between the world price and South African price is still too wide to have an impact on the domestic
price of mutton in the nearby future.

e It should also be taken into account that total imports from overseas in the period July 2021 to July
2022 accounted for approximately only 1,6% of total mutton production in South Africa and 5,7%
when offal is included .

Figure 7 shows the relation between imports from overseas and the import parity price on an annual
basis.




Fig.7 RELATION BETWEEN IMPORT PARITY PRICE AND IMPORTS FROM
OVERSEAS
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In 2014 to 2021, the import parity price started to increase, while the imports from overseas declined
from year- to-year. The import parity price seems to be on a too high level to have meaningful impact
on imports.

Producer price trends

Fig. 8 SHEEP AND MUTTON PRICE TRENDS
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e In July 2022 year-on-year, the average producer price of lamb (Class A2/A3), Class B2/B3 and
Class C2/C3 was respectively 6,1%, 7,6% and 6,6% higher. (Figure 8).

e Over the same period the import parity price of Australian trading lamb increased in total by
9,7%, and the average price of Australian mutton increased by 8,7%.

Outlook

Based on the present price information, the average price of Class A2/A3 lamb is predicted to be in the
order of R99,00/kg in December, and over the same period Class B2/B3 may be around R81,14/kg and
Class C2/C3 is expected to increase by R76,59/kg.




Comparison in long term trends in the prices of sheep, beef and pork

Fig. 9 AVERAGE PRODUCER PRICE OF RED MEAT SPECIES DEFLATED WITH THE CPI (ALL
ITEMS)
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¢ In 2021 year-on-year, the real price (where the affect of inflation was removed from the time series
data) increased in total by 8,2%, 4,6% and 1,7% for respectively beef, lamb and pork.

e |tis however important to note that the average prices of two of the three species (beef and lamb)
were in real terms above the 100-line, which means that the average prices in 2021 were
respectively 11,0% and 15,4% above the average price over the past 20 years with due allowance
for inflation, but pork was 7,5% below the average 100-line.

Feedlot margin over maize cost of feeder lambs

¢ Assuming the finishing off the feeder lambs stretches over a period of 61 days.

e The margin over maize cost per kilogram lamb meat is based on a finishing off ration consisting of
60% concentrates and 40% roughage. The concentrate part of the ration consists of 55% yellow
maize. The average intake per lamb per day is 1,7 kilogram of the total ration and the A.D.G is
taken as 320 grams per day. The graph below is also based on the assumption that the energy
portion in the concentrate part in the ratio consists of only maize.

Fig 10 MARGIN OVER MAIZE COST PER LAMB
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e The margin over maize costs is calculated by subtracting the average maize price of the past three
months from the present gross value per feeder lamb. The gross value is calculated by multiplying
the average carcass mass with the producer selling price per kilogram carcass mass.

e The 100-line represents the average maize price and the producer selling price of lamb (Class
A2/A3) over the period December 2020 to September 2022.




e The horizontal average margin over maize cost line (blue) represents the average margin over
maize cost over the period December 2020 to September 2022.

Outlook

e Based on the assumptions, the producer price and maize price will tend to increase slowly from
September to March 2023, notwithstanding the above normal maize crop for 2021/22.

e From September 2022 to March 2023, the margin over maize costs is going to fall back below the
long term average margin over maize costs from December 2020 to September 2022, which
indicates a less profitable period for feeder lamb producers.

Trends in skin prices

Fig 11 TRENDSE IN DORPER AND MERINO SKINS
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In September 2022 year-on-year, the average price of dorper skins declined in total by 20,5% and
merino skins declined by 17,8%. The decline in the prices of dorper and merino skins since September
was caused by a weaker demand. The dorper skin price decline is the result of a lower demand from
Far East countries such as China. The market is overall still under pressure due to the sharp decline in
demand overseas, which is being caused by changing fashions. The leather market is losing its market
share to synthetic products.

INTERNATIONAL SHEEP MEAT TRENDS
Australia

Third biggest lamb production quarter on record

Key points:
e Continuation of above average rainfall for most livestock regions resulted in high carcase weights
overall.

e Supply is increasing and is being driven by the national herd rebuild and flock growth.

e On Friday, the Australian Bureau of Statistics (ABS) released the official livestock and production
figures for the second quarter of 2022. The data also provided insights on slaughter, production,
value and carcase weight for sheep and cattle for the 2022 financial year.

Gross value of livestock

e In sheep, the value of lambs and sheep slaughtered in FY22 was $5,13b. This figure is 14.5%
above the value of sheep and lambs slaughtered in FY21.

e Q2 FY22 (October to December 2021) was the quarter recording the highest value of sheep and
slaughtered ever. The average price for a finished lamb/sheep in FY22 was $189.39, up 10.5% on
2021.




Cattle
Slaughter

Lambs
Lamb production

In Q2 of 2022, lamb production was 140,165 tonnes, the third highest quarterly volume on record,
behind Q2 2018 and Q4 2016. The quarterly total of 140,165 tonnes was a 12.5% increase on Q1 2022
levels and 1.8% higher than the same quarter in 2021.

Lamb slaughter

e Lamb slaughter for Q2 was recorded at 5.44m, an increase of 9.5% on the previous quarter and
1.1% higher than the June 2021 quarter. For the full financial year, lamb slaughter nationally stood
at 20.8m lambs.

e “The fact that lamb slaughter for Q2 2022 was not within in the historical top 20 lamb slaughter
volumes, but was the third highest level of production, shows the benefits of increasing carcase
weights,” according to Mr Bignell.

Lamb carcase weight

“The implementation of new genetics, well managed on-farm production and above average rainfall
patterns have ensured national lamb carcase weights achieved record highs in Q2 2022.

At 25.8kg/head, this is a 0.6% increase year-on-year levels, demonstrating that genetic improvement
and management is driving increased efficiencies and production for the national lamb flock,” Mr Bignell
said.

New South Wales lambs are weighing 26.8kg/head on average, leading the trend for heavier lambs
nationally, they are followed by South Australian lambs at 26.7kg/head.

Sheep

Slaughter

e Unlike lambs and cattle, sheep slaughter fell in Q2 2022, reducing by 13.2% or 209,600 head.
According to Mr Bignell however, a drop in slaughter in the June quarter is common as producers
are retaining ewes for lambing during this period.

e “Encouragingly, when compared to the corresponding June period in 2021, mutton slaughter is up
27% or close to 300,000 head. This would suggest the flock rebuild is maturing and in line with
MLA’s most recent June sheep projections,” Mr Bignell said.

Production

Production of mutton was recorded at 35,091 tonnes, a 11.3% reduction on the previous quarter but

25% higher than 2021 levels. As mutton production fell by less than the fall in slaughter, carcase weights

climbed.

Carcase weights

o National sheep carcase weights for Q2 2022 were recorded at 25.5kg/head, a 500g increase on
Q1 2022 levels but well below the 2.2kg/head below the highs recorded in December 2021.

o ‘“Interestingly, the average carcase weights for sheep are below that of lambs on a national level.
Sheep in New South Wales are the heaviest weighting 27.3kg, while sheep in Tasmania are the
lightest weighing 19.5kg/head,” Mr Bignell said.

SOURCE: Meat & Livestock Australia Limited, 23 August 2022




SOURCES

AMT & AMT collaborators

Australian Bureau of Agricultural and Resource Economics (ABARE)
South African Meat Industry Company (SAMIC)

Red meat Abattoir Association (RAA)

National Department of Agriculture (NDA)

South African Future Exchange (SAFEX)

Meat and Livestock Australia (MLA)




	THE DOMESTIC MUTTON INDUSTRY
	Outlook
	11,8
	24,1
	20,0
	30,1
	2,9
	7,1
	Outlook
	INTERNATIONAL SHEEP MEAT TRENDS
	Australia
	Third biggest lamb production quarter on record
	Gross value of livestock
	Cattle
	Lambs
	Sheep


