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Timeline of disruptive events

Start of “stocking up”
for food at home




Two big demand shocks

Start of “stocking up” for near destruction of
food at home demand for FAFH and spike
in grocery demand
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Two big demand shocks _
A return to normalcy in

grocery and the calm
before the storm

Start of “stocking up” for near destruction of
food at home demand for FAFH and
spike in grocery demand

Grocery store officials say supply
chain slowly returning to normal,
shelves being stocked




Start of “stocking

up” for food at
home

Two big demand
shocks

near destruction
of demand for

FAFH and spike in

grocery demand

A return to
normalcy in Large negative
grocery and the supply shocks to
calm before the beef and pork
storm packing

“1 wouldn’t say the food system is
breaking, but at least the meat sector is
in real serious, critical condition at the

moment”
/
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Hope for normalcy

The Washington Post




Shocks as seen through wholesale prices
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Source: Lusk calculations based on USDA data

National Composite Chicken Price ($/cwt)
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Combined Regional Shell Egg Price (cents/dozen)
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Index of Consumer Sentiment

/

April 2020

Source: University of Michigan, http://www.sca.isr.umich.edu/



Index of Farmer Sentiment

Source: Purdue University, https://ag.purdue.edu/commercialag/ageconomybarometer/



Annual Change in Retail Food Prices

e

Overall CPI \

Food at Home

Source: Bureau of Labor Statistics



Money Supply

Source: https://fred.stlouisfed.org/series/M2SL



Personal Savings Rate

Source: https://fred.stlouisfed.org/series/PSAVERT



Inflation Expectations

Source: https://fred.stlouisfed.org/series/T5YIE



Global Commodity Prices

Source: UN FAO



Corn Prices
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Is Consumer Demand Changing?



Change in Wholesale Beef Demand

+15%



Change in Wholesale Pork Supply and Demand



Ground Beef (24%)

Pork Chop (13%)

Ribeye (10%)

Plant-Based Patty (3%)

2020 2021

Source: Tonsor and Lusk, Meat Demand Monitor: https://agmanager.info/livestock-meat/meat-demand/monthly-meat-demand-monitor-survey-data



Ground Beef (22%)

Ribeye (11%)
Pork Chop (11%)

Plant-Based Patty (5%)

2020 2021

Source: Tonsor and Lusk, Meat Demand Monitor: https://agmanager.info/livestock-meat/meat-demand/monthly-meat-demand-monitor-survey-data



Aggregate Consumer Food Spending

Food Away from Home +7.5% (YoY)
Food at Home -18.2% (YoY)
Total Food Spending -22.6% -5.2% (YoY)

Source: USDA Economic Research Service



Consumer Spending — Debit and Credit Cards

Source: https://www.tracktherecovery.org/



Expected spending changes from 10%1* in income

Eggs -0.4%
Pork  -0.4%
Fresh Milk and Cream -0.1% mm

Non-Alcoholic Beverages | 0.0%
Poultry - (2%
Processed Vegetables (5%
Processed Fruat m— (.7%
Beef — (7%
Cereal and Bakery E— (2%
Fish and Seafood (5%
Food at Home e 1 0%
Dairy e 1.1%
Fats and Ouls ] 2%
Sugar and Sweets EEEEe——— | 3%
Fresh Vegetables E—— | 4%
Fresh Fruit I ] 1%
Food Away from Home e ] ()0
Alcoholic Beverages . 5 2%
-1% 0% 1% 2% 3% 4% 5% 6% 7%

Change in Spending from a 10% Increase in Income

Source: Lusk calculations based on BLS data



Income and Demand for Beef Cuts



Vulnerabilities

https://ag.purdue.edu/stories/the-road-from-farm-to-table/



https://ag.purdue.edu/stories/the-road-from-farm-to-table/

Asset fixity leads to farm surplus amidst retail stockouts

VS.

VS.



Food is not easily fungible across different markets

Source: Malone, Schaefer, Lusk, Food Policy, 2021

VS.



Meat packing is concentrated
e 10 plants slaughter 63% of all cattle

e 15 plants slaughter 59% of all hogs
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Weekday Processing Volumes



What Does it Mean to be Resilient?
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Increased resiliency — no easy answers

 More small and medium processors?
* More local/regional?

e Automation

* Excess capacity

* Increased redundancy



Size and Resiliency

Source: Lusk calculations based on USDA data



Size and Resiliency

Source: Lusk calculations based on USDA data



Food production is location- and time-specific

Beef Cows Corn for Grain

Broilers and Chickens Potatoes

Source: https://www.nass.usda.gov/Publications/AgCensus/2017/Online_Resources/Ag Atlas Maps/



https://www.nass.usda.gov/Publications/AgCensus/2017/Online_Resources/Ag_Atlas_Maps/

Food and farm vulnerability index

Vegetable Production Number of Farms

Confirmed COVID Cases \ \

Share of Vegetable Production at Risk

I



Food and farm vulnerability index

Source: https://ag.purdue.edu/agecon/Pages/FoodandAgVulnerabilitylndex.aspx



Vulnerabilities to farm workers

as of March 31, 2021

Case Death
Incidence Incidence

Type Cases
Rate Rate

Producers 329,031 9.55% 6,166 0.179%
Hired Workers 170,137 9.31% 2,969 0.160%
Unpaid Workers 202,902 9.39% 3,812 0.176%
Migrant Workers 27,223 9.01% 459 0.152%

» the incidence rate is higher among counties with more farm workers
» An estimated 0.069% reduction in annual labor supply
» A loss of $309 million in agricultural output

Source: Lusk and Chandra https://journals.plos.org/plosone/article?id=10.1371/journal.pone.0250621



Vulnerabilities to farm workers

++++++ Producers s Hired Workers Unpaid Workers === Migrant Workers =eTgtalPopulation (rightaxis)

Source: Lusk and Chandra https://journals.plos.org/plosone/article?id=10.1371/journal.pone.0250621



Vulnerabilities to migrant farm workers

as of March 31, 21



Price Spreads and Marketing Margins



Beef Price Spread (the longer view)



The fallout

Bloomberg

Lawsuit accuses beef packers of rigging prices



Theory of Price Spreads



It is Costly to Run at Reduced Capacity

Source: Ma and Lusk calculations



Stock Prices of Meat Packing Firms
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Change in Steer & Heifer Producer Revenue

Cumulative reduction of $4 billion since March 2020
(about -10% of total annual revenue)



Keep an eye out ...

 Animal disease issues

* Accelerated trend to e-grocery

* More food at home will by-pass the store (micro-fulfillment centers)
e Labor saving automation

* Smaller groceries focused on fresh items

* Increased scrutiny over concentration and anti-competitive behavior
e Shake-up in food service sector

* More ghost kitchens

* Rising interest among some segments in local, direct farm delivery



Contact:
jayson.lusk@gmail.com
765-494-1903
www.jaysonlusk.com
@JaysonlLusk
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