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FOB Mercosur

“Best two weeks of the year” in sales price of importers and distributors in China

There is an uneven situation in the Chinese beef market. On the one hand, the market for the sale of meat that importers and distributors have in stock is much more fluid, but for the moment this has
not put upward pressure on prices. On the other hand, importers continue to offer purchase prices that are US$/t 200-300 below the intention of South American exporters.

“The last two weeks were the best so far this year,” said a Chinese operator who works in the domestic meat sales market. Demand from end buyers did not improve, but the circulation of
merchandise between traders is “good,” he added. He said that, in many cases, they are traders “speculating” on an eventual improvement in the market.

A moderate recovery is observed in traders' sales prices, around 2.5% compared to the June average, is in the case of forequarter cuts like brisket, chuck and neck.

The analysis of the weekly OIG+X report coincides with the vision of this operator.

a “continued recovery in trading volume due to an increase in stocking demand from terminal customers. Chinese distributors, considering the cost of imports and recent price improvements, showed
signs of holding firm on prices and being reluctant to sell.”

This situation is not reflected in the import market. All the sources consulted agreed that the gap of US$ 200-300/t remains between the values passed by importers and those intended for export.

From Uruguay, where cattle prices are the highest in the region, the industry proposes prices of US$/t 5,000-5,050 for knuckle, flat at US$/t 5,200-5,300 and ribeye at US$/t $/t 5,500. The
counterproposals from importers are far away, below US$/t 3,000 in all three cases. In addition, offers of US$4,700/t for shin & shank from Uruguay and US$2,300/t for bone-in brisket are heard, but
the offer is also positioned US$300 per ton higher.

From Argentina soaurces said that “there is a little more demand, but without moving prices.” The 6-cut cow remains at US$/t 4,200, with some business up to US$/t 4,300.

One trader said Chile's export market is more fluid for bone-in cow quarters. He said that business is being done at US$/t 3,500, far from the US$/t 3,000 at which it operated during the Sial in
Shanghai.

OIG+X sees the import market a little more fluid, although without the dynamics of the spot market. This week, importers showed greater enthusiasm for counteroffers and the speed of sales improved
slightly, adding that “transaction volume showed a slight increase and prices in general experienced a modest increase.” The report adds that price increases were recorded for some products from
Brazil and Uruguay of around US$/t 50-100. It reported a reference of US$/t 4,500 for Brazilian 8 cuts forequarter, a weekly increase of US$/t 100, and Uruguayan knuckle increased by US$/t 50 to
US$/t 5,050.
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Hilton market stable in EU; quota 481 exceeded the quota by 36.4%



The Hilton chilled market was stable in the last week, both for sales from Argentina and Uruguay. An Argentine trader said that the higher prices he heard was “US$/t 14,400, and from there down,
with a floor of US$ 14,000/14,100.” A medium-sized packer pointed out that there is more supply and that prices drop to US$ 14,000. From a large plant a source indicated that they see the Hilton
"stable between US$ 14,000 and US$ 14,300, and we believe that there are firms that are having difficulties selling the product at those prices."

A European importer told WBR that there are exporters who manage prices of US$14,500-14,700/t, but he considered that they probably hey will "have to lower them, because sales are poor."

In another order, finally what exceeded the 481-quota in the July-September quarter was by 36.4% and not 12% as WBR erroneously reported. The 12% surplus was what was entered on the first
day, but given the times in which Customs closes entry on the first day (3:00 p.m.), it admits in the following two days what is entered later on that first day of the quarter. Therefore, about 5,050 tons
entered. Importers must pay full duty for 36.4% of what they entered.

Stability in export prices to the US

The export market for industry beef in the US remains firm, but with prices that remained stable compared to last week's references. The 90 CL, whether from Uruguay or Paraguay, is quoted around
US$/t 4,500 FOB, in both cases out of quota.

Regional supply will stop growing

In 2020, the four Mercosur countries (counting the exporting slaughterhouses of Brazil and Paraguay and all of Argentina and Uruguay) slaughtered 38 million cattle and since then the slaughter grew
to reach more than 45 million in the 12 months until the beginning of the year. current. There are 7 million more heads, which imply about 1.6 million tons of bone-in beef.

But this strong growth path is showing signs of exhaustion. In Argentina, cattle slaughter has already begun to decline and in Brazil the strong growth trend left room for a more moderate rate that will
culminate in a few more months. Something similar happens in Uruguay.

Therefore, during the second half of this year, regional beef production will begin a gradual downward path. It will not go down suddenly, but the trend will be clear and will determine that in 2025 the
slaughter and production of beef in the main region that supplies protein to the world will be lower than that of the current year.

MARKETS

The Mercosur steer recovered 10 cents

Driven mainly by the appreciation of the Brazilian currency, but with increases in the four countries of the region, the average value of the steer for slaughter recovered 10 cents per kilo carcass
weight. The WBR Mercosur Steer Index stood at US$3.00 per kilo, the highest value in five weeks.

In Brazil, the real appreciated 4.5% in the week, leaving behind for the moment the persistent devaluation of the previous ones. That was added to a moderate rise in the reference in reais. The
average value of the fat boi in the main exporting states increased 13 cents in the week to US$2.54 per kilo.

In Argentina the prices of export steers also went up. The reference rose 7 cents to US$3.81 per kilo (including the 9% tax on beef exports).

Uruguay maintains the highest price in the region with a special steer that is priced at around US$3.95 per kilo.

In Paraguay, supply began to decrease and prices rose about 5 cents to US$3.10 per kilo. 
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Brazil

Eleven months of stability for the average export value

In June, Brazil exported 192.6 thousand tons of beef, almost the same amount as in June 2023, but 20 thousand tons less than the shipments made in May, according to information from the Ministry
of Foreign Trade (Secex). The average export value was US$/t 4,467. Although it is below US$4,500/t for the first time since the end of 2020, the average export value of Brazilian beef shows great
stability. In the last 11 months the variations have been minimal, less than US$/t 150.

In the first half of the year, Brazil exported 1.14 million tons of beef, a robust 29% above the same period in 2023. The average value fell 8.4% to US$/t 4,513.

For the fourth consecutive month, China buys less than 50% of exported beef

In June, 91,412 tons of beef were shipped to China, according to information from the Ministry of Foreign Trade (SECEX). Although this is a significant volume, it was the second consecutive month of
decline. Furthermore, for the fourth consecutive month, China is the destination of less than 50% of Brazilian beef exports. In June 2023 it had purchased 70% of sales abroad.

While the preponderance of China falls, other destinations grow significantly. In June, the second largest was the United States with 16,739 tons, despite the fact that the quota for third countries has
already been completed. Sales to the United Arab Emirates (whose final destination is mainly Iran) and the Philippines are also growing; both carried more than 8 thousand tons in the month.



Frozen exports to the EU were the largest since December

Although in the first half of the year shipments of frozen beef to European Union countries fell 17% compared to the same months of 2023, the monthly volume has been gradually growing as the year
has progressed. In June, 3,266 tons were shipped, 200 tons more than in May and the highest monthly amount since December.

The average value of frozen exports to the EU shows marked stability in recent months. Since December, it has fluctuated around US$/t 6,400.



Intense export rhythm in the first week of July

In the first week of July, Brazil exported 54,204 tons shipment weight of fresh beef at a daily rate of 10,841 tons. The first week of the month is usually one of intense export activity.

The average export value seems to hint at the beginning of a new downward trend. After remaining stable at the US$/t 4,500 axis, in the last week it averaged US$/t 4,436, a new minimum in recent
weeks and remaining below US$/t 4,500 for the seventh consecutive week.

Meat at the center of debate amid tax reform

Meat has been at the center of debates between the government and Congress in recent days amid the impasse over whether it will be included in the basic food basket under the tax reform, says
Valor. If it is granted tax exemption, sector analysts expect more affordable prices and increased domestic demand. Even if it is not exempted, beef consumption is likely to remain strong until the end
of 2024, as the cattle cycle will still provide a high supply of animals, but will be lower in 2025 as the trend in the cattle cycle changes.

A source from the beef industry participating in the discussions in Brasília told Valor that there is a tug-of-war over the inclusion of meats in the basic food basket.

Beef consumption is high this year because of a high offer and an improvement in labor market conditions. “Unemployment is more controlled, close to 8%, there is less debt pressure on the
population in the second half of the year, and generally, there is an increase in temporary job creation, the payment of the 13th salary [a mandatory year-end bonus for formally employed workers],
and bonuses. Demand [for meat] should be better,” observed Felipe Fabbri, an analyst at Scot Consultoria.

Fernando Iglesias, with the consulting firm Safras & Mercado, agrees that factors indicate domestic consumption will remain strong this year, but he predicts a change in 2025. “Next year, with the
reversal of the cattle cycle, there is potential for a reduction in the beef supply in the domestic market. Then this dynamic tends to change.”

A possible tax exemption could maintain optimism for consumption in 2025 when prices are likely to rise. One industry source believes including beef in the basic food basket makes the sector more
competitive. “I think that if we have a strong domestic market, like in the U.S., we become less dependent on exports and can demand higher prices abroad,” he said.

The working group’s report from the Lower House on tax reform regulation did not include meats in the list of basic food basket products that will be exempt from the future Value Added Tax (VAT).

Approval of the sale of Marfrig plants to Minerva is “near”

The Administrative Council for Economic Defense (CADE) is close to approving the sale of 11 Marfrig plants to Minerva, said O Globo columnist Lauro Jardim.

The agency does not see any possibility that consumers or suppliers of processing plants will be disadvantaged by the concentration.

The operation was closed in August of last year and includes plants in Brazil, Uruguay, Argentina and Chile. The amount of the operation was R$ 7.5 billion (about US$ 1.5 billion at the time of the
transaction), of which Minerva paid R$ 1.5 billion at the time of signing.

If approval for the sale of the plants in Brazil is not confirmed, the entire business will collapse.

MARKETS

Finished cattle prices firm with moderate increases

The price of cattle for slaughter in Brazil maintains the trend of the previous two weeks: a firm market with moderate increases. During the week, the average value of the fat boi in the main exporting
states, with payment in 30 days and free of Funrural (based on the references of the consulting firm Scot) rose R$/@ 0.8 to R$/@ 206.4 and accumulates a recovery of R$ 4 from the bottom of three
weeks ago.

“Prices have room to continue improving in the short term due to lower supply, low availability of pastures and the weakness of the real,” Agrifatto said. However, in the last week the Brazilian currency



recovered part of the ground lost in the previous ones with an appreciation of 4.5% that raises prices expressed in dollars.
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Uruguay

Beef farming in 2023/24 invoiced the same as in the previous fiscal year

Beef livestock in Uruguay during the 2023/24 fiscal year invoiced, in large numbers, the same amount of dollars as in the immediately previous year, although this stability hides significant variations in
several of the variables that determine the total value. Furthermore, when converting it to constant pesos, a yellow light comes on related to the low value of the dollar.

It is estimated that beef farming invoiced US$ 2,429 million for final sales, only US$ 18 million (-0.8%) less than in 2022/23. There was a decrease in turnover for beef sent to slaughter that was offset
by a jump in live exports.

In 2023/24, 2.38 million cattle were slaughtered, a consistent increase of 225 thousand head compared to the previous year. There was significant growth in cow slaughter after the drought
environment that left a relatively low pregnancy rate so a higher number of cows were out of the breeding herd. In addition, carcasses were heavier, so beef production increased a robust 13% to 630
thousand tons.

This increase in production volume was offset by a decrease of around 15% in the average value of animals sent to slaughter, so the billing for sending animals to slaughter contracted by US$141
million to US$ 2,160 million.

The other output of animals from the system due to final sales is live exports, which had great growth in the fiscal year that has just ended. 311 thousand cattle left the border alive, doubling the
amount from the previous year. Although the average export value fell, turnover increased 84% to US$ 268 million.

By adding slaughter and live exports, the final number of US$ 2,429 million mentioned above is reached.

A yellow light turns on when you convert those dollars into constant pesos. The value of the dollar during the year fell 2.2% in current terms. If we add the annual inflation of 5%, in constant pesos
there is a decrease of 7% in the comparison of the last two years. This drop has special significance in medium and small livestock farms, in which the cost of living represents a relatively important
proportion of expenses.



Slaughter of cattle from registered feedlot fell by 30 thousand heads in the year

So far this year, the meat industry has slaughtered 149,518 cattle from registered feedlots, 30 thousand heads less than in the same period last year, according to what was reported at the INAC
Board.

The amount is 12.9% of the total number of cattle slaughtered. Considering only the categories of steers and heifers, animals from registered feedlots are almost 21% of the total, with 22.1% in the
case of steers and 15.8% in that of heifers.

Frigorífico Mercedes was sold

After extensive negotiations through a counterpart in Uruguay, a businessman linked to the sector, Pablo Hernández, together with a foreign investment fund, acquired the Frigorífico Mercedes
industrial plant, located in the capital of the department of Soriano. The information was released by the local media @gesor, who said that the amount of the purchase operation would have
exceeded US$ 4 million.

The new owners plan to resume work in the coming months and thus continue with the plant construction project until reaching exporter status.

The last slaughter on Frigorífico Mercedes was around the end of January. In 2023 it had slaughtered 9,918 cattle.

MARKETS

Shortage of supply continues to be the most important factor in the finished cattle market

The supply of animals for slaughter continues to be small, which is faced by the industry with the closure of plants in the attempt to balance the market by reducing demand.

Prices rose one step again, although the beginning of the 481-quota window is already approaching (there are plants purchased two weeks in advance), which, as always, will reduce the demand for
grassfed animals.

Special and heavy steers are paid around US$ 3.95 per kilo carcass weight, with deals that reach US$ 4.00 in specific cases, just as they did last week. Cows are sold between US$3.60 and US$3.70
if they are heavy, with a maximum of US$3.80.

Most plants are purchased for one week but, as mentioned, there are others that book two weeks in advance.

The expectation is that the upward trend in fat prices, which has extended predominated since the end of April, will leave room for a more balanced market as meatpackers complete their purchases
for the days prior to the quota window.



Cattle slaughter fell to a minimum since the first week of the year

Cattle slaughter contracted by 6.2 thousand heads in the week to July 6, to 34,996 heads, INAC reported. It was the lowest industrial activity since the first week of the year and is due to the closure of
some additional plants that were added to those that were already inactive and the reduction in the level of activity in others.

In the case of Marfrig, Establecimientos Colonia remains closed, for the moment without an opening date, to which added since last week the removal of one of the Tacuarembó shifts (the plant that
had been leading the ranking for the last several weeks), due to which will go on to slaughter about 500 head per day. Added to that is San Jacinto, from the Urgal group, which is inactive last week
and the current. For its part, Minerva maintains no activity at the Canelones plant and since this week it is not working in Carrasco either. During the next few days, the date on which Canelones will
resume activity will be decided.

Cow slaughter was the one that fell the most. Only 11,488 heads entered plants, 23% less than the previous week and 33% below last year's figure. Steers contracted 12% to 17,862.

The most active plants in the week were Las Piedras (3,880), followed by the three active Minerva plants, BPU (3,342), Pulsa (3,216) and Carrasco (3,185). This company's weekly slaughter
contracted by only 546 head, while Marfrig's fell by more than 3,300 head to 8,056.

Taking into account the conditions of limited supply and the closure of plants, it seems likely that slaughter in July will be below the 170 thousand cattle of the same month last year, when it averaged
about 40 thousand head per week.

Sheep slaughter was the smallest of the year

Sheep for slaughter prices seem to find a ceiling in the current international market conditions. Consignees kept references unchanged this week, with sheep close to US$3.00 and lamb at US$3.80-
3.85 per kilo carcass weight.

Sheep slaughter contracted to 7,707 heads in the week to July 6, INAC reported, the lowest so far this year. Ewes were 3,789, 49% of the total.

The most active plants were Bamidal (3,223), Las Piedras (1,461) and Somicar (1,229).

In the accumulated of the year to the first week of July, ovine slaughter suffered a drastic decrease, going from 728 thousand heads last year to 429 thousand this year, a drop of 41%.
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Argentina

Argentina asked Japan to open its market to extra-Patagonian beef

As part of a tour to Southeast Asia, the Argentine Secretary of Bioeconomy, Fernando Vilella, asked the Chief of Staff of the Government of Japan, Yoshimasa Hayashi, that his country enable
Argentina to export beef not only from Patagonia (free of foot and mouth disease without vaccination), but also from the center and north of the country. This would have been the priority topic of the
meeting, among others linked to new opportunities in terms of trade, investments and cooperation.

While the authorization of Patagonian beef occurred in mid-2018, that of the rest of the country has not made progress since 2020. The Argentine delegation insisted that there are no reasons to delay
the opening and stressed the importance of basing all sanitary measures in scientific criteria.

Japan is the world's third largest importer of beef after China and the United States. As the Patagonian cattle stock is not even enough to sustain its own demand, exports so far are negligible: in 2023
only 27.6 tons were sent to Japan for US$228,250.

Cattle slaughter, production and share of the domestic market fall, but exports grow

According to an analysis by the Rosario Stock Exchange, some data show that last year there were signs of stock liquidation. On the one hand, driven by the drought, beef production in 2023 was 3.3
million tons (bone-in), and the number of animals slaughtered exceeded 14.5 million, the highest figures since 2009. Meat production grew 4% and slaughter 7%, which indicates that "the average
weight of animals sent to slaughter was lower from one year to the next, as a result of the lower forage supply due to the drought."

In contrast, the stock fell 2.7% year-on-year, the largest drop since 2009, when the policy of restrictions on beef exports and a drought precipitated a huge liquidation of the cattle herd. In total, cattle
stocks in 2023 registered 52.8 million heads, “the lowest figure in a decade,” the report indicated.

In the first five months of 2024, both slaughter (5.5 million heads) and beef production (1.26 million tons) are down 8% compared to the same period of the previous year, although they are above
previous years, in which there were no climatic problems.

Citing specialist Ignacio Iriarte, the report indicates that the lower cattle herd and weaning will determine lower slaughter and meat production this year.

As for domestic consumption, its share of production is the lowest since at least 1990: only 69% of beef production in the year to May was destined for the domestic market, compared to 75% last
year and 85% average so far this century.

The flip side is the 10% increase in exports in the first five months of 2024, up to 385,000 tons (bone-in), the highest value since at least 1990.
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Paraguay

Beef exports grew 2% in the semester

In the first half of 2024, Paraguay exported 157 thousand tons of beef at an average value of US$/t 4,866. The volume grew 2% in the annual comparison and the average value 1%. In June, exports
accumulated practically 31 thousand tons at an average value of US$ 4,853/t, without major variations with respect to the average value in the accumulated year.

Chile is, by far, the main destination for Paraguayan beef, representing 40% of the volume shipped. In June it carried 10,080 tons, below the volume of the previous two months (about 12 thousand
tons), possibly due to the complications registered in crossing the mountain range. In the semester, Taiwan and Brazil complete the podium of the main buyers. The growth of exports to Israel (+125%
annually), as well as to Kuwait (+105%) is significant.

Annual maximum for cattle slaughter in June

In June, 211,863 cattle were slaughtered in export plants in Paraguay, according to information from Senacsa. They were 34 thousand more than in the same month of 2023 and a monthly maximum
for the first half of the year.

Minerva, the main company in the sector in the country, slaughtered 38% of the total, while the Concepción group processed 25%.

In the first half of the year, 1,061,630 cattle were slaughtered in Paraguayan export plants, with an annual growth of 57 thousand heads, but below the record in the first half of the year of 2021 and
2022.

MARKETS

Rising prices for finished cattle



With a strained relationship between producers and packers, which is reflected in the suspension of activities that were planned to be carried out jointly at the Mariano Roque Alonso Expo, which
began this weekend, the slaughter cattle market is firm and with short bookings

An intermediary said that, although list prices remained unchanged compared to last week, deals are being made a few cents higher. He informed references of US$3.10 for males and US$2.80 for
cows.

Bookings are very short. “They have not yet completed the slaughter of next Monday,” said the source yesterday afternoon, so business is being done for entries in less than a week.

The expectation is for a firm market, supported by a supply that has begun to decline.
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North America

US beef exports topped $900 million in May

The value of US beef exports topped $900 million in May, the highest since June 2023, according to data released by USDA and compiled by USMEF.

May beef and variety meat exports totaled 110,133 metric tons (mt), down 5% from a year ago but the second largest of 2024. Beef export value reached $902.4 million in May, 3% above last year
and the highest in 11 months. For January through May, beef exports followed a similar trend, increasing 5% year-over-year in value to $4.29 billion, despite a 4% decline in volume (533,578 mt).

Despite the persistently weak yen and other economic challenges, Japan has maintained its position as the leading volume destination for U.S. beef in 2024. May beef exports to Japan were just
under 21,000 mt, up 9% from a year ago, while export value climbed 20% to $164.1 million. For January through May, exports to Japan were still 3% below last year in volume (104,712 mt), but export
value increased 5% to $796.8 million.

MARKETS

Fed cattle prices steady

Last week’s fed cattle market was slow and quiet, with little activity until Friday, said Drovers. The South sold at $190 cwt. The North saw little interest and $198-200 cwt would trade the bulk of the live
cattle. Dressed bids continued to work late into the evening. Packers would push bids from $312 to $314 and eventually to $315 cwt.

Firm beef import prices

Compared to the last market test, beef import prices in the USA were mostly firm to slightly higher, instances generally steady, said the USDA. Demand was good and supplies remained tight with
nearby supplies of Australia/New Zealand product especially scarce.



Oceania

Beef exports to the US at highest levels since 2015

Australia exported 155,430 tons of beef to the United States in the first half of 2024, with robust annual growth of 75% and a maximum since 2015. The needs of the United States due to lower
domestic production and the greater Australian exportable balance explain the increase.

In June, Australia exported 106,127 tons of beef, with an annual increase of 13%. The United States was the main destination with 28,746 tons, followed by Japan (25,611 t) and South Korea (16,088
t).

New beef processor admitted to export to China

Southern beef processor Australian Meat Group has received confirmation of China market access for the company’s large Dandenong beef facility in Victoria, informed Beef Central.

Australian Meat GroupDandenong becomes the first new Australian red meat processor to gain access to the China market since 2017. The five Australian beef export plants that were readmitted to
export to China in May already held China licenses, but were suspended.

In contrast, AMG Dandenong (AusMeat establishment number 3085) represents new capacity, having never previously had access to China, and becoming a new player in the China market. It’s
understood the approval received last week is for both chilled and frozen beef, plus offal.

Lamb prices rise in NZ

The market for lamb in New Zealand is experiencing significant pressure as the supply of kill-ready lambs declines rapidly, said the AgriHQ report. Lamb prices have been rising, with top-end offerings
reaching $6.80/kgCW in the North Island, around US$ 4.18 per kilo. A contract for early-August to early-October has been released, priced between $7.20/kg and $7.60/kg.

South Island kill statistics show a 10% year-on-year increase, but weekly kills are decreasing.

Despite processors offering higher prices, the supply remains tight, said AgriHQ.



Post

Asia

Beef exports to China in June would have been the lowest in 14 months

Considering the volumes shipped by some of the main suppliers to the Chinese market and estimating others, exports to China during June were around 195 thousand tons shipment weight. If
confirmed, it would be the first time since April of last year (when Brazil suffered the suspension of its authorization for 28 days), 14 months ago, that the total volume is below 200 thousand tons.

From Mercosur, the volume would have been around 142 thousand tons, with a second consecutive monthly drop in Brazilian shipments and with Uruguay with moderate growth. Although official
Argentine data is not available, primary figures project a considerable decrease in sales abroad last month. This volume is the one that will be arriving at its destination mainly from mid-July to mid-
August.

Shipments from Australia and New Zealand (with much shorter transit time) totaled 23 thousand tons, about 3.6 thousand tons less than in the previous month.
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