Meat Sales Continued to Track Ahead of Last Year in Dollars and Volume
By: Anne-Marie Roerink, President, 210 Analytics LLC

Since March 8, the meat department has been the undisputed sales leader of the perimeter. Year-to-date
through April 26, meat department dollar sales were up 21.7%, boosted by double-digit growth for seven weeks
running. Year-to-date volume sales through April 26 were up 15.9% over the same period in 2019 as volume has
been trailing dollars throughout the pandemic. Additionally, the gap between volume and dollar sales is
widening —signaling significant upward pressure on pricing due to tightness in the supply chain.

For the last full week of April, ending April 26, dollar sales were up 49.7% and volume increased 34.8%. This
week, there was an increasing amount of coverage of the various plant closures in consumer media which likely
caused additional trips and purchases of shoppers looking to stock up some more. In addition to the continued
strong performance by the meat department, overall perimeter sales gains rebounded in the holiday-free week
in either year, up 23.1%. For the total perimeter, significant decreases in deli-prepared, fresh bakery and
seafood pulled down the increases achieved by meat but fresh foods overall are still positive.

Meat department $ and Ibs growth vs. comparable week in 2019
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With the exception of lamb, dollar gains were strong for all proteins, led by beef and pork the week of April 26.

Meat by Protein $ Sales Growth Vs. Comparable Week in 2019 ending
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Lamb sales were affected by Orthodox Easter (April 19 this year versus April 28 last year). The main protein
eaten for Orthodox Easter is lamb and this is why the week ending April 26 showed negative growth.

Dollar versus Volume Gains

Volume gains have been trailing dollars for years, but the gap is widening. The latest four weeks ending April 26
versus the comparable period in 2019 show volume/dollar gaps ranging from nearly 13 percentage points for
turkey, 12 points for pork, 10 points for beef to just 4 points for chicken. Volume/dollar gaps for processed
meats are significant as well, whether smoked ham/pork or Frankfurters. Bacon continued to see dollar and
volume sales track closely given the ample supply due to the decline in foodservice demand.

Latest 4 weeks ending April 26, 2020 versus comparable

weeks in 2019 Dollar gains Volume gains
Total meat +36.9% +25.7%
Fresh beef +40.2% +30.2%
Fresh chicken +28.6% +24.4%
Fresh pork +43.2% +31.3%
Fresh turkey +34.5% +21.8%
Fresh lamb +7.9% -0.9%
Fresh exotic +52.2% +43.6%
Smoked ham/pork +16.2% +1.7%
Sausage +41.1% +32.4%
Frankfurters +38.8% +23.8%
Bacon +47.8% +46.6%

Source: IRI, Total US, MULO, 4 weeks ending April 26, 2020

Supply is likely to continue to impact the dollar and volume performance in weeks to come. “Plants are
beginning to reopen, but labor has been slow to return and volumes remain sharply below year-ago levels,” said
Christine McCracken, Executive Director Food & Agribusiness for Rabobank. “Beef and pork production are both
down 35% year-over-year. A handful of chicken and turkey plants closed in the past week, but the impact on
total production has been limited. Processors are allocating limited supplies to their bigger customers, leaving
smaller, more regional operators with fewer options.”

It is likely that consumers will continue to shift back and forth between proteins as they have in prior years
when inflation or deflation affected the retail marketplace. But the effect of fewer options available can be seen
in IRI's insights on the average number of items per store selling. The average items number saw another drop
the week of April 26 and reached its lowest point since the week of March 29. This is 34 fewer items than the
same week last year.
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“Based on the current market changes as well as announced plant closures, sourcing has been challenging to say
the least,” said Samer Rahman, Senior Director of Meat and Seafood for Allegiance Retail Services. “With the
news reports on plant closures, customers are under the impression meat will not be available in any form. They
were alarmed by these reports and started loading up on fresh and frozen meats. An additional obstacle in
sourcing meat is the reopening of restaurant businesses in multiple states, resulting in foodservice companies
coming into the market to purchase their needs. This dynamic has affected the USDA markets to levels | have



never seen before. In a matter of days, the cost of middle meats has gone up over 30%. The ability to rebound
on product in the upcoming weeks is not likely. The demand is too high with limited product supply.

| have had to explore additional options, from Australian meats to frozen chicken and burgers to have as an
alternate offering to the customers the next few weeks.”

On the impact of the supply chain issues on the consumer, McCracken added, “Consumers will begin to begin to
see noticeable shortages of pork, beef and chicken at retail the first full week of May, as prolonged plant
closures and labor-related disruption have cleared fresh meat inventories.” Many consumer commented on
limited supply on the Retail Feedback Group Constant Customer Feedback system. “There was

limited meat/chicken to choose from. | totally understand this was most likely due to the pandemic.” Another
wrote in, “Unfortunately, COVID-19 has the meat department lacking a good selection. You probably need to
put limits on the amounts of meat per purchase, since the news media is hyping the possible coming shortage,
so that people don't start hoarding, like the toilet paper issue.” Shoppers are also noticing higher prices and
fewer meat features and additional safety measures many retailers are taking. “Prices have gone up on items
cause of the virus but there are people who cannot afford items especially meats with a very tight budget,” said
a shopper on CCF. Another said, “Just a little frustrated that there were no meats on sale. | was looking for a
roast, an item | do not purchase too often, but none were on sale and they are so expensive.”

McCracken agreed that the recent media attention on meat shortages drove another round of panic buying
starting the last week of April and going into May. “We are already seeing stronger foodservice demand for
meat as quarantine measures are lifted and restaurants reopen. The combination of tight supplies and renewed
foodservice interest drove beef prices to record highs, up 35% week-over-week,” said McCracken. “The sharp
drop in pork volumes and good demand also boosted pork prices, up 23% week-over-week, led by stronger loin
values and a recovery in bellies.”

Market shifts

Significant differences are observed when comparing dollar protein shares between the first week of March,
when sales were much in line with 2019 and the early part of 2020, and the week ending April 26. While shares
are influenced by holidays and differ from week to week, pork and beef’s share continues to be elevated in the
one week and year-to-date views, whereas chicken’s share is down in both. The same look at volume shows the
effect of pricing and the meat industry being out of balance at a macro level in terms of supply and demand.

Dollar sales Volume sales
Building Building

Week ending Week ending | calendar year calendar Week ending Week ending

3/1/2020 4/26/2020 2019 year 2020 3/1/2020 4/26/2020

Beef 53.3% 55.3% 53.6% 54.5% 37.0% 38.6%
Chicken 27.5% 25.0% 26.9% 25.9% 40.5% 37.4%
Pork 12.9% 14.0% 13.2% 13.2% 16.5% 18.5%
Turkey 4.4% 4.1% 4.4% 4.6% 4.8% 4.6%
Lamb 0.9% 0.8% 0.9% 0.9% 0.4% 0.4%
Veal 0.1% 0.1% 0.1% 0.1% 0.1% <0.1%
Exotic 0.3% 0.3% 0.3% 0.3% 0.2% 0.2%

Source: IRI, Total US, MULO, % of total fresh dollars | “All other” not reflected

The implications behind these numbers are that consumers have been, and are, buying cuts and kinds of protein
they may not be familiar with. This, together with the desire for meal variety, has resulted in big increases in
recipe searches on recipe websites, Pinterest and the various protein boards. Canada Beef reported a 77%
increase of users over March and an even higher 107% increases for April. Both months, the share of new users
was significant, an 83% increase of new users for March and 107% increase for April. According to Canada Beef,
Easter Sunday had the highest activity, with many new cooks looking for preparation know how information,



recipes and tips. Canada Beef’s consistent top search item is “how to cook a roast” followed by the recipe
section. Over the two-month span, website users between the ages of 25 to 34 year olds doubled, according to
Canada Beef. They also noted the largest change was seen by shoppers between the ages of 45 to 54, looking
for recipes to feed the family with restaurants limited to takeout only. Likewise, Robert Walker, President of the
Tennessee Sheep Producers, has seen great success with providing recipes. “We started a Facebook recipe
group for lamb that has taken off,” said Walker. “We were not sure what to expect, but engagement has been
terrific in terms of clicks, likes and comments.” Shoppers are exploring to bring variety to their kitchens, which is
a big opportunity for brands and retailers alike.

Sales Growth Drivers

Beef and chicken, the two largest proteins, saw the largest increases in terms of dollars during the week of April
26 versus the comparable week in 2019. In absolute dollars, beef sold an additional $229 million, with ground
beef generating 39% of these additional dollars, or +588 million. Chicken generated $79 million more during the
last full week of April versus the same week in 2019.

Ground

Ground proteins continue to be popular due to their versatility and ease of preparation. With the renewed surge
in meat purchases, limits on ground beef or the total number of meat packages persisted for many retailers.
Over the week ending April 26 versus the comparable week in 2019:

e Ground beef increased 55.8%

e Ground turkey, +46.9%

e Ground chicken, +61.2%

e Ground pork, +50.7%

A Detailed Look by Area

Total meat department sales were close to $1.5 billion for the week, with continued gains for the big three, that
have seen double and triple-digit increases ever since the week of March 15. Processed meats, sausages,
frankfurters and bacon continued to do extremely well also.

$ sales gains versus comparable 2019 week ending... S
3/1/20 3/8/20 3/15/20 3/22/20 3/29/20 4/5/20 4/12/20 4/19/20 4/26/20 04/26/20
TOTAL MEAT -1% +8% +80% +92% +36% +41% +43% +17% +50% $1.5B
Fresh
Fresh beef 0% +9% +73% +91% +37% +38% +42% +26% +58% S626M
Fresh chicken +1% +9% +71% +55% +28% +29% +19% +28% +39% $283M
Fresh pork -5% +8% +89% +102% +31% +31% +37% +46% +61% $159M
Fresh turkey 0% +10% +97% +128% +60% +49% +60% -0.6% +43% S47M
Fresh lamb +1% +4% +55% +55% +9% +29% +108% -43.1% -3% S9M
Fresh exotic +5% +15% +131% +123% +47% +63% +80% +18% +58% S3M
Processed
SmOked ham/ [v) 0, 0, 0, 0, () [v) 0, 0,
. -6% +4% +121% +236% +124% +245% +179% -67% -29% S21M
Sausage 0% +7% +97% +112% +40% +47% +39% +28% +53% S137M
Frankfurters -1% +11% +123% +127% +45% +50% +35% +29% +42% S61M
Bacon -6% +1% +82% +103% +35% +47% +49% +32% +67% $131M

Source: IRI, Total US, MULO, 1 week % change vs. YA

What’s next?

Going into May, several states have released detailed plans for re-opening in phases. In some, restaurants could
reopen starting May 1, though often with social distancing and occupancy rate restrictions in place. This is
resulting in a bump in meat demand over the severely diminished volumes seen these past few months. The
reopening of restaurants in these states may provide an indicator of consumers’ mental readiness and economic
ability to re-engage with foodservice. The widely covered meat shortages in consumer media caused a renewed



run on meat the first week of May, which likely means highly elevated numbers in next week’s results as well.
For the foreseeable future, it is likely that grocery retailing will continue to capture an above-average share of
the food dollar.

210 Analytics and IRI will provide sales updates weekly, every Monday. Meanwhile, please thank the entire meat
and poultry industry, from farm to store, for all they do to ensure supply during these unprecedented times.
#MeatFeedsFamilies #SupermarketSuperHeroes



