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Roadmap of Today’s Discussion

1. Broadly Highlight Economic Situation

2. Share Recent Research Findings w/ Dr. Jayson Lusk
=  What Has Caused the Increase in Retail Pork Prices? (June 2022)

= How Has Economy-Wide Inflation Impacted Consumer Sensitivity to
Pork Prices (Sept. 2022)

3. Leverage Meat Demand Monitor Insights

4. Provide Context & Encouragement

https://www.agmanager.info/livestock-meat/meat-demand
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Are we In a recession?

»"...committee broadly defines a recession as a
significant decline In economic activity
spreading across the economy, lasting
more than a few months. The committee
considers a wide range of indicators...”

Federal Reserve Bank, 2009
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https://files.stlouisfed.org/files/htdocs/pageone-economics/uploads/newsletter/2009/200902.pdf

Are we In a recession?

»*“...committee broadly defines a recession as a significant decline in economic
activity spreading across the economy, lasting more than a few months.
The committee considers a wide range of indicators...” Federal Reserve Bank, 2009

»While NOT a macroeconomist, GT’s take:

Regardless of formal definition, and hence official Yes/No
scoring of recessions, consumer behavior matters!
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https://files.stlouisfed.org/files/htdocs/pageone-economics/uploads/newsletter/2009/200902.pdf

Consumer Sentiment Evolves &
Matters for Demand

[ Consumer Sentiment From University of Michigan US recession
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Consumer Sentiment Evolves &
I\/Iatters for Demand

r Sentiment From University of Michigan ~~ US recession
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Consumer Sentiment Evolves &
Matters for Demand

AAA Daily National Average Gasoline Prices Regular Unleaded

Daily % Change
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Inflation In U.S. Highest in 4 Decades

FRED 24/ — Median Consumer Price Index
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Shaded areas indicate U.S. recessions. Source: Federal Reserve Bank of Cleveland fred.stlouisfed.org
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Real Wages Are Key

FRED ?;:} — Employed full time: Median usual weekly real earnings: Wage and salary workers: 16 years and over
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Shaded areas indicate U_S. recessions. Source: U.5. Bureau of Labor Statistics fred stlouisfed org
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Purdue’s Dashboard: Pork Prices ($/1b)

Relative to Average Wages ($/hr)

PURDUE

UNIVERSITY

Time-Prices

College of Agriculture

Time-Prices (How many Ibs or ounces can be bought with one hour of work)

@® All Ham (Excluding Canned Ham and Luncheon Slices) @ All Pork Chops @ Bacon, sliced

Category

10M
Select all 9.22

All Ham (Excluding Canned Ha...
All Other Pork (Excluding Cann...
All Pork Chops, per Ib. (4536 g... 647 8.24
All soft drinks, 12 pk, 12 oz, can... 4.76 ’ #167°5.05 497 6.70
All Uncooked Beef Roasts, per .., 4.00 5.08
All Uncooked Beef Steaks, per ... 2010 2012 2014 2016

All soft drinks, per 2 liters (676 ... 5 4.75 6.34 4.22 5.89 ) 418

9.35

2018

9.62 9.35 918

- P ] 8.7 ‘
%NM -ﬂ.?mhp\w.ﬁ,-mwﬂ --.M'ﬁ'ﬁf %4'%'“ -"w*uw'-,-_m

8.22

8.48 8.23

561 768
701 .48

2020 2022

All uncooked ground beef, per ... C

All Uncooked Other Beef (Excl... Average Wages ($ per hour)

o

Month/Year

1/1/2010 8/1/2022 $30

) { )

$25 $23.87 $24.17

Source: Center for Food Demand 2010 2012 2014 2016
Analysis & Sustainability (CFDAS) at O

$26.49

2018

2020 2022

Purdue University, and Department of
Agricultural Economics at Purdue
University.

Food Prices Inflation Adjusted Prices
Data Sources: U.S. Bureau of Labor
Statistics, CPI data from 2010 to

current year.

https://ag.purdue.edu/cfdas/

Qg PsManass;

Time-Prices

Jan. 2020, 1 hr work =

9.1 Ibs ham
8.4 Ibs pork chop
5.1 Ibs bacon

Aug. 2022, 1 hr work =

7.7 Ibs ham
7.6 Ibs pork chop
4.4 |bs bacon

K ANSAS STATE Agricultural Economics
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https://ag.purdue.edu/cfdas/

What Underlies Higher Retail Pork Prices?

=Supply-Drivers
= “Pushing up” prices?

=Demand-Drivers
= “Pulling up” prices?

*Broader Macroeconomic Drivers
= Historic increase in money supply underpin general inflation?
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What Underlies Higher Retail Pork Prices?

Relative Drivers of Change in Retail Pork Prices January 2020 to April 2022

Increases in Consumer Willingness-

to-Pay for Pork, 19.0%
General Macroeconomic

Factors, 50.2%

Increases in Pork Producer and Seller
Costs, 30.8%

Agricultural Economics

.info  research-studies/what-has-caused-increase-retail-pork-prices UNIVERSITY
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What Underlies Higher Retail Pork Prices?

Relative Drivers of Change in Retail Pork Prices
January 2020 to April 2022

Increases in Consumer Willingness-

to-Pay for Pork, 19.0%
General Macroeconomic

Factors, 50.2% Jan 2020 — Apr 2022, Nominal Retail
Pork +27.3%

*+13.7% from macroeconomic pressures

*+8.4% from Inner-industry supply-side
factors

*+5.2% from pork demand factors

Increases in Pork Producer and Seller
Costs, 30.8%

Agricultural Economics
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How Is Elevated Inflation Impacting Pork
Price Sensitivity?

First Consider Econometric Evidence from IRI Data

=Jan 2017 — Aug 2022, 51 U.S. Retail Pork Markets (n=14,208)
Table 1. Own-Price Elasticity Estimates, Across CPI-Delineated Regimes (Mixed Model Approach)

Breakfast Dinner Pork
CPI Regime Loin Bacon
Sausage Sausage (Aggregate)

CPI Reglme 1 (Under 2.5%) -0.488 -1.286 -1.746 -3.972 -1.122 -1.773 -0.676
CPI Regime 2 (2 5%-3.0%) -0.547 -1.399 -1.680 -4.141 -1.218 -1.798 -0.830
CPI Regime 3 (3.0%-4.0%) -0.466 -1.596 -1.646 -4.068 -1.256 -1.783 -0.677

-1.003 -1.467 -1.961 -4.299 -1.088 -1.789 -1.246
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How Is Elevated Inflation Impacting Pork
Price Sensitivity?
=Jan 2017 — Aug 2022, 51 U.S. Retail Pork Markets (n=14,208)

Table 2. Own-Price Elasticity Estimates, Across Calendar Years (Mixed Model Approach)

Breakfast Dinner Pork

Sausage Sausage (Aggregate)

€
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How Is Elevated Inflation Impacting Pork
Price Sensitivity?

=Jan 2017 — Aug 2022, 51 U.S. Retail Pork Markets (n=14,208)

*Implication Example Consideration:

» I price sensitivity increasing in LOIN category
should industry adjust marketing, promotion,
featuring activity of LOIN products?
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How Is Elevated Inflation Impacting Pork
Price Sensitivity?

Now Consider Trends in Meat Demand Monitor (MDM)
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Monthly Meat Demand Monitor, Methods, and

Supportingdnformation

Home / Livestock & Meat / Meat Demand / Monthly Meat Demand Monitor [Survey Data]

K-ANSAS STATE Agricultural Eca
UHIVERSITY

nemics

Sign up for weekly email
updates.

K-State College of Agriculture Links

Extension Agent Link

Livestock & Meat
Projected Feeder Cattle Prices
Cattle Finishing Returns

Meat Demand

Monthly Domestic Meat Demand

Indices [USDA/BLS Data]

Monthly Fxnort Meat Nemand

https://www.agmanager.info/livestock-meat/meat-

Monthly Meat Demand Monitor [Survey Data] I ]ol=

The Meat Demand Monitor (MDM) project is funded in-part by the beef checkoff and the pork checkoff. Monthly reports and

supporting documentation are available here.

BEEF o
K-STATE pora

Research and Extension CheckOff

]

Funded in par by
Ihe Beef Checkoff,

Meat Demand Monitor Dashboard (National Maps & State-Level Summaries)
LINK

Monthly Meat Demand Monitor

Title Author Date Downloads
Meat Demand Monitor - August 2022 Tonsor Septemnber 1, 2022 :]
Meat Demand Monitor - July 2022 Tonsor August 5, 2022 :]
Meat Demand Monitor - June 2022 Tonsor July 1, 2022

KANSAS STATE

Agricultural Economics

demand/monthly-meat-demand-monitor-survey-data

UNIVERSITY
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How Is Elevated Inflation Impacting Pork
Price Sensitivity?
Trends in Meat Demand Monitor (MDM)

=Q2.2021 to Q2. 2022
= Reported household income: up 0.3%

= Spending on food for at-home consumption: up 6.4%
= Spending on food for away-from-home consumption: up 1.4%
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How Is Elevated Inflation Impacting Pork
Price Sensitivity?

Trends in Meat Demand Monitor (MDM)
=Q2.2021 to Q2. 2022

= Reported household income: up 0.3%
= Spending on food for at-home consumption: up 6.4%
= Spending on food for away-from-home consumption: up 1.4%

= Protein Values & Relative Role of Price
=(Q2.2021 46.3% indicated Price was a top 4 consideration
=(Q2.2022 48.2% indicated Price was a top 4 consideration

S
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Share Indicating Price is Top Protein Purchasing Factor, Q2.2022 (Source:

Quarter 2 2022]

Share "Most Important” -
Price
0.39-045
0.45-049 MEXICE
o 0.49 - 0.54
L 0.54-0.72

Leaflet | Tiles @ Esri — Esni, Delomme,

%@AgManag.ienfro Trends in Meat Demand Monitor (MDM)

Meat Demand Monitor Dashboard)

Q2-2022

Nationally: 48%

CO: 72%

VA: 39%

KANSAS STATE Agricultural Economics
UNIVERSITY




WTP Indices (Feb 20' = 100), Pork Chop Offerings
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Which of the following best describes changes you have made in response to
higher retail meat prices in 2022 (please check all that apply)?
40%
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Are consumers adjusting where they buy
thelr protein for at-nome consumption?

Percent of At-Home Meals by Protein Source

100%
o 6% 2% o (]
5%‘: :)7: 32{’ 6% D70 52/6
80% 7% ° Order Online from Online Service

(such as Amazon, Peapod, Fresh
22% Directete)
Club Store (such as Costco, Sam's

60% Club, etc.)
0,

20% Mass Merchandiser (such as Wal-

40% Mart, Target, etc.)

30% B Ordered Online from Local Grocery
Store and Delivered to Your Home

20%

10% B Ordered Online & Picked Up from
Local Grocery Store

0%

B Grocery Store (such as Kroger,
Safeway, etc.)

20% 20% = 17% 22% 23%

Breakfast Lunch Dinner Breakfast Lunch Dinner

Jul-22 Aug-22
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All 1s Not Lost!
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Have Price Expectations Peaked?

Average retail meat price expected next month, compared to current prices
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USDA & MDM Info:
Meat Demand Outdoes Meat Avolidance

Meat Science 190 (2022) 108843

Contents lists available at ScienceDirect

Meat Science

journal homepage: www.elsevier.com/locate/meatsci

U.S. perspective: Meat demand outdoes meat avoidance e

Glynn T. Tonsor %, Jayson L. Lusk ™"

# Department of Agricultural Economics, Kansas State University, United States of America
® Department of Agricultural Economics, Purdue University, United States of America

@@ AgManager https://www.sciencedirect.com/science/article KANSAS STATE | Agricultural Economics
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Self-Declared Diet Tracking

Self-Declared Diet, Feb. 2020 - Aug 2022 (Source: MDM Project)
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Self-Declared Diet Tracking

‘Quarter 2 2022

‘ Q2-2022

Nationally: 70%

KY & WV: 82%
IN & OK: 81%

UT: 52%
CA: 59%

Share -

Regularly consumes meat
0.52 - 0.67
067-0.72
— 0.72-0.78
T el 5 —
Leafiet | Tiles © Esn — E=n, DelLome,
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GT’s Thought Framing
Suggestions
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2 N http://library.meatingplace.com/publication/frame.php?i=727245&p=72&pn=&ver=html5
&8 “Any good business plan or policy
B needs a clearly stated goal...”

LN MO A
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http://library.meatingplace.com/publication/frame.php?i=727245&p=72&pn=&ver=html5

http://library.meatingplace.com/publication/frame.php?i=727245&p=72&pn=&ver=html5

. “Any good business plan or policy
needs a clearly stated goal... ”

» Think global

»Manage local & focus on things you can
Influence
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http://library.meatingplace.com/publication/frame.php?i=727245&p=72&pn=&ver=html5

cc+ 2

LISTEN

Wa have two agars and ona mouth so that wa can

gEd'elurqElURE]

listen twice as much ag wo spaak.
Epicieiues

“MY DEAR BROTHERS AND SISTERS, TAKE NOTE OF
THIS: EVERYONE SHOULD BE QUICK TO LISTEN,
SLOW TO SPEAK ...” JAMES 1:19

\@@‘; AgManager KANSAS STATE

.info UNIVERSITY
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See full research reports & MDM webpage for much
more Information:

» https://www.agmanager.info/livestock-meat/meat-demand/monthly-meat-demand-monitor-survey-data

» https://ksumeatdemandmonitor.shinyapps.io/MDMapp/

» https://www.agmanager.info/livestock-meat/meat-demand/meat-demand-research-studies/what-has-caused-
increase-retail-pork-prices

g4
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https://www.agmanager.info/livestock-meat/meat-demand/monthly-meat-demand-monitor-survey-data
https://ksumeatdemandmonitor.shinyapps.io/MDMapp/
https://www.agmanager.info/livestock-meat/meat-demand/meat-demand-research-studies/what-has-caused-increase-retail-pork-prices

More information available at:

@@Q AgManager

This presentation will be available in PDF format at:
http://www.agmanager.info/about/contributors/individual/tonsor.asp

Glynn T. Tonsor
Professor
Dept. of Agricultural Economics
Kansas State University
Email: gtonsor@ksu.edu
Twitter: @ TonsorGlynn

-info UNIVERSITY
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