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Report Highlights:

Mexican poultry production continues climbing even in the face of additional avian influenza

outbreaks. Consumers are demanding increasing volumes of broiler meat which is leading to greater
imports even with the threat of antidumping duties on U.S. chicken leg quarters. U.S. exports of poultry
meat and products will likely top $1 billion again in 2013 as food manufacturers, retail outlets, and
restaurants gain experience handling U.S. product.



Commodities:
Poultry, Meat, Broiler
Poultry, Meat, Turkey

Production:

Poultry

The Post forecast of Mexican commercial broiler meat production for 2014 is 3.05 million metric tons
(MMT) as the sector’s continued consolidation along with improved production systems has enabled the
industry to overcome the challenges of the 2012 and 2013 Highly Pathogenic Avian Influenza outbreaks
across the country. Sources continue emphasizing that the 2012 HPAI outbreak in the State of Jalisco
had minimal effect on commercial broiler meat production and product availability as the problems was
largely isolated to layer operations. Implementation of biosecurity programs and other measures to
support the progenitor sector has been an essential to maintaining production growth. Mexican broiler
producers are optimistic that full recovery is possible by the end of 2013 or early 2014 provided that
they are isolated against any potential new Al outbreaks.

Post’s 2013 revised broiler production estimate of 3.0 MMT takes into account industry’s ability to
safeguard itself against larger HPAI losses and reflects long-term trends of steady growth. According to
the National Poultry Union (UNA), the 2012 domestic flock decreased only 2.5 percent despite the
attention focused on the sector for the HPAI losses as many of the affected farms were layer operations
and do not factor into broiler production. Post’s 2012 broiler production estimate remains unchanged.

Lower Priced Feed Offset by Increased Biosecurity Costs

Feed remains the greatest contributing factor to poultry production costs. The sector estimates increased
corn production will lower input costs; however, biosecurity requirements continue driving production
costs higher. As previously reported, the Mexican Government launched biosecurity campaigns to
increase awareness of the benefits of enhanced measures while also requesting industry implement
additional surveillance to preserve and protect the flock health. As firms implement and maintain these
measures, production costs have increased and are expected to remain higher over the medium- to long-
term.

Main Producers States Appear To Be Recovering Production Levels

Official data from the Mexican Government for 2013 is not available, but sources suggest that broiler
production will continue to be concentrated in the leading producing states. In 2012 and 2013, several
of the leading producing states (Jalisco, Aguascalientes, Guanajuato, and Puebla) were affected by
HPAI outbreaks.
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Table 1. Mexico: 2012 Poultry Production, Pnces, Value, and Weight by Mexican State

. ) Production Aveg,
State Volume Ve T Value (1000 ‘i.i.-‘eight
(MT) (Pesos)Keg Pesos) Ks)

JALISCO 380,612 1005 742049 2208
DURANGO 357,267 1628 5816.540 2491
VERACRUZ 351,038 208 8067.920 2203
AGUASCALIENTES 333,78 1915 6391.689 )
QUERETARO 270,905 2079 5631084 2118
GUANAJUATO 220,727 1581 3489249 2258
PUEBLA 192,831 202 3895321 2201
CHIAPAS 188050 1986 3733843 2055
SINALOA 164915 1799 2.967.365 1992
YUCATAN 148,205 2196 3,256,009 2201
MEXICO 124,465 2177 2709312 2260
NUEVO LEON 120,887 1711 2068531 201
COAHUILA 105.626 147 1552973 2058
SAN LUIS POTOSI 94,886 1759 1668.796 1988
HIDALGO 76,809 200 1698435 2360
MICHOACAN 63.807 1922 1226304 2136
MORELOS 61.681 155 940,702 2500
NAYARIT 45,524 13.49 614.189 1821
SONORA 37.827 10.97 414.997 1875
TABASCO 27,386 2425 664,042 2.004
CAMPECHE 25.266 16.02 427,562 2556
OAXACA 15377 18.76 288 461 1824
GUERRERO 14,531 212 308,086 2061
COLIMA 13,113 187 245,186 1863
QUINTANA ROO 6.162 16.19 99,79 215
ZACATECAS 4.404 16.95 74.661 224
CHIHUAHUA 3.610 177 63.963 1836
BAJA CALIFORNIA 1,347 2115 28,501 2279
TLAXCALA 012 16 14,581 2255
BAJA CALIFORNIA
SUR 757 17.13 12,058 2,005
TAMAULIPAS 50 1441 8534 1601
DISTRITO FEDERAL 67 11 1.489 2799

National Total 3.462.556 19 65801656 2163

Source: SIAP (Mote: This information 15 different from USDA = official and Post's own
estimates. The data could include broilers, layers, etc. from both commercial and non-
commercial operahons whereas Post’s report 15 focused solely on broiler production).

Turkey
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Post’s 2014 commercial turkey meat production forecast is 10,000 MT. This represents zero
growth/loss over Post’s 2013 revised production estimate. Post’s 2012 production estimate of 14,000
MT remains unchanged.

Producers have little incentive to expand production and have actually contracted since 2012. Producers
report that they find the production system for breeding, growing, slaughtering, and further processing
extremely challenging with little incentive to increase production as products compete with imports and
producers have only a seasonal period when their products are consumed as whole turkeys.

In Mexico, the growing period for gobblers and hens remains 15 and 13 weeks, respectively. During
the first 5 weeks, jakes and jennies are kept in temperature and light controlled houses. After this
period, turkeys are taken to outdoor pens until desired weights are reached. Gobblers are slaughtered at
an average weight of 12 kilograms while hens are slaughtered at an average weight of 9 kilograms.

Industry sources report that approximately 60 percent of turkeys are sold raw for processing while the
remainder is produced for more intensive manufacturing, cutting, and smoking.

Table 2. Mexico: 2002 Turkey Production, Prices, Value, and Weight by Mexican 5tate

Volume  Awvg. Price  Production Value

State (MT) (Pesos)/Kg (1000 Pesos) Ave. Weight (Kg)
CHIHUAHLA L.216 28.99 168,571 8521
YUCATAM L6718 3312 123,056 9601
MEXICO 3,523 3355 118,345 15
FUEBLA 3,081 3134 98,715 L.862
TABASCO 1,564 3222 63,286 7.682
HIDALGO 1,543 216 45,630 8497
VERACRUZ 1353 40.29 54,452 7085
GUERRERO 1,153 29.82 35,566 6931
CHIAPAS 1,114 35.05 39,095 L4358
CAMPECHE 687 3143 21 502 S 787
OAXACA o7 38331 22 865 L.7E1
TLAKCALA 263 2813 7,406 8785
OUINTANA BROD 154 3588 6,949 6.836
ZACATECAS 181 2268 4,105 7.283
MICHOACAN 158 249 3,945 5747
SAN LUIS POTOSI 85 15.01 1,342 6.2
QOUERETARD 71 27.04 1,531 7108
COLIMA G 2135 129 2. 688
JALISCO 2 2758 42 §.003

Mational Tota 27,534 32159 886,334 7718
Source: SIAP

NOTE: Not official USDA data and differs from Post estimates as the product definitions and
categories could be different.
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| Type of Bird Heads |

ving Hens in Production 7002,
[Laving Hens in Production* 137002043
ets in Grow Cut 41.100.61

1zht Breeding Hens in Production 1,310 857

'ghIEreedeHem in Grow Out 40712

eavy Breeder Hens in Production 906492

eavy . Breeder Hens in Grow Out 574,

1zhit Prngmtm' Hens m Production

izht Progenitor Hens in Grow Out i
[Heavy Progenitor Hens in Production 180593
[Heavy Progenitor Hens in Grow Qut 120,003
[Broilers (Per cycle)** 270,317 494
[Breeding Turkey Hens for Turkey Poults production 0080
Turkevs (Per cycle) 312.023
Total Poultry Flock 465,875 490
* It 1s estimated that there are 41 millions of laying hens of i cycle
** 5.6 cycles per year

Consumption:

Broiler meat

Seeking More Protein, Consumers Choose Broiler Meat

The Post 2014 broiler consumption forecast is 3.73 MMT and the post consumption estimate for 2013
has been increased to 3.67 MMT. Private sources indicate that consumption growth is recovering and
per capita consumption levels appear on the upswing. Post’s 2012 consumption estimate is unchanged.

Consumers are seeking more animal protein in their diet and broiler meat, e.g., chicken leg quarters or
processed chicken products, has remained an economically viable option. Consumer perception has not
been misguided in the wake of the HPAI outbreaks about the safety and quality of poultry products.
Additionally, the creation of more points of sale and increasing numbers of fast food style restaurants
has exposed more people to broiler meat products.

UNA reports that six out of ten Mexicans include poultry products in their diet. UNA reports, as well,
that per capita consumption has increased from 15.83 kg in 1994 to 25.8 kg. in 2012. UNA is
forecasting continued, albeit smaller, growth in 2013 and 2014.

This growth has been possible as more consumers have been exposed to more broiler meat options at
attractive prices. Dark meat remains consumers’ preferred poultry meat and is still consumed in higher
volumes among low-income households. High-value cuts and added-value products are consumed by
middle and upper income households.

Prices Stabilized through Increased Imports and Larger Production
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Historically, the demand for broiler meat has been income elastic. After eggs, it has been one the most
affordable animal protein sources. For the first seven months of 2013, broiler prices showed greater
increases than in prior years and despite not having as significant an impact on production, the price
changes have been attributed to the HPAI outbreaks in Guanajuato. (Note: the HPAI outbreaks in
Guanajuato affected progenitor establishments). Recently, prices have softened as supplies (i.e.
domestic production and imports) are now meeting demand.

For the first eight months of 2013, broiler prices averaged 31.06 pesos per kilogram (U.S. $ 1.03 per Ib.)
while CLQ’s averaged 28.79 pesos per kilogram (U.S. $0.95 per 1b.) [1]. During the second half of
2012, prices for pork and beef were increasing and, as such, demand for poultry meat remained strong.
Pork prices averaged 35.00 pesos per kilogram (U.S. $1.16 per Ib.) and beef prices averaged 47.40
pesos per kilogram (non-fine cuts at U.S. $1.57 per Ib.) [2].

Table 4. Mexico: 2012-13 Monthly Wholesale Whole Chacken Prnices (Pesos/Eg) m Memxico City

Month o1z 013 % Changze 11713
January 25.68 2843 14.60
F'ehruar;r 2684 30.52 13.71
plarch 2495 31.92 27.94
April 19,92 33.10 66.16
Blay 277 3548 3582
June 2452 37.19 5167
Tuly 25.79 2932 13.69
Anzust 463 21.53% -12.59

eptember 26.38 n'a n'a
[October 2783 n'z n'a
Movember X716 n'a n'a
[December 28.38 n'a n'a
Annual Ave. 15.18 n'a n'a
= New York dressed (whole chicken including offal)

ource: SINIIM, Secretariat of Economy

As of 3 week of August
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Table 5. Mexico: 2012-13 Monthly Whelesale City Chicken Leg Cuarfer Prices (PesosKg) in

Mexien City

Month 012 D13 % Change 12/13
January 3051 2814 =177
[February 30.87 30.53 -1.10
plarch 2592 31.91 2311
April 21.83 33.09 51.58

[ay 24 83 3438 3546
June 2529 37.33 47.61
Juhr 2341 3458 23.13
August 2441 3018 2547

eptember 2438 n'a n'a

ber 26.72 n'a n'a
Movember 28.12 n'a n'a
December 2791 n'a n'a
Annual Ave. 26.60 n'a n'a

source: SNIIA, Secretariat of Economy

As of 3" week of August

Ul Angust 2013 exchange rate at MO $13.29 per USD $1.00
%2012 Average exchange rate at MX $13.17 per USD $1.00

Chart 1. Mexico: Comparizon of U5 CLQ |, imported U.5. CLOs, and Mexican national Leg and
Muscle (i.e., Mexican cut CLO) Prices converted to U.5. 5/Kilogram

—

52.75
/—-SN 1M Pierna y Muslo
$2.25 404
{Fzn)
= imp CLO 02071303

=l 5. CLO 4710

5175

5, CLO Bulk

5075

"-u-"r"'.-"u"\-*.- '\-"u".-"‘\-"u"uﬁh":-’a-'ﬂ“:ﬁ

JIIFTERP3 117708067

Source: Mexican data from SE/SNIIM, Exchange Fates from Banco de Mexico, US. Pnices
from AMS Poultry Market News for southern states daily broiler/fiver parts, Imported product
prices from INEGL

Turkey meat
Whole Turkeys Still Consumed Seasonally, but Processed Turkey Products Consumed

Throughout the Year
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Post’s 2014 turkey consumption forecast is 175,000 MT which is slightly greater than post’s revised
2013 production estimate of 173,000 MT. Post’s 2013 consumption estimate is based on greater than
initially estimated imports for the first half of the year which far surpassed domestic supply. Post’s
2012 consumption estimate was revised downward from USDA’s estimate as imports were lower and,
again, constitute the bulk of turkey meat consumed in Mexico.

Whole turkeys are viewed as a seasonal food consumed during holiday festivities and have not taken on
great consumer acceptance as something to eat throughout the year. Nevertheless, industry has a strong
interest in making turkey meat more accessible to consumers by increasing points of sale or expanding
types of turkey products (e.g., ground turkey meat) in existing points of sale. The overwhelming share
of turkey consumption remains deli-style meats where turkey is one component along with fillers (e.g.,
Jamon de Pavo which is a formed turkey “ham”) often sold in retail outlets and grocery stores.

Mexican per capita consumption is between 1.4 and 1.5 kilograms and has generally been flat over the
last several years. Over the past ten years, turkey per capita consumption is down.

Trade:

The United States exported over $1.1 billion in poultry and poultry products to Mexico in 2012 and is
on pace to far exceed that level in 2013 and should do so in 2014, as well. During the first five months
of 2013 approximately 98 percent of Mexico’s chicken and turkey imports originated from the United
States. The remainder came from Chile and in a smaller proportion, Canada. On May 15, 2013, The
Secretariat of Economy (SE) announced in the Mexican Federal Register (Diario Oficial) a duty-free
import quota of 300,000 MT fresh, chilled or frozen broiler meat under HTS codes: 0207.11.01,
0207.12.01, 0207.13.03, 0207.13.99, 0207.14.04, and 0207.14.99 for calendar year 2013. Later, SE
extended the original duty-free period from December 31, 2013, to February 28, 2014. At present,
Brazil seems the only country that may be a source for these additional imports as the Mexican
Government has recently authorized 3 poultry slaughter/processing establishments the required
equivalence and zoosanitary access to the Mexican market. Industry sources, however, anticipate that
Brazil will only be able to fill a small portion of this quota as logistical and transportation costs will be
prohibitive to fully utilizing the newly gained tariff free quota access.

Broiler meat

Mexico’s Imports from the U.S. Will Increase Despite the Possibility of Brazilian Competition
The Post 2014 broiler meat import forecast is 690,000 MT; slightly higher than the revised 2013 Post
estimate of 675,000 MT. Poultry meat imports have been increasing gradually over the years as meat
processors become more accustomed to working with imported products like mechanically
separated/deboned poultry meat and imported chicken leg quarters as well as fast food establishments
expand and offer processed chicken products (like breasts and other meat for chicken patty sandwiches).

As poultry prices have remained competitive with regards to pork and beef, consumers are continuing to
demand poultry products and domestic production is not able to meet supply at current prices. As such,
imports are expected to continue growing and are likely to be even greater than USDA’s previous 2013
estimate of 640,000 MT. The import estimate for 2013 was revised upward to reflect likely scenarios of
year to date trade continuing to expand for the remainder of the year. Moreover, as the Government of
Mexico (GOM) has held antidumping duties on U.S. CLQs in abeyance, importers have continued
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bringing more products into Mexico. Import estimates for 2012 were kept unchanged and are based on
official data.

Industry sources report that although SE issued a duty-free quota for numerous poultry products, these
sources have cited logistics challenges; including cold storage capacities at Mexican water ports as
something that could curb imports. In addition, these sources believe that transportation costs, handling,
and a limited cold chain may limit the opportunity for other suppliers to get products to Mexican
consumers. Furthermore, these challenges will likely result in reduced shelf-life and quality challenges.

The Post 2014 export forecast is 5,000 MT and the revised 2013 export forecast is now 5,000 MT, as
well. Numerous export destinations closed their doors to Mexican poultry after the HPAI outbreak in
the State of Jalisco in mid-2012. Moreover, the January/February 2013 HPAI outbreaks in the states of
Jalisco, Aguascalientes and Guanajuato worked against Mexico gaining greater international market
access in new locations. Mexico’s current exports are limited generally to processed products that have
received thermal processing.

Mexico has not completed the necessary requirements for equivalency in poultry slaughter nor does it
have U.S. recognition as disease free for exotic Newcastle disease or Avian Influenza that would afford
it greater access to the United States and the ability to use Mexican origin and Mexican slaughtered
broilers. The 2012 export figure was kept unchanged to reflect official figures.

Turkey meat
The Post 2014 import forecast is 166,000 MT, which is marginally greater than the Post 2013 revised

estimate of 164,000 MT. The 2014 forecast is based on sustained demand from domestic processors
which cannot source ample supplies (e.g., turkey legs) from domestic production. Import estimates for
2013 were adjusted upwards based on current trade trends and lower than earlier anticipated domestic
production. For 2012, import figures were revised downward to reflect updated official data.

As previously stated, the domestic consumption of whole or smoked turkey is seasonal, so imports of
mechanically separated/deboned turkey meat, either chilled or frozen, to prepare deli meats and related
products is anticipated to continue growing. Consumers appear to prefer some of these products which
are considered to be healthier and lower in fat content than other deli meats.

The Post new 2014 export forecast is 1,000 MT which has been stable for the past several years. It
appears the United States is the largest export destination for these products which have likely been
sourced from U.S. imported turkey meat and processed into added value products under HTS 1602.31.
Post’s 2013 and 2012 Mexican turkey meat export estimates are unchanged.

Policy:

AD Investigation into Imports of U.S. CLQs

Mexico has chosen not to impose any duties on imported U.S. CLQs. On August 6, 2012, the GOM
through the SE announced the final resolution for the AD case on the import of U.S. CLQs and the
compensatory duty levels for these imported products. However, in light of the 2012 Al outbreak in the
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state of Jalisco and increased poultry and egg prices, SE determined that the compensatory duties would
not be imposed until the supply and demand situation stabilized.

Mexico Disease Status

HPAI Outbreak in Jalisco, Again

News of another HPAI outbreak in Jalisco in August 2013 shocked the poultry sector. Zoo-sanitary and
animal health authorities from the GOM notified the World Organization for Animal Health (OIE)
about the resurfacing of an Al outbreak in the state of Jalisco in early August. This situation is
reportedly under control after the zoo-sanitary measures were implemented in the area. SENASICA
reported that nearly 359,000 laying hens were found to be affected by the H7N3 HPAI virus.

Marketing:

Broiler and Turkey Meat

Mexican consumers continue looking for healthy protein sources at affordable prices. To meet this
demand, the U.S. and Mexican poultry industry organizations have been working together to develop
poultry products that are tailored for the Mexican consumer preferences and price points. A means to
do this has been working with Mexican culinary and food science schools to develop potential products
and menu offerings. Processed poultry products have shown potential as something that Mexican
processors could use to meet the growing need for ready-to-eat products demanded by national and
regional supermarket chains. These value-added products often use imported raw materials that are
further processed locally.

Production, Supply and Demand Data Statistics:

Pouliry, Meat, Broiler Mexaco A2 2013 2014

Morkaei Yesr Bagine Jan 2001E Mariet Yoor Bagiec don 2013 Maorked Year Bagin: Jan 2014

LESOA, Cfficiad How Post LS I, Crificiad Peras i LSO Gificial How Post
Imveninry (Beference) L' C q L' {
Slanzhter (Feference) 0 C i 0 il
Besinning Stocls { L { { {
Produocoon a5 it LB A, 00 30
Total Imparts 104 G1& 4 4673 15
Total Supaly 15M 3374 3,615 EX-T 1,133
Total Exporiz 5 5 R 5 5
Huoman Consnoepdion 3,338 3,588 3,607 A,67 EE
Orther Use, Losses { C { {
Total Dom. Consumphion E 3565 3607 X EfE
Total Use 351 3574 3,615 3,677 3,735
Endmz Stocks i L i i {
Total Dastribmtion 3.5M 3574 3,615 3,677 EAE

MIT. HEAT), 1000 MT, PERCENT, PEOPLE, EG

NOT OFFICIAL USDA DATA
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Poultry, Meat, Turkey Mexeo 2012 2013 2014

Markm Year Begin Jan 2002 Masint Yaar Begiec Jon 2013 Manket Year Bagin: Jan 2014

LS0A Oficial Now Post LS TN, Crficiad Péow Pt LISDA Official Hew Post
Inventory (Reference) C C ] | C
Slamshter (Reference) L L i i L
Besinming Stocls C C ] | L
Produocoon 14 14 | E [ 1c
Total Imparts 170 16C 135 154 16
Tatal Supply 184 17 158 4 17
Taotal Exports | 1 1 1 1
Human Consnmpion 183 £ 147 173 173
Orther Use, Losses C C ] | C
Taotal Dom. Consmmphon 183 1A 147 173 173
Taotal Use 134 17 158 174 17¢
Eniding Stocks C C d | C
Taotal Distribution 134 17 158 14 17¢

MIT. HEAD, 1000 MT, PERCENT, PEOPLE. K5

NOT OFFICIAL USDA DATA

Commodities:
Poultry, Eggs

Production:

General information:

The Post 2014 Mexican table egg production forecast is 2.6 MMT as the sector continues struggling
with Al outbreaks. Despite the August 2013 Al outbreak in Jalisco laying hens, official and private
sources estimate that egg production will stabilize. UNA’s estimate for 2013 egg production is
2,547,361 MT. Mexican industry reports suggest that farms have been repopulated at a rate of 4.5t0 5
million birds per month. UNA’s latest data for 2012 egg production was 2,386,576 MT.

Previous to the Al outbreak, per capita consumption of eggs in Mexico during 2011 was 22.4 kilograms
(approximately 330 eggs) per person. Per capita consumption is estimated to have dropped in 2012 and
2013 to about 20.8 kg due to higher egg prices and scarcer product availability.

Will U.S. Egg Exports Persist in a Post-HPAI Outbreak Mexico?

Mexican firms have been importing U.S. eggs to help meet Mexican demand for table eggs as well as
eggs for breaking/processing use. As reported in other GAIN reports, SE announced a tariff rate quota
for eggs from several countries but few others, with the exception of Colombia, have been able to
supply eggs into Mexico at competitive prices. NOTE: Under NAFTA, the United States has duty free
and unlimited egg access to Mexico.

Imports of both table eggs and egg products should remain strong through 2013 and in 2014 as
customers, especially processors, become more familiar with U.S. eggs and egg quality and logistic
challenges are broken down with increased experience. As sourcing domestic eggs at affordable prices
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has been difficult for many Mexican egg purveyors, many firms import U.S. eggs and transfer them to
their own branded egg containers for sale at wholesale markets or retail outlets. Imports of U.S. egg
products, including liquid egg mixes also substantially increased since 2012 and should remain strong in
2013 and 2014.

Refrigerated or Unrefrigerated. Is that the Only Question Facing Egg Imports?

Local traders reported some concerns about importing larger volume of U.S. table eggs because of the
lack of refrigeration facilities at large terminal markets. Other concerns expressed with U.S. eggs have
been the color of their yolks which are lighter than what Mexican consumers are accustomed to using.

Some distributors believed that only U.S. eggs needed refrigeration but the practice is now gaining
support for the refrigeration of even domestic eggs in Mexico. As to yolk coloration, some buyers
thought that lighter colored U.S. egg yolks spoke to lower nutritional values in U.S. eggs. The U.S.
Poultry and Egg Export Council (USAPEEC) has undertaken marketing and educational efforts to
tackle this misconception and indicate that yolk color differences are related to feed ingredients and not
nutritional attributes. Also, USAPPEC has led some educational efforts to raise consumer and
processor awareness about the U.S. egg grading system which should help clarify issues across all egg
classes.

Mexican egg exports decreased due to supply limitations and the closure of foreign markets. As of
today, Mexican egg and egg product exports are only SPF eggs and egg products that have received a
thermal process.

Egg Prices

Within one week of HPAI onset, egg prices skyrocketed 30 percent compared to the week before the
outbreak. By early January 2013, prices were falling (see chart below) and according to the National
Service of Market Information (SE/SNIIM) ranged between 23 and 27 pesos per kilogram for most
urban centers. Prices have been generally within that band for the year as Al outbreaks have come and
gone.
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Chart 2. Mexice: Major Market Retail Egg Prices at Wholesale Marketsin L 5 502 Left s
-, and U.5. egg prices at U.5. Warehouses in U.5. 5/Dozen (Right Axis)
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