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Uncertainty surrounds egg prices following avian flu outbreak
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Despite the culling of 42.1 million egg-laying hens and young chickens as a result of avian flu, a number of

factors make it difficult to determine the impact on retail egg prices this year, experts say.

“It is impossible to predict the future at the retail level. The outbreaks have slowed down tremendously, but we

still have downtime ahead of us until we can start repopulating,” Lesa Vold, communications specialist at the

Egg Industry Center at Iowa State University, told SN in an email, referring to the time it will take to replace the

culled hens.

Vold said it would take up to two years for affected farms to return to pre-avian flu production levels. However,

she noted that some unaffected farms might keep hens in production longer than usual while adding new birds

if they have the housing capacity, which would increase output from those farms and help build the overall

supply.
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Moreover, more than three quarters of the affected birds were raised for production of liquid eggs, which are

mainly used as ingredients in other foods. Only a small percentage of culled layers produced table eggs, the eggs

sold at retail.

In addition, some countries have stopped importing U.S. eggs following the outbreak, so those eggs should be

available to domestic markets.

“We shouldn’t see a dramatic shortage of table eggs, especially if we consider any potential reduction in egg

exports,” said Vold.

At the same time, table egg production dropped 6.5% in May this year compared to the same period in 2014.

Fewer eggs generally means higher prices.

The USDA’s Economic Research Service reported that the wholesale price of a dozen large eggs in the New York

region averaged $1.69 in May, an increase of 30% over May 2014’s average. The agency predicts wholesale

prices will be up 15% for the year in 2015.

A few retailers have made consumers aware of supply issues.

Earlier this month, H-E-B told customers they could not buy more than three cartons of eggs at a time, Austin’s

KXAN-TV reported.
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In May, an Albertsons shopper posted a picture to Facebook reportedly showing an in-store sign in the egg case

that read: “Due to a nationwide egg shortage, we are experiencing significant cost increases from our suppliers.

As always, we will work to keep prices as low as possible for our customers.”

A spokesperson for Albertsons told SN he did not know where the sign was posted and said it was likely an

unofficial sign in a single store.

Other retailers said they expect avian flu to have an impact this year beyond

table eggs.

Kroger Co. CEO Rodney McMullen said in an earnings call earlier this

month that he expects inflation to be 1%-2% in 2015 but avian flu could be a

factor.

“We do expect to see some potential inflation out there in the poultry flocks as the avian flu issue hits. We don’t

know what’s going to happen with all the input ingredients that go into products from liquid eggs and how that

might affect a lot of products that contain that as an ingredient,” said McMullen.

Also this month, Kroger CFO and SVP Michael Schlotman addressed turkeys, another victim of avian flu, at the

Jefferies Global Consumer Conference in New York. The USDA reports that 7.8 million turkeys have been

affected by avian flu.

“If you like fresh turkeys and fresh big turkeys at Thanksgiving, don't expect to see a lot of great big Tom turkeys

at Thanksgiving because there really aren't going to be any. There'll be some frozen ones, but not fresh ones,”

said Schlotman.

SpartanNash EVP and COO Dave Staples also discussed avian flu in an earnings call last month in response to

an analyst question about protein inflation.

“I mean, the avian flu is pretty significant, right? And so, that will have an impact we believe,” said Staples.

In Costco Wholesale Corp.’s earnings call in May, CFO and EVP Richard Galanti said the retailer would be

willing to absorb any costs if chicken prices were to increase as a result of avian flu.

“I can only tell you what history has shown us is, is that when others were raising their chicken prices from

$4.99 to $5.99, we were willing to eat, if you will, $30 million, $40 million a year on gross margin by keeping it

at $4.99. And that’s what we’re — that’s what we do for a living,” said Galanti.
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