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Euler Hermes U.S. food industry outlook: Drought and livestock disease expected to create 
pressure & operating margin headwinds across the supply chain 

 
 
BALTIMORE, Md.  – 10 JULY 2014 – U.S. consumers should expect higher grocery store prices as drought 
and livestock disease have negatively impacted food supply, according to Euler Hermes, the world’s leading 
provider of trade credit insurance. In addition to domestic constraints now filtering downstream, global supply 
concerns are likely to fuel the rising trend in commodity prices, especially as global demand continues to 
increase. 
 
“With a growing international dependence on U.S. food production, the impact of any supply disruption is far 
reaching,” said Umar Sheikh, food industry expert at Euler Hermes Americas. “The 2012 Midwest drought, the 
current California drought and livestock disease have all contributed to higher consumer prices domestically and 
abroad. The industry’s ability to manage such disruptions will determine the impact on consumers’ wallets.” 
 
 

From Producers to Consumers 
 
While consumers will absorb some increase in prices, producers will find it difficult to fully pass on the higher 
input costs. The challenge was already evident in Q1 2014, as producer costs for several commodities 
increased faster than consumer prices. This may result in lower retail margins.  
 

 
Source: Bureau of Labor Statistics 

 

The California drought’s impact is also expected to become more severe later this year, producing lower-than-
normal yields for products such as avocados, grapes, lettuce, tomatoes and tree nuts. Further, there is no relief 
in sight for high consumer beef prices.  Ranchers processed livestock in greater numbers over the past two 
years, as feed prices skyrocketed due to the Midwest drought. Cattle inventories have reached lows not seen 
since the 1950s, when the U.S. population was roughly half of what it is today. It will take several years to 
rebuild herds. Pork prices are also expected to remain high due to an outbreak of the porcine epidemic diarrhea 
virus (PED or PEDv) beginning in 2013, detected in over 4,700 farms and 27 states to date. 
 
 
 
 
 

http://www.eulerhermes.us/Pages/default.aspx
http://www.eulerhermes.us/credit-insurance/expertise/Pages/what-is-credit-insurance.aspx


 

 

 
Surging International Demand 
 
With total agri-food exports exceeding $144 billion in 2013, the United States has become one of the largest 
food producers in the world. Economic growth, dietary changes and urbanization in emerging countries are 
expected to drive continued demand, while population growth and demographic changes will play a crucial role 
in long-term growth. 
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Demand remains strong, particularly among the growing Asian middle classes. While increasing U.S. exports 
will impact U.S. consumer prices, developing international markets present growth opportunities for U.S. 
producers in 2014 and beyond. The most promising export destinations: Canada, China, Hong Kong, Indonesia, 
the Philippines and Turkey. All have seen agricultural product imports increase more than 25 percent over the 
past 5 years.  
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“As international demand for U.S. agri-food increases, growers and producers will also need to manage the risks 
associated with exports and cross-border business relationships,” said Sheikh. “U.S. food suppliers focusing on 
domestic trade relationships will also need to consider that the short- to medium-term margin compression could 
increase the risk of payment defaults and insolvencies.” 
 
For more information, please refer to Euler Hermes’ Industry Outlook: Food.   
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Euler Hermes North America Insurance Company  
Euler Hermes’ regional headquarters for the United States, Canada and Brazil is located in Owings Mills, Md. 
Founded in 1893, Euler Hermes is North America’s largest and longest-established provider of trade credit 
insurance and accounts receivable management solutions. The company protects and insures around $150 
billion of regional trade transactions annually, serving small, medium and multinational clients across a range of 
sectors. The company employs 430 people regionally and serves clients from more than 50 locations in North 
America and Brazil. 
 
Euler Hermes is the global leader in trade credit insurance and a recognized specialist in the areas of bonding, 
guarantees and collections. With more than 100 years of experience, the company offers business-to-business 
(B2B) clients financial services to support cash and trade receivables management. Its proprietary intelligence 
network tracks and analyzes daily changes in corporate solvency among small, medium and multinational 
companies active in markets representing 92% of global GDP. Headquartered in Paris, the company is present 
in over 50 countries with 6,000+ employees. Euler Hermes is a subsidiary of Allianz, listed on Euronext Paris 
(ELE.PA) and rated AA- by Standard & Poor’s and Dagong. The company posted a consolidated turnover of 
€2.5 billion in 2013 and insured global business transactions for €789 billion in exposure at the end of 2013. 
Further information: www.eulerhermes.com, LinkedIn or Twitter @eulerhermes. 
 
 

 
Cautionary note regarding forward-looking statements: The statements contained herein may include statements of future expectations and other forward-
looking statements that are based on management’s current views and assumptions and involve known and unknown risks and uncertainties that could cause 
actual results, performance or events to differ materially from those expressed or implied in such statements. In addition to statements which are forward-
looking by reason of context, the words "may", "will", "should", "expects", "plans", "intends", "anticipates", "believes", "estimates", "predicts", "potential", or 
"continue" and similar expressions identify forward-looking statements. Actual results, performance or events may differ materially from those in such 
statements due to, without limitation, (i) general economic conditions, including in particular economic conditions in the Euler Hermes Group’s core business 
and core markets, (ii) performance of financial markets, including emerging markets, and including market volatility, liquidity and credit events (iii) the frequency 
and severity of insured loss events, including from natural catastrophes and including the development of loss expenses, (iv) persistency levels, (v) the extent 
of credit defaults, (vi) interest rate levels, (vii) currency exchange rates including the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) 
changes in laws and regulations, including monetary convergence and the European Monetary Union, (x) changes in the policies of central banks and/or 
foreign governments, (xi) the impact of acquisitions, including related integration issues, (xii) reorganization measures, and (xiii) general competitive factors, in 
each case on a local, regional, national and/or global basis. Many of these factors may be more likely to occur, or more pronounced, as a result of terrorist 
activities and their consequences. 
The company assumes no obligation to update any forward-looking statement. 
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