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So what the heck are we trying to show in the a ached charts.
But take a step back from all the produc on/slaughter discussion and
recognize that eventually what ma ers for prices is how much of the
supply ends up in front of the domes c consumer. We have our own
ideas and forecasts about produc on and available supply but for most
producers and other market par cipants, USDA is the only/best publicly
available informa on. And we will go with their numbers, raise a ques on
or two and see where the discussion leads us. In the last WASDE report,
USDA signiﬁcantly raised its 2017 pork produc on es mate to the tune of
400 million pounds (+1.5%) from the December es mate. This followed a
‘Hogs and Pigs’ survey showing quite a bit more hogs were in the pipeline
than previously thought. On a quarterly basis, USDA pegged Q1 pork
produc on up 3.6%, Q2 at +6.8% and Q3 at +5.2% and Q4 at +4.9%. At this
point USDA analysts think that total produc on in 2017 will exceed last
year’s all me record by another 1.27 billion pounds (cwe). It would
seem to us that USDA is coun ng on a trend increase in hog weights,
probably to the tune of +1% compared to a year ago. A couple of things
may work against it this year. As producers work through a signiﬁcantly
larger supply of hogs, the tendency will be to push them through the door
as soon as possible and, in the past, that has tended to keep weights below
trend. In the ﬁrst few weeks of this year weights are down about 1 pound
or so from a year ago. Also new feeding rules may also impact
produc vity in the short term. But even with an adjustment on weights,
the overall pork supply should easily exceed last year’s levels.
As
men oned earlier, what ma ers for prices is how much you are asking the
domes c consumer to buy. You can sell everything at the right price but
with larger supplies lower prices are required to make that product
disappear. Will we ask the domes c consumer to eat 5% more pork than
a year ago? Not really since we are coun ng on export markets to take
some of that pork. Again going back to the USDA WASDE report, their
analysts expect pork exports in 2017 to be around 231 million pounds
(+4.4%) higher than in 2016. Is USDA being too conserva ve in this
es mate? Maybe although there are some very signiﬁcant risks for those
that hold a more bullish view. Exports have started the year on a very
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It is human nature to be drawn to tangible stories that bring both
context and insight to our day to day issues. For those involved or
following the pork market, the story of ght belly supplies and higher pork
prices was immediately relatable, with images of beau ful crispy strips
thrown in for good measure by news editors everywhere. But fun as it is
to talk about bacon and how much some of us love it, there will be some
26 billion pounds of pork produced (cwe) in the US in 2017 and bacon is
but 15% of all that supply. Making sense of that product ﬂow and how
much eventually will be available to the consumer can make for a very dry
presenta on. But we will proceed with the thankless task because
eventually our decisions should be anchored in reality rather than
anecdote.
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strong pace, we think January shipments are up around 15% from last year.
China demand is showing some signs of improvement but remains to be
seen if they will be as ac ve in the spring as they were a year ago. Then
there is all the uncertainty surrounding our trade with Mexico, which last
year bought almost a third of all our pork.
The second chart shows the rela onship of per capita domes c
supply use (disappearance) rela ve to pork prices as represented by the
cutout. Keep in mind we have deﬂated pork prices to remove price inﬂa on
eﬀects. If USDA is correct in their assessment and per capita supply use
will exceed 66 pounds, then this would imply pork cutout prices under
$70/cwt for the year in 2017. Hence the reluctance of hog futures to put
more of a premium on spring as summer prices, despite very robust spot
prices for both pork and hogs.

The Daily Livestock Report is made possible with support from readers like you. If you enjoy this report, find it valuable
and would like to sustain it going forward, consider becoming a contributor. Just go to www.DailyLivestockReport.com
to contribute by credit card or send your check to The Daily Livestock Report, P.O. Box 4872, Manchester, NH 03018

Thank you for your support!
The Daily Livestock Report is published by Steiner Consul ng Group, DLR Division, Inc.. To subscribe, support or unsubscribe please visit www.dailylivestockreport.com. Copyright © 2016 Steiner
Consul ng Group, DLR Division, Inc. All rights reserved.
The Daily Livestock Report is not owned, controlled, endorsed or sold by CME Group Inc. or its aﬃliates and CME Group Inc. and its aﬃliates disclaim any and all responsibility for the informa on
contained herein. CME Group®, CME® and the Globe logo are trademarks of Chicago Mercan le Exchange, Inc.
Disclaimer: The Daily Livestock Report is intended solely for informa on purposes and is not to be construed, under any circumstances, by implica on or otherwise, as an oﬀer to sell or a solicita‐
on to buy or trade any commodi es or securi es whatsoever. Informa on is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or
possible where projec ons of future condi ons are a empted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indica on of future performance.
Futures are a leveraged investment, and because only a percentage of a contract’s value is require to trade, it is possible to lose more than the amount of money ini ally deposited for a futures
posi on. Therefore, traders should only use funds that they can aﬀord to lose without aﬀec ng their lifestyle. And only a por on of those funds should be devoted to any one trade because a
trader cannot expect to proﬁt on every trade.

