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Last week, the national weighted average base price of
slaughter hogs (barrows and gilts) was the lowest for any week
since the week ending September 30, 2017. For the first full
week of April, that price was the lowest since 2009’s. Hog prices
have been moving in tandem with the wholesale market (pork
cutout value). At $69.60 per cwt., last week’s the pork cutout
value was the lowest since the week ending January 2, 2016.
Large supplies of pork and animal-based proteins in total for
this time of year have been the driver pressuring prices below a
year ago. Projections put U.S. first-quarter commercial pork
production up 3.7% year-over-year, while beef rose 2.7% and
total poultry by 1.4%.
For eight consecutive weeks, slaughter hog prices have
declined. Importantly, prices have moved counter-seasonally
down. A very similar situation happened at this same time last
year. Seasonally tightening market hog supplies tend to pull hog
prices and the cutout value higher until about mid-July. That
trend is likely to repeat in 2018 and is clearly being anticipated in
the futures market. The April 2018 Lean Hog contract last week
was $52.74 per cwt. (average of the daily closing prices), while
the June contract was $74.88. We note that the futures market
did not anticipate, nor did the author of this newsletter, April’s
price pattern. During the last five weeks, the April contract fell
by $15.42 per cwt., and June’s contract slipped by $4.93.
Slumping slaughter hog prices during March took profits on
hogs sold during March into the red, according to Iowa State
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University (ISU) calculations (the website is here). The estimated
farrow-to-finish operation loss was $9.34 per head sold in March,
including the calculated manure credit value. The ISU profitability
estimates include all costs of production and assume no hedging. A
year ago (March 2016 sales), turned a profit of $11.48 per head and
for 2016 it was $3.66.
Economic conditions for U.S. hog producers are not nearly to
the point where production plans are being adjusted. But they
have deteriorated compared to a year ago and deserve monitoring.
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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 Consulting Group, DLR Division, Inc.. To subscribe, support or unsubscribe please visit www.dailylivestockreport.com.
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 information
contained herein. CME Group®, CME® and the Globe logo are trademarks of Chicago Mercantile Exchange, Inc.
Disclaimer: The Daily Livestock Report is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation to buy or trade any commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or
possible where projections of future conditions are attempted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indication 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 initially deposited for a futures
position. Therefore, traders should only use funds that they can afford to lose without affecting their lifestyle. And only a portion of those funds should be devoted to any one trade because a
trader cannot expect to profit on every trade.

