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Daily Livestock Report

Market Comments

It has been a disappointing week for hog futures, in large part due to weaker than
expected wholesale pork prices and a murkier outlook for pork values this summer. Nor-
mally pork prices begin to move higher at this time of year, in large part due to smaller supplies but
also because of better demand for retail cuts destined for the outdoor grill, such as loins. The upward
shift in pork prices appeared to be underway last week and this buoyed hog futures, with the June
contract closing last Friday at 73.625, a much smaller number than what the market was thinking at
the start of the year but maybe the start of better things to come. The rally seemed to run out of
steam pretty quick, however. Instead of continuing to climb, as they seasonally do at this time of
year and as lower slaughter numbers would indicate, the pork cutout lost 80 cents on Tuesday and
another $1 on Wednesday. On Thursday the pork cutout took back some of the losses but still, at
$59.78/cwt, it was $2.13 lower than the week before and a whopping $12.43 /cwt or 17.2% lower than
a year ago.

Part of the reason for the decline in wholesale pork values is due to the inability of packers
to charge more for pork loins, an item that should carry the cutout at this time of year. Loin prices
(1/4”) on Thursday were quoted at $92.76/cwt, 5.3% lower than last Friday and some 20% below year
ago levels. Why items such as loins have so far failed to gain traction is a matter for debate. It could
be that inexpensive beef offers in late February and March pushed a number of retailers towards
planning more beef features this spring thus limiting demand for pork cuts going into the start of the
grilling season. Keep in mind that retail features are planned a number of months in advance so
that could explain why pork finds itself at a disadvantage despite sharp slaughter cutbacks. Another
reason could be that even with smaller year over year output, total pork production still is relatively
large by historical standards. Yes, pork supplies in Q2 are expected to decline about 3% from year
ago levels but last year pork production exploded and was greatly supported by a red hot export mar-
ket. 2009 Q2 pork production is still expected to be up 5.7% compared to Q2 in 2007 and up 8.3%
compared to Q2 in 2006. As the bottom chart shows, pork currently has become much more competi-
tive with beef and this could cause retailers looking for fill in business to take another look at late
minute pork features. It could still save the day for pork packers but the clock is ticking...

Please feel free to forward the Daily Livestock Report to others who you think will benefit from having this information. The DLR is published
daily by Steve Meyer and Steiner Consulting Group, and distributed courtesy of Chicago Mercantile Exchange, Inc. You can subscribe
for free by going to www.dailylivestockreport.com/subscribe.asp. To submit a comment or suggestion, please send an e-mail to: feed-
back@dailylivestockreport.com. To unsubscribe from the DLR newsletter, go to www.dailylivestockreport.com/unsubscribe.asp.

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.

The Globe Logo and CME are trademarks of Chicago Mercantile Exchange Inc. Copyright © 2007 CME. All rights reserved.
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E-Livestock Volume 23-Apr  22-Apr  16-Apr
LE (E-Live Cattle): 13,765 11,276 11,568
GF (E-Feeder Cattle): 1,252 1,167 1,881
HE (E-Lean Hogs): 8,878 13,352 9,531

Free real-time Globex quotes: www.cmegroup.com/elivestockquotes

$/CWT PORK CUTOUT VALUE, $/CWT, USDA, MID WEEK PRICES
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