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Market Comments 
  

 Lean hog futures rose sharply on Thursday on strong 
gains in cutout values and optimism that a combination of tight-
er supplies and  resurgent demand will sustain hog prices for the 
remainder of the year.  The nearby August contract gained as 
much as 147 points while the October and December futures hit 
all time contract highs.  The charts to the right provide some 
indication as to what is underpinning the upward move in hog 
futures.  The pork cutout on Thursday closed at $89.4 /cwt., 
$3.87/cwt or 5% higher than the week before and $30.3/cwt or 
51% higher than during the same time a year ago.  The increase 
in cutout and hog prices is seasonal but it has been further am-
plified by a much tighter supply situation.  The spike in prices is 
reminiscent of 2008 when cutout and prices for individual pork 
items hit all time record highs.   Daily prices since mid July have 
followed almost exactly the same path as a year ago (see chart) 
and the market seems to think that the highs for pork prices 
may still be ahead of us.  The seasonal increase in prices is being 
supported by tighter hog supplies.  The chart below shows a run-
ning seven day total of US daily hog slaughter.  On Thursday, 
the running seven day total stood at 1.949 million head, 7.3% 
lower than the comparable time frame a year ago.  We currently 
estimate hog slaughter on Friday will be around 400,000 head 
and Saturday at some 50,000 head.  If those estimates are cor-
rect, that would produce a final hog slaughter level for the week 
of 2.015 million, 4.2% lower than a year ago.  Even more critical 
for the market, however, is what happens with hog slaughter 
and hog weights in August.  As the bottom chart shows, hog 
slaughter in 2008 and 2009 rose by more than 100,000 head per 
week between the end of July and the end of August.  Our cur-
rent expectation is for slaughter to continue to track 2.5% to 3% 
below year ago levels for the next few weeks but a larger short-
fall will clearly impact a market that already seems to be 
stretched.  The latest cold storage data showed very tight supplies of bellies (-54% vs. 2009), trimmings (-48.6% vs. 2009) and a 
number of other items.  Belly prices have escalated sharply in recent days as end users appear to have underestimated the market 
and likely liquidated inventories too early.  Belly demand tends to taper off at the end of August however.  As we move into the 
fall, hams will become an even more important component and will need to carry a larger portion of the carcass.  Ham prices are 
currently trading at some very lofty levels and it remains to be seen how retailers and foodservice operators respond to the even 
higher ham prices required to sustain the hog and carcass prices the board indicates. 

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 con-
tract’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 life-
style. And only a portion of those funds should be devoted to any one trade because a trader cannot expect to profit on every trade. 
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Get free real-time CME Globex quotes at www.cmegroup.com/elivestockquotes. 

40.0

50.0

60.0

70.0

80.0

90.0

100.0

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

$/cwt PORK CUTOUT, USDA, DAILY CLOSE, $/cwt

2010

2009

2008

2010

2009

2008

 1,500

 1,700

 1,900

 2,100

 2,300

 2,500

 2,700

Jan Feb Mar Apr May Jun Jul Aug

HOG SLAUGHTER, 7-DAY ROLLING TOTAL 

2008 2009

2010

http://www.cmegroup.com/education/interactive/webinars-archived/forces-driving-the-ag-credit-market-and-its-impact-on-producers.html

