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Yesterday we focused on implied proﬁtability at various points along the
hog/pork supply chain and decided to stay on the topic today as well. There is no
arguing that hog producers and pork packer proﬁts have been much higher than
expected so far this summer. Going into the fall, however, there are both posi ves
and nega ves for the hog market.
Bullish: Hog slaughter is higher than a year ago but s ll under the levels indicated by
the June ‘Hogs and Pigs’ Report. We es mate hog slaughter for this week will be
around 2.35 million head, which is the highest slaughter levels since early April. And
yet, even if we are correct, this slaughter level would be 2.4% higher than last year. For
the six weeks ending August 19, we es mate hog slaughter up 2.3% compared to last
year. Contrast this with the June 1 inventory of 120-180 pound hogsm es mated to be
4.3% above last year’s levels. Should market par cipants start to adjust expecta ons
for fall hog slaughter based on recent data? Or is this just a temporary shi in supply
ﬂows, with more hogs back loaded in the marke ng window to coincide with the
opening of new processing plants? Pork demand, especially export demand, has been
excellent for much of this year and producers will need to see that demand sustained
into the fall as supplies start to pick up. It appears that packers have already started to
market pork more aggressively into export channels. The latest data from Mandatory
Price Repor ng system shows a notable increase in export sales to overseas markets.
Unfortunately the system does not tell us about sales to NAFTA countries. In the last
four reported weeks, export sales to overseas markets are up some 50% compared to
the same period a year ago. Exports of hams in the last two weeks alone have averaged
5.6 million pounds a week, 180% higher than last year. The robust pace of pork export
sales should be encouraging for the market later in the fall when weekly slaughter is
expected to hit all me new record levels.
Bearish: Futures currently present a fairly benign pricing scenario for hogs this fall, in
part due to s ll very strong spot markets. October hogs are now above $70/cwt and
December hogs are approaching $65/cwt. Will pork cutout support such lo y price
expecta ons? Belly prices will be key considering the record levels achieved this
summer. Current belly prices are hovering around $197 and we think current October
hog futures are pricing a belly market in the $150-$160. In past years we have seen
signiﬁcant price erosion in the belly market a er the end of August as retailers reset
their feature prices, limi ng volume sales. In its latest retail report USDA noted a
sharp jump in the retail bacon feature price. The 10% increase from the previous
week was the largest such jump since early 2013. Because of the price transmission
lags, we would expect retail bacon prices to con nue to advance higher in the next few
weeks. Other pork products also have declined sharply in recent days as processing
plants ramp up slaughter. The value of the ham primal last night was $65.98/cwt, down
12% from two weeks ago. The price of 72CL trim normally declines in August but prices
are down 22% in a ma er of days. Lower hog weights in the spring and summer helped
oﬀset some of the increase in slaughter. That may also be changing. While overall hog
weights are s ll slightly under last year, for the ﬁrst me since late April the weight of
producer owned barrows and gilts is now above year ago levels. Two new processing
plants are expected to start opera ons this fall but the ming and throughput of these
two plants will be cri cal for the fall market.

WEEKLY HOG SLAUGHTER. '000 HEAD
Source: USDA
2,600
2,500
2,400
6-wk period
+2.3%
2,300
2,200
2,100
2,000
1,900
1,800
5-Yr Avg.

2015

2016

2017

1,700
Jan

Feb

Mar

Apr

May

Jun

Jul

Aug

Sep

Oct

Nov

Dec

Weekly FOB Export Sales Volume, All Pork - 4-week Moving Avg.
Based on MPR. Does not include NAFTA. Data Source: USDA. Analysis by Steiner Consulting
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Barrow/Gilt Dressed Carcass Weights, 5-day Moving Avg. - Producer Hogs
Based on Daily MPR Report, LM_HG201. Data through Aug. 11, 2017
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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!
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