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USDA Economic Research Service (ERS) released the meat price
spreads for August on Friday, September 11, 2020. The data contains
monthly average prices at the farm, wholesale, and retail levels of the
marketing chain for beef, pork, and broilers. This DLR will focus on retail
pork prices and pork demand.
The August retail pork price was $4.08 per pound which is lower by
2.3% (-$0.09) than the prior month, but 4.8% ($0.19) above the prior
year. Part of the decline in retail prices in August is due to weekly hog
slaughter numbers tracking above last year’s levels since the first part of
June, except for the holiday weeks of July 4th and Labor Day. Higher
slaughter levels have led to a 2.7% increase in pork production through
the second week of September (based on weekly data) which creates
more pork on the market and pressures prices lower. Retail prices are
still at elevated levels with most retail pork cuts showing gains yearover-year.
Each retail pork category posted gains in August compared to the
prior year, except bacon. Retail bacon (sliced) was $5.56 per pound in
August, down 0.3% from last year and 3.8% from last month. Chops
(center cut, bone-in) rose 2.0% to $4.06 per pound, chops (boneless)
increased 14.8% to $4.34 per pound, and all pork chops grew 12.1% to
$3.79 per pound. Ham (boneless not canned) improved 4.0% to $4.63
per pound and all other pork excluding canned and sliced increased
13.3% to $3.05 per pound.
One way to determine how the changes in retail pork prices affect
domestic demand is through a pork demand index. The Livestock
Marketing Information Center (LMIC) calculates quarterly and annual
indexes and the demand index is calculated using a demand elasticity.
Recall the demand elasticity is the degree to which the quantity
preference for a good changes as the price of that good changes.
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This year the second quarter 2020 pork index showed a decline in
demand from the prior year. The pork demand index was 88 which is
down -19 (-17.8%) from 107 just a year ago. The second quarter
demand index reached its highest value in 2002 at 110 and bottomed
at 73 in 2014. The 2020 value of 88 is the lowest in six years when it
reached 82 in 2014. Much of the decline in the pork demand index is
mainly due to the jump in pork prices that occurred in May and June
during the peak disruptions to hog slaughter from the pandemic. It is
also important to keep in mind that per capita pork consumption last
year was the highest in two decades at 52.2 pounds per person (retail
weight) and retail prices were much lower than this year’s. Price
sensitivity among U.S. consumers is likely to continue as long as the
economy continues to sputter and unemployment levels remain high.
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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.

