
 

 What about that “worldwide bacon shortage” and ex-
pected massive sow herd liquidation?  We all know that the 
“shortage” idea was overblown from the beginning but what about the 
latter?  We doubt that the possibility of a large reduction in the breeding 
herd and lower hog supplies in late 2013 is zero yet but the probabilities 
are, in our opinion, getting lower with each passing week.   
 Sow slaughter has certainly slowed since early October, falling 
far short of year-ago levels in 3 of the past 4 weeks for which actual 
slaughter data are available.  The most recent of those, the week of 
November 9, saw sow slaughter of 64,190 head, only 0.8% larger than 
the same week in 2011.  The previous three weeks’ sow slaughters 
were 2.2%, 4% and 8.9% lower than last year.   
 The top chart at right shows sow purchases reported under 
mandatory price reporting to capture the past two weeks.  These data 
imply slaughter that was 7.6% lower, yr/yr, the week of November 16 
and then 6.9% higher than last year last week.  The reason for the 
+7.6% in a week when sow purchases were up only 2.4%, yr/yr, is that 
the purchases-to-slaughter differential has been consistently larger than 
it once was since March 1.  We add this larger differential to the pur-
chase data to estimate sow slaughter for the past two weeks.   
 None of these add up to sow liquidation of any large amount.  
The fact that gilts represented only 48.2% of total barrow and gilt 
slaughter from October 1 through November 10 adds to our thoughts 
that the herd is not being reduced.  That average would, in fact, suggest 
expansion if it went on for any significant period of time.  An increase to 
50.8% for the week of November 19 pretty well quashes any 
“expansion” thinking but in and of itself does nothing to suggest liquida-
tion.  It would take several weeks of higher percentages to do  that. 
 And there is good reason from the profitability side to conclude 
that most producers will be able to hang on.  Our current projected aver-
age loss for cash-buying and cash-selling Iowa farrow-to-finish opera-
tions is just over $9/head — nothing to write home about but not nearly 
the kinds of losses seen in 1998-99 or 2007-2008.  And the projected 
losses for next year have fallen from nearly $20/head back in August to 
only $3.19/head as of Monday morning.  They were near only -$1/head 
two weeks ago.  That -$3.19/hd average for 2013 includes profits from 
May through August with the June projection currently +$14.96/head.   
 So what kind of reaction should we expect?  The U.S. sow 
herd has become more and more stable over time with both expansions 
and contractions being smaller in percentage magnitude.  The huge 
losses of 1998-99 drove December-to-December sow herd changes of 
4 and 6.7%.  Those reductions, though, included the major portion of 
the massive structural change that occurred in the 1990s and 2000s.  
More indicative for a “stable-structured” sector is the 2.7 and 3.5% re-
ductions of 2008 and 2009 but these were also driven by a major struc-
tural shift — this time in the grain complex.  By contrast, this year’s loss-
es are the result of no permanent structural change that we can see.  
It’s a short crop situation that will be rectified by normal weather next 
year.  Whether that happens remains to be seen.  We don’t expect the 
December 1 breeding herd to be more than 1% lower, yr/yr, and we 
doubt the reduction will be that large.  And next year’s change may not 
be negative at all, depending on what happens with the 2013 crop. 

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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2011 Profits = $4.59/hd.
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Forecast 2012 Profits = $-9.01
Forecast 2013 Profits = $-3.19
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