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Lean hog futures traded lower once again yesterday and the . HOG SLAUGHTER, 7-DAY ROLLING TOTAL, JAN - DEC
nearby December contract is now down almost $8/cwt (-8%) for the 2600
month of October. While hog futures tried to rally late last week and early 2500
this week, gains proved to be short lived given continuing weakness in
wholesale pork markets and sharp declines in cash hog prices. Last night
the IA/MN Lean Hog Carcass price was quoted at $86.77/cwt, some $22/
cwt (-20%) since October 1. It is not unusual for the cash hog market in late
October and early November to trade below the December hog contract

(negative basis) but the magnitude of the declines in the cash market seem

Latest Data Value s estimate for week ending November 1 (est), 2014 (7-day total = 2.055 mil head)
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to have caught some futures markets participants by surprise. Hog slaugh- 1,900
ter numbers remain below year ago levels but with carcass weights still 1,800
hovering near record levels, overall pork supplies are currently near year 1,700
ago levels. We are coming into the time of year when hog supplies will 1600

continue to increase and there is little incentive for producers to hold back
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hogs, as they did over the summer months. The push is to get hogs sold
more aggressively and daily slaughter has averaged 428,000 head this
week. The problem is that so far Friday and Saturday slaughter remains Hog Carcass Weights, 5-day Moving Average, All Hogs
light and hog carcass weights have been steadily advancing in recent days. Base on Daily MPR Report, LM_HG201. Updated through Oct. 30, 2014
We calculate that the average hog carcass weights for both packer and 2200
producer hogs (5-day average) currently stands at 215.1 pounds per car- T Nan

cass, 2.5% higher than a year ago. Keep this number in mind when you look 2160 2014

at the USDA weekly hog carcass weight number that will be published on 212'2 AWQWW\,

Friday afternoon. That number actually reflects the moving average for the 2013

past few weeks and thus does not really capture the actual weight of hogs 2100 /
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coming to market this week.
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The seasonal increase in pork supplies has been enough to pres-
sure pork prices lower. One would think that with the lower pork prices,
retailers and foodservice operators would be quick to take advantage of the

dressed carcass wtin pounds

200.0
opportunity but retail sales unfortunately do not react that quickly. Many 1980 2011
end users likely are facing significantly higher costs for the products they ) I T S S

will put on their shelves during the holiday period. That is particularly so
for those products that first have to go through a processor (think cooked
hams for instance). It takes time to secure raw material, process it and o
build enough inventory for the rush of orders during the holidays. Those

processors had to secure a good portion of their needs during July, August 0
and September, which is why you saw the big spikes in price as they strug-
gled to find product. The inventory these processors (and their customers) 0 /\

hold has a much higher price tag on it. Packers have now put a sale tag on v_/\\(«/ Ag
many of the products they sell but we will have to go through the high % T gy
NS

priced product currently in storage before markets normalize and reflect ‘”')M""\u
current supply conditions. But while current markets are weak on account 70
of the drop in cash hog values, it is interesting that futures also sold spring

and summer 2015 hogs quite aggressively. That may be more of a knee jerk s0
reaction to short term conditions rather than a reflection of any shifts in —on  —201 013 —201
supply/demand situation for next spring. ~ The current premiums for spring ol
and summer of 2015 are smaller than the normal seasonal would suggest. Jn | Feb | Mar | Apr | May | dun | ol | Aug | Sep | Oct | Nov

Daily Performance of the Carcass Cutout, Negotiated Basis, FOB Plant: Source USDAMPR
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The Daily Livestock Report is made possible with support from readers like you. If you enjoy this report, find if valuable:,:
and would like to sustain it going forward, consider becoming a contributor. Just go to www.DailyLivestockReport.corgi"
to contribute by credit card or send your check to The Daily Livestock Report, P.O. Box 2, Adel, IA 50003. g

Thank you for your support!
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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
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