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Market Indicators . . . September 5, 2014 

Production Prices 

Week Ending 9/6/2014 Last Year Ago Weekly Average ($/Cwt) Last Week Ago Year Ago 
  FI Cattle Slaughter (Thou Hd) 518 576   Live Steer  159.22 155.45 122.90 
  FI Hog Slaughter (Thou Hd) 1780 1983   Dressed Steer 249.94 244.66 194.17 
  FI Sheep Slaughter (Thou Hd) 34 36   Choice Beef Cutout 247.62 247.75 195.94 
  Live Y. Chicken Sl. (Mil Hd) 163.6 163.2   USDA Hide/Offal  16.68 16.62 14.07 
      GA Auction Fdr. Str. (6-7 Cwt.) 214.38 216.06 137.95 
  Slaughter Cattle Live Weight 1331 1314      
  Slaughter Hog Live Weight 283 272   Iowa/S. Minn. Base Hog  94.79 92.95 90.20 
  Slaughter Lamb/Sheep Live Wt. 131 130   Natl. Net Hog Carcass  95.52 98.17 91.60 
      Feeder Pigs (40 Lbs) ($/Head) 79.60 77.70 56.23 
  Beef Production (Mil Pounds) 420.5 461.5   Pork Cutout  102.67 101.67 95.39 
  Pork Production (Mil Pounds) 378.3 404.8      
  Lamb, Mutton Prod. (Mil Lbs.) 2.2 2.4   Lamb Cutout  332.62 332.71 251.06 
           
Previous 6 Wk. Moving Avg.     Corn, Omaha ($/Bu) 3.40 3.66 5.46 
  Total Beef (Mil Lbs) 463.4 494.6   Wheat, Portland ($/Bu) 6.85 7.04 7.34 
  Total Pork (Mil Lbs) 410.3 427.8   Wheat, Kansas City ($/Bu) 6.14 6.26 6.96 
  Total Lamb, Mutton (Mil Lbs) 2.5 2.8   Soybeans, Cntrl IL ($/Bu) 12.28 12.69 15.25 
       
Source:  Various USDA-AMS reports.  Some data are preliminary. 

 

Trends . . .  A  LOOK  AT  PACKER  MARGINS:  BEEF  AND  PORK 

 The prior issue of the Livestock Monitor included a brief discussion of estimated retailer margins in the 
beef and pork sectors. Today focuses on the packer portion of the marketing chain. Margin calculations 
help roughly gauge the economic status of those industry sectors. Packer margins use the dollar value 
difference between the purchase cost of a slaughter ready animal and the price of what the packer has 
historically sold, specifically: 1) wholesale meat value (cutout); and 2) byproducts (variety meats, tallow, 
hide, etc.). Those costs and prices are reported by USDA’s Agricultural Marketing Service (USDA-AMS). 

Both supply and demand factors make beef packer margins rather seasonal. Seasonally, the summer 
months are almost always the best margins of the year for beef packers. Their lowest margin quarters are 
usually the first and fourth quarters of the calendar year.  Hog packer margins are different than those for 
beef. Hog packer margins tend to be lowest in the first six months of the calendar year and highest in the 
second half. 

 Second quarter of 2014 estimated beef packer margins were 4.4% below a year ago. In perspective, 
second quarter of 2013 packer margins were 10.2% above the very low 2012 margin and almost identical 

to 2011’s. The 2014 second quarter margin 
clearly still translated into solid profits, but 
returns were less than a year ago and not 
close to a record level. 

More recently, on a monthly basis, July’s 
beef packer margin (calculated per 1000 
pounds of steer) was slightly above that of 
recent months and the largest since March of 
this year. Compared to a year ago, the July 
margin was down 1.5%. In August, the 
calculated margin surged, rising 32% in just 
one month and was 57% above a year earlier. 
The August margin was the largest of any 
month since June 2006.   



Hog packer margins set several record highs (calculated on a per head basis) many times so far this 
year. Quarterly average records have been set since late 2013 and the second quarter of 2014, besides 
being a record, was 59% above the same quarter in 2013. Very large hog packer margins occurred in all 
recent months and August’s was 18% above 2013’s.  

Both beef and pork packers have been rather healthy economically, which has been a bit of a surprise 
given tight cattle and hog supplies. Only pork packer margins have been unprecedented. 

 

RUSSIA   AND  COMPETITION  IN  THE  WORLD  DAIRY  MARKET 
The Russian ban on agricultural imports from the European Union, Australia, Canada and Norway for 

one year has caused quite a stir among a variety of livestock groups, but seems of little worry to U.S. dairy 
exporters. Russian imports of U.S. dairy exports are slim to none, accounting only for $4.6 million 
(excludes casein) in 2013. Over the last few years, both quantity and value of product heading to Russia 
was not large enough to even register 1% in any of the major export categories. Buttermilk (one of the 
smallest U.S. export categories) is the exception, reaching just over 1% in quantity for 2012 and 2013. 

That’s not to say Russia is not a buyer of dairy products. The biggest concern for U.S. dairy exporters 
is not where their products will go but making room for other countries’ homeless products. Russia is the 
largest importer of butter and cheese in the world. According to USDA-FAS Production Supply and 
Distribution (PSD) database, Russia outpaces imports by any other country by 100,000 tons in both 
categories. It ranks in the top 10 in the three other PSD categories: dry whole milk powder, nonfat dry milk, 
and fluid milk. Although FAS is not inclusive of all countries, it does have figures for the major suppliers 
and users of dairy products. 

The effect on world markets has two angles. One, the EU will undoubtedly take a large hit from this 
ban, and subsidies have already been storied on a few news sites. Subsidizing storage costs for cold 
products is only a short term solution. The ban could be short enough that dumping cheap product on the 
world market will not be necessary, but, if it is European sellers will bid aggressively in typically U.S. 
markets. The EU is by far the largest producer of cow milk in the world, and although all the countries 
affected by the ban will have to find new markets for products, the EU displacement will have the most 
impact. The second side of this ban is that countries, which step in and supply Russia, may not be able to 
meet total demand. New Zealand, Argentina, Brazil and Uruguay are among countries not restricted by the 
ban. The magnitude of these opposing affects will determine impacts on the U.S. and will likely vary by 
product. 
 

U.S.  RED  MEAT  PRODUCTION  TRENDS 
As the second half of the year unfolds, cattle supplies continue to be tight and PEDV hit pork 

producers hard. If heifer and cow retention is taking place on a large scale, which most experts believe is 
happening, domestic beef supply will continue to remain tight over the next couple years. The hog sector 
now has access to a PEDV vaccine through a conditional license Zoetis received, and the domestic pork 
supply will depend on the effectiveness of this vaccine as well as other preventative methods, and the 
severity of PEDV this winter.   

Looking at the big picture of red meat production for this year, the story is fairly clear; production is 
down. LMIC estimates 2014 year-end total red meat production to be 97% of 2013. According to USDA’s 
weekly reports, beef production has been hit the hardest and is at 95% of 2013 levels through August. On 
the other hand, pork production is at 99% of 2013 levels thanks in part to heavier carcass weights. Veal is 
estimated to end the year at 89% of 2013 total production as more dairy calves are going to beef 
production instead, and lamb is estimated to match 2013 production numbers.  

With regards to the two big players, pork and beef, going into 2015 LMIC forecasts beef production to 
be 2% lower than 2014 numbers, and in 2016 only 0.1% lower than 2015 numbers as the cow herd 
stabilizes and then grows. Pork production is forecasted to be 2% higher in 2015 year-over-year, then up 
another 3% in 2016 compared to 2015’s. This is, of course, assuming more control of PEDV in the coming 
years. Another interesting aspect to note, 2016 total domestic pork production is forecasted to surpass 
total beef production. This is the first time this has happened since 1959.  

The above forecasts brings total red meat production in 2015 to 100% of 2014 numbers, and 
increasing by 1% in 2016 year-over-year.  


