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Market Indicators . . . October 3, 2014 

Production Prices 

Week Ending 10/4/2014 Last Year Ago Weekly Average ($/Cwt) Last Week Ago Year Ago 
  FI Cattle Slaughter (Thou Hd) 582 639   Live Steer  159.98 156.75 NQ 
  FI Hog Slaughter (Thou Hd) 2090 2219   Dressed Steer 252.00 245.78 NQ 
  FI Sheep Slaughter (Thou Hd) 43 40   Choice Beef Cutout 238.19 239.62 NQ 
  Live Y. Chicken Sl. (Mil Hd) 157.6 157.0   USDA Hide/Offal  16.42 16.47 NQ 
      GA Auction Fdr. Str. (6-7 Cwt.) 227.29 221.78 NQ 
  Slaughter Cattle Live Weight 1344 1325      
  Slaughter Hog Live Weight 283 276   Iowa/S. Minn. Base Hog  108.66 107.73 NQ 
  Slaughter Lamb/Sheep Live Wt. 130 127   Natl. Net Hog Carcass  107.37 105.62 NQ 
      Feeder Pigs (40 Lbs) ($/Head) 84.94 82.00 0.00 
  Beef Production (Mil Pounds) 476.4 512.3   Pork Cutout  122.13 117.48 NQ 
  Pork Production (Mil Pounds) 443.4 458.2      
  Lamb, Mutton Prod. (Mil Lbs.) 2.8 2.5   Lamb Cutout  340.55 339.45 NQ 
           
Previous 6 Wk. Moving Avg.     Corn, Omaha ($/Bu) 2.72 2.98 NQ 
  Total Beef (Mil Lbs) 466.0 494.3   Wheat, Portland ($/Bu) 6.61 6.54 NQ 
  Total Pork (Mil Lbs) 425.5 441.2   Wheat, Kansas City ($/Bu) 5.51 5.49 NQ 
  Total Lamb, Mutton (Mil Lbs) 2.5 2.6   Soybeans, Cntrl IL ($/Bu) 9.12 9.15 NQ 
       
Source:  Various USDA-AMS reports.  Some data are preliminary. 

 

Trends . . . FEED  PRICE  RATIOS  IMPROVE  FOR  LIVESTOCK  PRODUCERS 

Corn and soybean prices continue to fall as the 2014/2015 harvest is underway. This means that for 
the majority of livestock producers margins are strong and for some they are improving. USDA-NASS 
releases a feed price ratio estimate (price received for an animal divided by feed costs for that animal) for 
broilers, eggs, hogs, milk, steers and heifers, and turkey on a monthly basis in the Agricultural Prices 
report. Each ratio uses a generic feed formula applicable for creating rations of mostly corn, soybeans, 
alfalfa, and wheat for the species. The higher the ratio, the more favorable is the profitability in the 
industry.   

Prices for livestock have been very good this year, most setting record highs, such as milk, hogs, 
broilers, and fed cattle. Corn this month hit the lowest value since 2007, while soybean prices are the 
lowest since 2011, and wheat is the lowest since 2010. Alfalfa and other hay prices are still high compared 
to normal. Feedstuff prices are likely not at the lowest point of the year and are expected to weaken further 
as harvest continues. 

For hogs, broilers, turkeys, and steers and 
heifers, this summer has seen the best feed 
price ratios since 2006.  Milk and eggs have 
the highest feed price ratio since 2007. Sector 
wide for the livestock industry, the margins are 
the best they have been in at least six years. 
With expectations of even lower feed costs in 
the fourth quarter, feed price ratios are 
expected to continue to improve, and in some 
sectors could break records.   

Feed price ratios are not static numbers. 
All sectors have the incentive to increase 
production now, which will lead to lower prices 
in the next year. Broiler and hog prices are 

expected to drop in 2015, and their shorter production cycle will allow them to ramp up much faster than cattle. 



Milk prices are also expected to decline next year and will like deplete margins minimally. The degree prices fall 
will have the largest impact on these feed price ratios as the overall feed sector is expected to report lower 
prices than the last few years. 
 
RECORD  HIGH  STEER  DRESSED  WEIGHTS 

Record breaking numbers are nothing new this year on the price side of the cattle market, but records are 
also now being broken with regards to steer dressed weights. According to weekly USDA-AMS data the first 
three weeks in September reported dressed weights for steers at 889, 889, and 887 pounds, respectively. 
These weights are between 17 and 22 pounds above 2013’s, and 25 to 29 pounds over the five-year average, 
for the same time period. Prior to this the record, steer dressed weight had been 880 pounds, posted in late 
2012, and just recently in the third week of August.  

Although it is nothing new to see a positive trend in steer weights, this jump is a bit more interesting than 
the historical trend. Since January of this year, steer dressed weights have followed the seasonal pattern and 
tracked at the same level as 2013’s. Beginning in July, weights began to increase above 2013 levels. While it 
was expected that record high fed cattle prices would entice feedlots to move cattle through the marketing 
chain, it appears steers and heifers were held back to put on a few extra pounds before being shipped, and 
these heavier animals have now begun to show up at the packers. Heifers have not seen as dramatic of an 
increase in dressed weights as steers, but they are up from last year as well.  

LMIC revised forecasted 2014 third and fourth quarter beef production numbers due to these increased 
steer dressed weights. In a year with a more normal supply of cattle, increased weights would most certainly 
damped fed cattle prices. LMIC expects the market to be able to absorb the heavier weights and still maintain 
fed cattle prices near current levels. It will be interesting to watch the market will react and if weights continue to 
increase. LMIC expects weights to stay historically high through the remainder of the year as the heavier 
animals filter through the system. 
 
MORE  U.S.  PORK  PRODUCTION   IN  2015 

Forecasts based largely on the latest USDA-NASS Quarterly Hogs and Pigs report (released September 
26

th
) are for year-over-year increases in U.S. pork production to begin in the second quarter of 2015.  PED virus 

has dramatically impacted the industry this year. Due to that disease, commercial hog slaughter this year will be 
about 107 million head, the smallest since 2006. For the year, slaughter is projected at 4% to 5% below 2013’s. 
Due to dramatic increases in carcass weights, pork production will not drop as much as slaughter. At 22.9 
billion pounds, U.S. pork production in 2014 will be the smallest since 2011 and down 1% to 2% from 2013’s. 

Lower production and improved demand by U.S. consumers for pork have caused record high hog prices. 
Hog producers also have benefited from recent declines in feedstuff costs. The result has been record high 
producer profits.  Iowa State University put farrow-to-finish profitability at just over $69.00 per hog sold during 
the first eight months of this year. So even with PED virus, the economic conditions for herd expansion are in 
place, and the signs are already at-hand. 

As of September 1
st
, USDA-NASS reported the overall U.S. hog and pig inventory 2% below a year ago 

with the number of market hogs down 3%. Importantly, the breeding herd was reported at 2% above 2013’s and 
in the most recent survey quarter (June through August) was up 1%. An even larger year-over-year increase in 
farrowings is expected for September through November – producers reported intentions to USDA up 4% 
compared to a year ago. Even with lingering impacts of PED virus on the number of pigs born per litter, the 
number of pigs being weaned (national pig crop) will be posting increases soon. 

Over the last 12 months, PED virus has had the most impact on pigs born during the colder months. But, a 
larger breeding herd and improved strategies and technology for dealing with the disease are also expected. 
Still, considerable uncertainty remains regarding the future impacts of PED virus.  

On a quarterly basis, larger pork supplies are forecast to cause year-on-year declines in hog prices 
beginning with 2015’s second quarter. After a small year-on-year drop in hog slaughter for the first quarter of 
next year, for the balance of the year and throughout 2016, LMIC forecasts slaughter increases. On a calendar 
year basis those slaughter increases combined with projected carcass weights put U.S. calendar year pork 
production at a new record highs for 2015. In the second through fourth quarters of 2015, plan for slaughter hog 
prices to be 10% to 15% below 2014’s. Therefore, hog producer profitability will decline in 2015 compared to 
2014’s, but remain in the black. 


