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Market Indicators . . . March 30, 2015 

Production Prices 

Week Ending 3/28/2015 Last Year Ago Weekly Average ($/Cwt) Last Week Ago Year Ago 
  FI Cattle Slaughter (Thou Hd) 531 588   Live Steer  163.98 163.55 152.21 
  FI Hog Slaughter (Thou Hd) 2270 2031   Dressed Steer 260.00 259.79 243.53 
  FI Sheep Slaughter (Thou Hd) 46 43   Choice Beef Cutout 248.92 246.04 239.57 
  Live Y. Chicken Sl. (Mil Hd) 159.3 151.9   USDA Hide/Offal  14.62 14.42 15.97 

      GA Auction Fdr. Str. (6-7 Cwt.) 240.52 239.27 173.98 

  Slaughter Cattle Live Weight 1354 1315      
  Slaughter Hog Live Weight 285 286   Iowa/S. Minn. Base Hog  56.59 58.80 127.80 
  Slaughter Lamb/Sheep Live Wt. 145 142   Natl. Net Hog Carcass  64.56 67.08 121.18 

      Feeder Pigs (40 Lbs) ($/Head) 65.61 68.67 127.69 
  Beef Production (Mil Pounds) 433.3 464.3   Pork Cutout  67.02 68.37 131.40 

  Pork Production (Mil Pounds) 485.9 435.9      
  Lamb, Mutton Prod. (Mil Lbs.) 3.3 3.1   Lamb Cutout  336.91 333.69 340.53 

           

Previous 6 Wk. Moving Avg.     Corn, Omaha ($/Bu) 3.89 3.70 4.71 
  Total Beef (Mil Lbs) 430.2 449.4   Wheat, Portland ($/Bu) 6.31 6.48 7.78 
  Total Pork (Mil Lbs) 481.2 442.3   Wheat, Kansas City ($/Bu) 5.58 5.75 7.64 
  Total Lamb, Mutton (Mil Lbs) 3.0 2.9   Soybeans, Cntrl IL ($/Bu) 9.85 9.72 14.64 
       
Source:  Various USDA-AMS reports.  Some data are preliminary. 

 

Trends . . . HOGS  AND  PIGS  REPORT:  SURGE  IN  NUMBER  OF MARKET  HOGS 

 In recent months, all meat and poultry sectors have been focusing on the ramping-up of pork and broiler 
output. How much U.S. prices drop in those two sectors will be driven by production increases and to some 
extent should even pressure prices in other sectors like beef. USDA-NASS released the latest quarterly survey 
of hog producers on Friday March 27th. The report indicated a larger supply of hogs in the pipeline than the 
prior report (as of December 1, 2014), but was largely in line with the pre-report estimates. Importantly, the 
report showed producers have reduced their intended farrowings. 
 As of March 1, 2015, the number of hogs and pigs in the U.S. totaled 65.9 million head, up 7.2% compared 
to a year ago and was the largest for that March 1 report since 2008. Year-over-year. USDA reported the 
market hog category up 7.7% driven by a rebound in pigs weaned per litter. The report confirmed industry 

analyst expectations that PED virus has not devastated 
pig crops like the situation in 2014. USDA made 
significant increases to statistics released in their two 
prior reports (December 1, 2014 and September 1, 
2014) to account for the large number of market hogs 
that have recently gone to slaughter and those 
expected to sell during the next few months. 
 There was one surprise in the latest USDA report, 
the breeding herd and the associated sow farrowing’s 
were smaller than analysts anticipated. The March 1 
breeding herd declined by a rather large 1.5% 
compared to the revised December count. Sows 
farrowed in the most recent three months (December 
through February) were 2.4% above a year earlier, 
which was less than previously indicated. Producers 
reported recent farrowing intentions below those 



reported in December – March through May intentions up 2.1% and June through August below a year ago 
(down 2.1%). Those intentions are due to much lower hog prices during recent months, resulting in 
dramatically compressed producer margins.  

Based on the latest USDA report and recent hog market trends, U.S. hog slaughter and pork production in 
2015 will be the largest since 2008. Compared to 2014’s, slaughter this year is forecast to increase 7%. Even 
though the average hog carcass weight this year is forecast to slip below 2014’s record high, U.S. pork 
production in 2015 will easily surpass the record level set in 2008. In fact, 2008’s pork tonnage record is 
forecast to be exceeded by about 1 billion pounds this year (just over 4%).  
 LMIC currently forecasts slaughter hog prices this year at 30% to 34% below 2014’s annual average, which 
would be in the upper $60’s per cwt. for the national carcass base price. If realized, that will be the lowest since 
2009.   
 

COLD  STORAGE  UDPATE 
USDA-NASS released the February Cold Storage report on March 23rd. All protein products in cold 

storage, except turkey, were above their respective year ago and 5-year average levels. Compared to 
February of 2014, beef stocks increased 20%, pork up 5%, poultry up 7%, and lamb/mutton up 40%.  For a 
look back, during 2014, pork stocks tracked below year ago levels from March on and beef in cold storage was 
below year ago and 5-year average volume for the duration of 2014. January and February of 2015 were the 
first significant year-over-year cold storage stock increases for beef and pork. Chicken stocks began running 
above a year earlier in late 2014.  

There are many factors influencing the increased levels of protein in cold storage. On the beef side, year-
to-date production is down 2% compared to 2014. However, since November when cold storage stocks began 
ramping up, beef imports have increased by 38 million pounds (November through January, as February trade 
data is not out yet) and exports declined by 41 million pounds. This simple change in net trade accounts for 
88% of increased beef stocks in cold storage. On the pork and poultry side, increased production and 
decreased exports have been the major drivers of increased frozen stocks. Pork production has increased 8% 
year to date, and broiler production has also rose 8% year-to-date compared to 2014.  
 

BEEF  PERSPECTIVE:  FEEDLOT,  PACKER,  AND  RETAIL 
Profit and margin calculations help roughly gauge the economic status of feedlots, packers, and retailers. 

LMIC calculates the profit (or loss) of a Southern Plains commercial feedlot as the sale price per cwt. of a 
finished steer less all costs of production including: feeder animal cost, yardage, death loss, and an interest 
charge on the animal. For packers and retailers, average margins are calculated, but these margins are not 
profits; they simply calculate a difference between the major purchased input (e.g. live cattle for the packer) 
and an end-product sale price.  

For the month of February, it is estimated that feedlots experienced some of the most significant red ink 
since this series was first calculated in 1974, with over $300 per head losses. Feedlots have only dealt with this 
severe of closeouts twice before, during summer of 2012 and late 2008.  

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). It is important to note that packer margins are not including all costs of doing 
business such as labor and machinery. In recent weeks, live animal prices have seen slight upticks, to the low 
$160’s per cwt, while the boxed beef cutout value was holding rather steady and the byproduct value had 
slipped, resulting in tightening of packer margins. As 2015 progresses margins will need to improve for the 
packer sector.  

The retail side has shown a consistent trend of increasing prices, reflecting the underlying fundamental of a 
tight supply and rather strong demand. For the month of February the retail margin (difference between 
wholesale beef cost and an estimated retail price) set a new record high, as the retail price of all fresh beef 
increased 5 cents compared to January, and was 14% higher than year ago prices. Retail prices do tend to be 
sticky, that is they do not adjust very fast compared to live animal and wholesale prices. Overall, there is some 
room for the beef retail margin to erode and still maintain a rather normal situation.  
 Feedlots are experiencing extreme red ink, which could lend to the softening of feeder cattle prices. 
Packers will need to see improved margins in the coming months and the improvement could come from 
retailer margins as retail prices erode. Overall, as 2015 progresses, market dynamics suggest that there will be 
some balancing out in margins across the beef sectors discussed above. 


