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Market Indicators . . . September 25, 2015 

Production Prices 

Week Ending 9/26/2015 Last Year Ago Weekly Average ($/Cwt) Last Week Ago Year Ago 
  FI Cattle Slaughter (Thou Hd) 574 573   Live Steer  128.47 134.93 156.75 
  FI Hog Slaughter (Thou Hd) 2276 2090   Dressed Steer 202.47 212.63 245.78 
  FI Sheep Slaughter (Thou Hd) 42 40   Choice Beef Cutout 218.66 231.77 239.62 
  Live Y. Chicken Sl. (Mil Hd) 163.3 157.3   USDA Hide/Offal  12.28 12.36 16.47 

      GA Auction Fdr. Str. (6-7 Cwt.) NQ 189.96 221.78 

  Slaughter Cattle Live Weight 1377 1351      
  Slaughter Hog Live Weight 279 284   Iowa/S. Minn. Base Hog  69.35 68.18 107.73 
  Slaughter Lamb/Sheep Live Wt. 135 130   Natl. Net Hog Carcass  72.07 71.55 105.62 

      Feeder Pigs (40 Lbs) ($/Head) 43.23 43.47 82.00 
  Beef Production (Mil Pounds) 482.9 470.6   Pork Cutout  83.23 83.53 117.48 

  Pork Production (Mil Pounds) 475.3 444.8      
  Lamb, Mutton Prod. (Mil Lbs.) 2.8 2.6   Lamb Cutout  327.43 323.51 339.45 

           

Previous 6 Wk. Moving Avg.     Corn, Omaha ($/Bu) 3.56 3.55 2.98 
  Total Beef (Mil Lbs) 463.0 468.7   Wheat, Portland ($/Bu) NQ 5.38 6.54 
  Total Pork (Mil Lbs) 460.8 422.2   Wheat, Kansas City ($/Bu) 4.60 4.42 5.49 
  Total Lamb, Mutton (Mil Lbs) 2.6 2.5   Soybeans, Cntrl IL ($/Bu) 8.68 9.00 9.15 
       
Source:  Various USDA-AMS reports.  Some data are preliminary. 

 

Trends . . . CATTLE  WEIGHTS  IMPACT  MARKET   

Weekly steer dressed weights continue to surge higher and set new records. The most recent Federally 
Inspected (FI) steer dressed weight came in at 919 pounds for the week ending September 12th. FI heifer 
weights are following the increasing trend also, most recently recording 826 pounds. Important to remember 
is, that the average cattle dressed weights reported at the end of each week by USDA-AMS are preliminary 
and lag by two weeks. That is, AMS reports a weighted average cattle dressed weight through current 
week, but those weights are calculated using a moving average and when weights are moving this high this 
fast, the two weeks of estimated weights will be revised higher. So, the weekly preliminary weights are 
currently not fully reflecting what is transpiring in the market place.  

Although record high cattle weights have been discussed substantially during the past year, they are 
extremely pertinent to the current situation feedlots and packers have found themselves in, and the current 
situation also spilling over into yearling and calf markets. With lower than expected marketings month after 

month this year, and relatively cheaper costs of gain from 
the feeder perspective, additional pounds continued to be 
added to fed cattle. When fed prices were at $165 per cwt. 
this was a great idea. Cattle feeders backed themselves into 
a corner with an oversupply of very fat animals that need to 
be turned into beef. This unquestioningly gave packers the 
upper hand and when coupled with the collapsing price of 
50’s trim (down 15% for the week and 60% below one year 
ago), incentive to significantly increase kill levels of over 
finished cattle (at high prices) was lost. All of a sudden, 
there was a serious market problem developed. 

Packers are buying fed cattle, at heavily reduced prices 
compared to just a few weeks ago, but are also scheduling 
those cattle for delivery three to four weeks out (according 



to industry reports). It will take some time for the backlog of cattle that need to be marketed, and those that 
should have already been sold several weeks or more ago, to move through the system.   

There are many unknowns in this puzzle, but probably the biggest question is just how many heavy 
cattle on the front end still need to be worked through? Lower cutout prices are good news for retailers 
coming into the holiday season and will encourage them to step-up their beef features, but those 
adjustments take some time to implement. 

 

FED  CATTLE  PRICE COLLAPSE,  HOW  DO  RECENT  WEEKS  STACK-UP? 

Taking a look back at weekly average negotiated or cash marketed cattle prices over time how does the 
recent 8-week sharp drop compare? USDA’s Agricultural Marketing Service (Market News) began 
transitioning away from focusing their reports on terminal market prices (e.g. Omaha) in the early 1970’s 
because direct transactions between packers and cattle feedlots in the High Plains states had become the 
norm. LMIC maintains historical data sets and we will evaluate the weekly slaughter steer data for Kansas 
back to the first week of January, 1974.  

Since the week ending August 7, 2015, fed cattle prices dropped every week. Over the eight weeks 
since then (through the week ending September 25th), the Kansas price decline was 13.4% (from $150.06 
per cwt. to $129.94).  We will compare that price drop to the historical data set in two ways: 1) looking at all 
8-week periods; and 2) summarizing changes that normally happen between the first week of August and 
the end of September. Since 1974, over all 8-week periods (change over 7 weeks), large declines have 
happened before, but the recent drop was the largest since the week ending May 27, 2011 (drop was 
15.4%) the next drop of over 13% was in 2004. Over the 41 years evaluated (including this year), 10 years 
(24%) had at least one period of a 13% or larger decline and the largest was the week ending December 
26, 2003 (down 26.2%). Overall, declines of 13% or more sometime in a year are not uncommon, occurring 
on average roughly one out of every four years. 

The next question is, how does this year’s drop of over 13% from early August until late September 
compare to prior years? During that timeframe, over the last 41 years, only 14 years (or 34%) had any 
decline in price. Interestingly, during this 41 year time frame, the drop this year was only one of two drops 
total that were larger than 10%, and the biggest (only other occurrence) was in 1974 -- down 18.9%. So, for 
this time of year, the fed market decline was unusually large and occurred when prices are normally 
increasing some.  
 

QUARTERLY  HOG  AND  PIG  NUMBERS  AS  EXPECTED 

USDA-NASS released the September 1, 2015 Hogs and Pigs report (Friday September 25th) showing 
numbers as anticipated. The number of total animals in the U.S. (up 3.7% year-over-year) and the number 
of market hogs (3.9% above a year ago) were both record large. The U.S. market hog count was 62.41 
million head. Importantly, the breakdown data indicated that the increase in market animals is front-end-
loaded. As of September 1st, the heavyweight categories were up (e.g. the number of animals in the 120-
179 pounds range were up 8%); in contrast, the number of light weight pigs (under 50 pounds) was down 
0.5% year-on-year.  

The breeding herd count at 5.986 million head was 1% above 2014’s, a rather modest increase. Still, the 
U.S. breeding herd was the largest for September 1st since 2008. The number of pigs weaned per litter in 
June through August was record large at 10.39, indicating trend growth rates had returned. As in recent 
reports, PED virus was not a major factor depressing the number of pigs per litter. Producers reported June-
August sows farrowed were below a year ago (down 1.6%) and another reduction is in their plans for 
September-November.  

  Calendar year 2015 has been one of large year-over-year increases in hog slaughter; of course, the 
comparison is to the PED virus reduced levels of last year. The largest year-over-year increase in 2015 was 
for the third quarter, projected to be up 10.5% to 11.0%, while the fourth quarter is expected to be 6% to 7% 
above 2014’s. Some quarters in 2016 could have slight declines in hog slaughter compared to 2015. U.S. 
pork production may be about unchanged in calendar year 2016 relative to 2015’s. 

LMIC projects that slaughter hog prices in 2015 will be about 30% below 2014’s and at the lowest 
annual average since 2009. Currently, forecasts for 2016 suggest only the first quarter of that year may 
have lower hog prices than occurred in 2015. For the year, prices could actually increase slightly. There are 
two major unknowns for 2016: 1) on the supply side, the question is how much of an impact PED virus will 
have this winter on piglet survival; and 2) on the demand side the major question is to what extent U.S. pork 
export tonnage will rebound.  


