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Market Comments

Things have turned negative in a hurry for US feeder pig producers as prices have
collapsed in the face of surging supplies, recession, and the residual impact of the HIN1
outbreak. While the effect of the flu on US consumer demand may not have been as significant as
earlier feared, the outbreak of the disease and the unfortunate misnomer (swine flu) backed up mar-
ketings at time when the industry was already struggling with too much supply (see comments in the
Friday edition about current production levels and impact on price).

There is plenty of speculation in the market as to what will happen with the US hog breeding
herd and the optimal number of sows that need to be retired in order to bring supplies more in line
with both domestic and export demand. No one really knows what that optimal number is but the col-
lapse in feeder pig prices and surging feed costs has likely made the situation untenable for many pro-
ducers, especially those that try to sell a larger portion in the spot market. The latest USDA report
puts the weighted average price for early weaned pigs at $25.23 /cwt, some 22% lower than a year ago
and 23% lower than the five year average. The weighted average price for feeder pigs, 40-50 pound
range, was pegged at $28.94 /cwt, 21% lower than a year ago and 40% lower than the five year aver-
age. Prices do tend to fall in the summer but current levels go past what one would expect from a sim-
ple seasonal decline. Also important to point out is that the prices quoted above reflect overall
weighted average prices for pigs that are sold either on a formula or spot basis. As expected, spot
prices have fallen especially hard. Spot prices for early weaned pigs were last quoted at $13 /cwt,
about 3% lower than the very depressed levels of a year ago and 52% lower than the five year average.
Last year spot prices for early weaned pigs were as low as $6 /cwt, with producers struggling to find a
market for their pigs as corn prices rocketed higher. Spot values for the 40-50 Ib. feeder pig composite
price were last quoted at 5% below year ago levels and 42% lower than a year ago. One thing that the
USDA data does not show is the price difference, if any, for Canadian and US born pigs. Some anecdo-
tal evidence suggests that US born pigs command a premium in the marketplace. If true, this would
help explain why some US producers are reluctant to reduce sow numbers despite such a sharp pull-
back in feeder prices. Without hard numbers, however, it is difficult to back up such a claim.

Please feel free to forward the Daily Livestock Report to others who you think will benefit from having this information. The DLR is published
daily by Steve Meyer and Steiner Consulting Group, and distributed courtesy of Chicago Mercantile Exchange, Inc. You can subscribe
for free by going to www.dailylivestockreport.com/subscribe.asp. To submit a comment or suggestion, please send an e-mail to: feed-
back@dailylivestockreport.com. To unsubscribe from the DLR newsletter, go to www.dailylivestockreport.com/unsubscribe.asp.

Disclaimer: The Daily Livestock Report is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation
to buy or trade any commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or 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 position. Therefore,

traders should only use funds that they can afford to lose without affecting their lifestyle. And only a portion of those funds should be devoted to any one trade because a trader cannot expect to
profit on every trade.

The Globe Logo and CME are trademarks of Chicago Mercantile Exchange Inc. Copyright © 2007 CME. All rights reserved.

E-Livestock Volume 15-Jun  12-Jun 8-Jun
LE (E-Live Cattle): 8,030 8,129 8,939
GF (E-Feeder Cattle): 1,000 1,828 2,279
HE (E-Lean Hogs): 16,056 19,426 18,425

National Direct Feeder Pig Report, Weighted Average Price

Early Weaned Pigs 10 Ib Basis: Estimated 50-54% Lean Value
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National Direct Feeder Pig Report
Slowt Feeder Pigs, 40 - 50 Ib. Weighted Average Price
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