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Yen’s Slump, Russia’s Import Ban  
Darken Hog Market Outlook
By Chris hurt, Purdue university

The following was originally posted March 4 on 

farmdoc Daily, a news site run by the University of 

Illinois Department of Agricultural and Consumer 

Economics.

Hog prices have dropped sharply in the past month, 

falling from about 67 cents a pound for a live, slaughter-

ready animal in early February to 58 cents recently. 

CME Group futures prices have followed suit. The 

April lean hog contract is down 11% since the end of 

January, when it settled at 89.35 cents, to around 

79.25 cents currently, the lowest level in four months 

for nearby futures.

these declining prices raise concerns over the 

spring price recovery and whether that recovery 

will be strong enough to push hog prices up to 

breakeven levels, as had been expected. 

Supply is not the culprit. Over the last four weeks,  

U.S. pork production was down nearly 1% compared 

to the same period in 2012. With smaller supplies over 

this four-week period, prices were down have been  

3.8 cents lower than during the same period in 2012. 

This means that price weakness is coming from 

demand concerns. The first of those concerns is the 

weakened buying power of U.S. consumers. Unusually 

high gasoline prices for this time of year and increased 

payroll taxes since January 1 have reduced the buying 

power of consumers.

secondly, the recent discussions around potential 

furloughing of federal meat inspectors due to 

sequestration have probably had a numbing effect 

on hog prices. if plants were to shut down some 

days they would not buy hogs for those days, thus 

weakening hog prices. 

However, the largest demand concerns are a result of 

recent trade issues. Pork exports have become a very 

important part of hog prices. 

In 2012, the volume of pork exports represented 23% 

of total U.S. production. The first threat came in early 

February when Russia banned imports of U.S. pork due to 

concerns over the use of ractopamine, a feed additive that 

promotes growth and leaner meat, in the U.S. hog herd.

Russia was the sixth-largest buyer of U.S. pork in 2012, 

representing 1.2% of U.S. production by volume. The 

loss of Russian business would not be terribly bearish 

due to their small share of U.S. pork exports.

“�Demand�concerns�have�lowered�hog�price�

expectations�such�that�the�industry�may�not�

return�to�profitability�this�spring.�The�current�

outlook�suggests�the�industry�will�have�to�wait�

until�late-summer�for�breakeven�conditions…�if�

more�normal�corn�and�soybean�crops�develop.”�

 – Chri Hurt
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However, later in February, China also announced 

it will more closely check imports of U.S. pork for 

ractopamine. Last year China’s pork purchases from the 

U.S. represented 3.4% of total U.S. production volume. 

Adding to worries about the ability to sell pork into 

the world market is the on-going decline of the buying 

power of the Japanese yen, which has dropped about 

20% since the beginning of October.

Japan is the largest U.S. pork buyer, purchasing 6% of 

U.S. production volume in 2012. A decline in the yen 

makes U.S. pork prices higher in Japan by a similar 

percentage. 

these demand concerns have lowered hog price 

expectations such that the industry may not 

return to profitability this spring. the current 

outlook suggests the industry will have to wait 

until late-summer for breakeven conditions when 

feed prices can decline if more normal corn and 

soybean crops develop.

With the more cautious tone, hog prices are expected 

to only average about 66 cents a pound the second 

quarter, with costs of production near 70 cents a 

pound. Third-quarter prices are expected to remain 

near 66 cents. 

Lower corn and soybean meal prices in the late-

summer would bring third-quarter costs to around 

66 cents and enable the industry to break even by 

late July or August. In the late-fall and winter, hog 

prices are expected to be near 60 cents, and costs of 

production are expected to be near this level as well. 

Hog futures have made a large negative move and 

there is some feeling that all the bearish news may 

have been absorbed for now. This “oversold” situation 

may provide an opportunity for a larger spring price 

recovery than has recently been anticipated. 

But for now, pork producers’ optimism for a return to 

profitability this spring is on hold until feed prices can 

moderate later in the summer. 

Recent bearishness points out at least two important 

features of the current hog outlook. The first is that 

having exports at 23% of the pork market is wonderful 

when everything goes well.

The downside is that such a high percentage makes 

prices vulnerable when trade issues can have large 

impacts on prices, and trade issues are often out of 

the industry’s control. 

the second, ongoing lesson is that much of the 

pork outlook is still to be determined by weather 

this spring and summer. thus, pork producers’ 

“multi-year” plans should probably stay on-hold 

for another four or five months.

This information was obtained from sources believed to be reliable, but we do not guarantee its accuracy. Neither the information nor any opinion expressed therein constitutes a 
solicitation of the purchase or sale of any futures or options contracts. 
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