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U.S. Hog Producers Seem Set to Slow 
Herd Expansion

The USDA’s June 27 Hogs & Pigs Report indicat-
ed the June 1 U.S. hog herd set a modern record 
at 75.520 million head, up 2.65 million head 
(3.6%) from mid-2018. Market hog inventories, 
the spring pig crop and the number of pigs per 
litter were also record-large. Most of the popula-
tion results easily topped industry forecasts, but 
the breeding herd at 6.410 million head, up 1.4% 
annually, fell short of expectations.  
The U.S. swine industry was expanding at a rate 
of 2%-3% per year last summer, but that changed 
via August news of the African swine fever (ASF) 
outbreak in China, with anticipation of that coun-
try’s disease problems boosting futures. That 
explains the big June surge in U.S. slaughter, as 
well as the report’s stated 7.5% jump in the num-
ber of heavy hogs (180 pounds and over) as of 
June 1 The numbers suggest producers reverted 
toward the prior growth rate during fall and winter. 
The USDA revised its December and March 
population totals upward by 365,000 and 730,000 
head, respectively, which, at least partially, ac-
counts for the larger piglet numbers produced 
late last year. The reduced growth indicated by 
the June report’s lighter-weight categories high-
light the probable reversion. 
Farrowing rates have apparently slowed sharply. 
March-May farrowings reportedly rose just 0.3% 
annually, and June-August (-0.5%) and Septem-
ber-November intentions (unchanged) clearly im-
ply no growth. Big spring cash and futures market 
losses clearly discouraged producers. 
The weight breakdown implies hog slaughter 
will ease to “only” around 3% above year-ago 
through summer and fall. But the 1.3% upward 
revision to the winter pig crop and the fact that 
the spring pig crop was bigger than anticipated at 
3.7% above last year raise accuracy questions. 
The data suggest first-half 2020 hog slaughter 
will run about 1% over early 2019 rates. 
Ultimately, strong Chinese pork demand driven 
by its massive ASF losses will very likely influ-
ence the U.S. hog and pork sector, either directly 
or indirectly. An end of the U.S.-China trade war 
would also be a major boon for the U.S. hog 
industry.

Progress toward a U.S./China trade deal has stalled while the Trump 
administration determines how to address Beijing’s demands that it ease 
restrictions on Huawei technology, the Chinese telecom giant. Asked this 
week by reporters if he was optimistic about a U.S./China deal this year, 
Senator Chuck Grassley (R-Iowa) replied: “Just exactly the opposite.” 
Meanwhile, President Donald Trump continues to complain about China’s 
lack of agricultural purchases. China likely shot down returning to earlier 
draft agreement. U.S. trade officials asked their counterparts a key 
question in their most recent telephone session. The U.S. reps sought to 
clarify Chinese officials’ willingness to revert to an earlier draft agreement 
as a basis for future negotiations. The apparent response was “no.” 

USDA’s Farm Service Agency (FSA) is taking additional steps to 
address this year’s rise in prevented planting claims. Farmers are usually 
required to submit documentation to their county FSA office relative to 
efforts made to plant the crop, such as fieldwork, purchase of seed and 
fertilizer and financing documents. For the 2019 crop year only, FSA 
is giving State Executive Directors the ability to determine if there has 
been widespread prevent planting in the state; and if so, county FSA 
committees can waive requirements for producer documentation.

U.S. Trade Representative Robert Lighthizer met with Speaker Nancy 
Pelosi (D-Calif.) and House Ways and Means Chairman Richard Neal 
(D-Mass.) in mid-July to continue his attempt to deal with Democratic 
concerns impeding a House vote on the U.S.-Mexico-Canada Agreement 
(USMCA). Congressional sources see a possible House vote in the 
October or November timeframe, while some are not ruling out a 
December vote if lawmakers continue in session that month. Lighthizer 
also met Democrats to continue talks about labor, enforcement, drug 
pricing and environmental provisions in the USMCA.

Plant-based food sales rocketed to $4.5 billion last year, as products 
from oatmilk to alternative proteins go mainstream, an 11% surge from 
the year prior, according to an article in the Minneapolis Star Tribune 
that cites data published by Good Food Institute (GFI) and Plant Based 
Food Association. That represents an even more impressive 31% surge 
over the past two years. Dairy alternatives are the most popular animal 
substitutes. “We are seeing these numbers grow as retailers make 
these merchandising shifts and taking them out of the sad vegetarian 
corners,” says Caroline Bushnell, GFI’s associate director of corporate 
engagement.

Bayer’s share price rose after an American federal judge reduced the 
punitive damages awarded to a California man who claims the use of 
Roundup weed killer caused his cancer from $75 million to $20 million. 
The German chemical company, which acquired Monsanto, the maker 
of Roundup, last year said in a statement that while the judge's move is 
a step in the right direction, it still plans to appeal. Bayer faces more than 
13,400 lawsuits in similar cases.

The proposed 489-page rule released in mid-July to modify the H-2A 
visa certification process would also alter the calculations used to set 
minimum wages for guest-workers. Under the proposal, Department of 
Labor would set specific wage rates for various agricultural occupations, 
rather than use a single minimum wage rate per state. The rule would 
also boost certain protections for workers, like guaranteeing that housing 
and accommodations provided by farmers are up to federal standards..
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CORN
In its July Supply/Demand (WASDE) 
Report, the USDA raised its old-crop 
corn ending stocks estimate by 145 
million bu. from last month. It made 
no changes to the supply side of the 
balance sheet, but trimmed usage and 
export estimates virtually across the 
board. It also increased its new-crop 
corn ending stocks forecast by 335 
million bu. from last month, pushing 
it back above 2 billion bushels. That 
incorporated last month’s surprisingly 
large U.S. corn acreage total at 91.7 
million acres. Carry-out fell well below 
March intentions, but easily topped 
industry forecasts and the year-ago 
total. And yet, corn futures remained 
well supported into mid-July despite 
favorable weather and forecasts 
for abnormally warm third-quarter 
temperatures. The possibility of a 
failed crop should sustain underlying 
support.

SORGHUM                               
In its June 28 Acreage Report, USDA 
stated sorghum plantings at just 5.125 
million acres, a record low. That 
partially reflected the discontinuation 
of acreage reporting in eight states 
that planted a combined 195,000 acres 
in 2018. USDA also indicated plans 
to resurvey farmers for plantings in 
Kansas. USDA reported Kansas plant-
ings at 2.65 million acres, but poor 
spring weather raised suspicions that 
plantings fell short of reported levels. 
In the July WASDE, USDA predicted 
U.S. sorghum production will decline 
by over 15% due to fewer acres and 
lower yields. That would be price sup-
portive, as would the struggling corn 
crop. Expected higher corn prices are 
also boosting sorghum. USDA expects 
new-crop sorghum prices to average 
about 20 cents above old crop at $3.40 
per bushel.

SOYBEANS
The USDA trimmed its old-crop 
soybean ending stocks estimate 20 
million bu. from last month, then 
chopped its new-crop soybean 
carryover projection 250 million bu. 
from June. This reflected last month’s 
sharply lower soybean plantings 
estimate and a slightly reduced yield 
forecast, and trimmed the projected 
harvest by 305 million bu. from last 
month to 3.845 billion bushels. Yield 
prospects clearly suffered from the 
spring planting delays; but the June 
planted and harvested acreage figures, 
at 80.040 million (down 10.3% 
annually) and 79.266 million acres 
(-10%), are just as obviously key to the 
fall harvest outlook. Major questions 
about "prevent planted" acres and 
abandonment will likely keep the size 

of the harvest unknown well into the 
fall. Demand is apparently weak, but 
the 2019 harvest is key to the outlook.

WHEAT 
The USDA’s July all-wheat production 
estimate at 1.921 billion bushels rose 
18 million bu. from its June projection. 
The HRW crop was pegged at 804 
million bushels, SRW at 259 million 
bushels, HRS at 542 million bushels, 
white wheat at 257 million bushels and 
the durum crop was seen totaling 58 
million bushels. The department put 
the national average yield at 50 bushels 
per acre, up from the June projection 
of 48.7 bushels. The first survey-
based spring wheat crop estimate of 
the year put the crop at 572 million 
bushels. Prices tumbled with corn in 
mid-July, as harvest pressure increased 
and sluggish export demand triggered 
selling. The market had previously 
stabilized on ideas that rising corn 
prices will boost wheat feeding and 
talk of reduced production prospects 
for other major exporters. But freight 
costs climbed to 5 1/2 year highs in 
July and hurt the U.S. competitive 
position on world market. Non-U.S. 
wheat trade expansion is a long-term 
concern.

FEEDER CATTLE
The July Cattle Report indicated a 
slight annual reduction in the 2019 calf 
crop at 36.3 million head. Moreover, 
the population of calves weighing less 
than 500 pounds at 28.1 million head 
was stated 200,000 below year-ago. 
These numbers suggest the amount 
of calves and yearlings available to 
feedlots will begin tightening at some 
point next year. Conversely, the report 
stated the number of "other" heifers 
weighing 500 pounds or more rose 
400,000 (+5%) to 7.9 million head, 
while the steer population at 14.7 
million topped its 2018 counterpart 
by 200,000 (+1%). Combining those 
numbers, then subtracting out the total 
U.S. feedlot population, indicates the 
supply of yearlings outside feedlots 
rose 300,000 head (+3.4%) as of July 
1. This suggests the feeder market may 
prove rather weak in late 2019, but 
the price of corn will also be a major 
driver of yearling price moves.

CATTLE
After having lost about $20 from 
the mid-April high at $130/cwt, the 
fed cattle market stabilized in early 
July. An exaggerated surge in spring 
fed cattle supplies seemed to drive 
the breakdown, although demand 
from domestic consumers and export 
customers was also apparently uneven. 
However, steer weights had fallen 
to very low levels, and the spread 

between choice and select beef values 
was very wide. Both of those factors 
pointed to very tight market-ready 
supplies, although the total feedlot 
population had reached record early-
summer levels. However, the cyclical 
herd expansion is apparently ending, 
with the July 1, 2019, U.S. cattle 
population at 103.0 million head, 
matching the year-ago figure, while the 
cow population and estimated calf crop 
both fell about 100,000 under last year.

DAIRY
U.S. milk prices sustained the rally 
begun in December, as indicated by 
nearby CME Class III futures rising 
from $13.62/cwt to a mid-July high 
at $17.43. As discussed previously, 
the relatively low prices experienced 
through much of 2018 seemed to spur 
renewed dairy production demand 
from both U.S. and global consumers. 
Moreover, the slow dairy herd 
liquidation begun last year continued 
through spring, as indicated by the 
May milking cow population at 9.333 
million head (-0.9% annually). Despite 
a continuation of the long-term upward 
trend in milking efficiency, to 2,042 
pounds per cow, total May milk 
production slipped 0.4% annually to 
19.055 billion pounds. Given the price 
strength seen recently, especially since 
it occurred amidst the spring flush, 
producers seem likely to continue 
trimming herd numbers in the coming 
months. They may start adding cows if 
the usual fall rally occurs.

HOGS
Hog slaughter surged rather 
dramatically in late May and early 
June, thereby implying U.S. producers 
had increased their hog numbers more 
than expected in late 2018 and early 
2019. Indeed, upward revisions to 
December and March numbers on the 
June 27 USDA Hogs & Pigs Report 
set the stage for a June 1 U.S. hog 
population total at 75.520 million 
head, up 3.6% annually. The report 
implied hog slaughter will run 3%-4% 
over year-ago levels through much 
of summer and fall. But surprisingly 
low farrowing intentions numbers 
and a 1.4% rise in the June 1 breeding 
herd imply a slowdown in industry 
expansion during fall and winter. A 
big jump in spring litter sizes to a 
record at 11.0 pigs per litter greatly 
supplemented the 0.3% rise in spring 
farrowings to boost the spring pig crop 
3.7%. Hog price finally stabilized after 
a brutal spring drop, with anticipation 
of huge Chinese demand helping 
power gains. 
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