|

7/ “““\\\ A ECO" SEARCH

% // RESEARCH IN AGRICULTURAL & APPLIED ECONOMICS

The World’s Largest Open Access Agricultural & Applied Economics Digital Library

This document is discoverable and free to researchers across the
globe due to the work of AgEcon Search.

Help ensure our sustainability.

Give to AgEcon Search

AgEcon Search
http://ageconsearch.umn.edu
aesearch@umn.edu

Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only.
No other use, including posting to another Internet site, is permitted without permission from the copyright
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C.


https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu

WAITE MEMORIAL ‘BOOK "GOLLEGTION

DEPARTMENT OF AGRICULTURAL AND APPLIED ECONOi#w&:

232 CLASSROOM @FFICE BLDG.

1994 BUFORD AVENUE, UNIVERSITY OF MINNESOTA [ I

37T, PAUL, MINNESOTA

FRB CHICAGO

AGRICULTURAL LETTER

Hog production

Hog production continued to expand during the final
months of 1988, but at a slower pace than had been
expected. Recent USDA estimates of market hog in-
ventories and pig crops show somewhat smaller num-
bers than suggested by earlier reports, and a
year-to-year drop in the inventory of animals held for
breeding purposes. The second half pig crop and in-
ventories of lighter weight hogs remained above year-
earlier levels, suggesting that hog slaughter and pork
production will hold near or above last year’s level
during the first half of 1989. Farrowing intentions of
U.S. hog producers indicate that hog production may
expand during the third quarter, but will likely drop
below year-ago levels during the final three months of
1989.

December market hog inventories on U.S. farms re-
corded a second consecutive year-to-year gain, but
remain well below the levels of the early 1980s. At al-
most 48.3 million head, the December inventory was
up almost 2 percent from a year earlier and 9 percent
above the eleven year low recorded in 1986. Year-to-
year gains were reported in all but the heaviest weight
category, in which market hogs weighing more than
180 pounds were slightly below the year-earlier level.

Commercial hog slaughter
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The lightest weight group, pigs under 60 pounds, reg-
istered an increase of less than 1 percent, while the
number of market hogs on U.S. farms weighing be-
tween 60 and 180 pounds was reported to be up 3.4
percent. The December 1 inventory of hogs held for
breeding purposes was down almost 2 percent from a
year ago. The drop is an indication that the expansion
in hog production may ebb in 1989.

The number of sows farrowing during the second half
of last year continued to rise, with a 3.2 percent gain
from a year earlier being registered. However, the in-
crease in farrowings was considerably smaller than the
year-to-year gain suggested by producers intentions
earlier in the year. At mid year, U.S. hog farmers indi-
cated that farrowings between June and November
would be up 7.4 percent from a year earlier, while in
September their intentions had been revised down-
ward to a 5.4 percent gain. It appears that the effects
of the drought on livestock and on feed costs were
contributing factors to the downward revisions in
producers’ intentions and in actual farrowings.

The smaller than expected increase in second half
farrowings, combined with the 8.4 percent year-to-
year gain recorded between December and May, lim-
ited the increase in the 1988 pig crop. However, the
year-to-year gain was also tempered by a reduction in
the number of pigs per litter. Although the number of
pigs per litter remained near the year-earlier level of
7.8 through May, during the second half of the year
pigs per litter dropped to about 7.6, almost 2 percent
lower than the comparable period in 1987. At almost
92.6 million head, the 1988 pig crop was up 5 percent
from the year-earlier level and more than 12 percent
above the cyclical low recorded in 1986.

Inventories and production varied considerably
among the five District states, which account for al-
most half of the total U.S. inventory. Year-to-year de-
clines in the breeding herd were reported by all of the
District states except Wisconsin, where breeding ani-
mals in December were unchanged from the year-ago
level. Inlowa, the nations leading hog producing state,
breeding inventories were down almost 6 percent.
Indiana and Michigan producers reported even larger
declines of 12.9 and 8.1 percent, respectively. lllinois
hog producers reported a 1.4 percent drop in inven-
tories of breeding animals compared to December
1987. In lowa, market hog inventories on December 1
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Units 1970 1975 1980 1985 1986 1987 1988*
Production
Corn bil. bu 4.15 5.84 6.64 8.88 8.25 7.06 467
Soybeans bil. bu 3953 1.85 1.80 2.10 1.94 1.92 1.51
Wheat bil. bu. 1.35 213 2.38 2.42 2.09 2.1 1.81
Beef bil. Ibs. 21.7 24.0 21.6 23.7 24.4 23.6 23.5
Pork bil. Ibs. 14.7 11.8 16.6 14.8 14.1 14.4 16.7
Milk bil. Ibs. 117.0 115.4 128.4 143.1 143.4 1425 145.3
Farm Sector Earnings
Cash income bil. dol. 54.8 90.7 143.3 156.8 152.0 160.4 169.0
Commodity sales bil. dol. 50.5 88.9 139.7 144.0 135.1 138.1 149.0
Government payments bil. dol. 3.7 .8 1.3 F 7 11.8 167 14.0
Cash expenses bil. dol. 36.4 61.1 109.1 110.2 100.6 103.3 111.0
Net cash income
Current dollars bil. dol. 18.4 29.6 34.2 46.6 51.4 57.1 57.0
1982 dollars bil. dol. 43.7 49.9 39.9 42.0 451 48.5 47.0
Farm Sector Balance Sheet
Current dollars
Assets bil. dol. 272 511 996 749 692 709 741
Debt bil. dol. 49 85 167 175 155 143 139
Equity bil. dol. 223 426 829 574 536 566 602
1982 dollars
Assets bil. dol. 632 832 1,104 667 597 595 597
Debt bil. dol. 113 138 185 156 134 120 112
Equity bil. dol. 518 693 919 511 463 475 485
“Preliminary USDA estimates.




were almost 1 percent lower than a year earlier. De-
clines in market hog inventories of between 4 and 7
percent in Indiana, Michigan, and Wisconsin were
partially offset by a 4.5 percent year-to-year increase
in market hogs on lllinois farms.

After sharp gains in the first half of the year, farrowings
and pig crops in the District states receded during the
latter half of 1988. Between December and May,
farrowings and pig crops in the five District states reg-
istered a year-to-year increase of almost a tenth.
During the months of June to November, however,
only lllinois reported a year-to-year gain in farrowings,
up 8 percent for the period. The District as a whole
saw farrowings decline slightly from a year earlier dur-
ing the six months ending in November. The second
half pig crop in the District states, however, registered
a decline of 3 percent, as the number of pigs per litter
dropped from the year-earlier level. Declines in pig
crops were noted for each of the District states except
lllinois, where a drop in the number of pigs per litter
limited the year-to-year increase in the second half pig
crop to about 6.6 percent.

Producers’ intentions regarding sow farrowings this
winter and spring point to a cut in hog production.
During the December-May period, U.S. producers in-
tend to reduce the number of sows farrowing by 2
percent from from the previous year’s level. However,
the quarterly pattern evident in their intentions sug-
gests that farrowings will remain 2 percent above last
year during the winter months, but will drop by almost
6 percent during the March-May period. Intentions
among hog farmers in the 10 major producing states
point to a slightly larger drop during the six month
period of 3 percent with the same quarterly pattern.

Hog slaughter during the final months of 1988 contin-
ued to run well ahead of the year-earlier pace. Com-
mercial hog slaughter in October and November was
up about 8 percent from the previous year and pre-
liminary estimates of federally inspected hog slaughter
in December point to a year-to-year increase of similar
magnitude. Combined with the gains recorded in
previous quarters, it suggests that hog slaughter in
1988 rose between 8 and 9 percent from a year earlier.

The December inventory and pig crop estimates sug-
gest that smaller year-to-year gains in hog slaughter
will continue into early 1989. The summer pig crop of
all U.S. producers was up about 2.4 percent from a
year ago, while the December inventory of market
hogs on U.S. farms weighing between 60 and 179
pounds recorded an increase of about 3.4 percent.

‘These two measures account for most of hogs to be

slaughtered during the first three months of 1989 and

suggest that hog slaughter during this period will reg-
ister a gain falling within this range.

Estimates of the December inventory of pigs weighing
less than 60 pounds and the fall pig crop, which largely
accounts for this weight group, provide an early indi-
cation of second quarter hog slaughter. Both meas-
ures recorded year-to-year increases of less than 1
percent. Together they suggest that second quarter
hog slaughter will likely hold near the year-earlier level,
well below the 5 percent gain implied by producers
farrowing intentions in September.

Initial indications of hog slaughter for the second half
of 1989 are provided by producers’ intended
farrowings during the December-May period. The in-
tentions stated by U.S. producers in the December re-
port suggest that farrowings between December and
February will be up about 2 percent from a year ago,
while between March and May intentions point to-
ward a 5 percent year-to-year decline in farrowings. If
these intentions are carried out, hog slaughter could
continue to show year-to-year gains through the third
quarter before dropping below year-earlier levels dur-
ing the final three months of 1989.

Hog prices in 1988 trended downward from a midyear
peak through November and remained below year-
earlier levels throughout the period. However, prices
rose considerably in December and moved above
year-ago levels, consistent with a year-to-year drop in
the number of market hogs weighing more than 180
pounds in inventories on December 1. Current USDA
projections point to hog prices averaging in the low-
to-mid $40 per hundredweight range during the first
three months of 1989, near the $44.74 average for the
same period a year ago. During the spring months the
projections point to hog prices averaging in the mid-
to-upper $40 range compared to the year-earlier level
of $45.90 per hundredweight.
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Selected Agricultural Economic Indicators

Percent change from .

Latest Prior Year Two years
period Value period ago ago
Receipts from farm marketings (¥ millions) August 12,135 1.9 13 17
Crops”* August 5,380 2.6 40 57
Livestock August 6,717 4.6 4 4
Government payments August 39 -83.8 =92 -93
Real estate farm debt outstanding (¥ billions)
Commercial banks September 30 14.2 1.3t 9 24
Farm Credit System June 30 28.7 1.6t -8 ~26
Life insurance companies September 30 9.40 -1.9t = =17
Nonreal estate farm debt outstanding ($ billions)
Commercial banks September 30 29.2 1.5t 0 -9
Farm Credit System June 30 9.46 6.8t =5 =24
Interest rates on farm loans (percent)
7th District agricultural banks
Operating loans October 1 11.67 3.8t & )
Real estate loans October 1 11.04 3.9t 3 3
Commodity Credit Corporation January 8.87 7.6 25 51
Agricultural exports (¥ millions) October 3,302 39 23 36
Corn (mil. bu.) October 175 12.8 26 40
Soybeans (mil. bu.) October 52 941 —47 -42
Wheat (mil. bu.) October 102 =21.7 =3 12
Farm machinery sales® (units)
Tractors, over 40 HP December 4,480 221 =6 28
40 to 139 HP December 2,852 10.5 =20 1
140 HP or more December 1,628 49.8 34 142
Combines December 505 =173 =37 2
+Includes net CCC loans.
'Prior period is three months earlier.
Preliminary
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