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Tummy Turn-Up Time

HOG SLAUGHTER, hog prices, pork prices, all have a quite
regular seasonal pattern. This in turn is based on
the timing of the farrowings (births) of baby pigs and
their subsequent feeding to market weights (6.5 months or
s0). In recent years there have been significant trends
toward narrowing the disparity in size between the spring
crop and fall crop, and also toward reducing the month-to-
month farrowing volume disparities within the two ecrops.
But the seasonals are still there. To some extent, the hog
slaughter seasonal is reflected in a pattern for lard prices
outright and lard prices as per eent of soybean oil. High
lard prices create substitution demand for soybean oil.
For meat, however, there is no adequate substitute; short
run elasticities for individual euts are probably more con-
trolled by retailer “featuring” and “specialing” than by
price alone. Consumption of pork at the consumer level
is mueh less seasonal than hog slaughter. Consequently
there is pressure on wholesale prices during periods of
flush production. This encourages storage of pork products,
particularly bellies (the raw material of bacon) during high
production-low price periods, for withdrawal during low
production-high price periods. Buildup of storage stocks
of pork cuts is probably one reason why hog prices are not
more responsive to the sharp summer dip in hog slaughter.
Another reason may he summer increases in broiler meat
and beef production, in both cases accompanied by some
price pressure. The problem for the warehouseman who
stores pork has always been inability to assess what the
up-move might be from a given price in a given year, ie.
whether the price advance would recover costs of handling
plus processing plus storage plus interest. These are, re-
spectively (for bellies stored March 1 to Sept. 1), 25 points
+ 75 points + 120 points 4+ 60 points = total 280 points.
So assessiment of the extent of the move is a real problem.
The introduetion of belly futures on the Chicago Mercantile
Kxchange has aided greatly in allowing confident storage
accumulation.

For the first time, the warehouseman knows with cer-
tainty what total spread change he can secure, independent
of the flat price. For instance, for much of the current
season the spread between delivery quality bellies and
August futures has run over 300 points, sometimes as much
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as 350-375 points. This allows the warehouseman 30-100
points margin, enough profit to encourage significant stor-
ings. In the two prior full seasons that the contract has
been trading, price moves have been reasonably in line with
expectations. Cash bellies went from big discounts under
futures to premiums over. This allowed futures to perform
their hoped-for funetions, enecouraging storage early in
the season, encouraging withdrawals late in the season. To
some extent this is reminiscent of the drum lard contract.
When lard trade in drums was a big item, drum futures
had to go over cash loose by an amount sufficient to en-
courage drumming. At end-season, when old crop drummed
lard was not deliverable, the amount drummed over needs
(if any), often forced futures prices down to a spread vs.
loose at which the lard would be dumped out of the drums.

There seems to be no reason to expect the seasonal pattern
in bellies this year to be noticeably different than normal.
Storings so far have been heavy, in part a reflection of the
availability of a volume trade in futures. March 1 storage
stocks were 112 million 1b. vs. 73 million in 1963; 61 wmillion
in 1962; 59 million in 1961; 108 million in 1960. Stocks of
this size have created among some traders a bearish senti-
ment. They feel that the bacon slicing rate will not be
large enough to consume these stocks. However, this
assumes a continuation of the average storing tendency of
recent years, i.e. continuing buildup until about June 1.
There is another factor which may come into play before
June 1. That is, the age distribution of pigs would imply
sharply reduced marketings during late spring. There was
a peculiar structure in last fall’s farrowings. The June-
November crop as a whole was down 49 from the prior
year, but the decrease was not evenly spaced. June was 2%
higher, July 3% higher, August was 109 lower, September
89, lower, October 3% lower, and November 69, lower.
The high June-July farrowings plus the generally quite
mild open winter may have caused heavier than normal
January-February marketings in terms of per cent of total
crop, partly at the expense of later marketings. In other
words, from now on the marketings may be down even
more than the 5-89, lower needed to confirm that the crop
as a whole was down 4%. Hog slaughter during the month
of May could he down 119 from las year. The lower
farrowing trend continued through the December-February
period, the first half of the spring pig crop, and the source
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® YOU ASKED FOR HIGH CAPACITY
Anderson High Speed Expellers press twice the capacity of any single conventional press.

® YOU ASKED FOR LOW CAPITAL INVESTMENT
Anderson High Speed Expellers reduce capital investment in equipment by 50%.

® YOU ASKED FOR PRIME QUALITY CAKE
Anderson High Speed Expellers produce the type of cake you desire-a fine light “‘nut-like’ cake.

® YOU ASKED FOR LOW RESIDUAL OIL CONTENT
Anderson High Speed Expellers deliver cake with extremely low residual oil content . . . as
low as 2.5% on cottonseed, 3.2% on peanuts and 6% on copra pressing 50 tons per day.

® YOU ASKED FOR REDUCED OPERATING AND MAINTENANCE COSTS

Anderson High Speed Expellers deliver increased capacity, yet provide low operating and
maintenance costs.

® EXPELLER™ RESULTS ARE AVAILABLE ON 14 DIFFERENT OIL BEARING MATERIALS

Write
For FREE THE V. D. ANDERSON COMPANY
or ) division of International Basic Economy Corporation
Bulletin West 96th Street + Cleveland 2, Ohio, U.S.A. “Trade Mark Registered
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of hogs for slaughter June-August. So unless the pig erop
reports are all wet, we should have a considerable pressure
to withdraw bellies from store during the period from late
May on. Also note from the chart that the heaviest daily rate
of bacon slicing period comes in the last 6 months of the
October-September year, particular from Decoration Day
on, a period when hog slaughter is low.

There are other factors, however, to consider. A prime
one is the future of beef prices. Although cattle on feed
are down from a year ago, cattle on ranges are at an all-
time high. Ranges will support cattle in almost direct pro-
portion to the condition of the grass. After a bad start in
moisture terms, the situation has improved greatly lately
implying probably no heavy forcing of cattle into feedlots
and to market. There has been an enormous amount of
discussion lately about beef imports into the USA, and
undoubtedly this has been a factor in past beef price weak-
ness. However, the comparative price structure of world

(Continued on page 36)
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jcown COMPARATOR
(meets ASTM D1544-63T)
Now Available From Stock

o GARDNER-DELTA

N

B, CG-6745

For accurate testing of the colors of varnishes,
drying oils, resins, fatty acids, lacquers and
similar transparent colored liquids. Employs
18 unconditionally guaranteed precision Glass
Color Standards and scientifically color-
corrected CIE llluminant C source of illumina-
tion. This fully meets the NEW 1963 Speci-
fications recently adopted by AOCS and ASTM
to replace the former method of test based on
the 1933 Gardner Liquid Standards and their
later modifications. Using the Gardner Bubble
Viscometer sample tube, the color comparison
is made by reference to the two adjacent glass
color standards in the Gardner-Delta Color
Comparator. Write for complete literature.

#““GARDNER %, GARDNER LABORATORY, INC.
INSTRUMENTS %4 p o, Box 5728 (5521 Landy Lane)

G AT Bethesda, Maryland 20014

(Area Code 301) 656-3600

W. U. TELEX 089-317

¥,
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Forty Years of Service

NEXT STOP CHICAGO!

May is not too soon to start planning to make Chi-
cago your next stop—site of the 38th AOCS Fall
Meeting. Dates are Oct. 11-14, 1964. There’ll be in-
spiration, exhibits and entertainment for all.
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