
Hog Margin Watch: September

Margins improved over the first half of September as hog prices surged making new contract highs in deferred months while feed costs held
relatively steady but remain firm. USDA released the September WASDE report which confirmed lower projected yields for both corn and
soybeans. Corn production was lowered 415 million bushels from August on both lower yield and harvested area, with soybean production
reduced 152 million bushels on similar cuts to both harvested area and yield. Continued declining crop condition ratings combined with a
warmer late summer to the growing season is helping to keep risk premium in the feed markets ahead of harvest, particularly for the soy
complex. Hog prices have risen on export optimism despite year-to-date statistics confirming that higher prices and a strong U.S. dollar have
hurt pork exports this year. Total exports of fresh, frozen, and processed pork in July were 162,675 MT, down 6.1% from last year with total
export value of $520 million likewise 4% below a year ago. Through July, pork export value of $3.562 billion was $672 million or 15.9% lower
than a year ago while the volume of pork exports for the year is down 17.2% from the same period in 2021. Outstanding export sales to China
hit a recent high point last week at 28,632 MT, the highest weekly value since April which may indicate seasonal buying to come. Chinese
domestic hog and pork prices have risen recently, renewing the likelihood that China will release strategic pork stocks into the domestic
market to maintain price stability, and later look to rebuild those supplies through renewed imports. Our clients have benefited from recent
adjustments to add upside price flexibility to existing hog positions, while considering targets to add new margin coverage in deferred
marketing periods.

4th Qtr '22 2021 2022    Q4 2022:    HIGH $7.62    LOW -$7.32    LAST $1.39    10YR PERCENTILE 73.2% 

1st Qtr '23 2022 2023    Q1 2023:    HIGH $8.98    LOW -$2.41    LAST $5.44    10YR PERCENTILE 75.6% 

2nd Qtr '23 2022 2023    Q2 2023:    HIGH $16.92    LOW $10.15    LAST $15.47    10YR PERCENTILE 76.6% 

3rd Qtr '23 2022 2023    Q3 2023:    HIGH $11.48    LOW $8.06    LAST $10.92    10YR PERCENTILE 74.6% 

The Hog Margin calculation assumes that 73 lbs of soybean meal and 4.87 bushels of corn are required to produce 100 lean hog lbs.
Additional assumed costs include $40 per cwt for other feed and non-feed expenses.

The information contained in this publication is taken from sources believed to be reliable, but is not guaranteed by Commodity & Ingredient Hedging, LLC,
nor any affiliates, as to accuracy or completeness, and is intended for purposes of information and education only. Nothing therein should be considered as a
solicitation to trade commodities or a trade recommendation by Commodity & Ingredient Hedging, LLC. All references to market conditions are current as of
the date of the presentation. Futures and options trading involves the risk of loss. Past performance is not indicative of future results. Please visit 
www.cihmarginwatch.com to subscribe to the CIH Margin Watch report.

Commodity & Ingredient Hedging, LLC
120 South La Salle St, Suite 2200 Chicago, IL 60603 1.866.299.9333
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http://www.cihmarginwatch.com/

