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Hog Price Cycles - Where Are We? 

The three year hog price cycle continues. The drought of 1983 coupled with 
the PIK program cut the 1983 corn crop in half. The subsequent price kick 
increased feed costs enough to put most hog operations in the red as hog 
prices drifted below the mid $40's. The normal reaction followed--more 
breeding stock went to slaughter last fall. Consequently, hog production will 
likely run 10 to 14 percent below year earlier levels for the remainder of 
1984. 

This cyclical reduction in supplies should bring hog prices into the $56 area 
during the normal seasonal high price period of July and August. For the year 
of 1984, hog prices will likely average about $4 over 1983. 

Prices for the past five price cycles are shown in the following table. The 
low 12 month price period was from the second quarter of 1983 through the 
first quarter of 1984 when hog prices averaged $45.80 at the seven major 
markets. The price increase from that period to the following 12 month period 
(starting in the current quarter) will be more like $10 per cwt. 

Average Annual Hog Prices At Seven Major Markets By 3 Year Cycles 

Years Low Year Following Years 

1968-70 $18.50 $22.20 $22.70 
1971-73 18.45 26. 76 40.27 
1974-76 35.12 49.12 43 .83 
1977-79 41.38 48.46 42.32 
1980-82 40.04 44.45 55.44 
1983-85 47.90* 52.00 (forecast) 

s~ 

* High first quarter prices ($55.14) held this "low year" average up. If 
the first quarter of 1984 is substituted in for the first quarter of 
1983, the average 12 month price drops to $45.80. 
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HOG PROFIT CYCLES BY TYPE OF OPERATION 

Hog prices and feed prices are the factors that cause the largest variation in 
profits for the hog industry. And of these two, hog prices are more important 
than feed prices. Consequently, we would expect that profit variations would 
tend to follow hog price variations. Let's examine recent variations in 
returns for the three different typ~s of hog operations--farrow to finish, 
feeder pig production and hog finishing. 

Farrow To Finish Returns 

Farm management enterprise records kept by some 50 farmers in the Southwest 
Farm Management Association reveal the following costs and returns to the 
complete farrow to finish hog operation over the past two price cycles. 

1977-79 Price Cycle 

Price received, all hogs 
Feed and direct cash costs 
Returns over direct costs 

1980-82 Price Cycle 

Price received, all hogs 
Feed and direct cash costs 
Returns over direct costs 

1983-85 Price Cycle 

Price received, all hogs 
Feed and direct cash costs 
Returns over direct costs 

Low Price 
Year 

Second 
Year 

Third 
Year 

----------per hundredweight------------

1977 1978 1979 

$40.16 $48.03 $41.97 
25.00 26 .47 28.40 
15.16 21.56 13 .57 

1980 1981 1982 

$40.25 $43.88 $54.14 
32.34 32. 57 29.89 

7.91 11.31 24.25 

1983 

$46 .89 
32.73 
14.16 

Source: Annual reports, 1977-1982, Southwestern Minnesota Farm Management 
Association, Department of Agricultural and Applied Economics, Institute of 
Agriculture, University of Minnesota, St. Paul, Minnesota. 1983 data is from 
Farm Business Management, 1983 Education Program Annual Report, Mankato 
Agricultural Vocational Technical Institute, April, 1984. 

Note that returns over feed and direct cash costs (excluding interest and 
repairs) increased and decreased along with hog prices. However, feed and 
direct cash costs increased enough between 1977 and 1979 to more than offset 
the $1.81 price advantage in 1979. Likewise, higher feed and cash costs in 
1984 will partially offset the $4.60 average expected price increase. 



Returns From Producing Feeder Pigs 

Enterprise records kept by feeder pig producers in southeastern Minnesota and 
summarized by the Winona Area Technical Institute reveal the following costs 
and returns to this enterprise over the past 7 years. 

Low Price Second Third 
Year Year Year 

1977-79 Price Cycle 1977 1978 1979 

Price received per pig $36.61 $44.00 $37 .35 
Feed and cash costs per litter 134.04 146.19 183 .49 
Returns over direct costs per litter 17 5. 96 184.30 54.00 

1980-82 Price Cycle 1980 1981 1982 

Price received per pig $34.97 $37.36 $52.76 
Feed and cash costs per litter 144.66 211.88 221.60 
Returns over direct costs per litter 80.80 93.84 210.45 

1983-85 Price Cycle 1983 

Price received per pig $38.54 
Feed and cash costs per litter 202.88 
Returns over direct costs per litter 93.86 

·Both pig prices and feed prices have been important factors affecting returns 
to feeder pig producers. Note that feed costs declined enough between 1979 
and 1980 to allow 1980 returns to increase despite the fact that pigs sold for 
less. In general, however, pig prices have been the major factor determining 
returns to this enterprise in recent years. 

Returns From The Hog Finishing Enterprise 

The hog price level is also important in affecting returns from the hog 
finishing enterprise. However, the directional movement of hog prices during 
the period that individual groups of feeder pigs are fed is perhaps the most 
important variable. In years of significant price improvement--like 1978 and 
1982 (and 19847)--the finishing enterprise yields good returns to the average 
feeder. In other years, only those skilled in marketing management are likely 
to get good returns. (See the first table on page 4.) 

Summaries of the 20 to 30 farms in the Southwestern Minnesota Farm Management 
Association that have been finishing feeder pigs indicates the following costs 
and returns to this enterprise during the past two price cycles. (The 1983 
record results are from the Mankato AVfI Farm Management Summary.) 



Low Price Second Third 
Year Year Year 

1977-79 Price Cycle 1977 1978 1979 

Price paid per pig $37 .69 $51.05 $40.31 
Price received per cwt 41.07 47.96 40.04 
Returns over direct costs per cwt 10.00 12.17 -.31 

1980-82 Price Cycle 1980 1981 1982 

Price paid per pig $37. 77 $42.58 $50.51 
Price received per cwt 39.36 44.57 54.55 
Returns over direct costs per cwt 3.12 3.52 17 .79 

1983-85 Price Cycle 1983 

Price paid per pig $39.78 
Price received per cwt 47 .34 
Returns over direct costs per cwt 7.94 

FACTORS AFFECTING RETURNS BY TYPE OF OPERATION 

Although the major factor affecting year to year returns is the price level, 
other important factors that individual operators have some control over are 
illustrated below for each of the three types of hog enterprises. 

Factors Important In Farrow To Finish Operation 

Some major factors affecting returns to the complete hog operation are shown 
below: 

Costs And Returns From Complete Hog Enterprise - 1983* 

Return over feed costs 
Direct cash costs 
Return over feed and direct costs 

Feed fed, pounds 
Protein, salt & mineral, pounds 
Price per cwt of protein, salt & mineral 
Total feed cost 

Price received per cwt, all hogs 
Pigs weaned per litter 

Eleven Farms 
Highest In Return 
Above Feed Cost 
Per Cwt Of Gain 

$19.76 
4.26 

15.50 

368 
74 

$14.61 
25.21 

$47.25 
8.2 

Eleven Farms 
Lowest In Return 
Above Feed Cost 
Per Cwt Of Gain 

$ 1.53 
3.44 

-1.91 

484 
93 

$19.76 
39.07 

$46 .18 
7.6 

* Source: Farm Business Management, 1983 Education Program Annual Report, 
Mankato Agricultural Vocational Technical Institute, April 1984. 



Factors Important In Feeder Pig Production 

Some major factors affecting returns to feeder pig production are shown below: 

Costs And Returns, Weaning Pig Production - 1983* 

Return over feed costs 
Direct cash costs 
Return over feed and direct costs 

Feed fed, pounds 
Protein, salt & mineral, pounds 
Price per cwt of protein, salt & mineral 
Total feed cost 

Price received per pig sold 
Average weight of pig sold 
Litters per bearing female per year 

Eight Farms 
Highest In Return 
Above Feed Cost 

Per Litter 

$151.12 
30.57 

120.55 

1868 
408 

$16.81 
161.61 

40.05 
43 .2 
1.8 

Eight Farms 
Lowest In Return 
Above Feed Cost 

Per Litter 

$58.25 
24.14 
34.11 

2262 
626 

$17.34 
202.98 

35.74 
48.3 

1.6 

* Source: Farm Business Management, Southeastern Minnesota Annual Report, 
1983, Austin Area Vo-Tech Institute, Austin, Minnesota. 

Factors Important In Finishing Feeder Pigs 

Major factors affecting returns to the finishing enterprise are shown below: 

Costs And Returns From Hog Finishing Enterprises - 1983 

Return over feed costs 
Direct cash costs 
Return over feed and direct costs 

Feed fed, pounds 
Protein, salt & mineral, pounds 
Price per cwt of protein, salt & mineral 
Tota 1 feed cost 

Price received per cwt 
Average weight of hog sold 
Average price per pig bought 
Average weight per pig bought 

Twelve Farms 
Highest In Return 
Above Feed Cost 

Per Cwt 

$16 .18 
1.29 

14.89 

363 
69 

$13.25 
23 .27 

48.04 
224 

$33.71 
43.2 

Twelve Farms 
Lowest In Return 
Above Feed Cost 

Per Cwt 

$-3.84 
1.00 

-4.84 

464 
83 

$15.14 
32.59 

45.94 
254 

$45.50 
48.8 

* Source: Farm Business Management, Southeastern Minnesota Annual Report, 
1983, Austin Area Vo-Tech Institute, Austin, Minnesota. 
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Summary Of Important Factors 

Feed cost control is essential. Good breeding, nutrition and health programs 
all contribute to this. High cost producers are usually found to be paying 
more per pound for purchased concentrates. They also tend to feed more 
purchased concentrates than do the high return farmers. 

For hog enterprises that have a sow herd, management of that herd to get the 
maximum pigs per sow per year is quite important. This means more litters per 
sow as well as more pigs saved per litter. 

As pointed out earlier, marketing is especially important for the operator who 
buys feeder pigs. The higher return feeders almost always pay less for 
feeders while getting more for the slaughter animals. Perhaps much of this is 
in the timing of purchases and sales during the year. Third quarter prices 
are usually the highest--and will likely be again this year. Forward pricing 
opportunities can sometimes be taken advantage of at that time. This should 
be strongly considered in years when hog prices are at the top of their 3 year 
cycle. This summer will likely be the top of the current price cycle. 

Prepared by Paul R. Hasbargen, Extension Economist 
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