Hog Margin Watch: October @ CIH

Margins deteriorated over the first half of October as a drop in hog prices more than offset the savings from steady to weaker projected feed
costs, particularly in nearby marketing periods. CME hog futures have been pressured recently from lower trade in both the pork cutout and
cash hog market. The pork cutout has declined around $20/cwt. from the highs posted earlier this summer while negotiated cash hog prices
are down around $5/cwt. so far in October. While hog slaughter last week was down 1.8% from a year ago, harvest weights are starting to
creep higher as more new-crop corn enters feed rations. In the past two weeks it is estimated that overall hog weights (both producer and
packer owned) increased 2.3 pounds or 1.1% from two weeks prior. This is more than double the rate of increase from both last year and 2019
for the same time frame and suggests that producers are maybe starting to get less current in their marketing. USDA released the October
WASDE report which increased both corn and soybean production forecasts and ending stocks which pressured the feed markets. Corn yield
was raised slightly from September to 176.5 bushels per acre, with production now estimated at 15.019 billion bushels and ending stocks
pegged at 1.50 billion bushels. The soybean yield forecast was raised to 51.5 bushels per acre with production now estimated at 4.448 billion
bushels and ending stocks pegged at 320 million bushels, with much of that increase coming from higher beginning stocks. For hogs, USDA
lowered their pork production forecasts for Q4 and Q1 by 4.5% and 4.3%, respectively, from their previous estimate in September. Our clients

have benefited from extending margin protection recently following strengthening margins while continuing to look for adjustments on existing
positions.
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The Hog Margin calculation assumes that 73 Ibs of soybean meal and 4.87 bushels of corn are required to produce 100 lean hog Ibs.
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.
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