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The most recent USDA NASS Hogs and Pigs report has confirmed what the industry already 
suspected. There are many more hogs than previously thought coming to market. The latest hogs 
and pigs report showed 2.6% more market hogs than at this time last year or about 1.6 million 
head. The weight breakdown indicates one million of those hogs are destined for slaughter in the 
next three months. The problem is that last year’s 4th quarter hog slaughter capacity was 
concerning as well, touching weekly slaughter capacity maximums in December. A million more 
hogs to slaughter than last year has many comparing 2016 to 1998, when the hog market prices 
crashed due to packing capacity constraints.  
 
Slaughter Capacity: 1998 vs. 2016 

Slaughter plant capacity is measured in head per day or per week and is measured by the number 
of animals that can be pushed through the plant based on the line speed based on a 5.4-day 
workweek. U.S. packing plant capacity is tracked by Express Markets, Inc. and published by the 
pork checkoff program. 
 
Currently, the hog packing industry is under a period of expansion. The industry added one new 
hog plant this year, increasing daily slaughter capacity by 2,500 head, and a second plant is 
expected to open in January 2017, adding another 4,000 head to daily capacity. Two larger plants 
are expected to open by fall of 2017, adding another 22,000 head to slaughter capacity. Daily 
slaughter capacity is estimated to be 450,000 head, resulting in about 2.44 million head per week 
based on 5.4 days. Packing plants have some flexibility, by running a second shift or extending 
slaughter to Saturday and Sunday. However, that can only be sustained for so long. Plants need to 
be shut down to perform maintenance and run sanitation protocols. What’s more is that it’s 
expensive for plants to pay workers overtime, which limits the amount packers are willing to pay to 
slaughter additional animals. 
 
In 1998, hog slaughter capacity was about 400,000 head per week, less than it is today. Similar to 
this year, the number of hogs available was greater than what September and June Hogs and Pigs 
report predicted. Weekly hog slaughter exceeded the weekly maximum (based on a 5.4 day week) 
for six weeks, indicating an over utilization of slaughter capacity. Saturday slaughter was one of the 
leading indicators, running at very high levels through the second half of the year, reaching over 
75% on a daily basis for those six weeks. Saturday slaughter typically fluctuates throughout the 
year to account for short term supply changes. When Saturday slaughter reached heights seen in 
1998, daily weekday slaughter had already been at maximums for most of the second half of the 
year. Saturday slaughter figures were over 50% of the daily capacity for much of the second half. 
 
As we look at this year’s high volumes of daily and weekly slaughter, Saturday slaughter as an 
indicator of slaughter capacity becomes all the more important. Figure 1 shows the weekly hog 
slaughter of 1998 relative to 1998 Fall Slaughter Capacity. Figure 2 shows weekly hog slaughter 
for 2015 and 2016, the five-year average and the slaughter capacity for fall 2016. Figure 3 plots 
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Saturday slaughter as a percent of daily capacity at the time. Saturday slaughter is higher than it 
was at this point in 1998, which could point to three things.  
 
Figure 1: Weekly Hog Slaughter in 1998 relative to Capacity  
Source: USDA-AMS, LMIC, EMI Analytics, Inc.  

 

 
 
Figure 2: Weekly Hog Slaughter in 2016 and 2015 compared to the five-year average and 
2016 Fall Slaughter Capacity 
Source: USDA-AMS, LMIC, EMI Analytics, Inc. 

 
 
 
 
 



Figure 3: Saturday Slaughter as a Percent of Daily Relative Capacity 
Source: USDA-AMS, LMIC, EMI Analytics, Inc. 

 

 
First, unlike in 1998, 2016 processing capacity will be tested earlier than December. The second is 
packing plants are trying to manage the large volumes coming in the fourth quarter by pulling a few 
hogs ahead. Both could still be true. Dressed weights have not provided concrete evidence that we 
are slaughtering hogs early. Most of the year, dressed weights have been down, but as we have 
seen slaughter rates rise, weights have actually increased back to year ago levels.   
 
The hog slaughter situation is precarious rather than imminent. The volume of hogs that will need 
to be slaughtered in the fourth quarter of this year is large. For example, approximately 83 
thousand more hogs need to be slaughtered per week than last year (1 million/12 weeks). Adding 
that figure to weekly year-ago numbers would yield a similar situation to 1998, in which slaughter 
capacity was exceeded in six nearly consecutive weeks. However, the last three weeks have 
shown slaughter is over 100 thousand ahead of last year, and exceeded slaughter capacity in two 
of the three weeks. The risk is that there could be even more additional hogs than reported. The 
Quarterly Hogs and Pigs report is a voluntary surveyed report, which means it does not represent 
100% of the industry.   
 
So far, hog futures have not priced in a 1998 situation, but prices could unravel very quickly. 
December lean hog futures prices have been on a downward slide since June, taking over $20 per 
cwt off peak prices. December futures are now listed in the low 40s. Market participants will closely 
watch daily and weekly slaughter figures through the final quarter of this year; however, there is 
still a significant amount of uncertainty around where prices will end up to close out the year.   
 

 



Butter Domestic Consumption Continues to Grow 

Butter consumption has turned a corner over the last decade and has been steadily increasing, 
adding over one pound per person since 2005. This has been quite the change since the 1980s 
and 1990s when domestic annual consumption remained flat, remaining between 4.3 and 4.7 
pounds per person. In 2015, butter consumption had increased to 5.6 pounds per person, a figure 
not seen since 1969. 
 
For historical perspective, butter consumption reached its peak in 1911, according to the Food 
Availability Database1, totaling 18.7 pounds per person. Rapid declines in consumption did not take 
place until World War II. Substantial shortages and rationing provided the catalyst for the rise of 
margarine and other oil-based products to be used as substitutes for table and food processing 
consumption. In a mere 10-year period, consumption fell seven pounds per person from 1940 to 
1950. Previous to World War II, margarine consumption was only just over two pounds per person. 
Over the next 30 years, margarine consumption rose to nearly 12 pounds per person, peaking in 
the 1970s.2   
 
Increasingly, the U.S. has changed its attitude towards saturated fats, and butter once again 
replaced margarine as the condiment spread of choice. However, gains have been small and 
steady as opposed to the rapid loss in consumption we saw in the 1940s.  
 
A recent Wall Street Journal article estimated that McDonald’s switching to butter should use about 
600 million pounds of milk annually3. It takes 21 pounds of milk to make 1 pound of butter, 
translating to McDonald’s using 28.5 million pounds of butter per year. If consumed completely by 
the domestic market, it would add 0.08 pounds per person or an additional 1.5% annually per 
person, just from McDonald’s. That implies an even a large company moving to butter products will 
only increase consumption by a relatively small amount. But, what it does do is raise the overall 
demand profile for dairy products. Large scale companies such as McDonald’s are not the type 
that will jump readily in and out of the butter market based on prices after an announced menu 
change. What’s more is they have announced to the world that this change is in an effort to 
incorporate more natural foods into their menu, signaling it is no longer a pricing decision. 
 
Butter production is up 5% through August, most of which has landed itself in cold storage. 
Inventories were up 44% year over year in the month of September. Although domestic 
consumption continues to make progress, much of the inventory buildup is related to slowed 
exports. Butter and Oil exports (HTS 0405) are down through the first eight months of the year 
16% relative to the first eight months of last year. Holiday demand for butter usually does pull 
stronger prices, but with the inventories, production, and weak exports weighing so heavily on 
prices, small bursts of demand are unlikely to bring rapid price improvements. 
 
 

                                                           
1 Source: Calculated by ERS/USDA based on data from various sources (see http://www.ers.usda.gov/data-products/food-availability-

(per-capita)-data-system/food-availability-documentation.aspx). Data last updated  Feb. 1, 2016. 

2 http://www.ers.usda.gov/amber-waves/2016-july/butter-and-margarine-availability-over-the-last-century.aspx#.WAY_148rLIV 

3 http://www.wsj.com/articles/americas-dairy-farmers-dump-43-million-gallons-of-excess-milk-1476284353 
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