Cooperative Extension EC04-833

Nebraska

Lincoln

Hedging and Basis Considerations
For Swine Livestock
Risk Protection Insurance

Darrell R. Mark
Extension Agricultural Economist, Livestock Marketing
Department of Agricultural Economics
Institute of Agriculture and Natural Resources
University of Nebraska-Lincoln

June 2004

Funding for this project was provided under a risk management education
partnership agreement among the USDA Risk Management Agency,
Nebraska Cattlemen, Inc., Nebraska Pork Producers Association, and

Nebraska Farm Bureau Federation.

N

IANR

Issued in furtherance of Cooperative Extension work, Acts of May 8 and June 30, 1914, in cooperation with the U.S. Department of Agriculture.
Elbert C. Dickey, Dean and Director of Cooperative Extension, University of Nebraska, Institute of Agriculture and Natural Resources.

University of Nebraska Cooperative Extension educational programs abide with the non-discrimination policies of the University of Nebraska-Lincoln
and the United States Department of Agriculture.






Hedging and Basis Considerations For Swine
Livestock Risk Protection Insurance

Background

Livestock Risk Protection (LRP) Insurance for
swine is a price-risk management tool initially
offered in July 2002 to Iowa swine producers. It
was expanded to Nebraska, Indiana, Illinois,
Kansas, Minnesota, Nevada, Oklahoma, Texas,
Utah, and Wyoming in November 2003. LRP
indemnifies against declines in hog sale prices,
as measured by a national two-day weighted
average negotiated and swine/pork market
formula hog price (equivalent to the Chicago
Mercantile Exchange (CME) lean hog index).
Producers can use LRP insurance to protect
against declines in their own cash sales price
while still benefiting from price increases, similar
to using CME put options. When using CME put
options or futures contracts to protect against
price level changes, hedgers remain exposed to
basis risk (a change in the difference between
their local cash price and futures price). As a
result, livestock producers using futures or
options to hedge selling prices often use histori-
cal basis data to forecast basis and expected cash
selling price for future livestock sales. Although
futures or option contracts provide protection
against decreases (and, in the case of futures
contracts, increases) in price level, changes in
basis result in an actual selling price higher or
lower than the expected selling price.

Similar to using futures or options, hog
producers using LRP insurance to hedge sales
prices are also exposed to a type of basis risk.
However, the difference between producers’
selling price and futures price, or futures basis, is
not relevant when using LRP. Instead, the differ-
ence between the producers’ selling price and the
two-day weighted average negotiated and
swine/pork market formula hog price (carcass
weight basis), or LRP basis, is used to determine
the expected selling price for future sales of
hogs. The LRP insurance contract pays an
indemnity to the producer if the Actual Ending

Value (AEV), measured by the two-day weighted
average negotiated and swine/pork market
formula hog price or CME lean hog index, on the
ending date of the contract falls below the cover-
age price established when the producer pur-
chased the coverage endorsement. The amount
of the indemnity is the difference between the
coverage price and AEV. Therefore, the changes
in the relationship between a producer’s selling
price relative to the AEV (i.e., changes in the LRP
basis) will determine whether the actual selling
price is equal to the expected selling price.
Consequently, forecasting LRP basis is important
when hedging with LRP. This paper examines
historical LRP basis and demonstrates its use in
hedging with LRP.

Hedging With Futures and Options — A
Review

Futures Hedging

Futures hedging is using the futures market
as a temporary substitute for a cash market
transaction that is expected to occur at a date in
the future. Hedging with futures protects pro-
ducers against the risk of price level changes;
however, changes in basis can result in higher or
lower net selling prices. Consider, for example,
that in January a hog producer who plans to sell
650 head of 185 Ib. barrows and gilts (carcass
weight basis) in the cash market in April decides
to hedge the sale by selling three CME April lean
hog futures contracts at $50.00/cwt, the price of
April lean hog futures in January. The producer
estimates the futures basis in April for lean hogs
to be -$2.00/cwt (e.g., the April cash market will
be $2.00/cwt lower than the April futures market
in April). The producer’s expected selling price
(ESP) in April can be found by adding the
futures basis to the price level established by
selling the April futures contracts and subtract-
ing the brokerage commission for trading futures
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contracts (here assumed to be $100/ contract, or
$0.25/cwt). The ESP is $50.00/cwt +(-$2.00/cwt)
- $0.25/cwt, or $47.75/cwt. So, the producer
expects to receive $47.75 for the hogs, net of
brokerage commission. This price will not
change as a result of price level increases or
decreases, but will change if basis is stronger or
weaker than -$2.00/cwt.

The actual selling price (ASP) for the
producer’s hogs will be determined in April
when the hogs are sold in the cash market and
the April futures contracts are offset by buying
the futures contracts that were sold at the outset
of the hedge. During the period of the hedge
(January to April), the April lean hog futures
price could increase or decrease, and the April
futures basis could strengthen or weaken relative
to the expected -$2.00/cwt futures basis. Sup-
pose price levels do decrease such that April lean
hog futures are $45.00/cwt in April, but April
futures basis is -$2.00/cwt, as expected. This
situation is summarized in the table below.

Date Cash Market  Futures Market Basis

January No action Sell 3 CME April  Expected April
lean hog futures  basis to be
contracts at -$2/cwt
$50/cwt

April Sell 650 head Buy 3 CME April ~ Actual April
of 185 1b. lean hog futures basis is -$2/

hogs at contracts at cwt
$43/cwt $45/cwt

Cash price  Neton futures=  No change
received = $5/cwt

$43/cwt

The ASP, after accounting for the futures
transactions, is determined by adding gains on
the futures trade to the cash selling price and
subtracting brokerage commission. In this case,
the ASP is $47.75/cwt (cash price received of
$43.00/cwt plus the gain on futures trade of
$5.00/cwt less $0.25/cwt brokerage commis-
sion). Here, the futures hedge protected the
producer against a decline in price level. More-
over, the producer’s ASP is equal to the ESP
because the actual April futures basis of -$2.00/
cwt was exactly as forecasted in January.

The ASP will not equal the ESP if the actual
April futures basis is not -$2.00/cwt. To see this,
suppose again that April lean hog futures prices
in April are $45.00/cwt but that basis is -$4.00/
cwt ($2/cwt weaker than forecasted). In this

case, the cash market selling price is lower
relative to the futures market, as shown in the
following table.

Date Cash Market  Futures Market Basis

Sell 3 CME April  Expected April
lean hog futures  basis to be

January No action

contracts at -$2/cwt
$50/cwt
April Sell 650 head Buy 3 CME lean Actual April
of 185 1b. hog futures basis is
hogs at contracts at -$4/cwt
$41/cwt $45/cwt
Cash price  Neton futures=  Actual basis
received = $5/cwt $2/cwt
$41/cwt weaker than

expected

In this case where the April futures basis was
weaker than expected, the ASP was $45.75/cwt
(cash selling price of $41.00/cwt plus the gain on
futures contract of $5.00/cwt less $0.25/cwt
brokerage commission). The same decline in
price level resulted in the same gain on the
futures trade ($5.00/cwt); however, because the
April futures basis was $2.00/cwt weaker than
expected, the cash price received was $2.00/cwt
less than in the previous example. Thus, the ASP
was $2/cwt less than before, and $2/cwt less
than the ESP. The ESP, as an expectation of gross
revenue, is often used for budgeting purposes. In
cases where the ASP is lower than the ESP, actual
revenues are less than expected. Developing an
ESP at the outset of a hedge that closely approxi-
mates the ASP is important when making budget
decisions. Because the only difference between
ESP and ASP in a futures hedge is determined by
differences in actual futures basis relative to the
expected futures basis, forecasting what the
futures basis will be at the conclusion of the
hedge is critical to minimizing the risk of receiv-
ing an actual sales price less than expected when
the hedge was initiated.

It is also possible for the ASP to be higher
than the ESP. This occurs when actual futures
basis is stronger than the expected futures basis
forecast. For example, suppose that in the exam-
ple above, the actual April futures basis was
-$1.00/cwt ($1.00/cwt stronger than expected).
In this case, the ASP would be $48.75/cwt (cash
selling price of $44.00/cwt plus the gain on
futures contract of $5.00/cwt less $0.25/cwt
brokerage commission), $1.00/cwt higher than
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the ESP of $47.75/cwt. Another possibility in the
examples above is that the price level increased
between January and April. If this were to occur,
the hedger would realize a loss on the futures
transaction but would realize a higher selling
price in the cash market. This would not cause a
difference between the ASP and ESP. However, a
decrease (increase) in the actual April futures
basis relative to the expected April futures basis
would still result in an ASP that was lower
(higher) than the ESP.

Options Hedging

Livestock producers can use options contracts
to create a minimum expected selling price and,
unlike hedging with futures, not be prevented
from realizing higher selling prices in the event
price level increases at the conclusion of the
hedge. To do so, producers purchase put options,
which give them the right but not obligation to
sell the underlying futures contract at a specified
strike price at any time during the life of the
option. The minimum price established with the
put option is determined by subtracting the
option’s premium (or purchase price) from the
specified strike price. To translate the minimum
price into an expected minimum selling price for
the livestock, the appropriate futures basis must
be added and the brokerage commission de-
ducted, as in the futures hedge. Suppose, for
example, that a hog producer purchases three
April CME lean hog put options with a $48/cwt
strike price for $1.50/cwt to create a minimum
selling price for the sale of 650 head of 185 Ib.
hogs (carcass weight basis) in April. As before,
the producer’s estimated futures basis in April is
-$2.00/cwt and brokerage fees are $0.25/cwt.
The minimum expected sale price (MESP) is
$44.25/cwt ($48.00/ cwt - $1.50/cwt + -$2.00/cwt
- $0.25/cwt). The ASP for the hogs in April will
depend upon the price level (i.e., whether the
put option is used) and the actual April futures
basis. Suppose, as in the example above, that the
April lean hog futures decline to $45/cwt in
April and that futures basis is -$2.00/cwt (as
forecasted). In this case, the put option with the
strike price of $48/cwt has $3.00/cwt of intrinsic
value and could be sold for $3.00/cwt. The
outcome of this option hedge is shown in the
following table.

Date Cash Market  Futures Market Basis
January No action Buy 3 $48/cwt Expected April
CME April lean basis to be
hog put options -$2/cwt
for $1.50/cwt
April Sell 650 head Sell 3 $48/cwt Actual April
of 185 1b. CME April lean basis is
hogs at hog put options -$2/cwt
$43/cwt for $3.00/cwt
Cash price  Netonoptions=  No change
received = $1.50/cwt
$43/cwt

The ASP is computed as before (cash price
received plus net on options less brokerage fees).
Here, the ASP is $44.25/cwt (= $43.00/cwt +
$1.50/cwt - $0.25/cwt). The MESP was realized
in this case when price levels decreased and the
put options had value in April. Even with this
price level decrease from $50/cwt in January to
$45/cwt in April, the ASP could be lower than
the MESP if actual April futures basis is weaker
than the forecasted -$2.00/cwt. Suppose, for
example, that the actual April futures basis is
-$4.00/cwt. This effectively lowers the cash price
received to $41/cwt, but the net on options and
brokerage fees remains the same so that the ASP
is $42.25/cwt, $2.00/cwt less than the MESP.
This $2.00/cwt difference is a result of the actual
April futures basis being $2.00/cwt less than
forecasted.

In the case of futures price level being higher
than the strike price ($48/cwt), the hedger would
not offset the put option (i.e., let it expire worth-
less). The hogs would be sold at a higher cash
market price, and only half the brokerage com-
mission (from initially purchasing the put op-
tion) would be deducted. This would (assuming
constant futures basis) result in ASP exceeding
the MESP. Futures basis risk is still present,
however, in that a futures basis weaker (stron-
ger) than forecasted will decrease (increase) the
ASP even when futures price level is higher than
the option strike price.

Like futures hedging, hedging with put
options leaves producers exposed to futures
basis risk. As we will see below, hedging with
LRP insurance contracts works similarly to
options hedging and there is still basis risk
present. However, the futures basis risk is re-
placed by a different basis risk, which is dis-
cussed in the next section.
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Futures Basis vs. LRP Basis

When purchasing LRP insurance, hog produc-
ers select a coverage price which is based on a
national cash market average price. If the AEV
(actual ending value) of the LRP insurance policy
(as measured by the AMS-USDA two-day
weighted average national negotiated and
swine/pork market formula price, which is
equivalent to the CME lean hog index and
hereinafter denoted “CME index”) is less than
the coverage price, the LRP insurance pays an
indemnity equivalent to the difference between
the coverage price and AEV. Conversely, if the
AEV exceeds the coverage price, no indemnity is
paid. The producers” ASP (actual sale price) is
determined by adding any LRP indemnity
received to the cash market selling price and
deducting the LRP insurance premium paid. The
ASP will differ from the coverage price (less
premium) by the difference between the local
cash market selling price (wWhere/how the hogs
are sold) and the LRP’s AEV (CME index). This
difference is called LRP basis. Like futures basis,
LRP basis must be estimated for the time of the
cash market sale (when the LRP policy ends) to
determine the expected sales price for the hogs.

LRP basis is different than futures basis;
therefore, using historical futures basis to esti-
mate LRP basis is inappropriate. However,
similar techniques can be used. Rather than

75

examining seasonal trends in the difference
between local cash price and futures price (i.e.,
futures basis), the difference between the local
cash price and the CME index price (i.e., LRP
basis) is of interest. Figures 1 and 2 illustrate the
CME index and Western Corn Belt (WCB) aver-
age hog price from August 2001 to March 2004.
During this period, lowest prices (in the $30s/
cwt) occurred in the second half of 2002 as a
result of increased hog slaughter generating a
relative increase in commercial pork production.
Highest prices occurred in the second half of
2001 as a result of lower hog slaughter and in
2004 due to strong domestic and export demand
for pork. The prices (Figures 1 and 2) indicate
that the WCB average hog price generally tracks
closely to the CME index price. This is in large
part because the CME index price includes in its
weighted average prices for hog sales made in
the WCB. Still, there is not always a one-to-one
correspondence and the WCB average hog LRP
basis changes.

The WCB average hog price is used as an
estimate of a producers’ actual selling price.
Depending upon an individual producer’s
location and contractual arrangements for hog
sales, other hog price series may serve as a closer
approximation to a producer’s actual selling
prices. Therefore, the remaining figures and
tables in this paper contain the Iowa/S. Minne-
sota base and average hog prices, Eastern Corn
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Figure 1. CME Lean Hog Cash Index, 2001-2004.
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Figure 2. Western Corn Belt Negotiated Weekly Weighted Average Hog Price.

Belt (ECB) base and average hog prices, national
base and net hog prices, and WCB base hog
price, in addition to the WCB average hog price.

Table 1 reports summary statistics for LRP
basis and traditional futures basis for hogs using
the price series indicated above from August
2001 to March 2004. The mean LRP basis for the
WCB average hog price of $0.14/cwt indicates
that, on average, the WCB average hog price is
$0.14/cwt higher than the CME index. Relative
to the CME index, the base price series are lower
than the average price series (i.e., the base price
series result in a weaker basis). This is due to the
average price series including quality premi-
ums/discounts which are typically positive (the
base price series does not include premiums).
The national base and net hog prices are, on
average, higher than the WCB, ECB, and IA./S.
Minn. base and average prices, resulting in a
stronger basis for the national base and net hog
price series. Further, the national base and net
price series are somewhat less variable, as mea-
sured by the standard deviation and coefficient
of variation, suggesting that forecasting or pre-
dicting the national basis may be relatively more
accurate than forecasting the other hog series
basis. The mean LRP basis was about $0.10/cwt
higher than the traditional nearby futures basis.
The range in LRP basis from August 2001 to

March 2004 was several dollars smaller than the
range in futures basis. The coefficient of varia-
tion (CV) measures variability in the basis after
accounting for different sized means. A higher
CV is associated with more variability and
increased difficultly in forecasting the basis for a
future date. As shown in Table 1, the CV for LRP
basis is lower than for futures basis for each of
the hog price series, indicating that LRP basis is
less variable (more predictable) about its mean.
Because LRP basis is less variable than futures
basis, accounting for the variability in forecasting
LRP basis may be less difficult than for futures
basis, offering producers using LRP an advan-
tage over futures and options.

The seasonal trend in hog prices is for the
highest prices of the year to occur in the summer
months (Figure 3). The yearly low is generally
posted in December. Figures 4 through 11 illus-
trate the seasonal trends in LRP basis using data
from August 2001 to March 2004 for the hog
price series in Table 1. In general, hog LRP basis
tends to be strongest during the second quarter
of the year and post a seasonal low in August.
However, the strong seasonal trend observed in
hog price levels (Figure 3) is not present for LRP
basis. This is due to the LRP basis measuring the
difference between the CME index price and the
regional /national base or average hog price,
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Table1. Hog LRP Basis and Futures Basis Summary Statistics, Aug. 2001 to Mar. 2003.

Standard Coefficient of
Hog Price Series Mean Minimum Maximum Deviation Variation*
($/cwt) ($/cwt) ($/cwt) ($/cwt)

WCB Base

LRP Basis -2.73 -7.89 1.62 1.43 0.52

Futures Basis -2.83 -12.93 8.42 3.64 1.29
WCB Average

LRP Basis 0.14 -5.80 4.36 1.61 11.23

Futures Basis 0.04 -10.58 11.33 3.72 86.86
IA/S. Minn. Base

LRP Basis 291 -12.37 1.31 1.75 0.60

Futures Basis -3.01 -15.87 8.29 3.93 1.31
IA/S.Minn. Average

LRP Basis 0.08 -5.62 4.03 1.56 19.38

Futures Basis -0.02 -10.57 11.86 3.74 186.14
ECB Base

LRP Basis -3.13 -8.48 -0.24 1.23 0.39

Futures Basis -3.23 -12.66 9.22 3.63 1.12
ECB Average

LRP Basis -0.67 -6.21 2.10 1.38 2.06

Futures Basis -0.77 -10.27 11.97 3.72 4.81
National Base

LRP Basis -1.48 -3.94 2.52 1.15 0.78

Futures Basis -1.59 -9.75 10.37 3.59 2.27
National Net

LRP Basis 1.01 -1.66 5.79 1.33 1.32

Futures Basis 0.91 -6.94 12.94 3.59 3.96

*Coefficient of variation is standard deviation divided by the absolute value of the mean. Thus, it is a unitless number.

which seasonally does not tend to vary.

The data used in Figures 1 through 11 are
reported in Tables 2 through 10. These tables
report data from August 2001 to March 2004 to
provide historical background on the respective
price and basis series and will provide the
necessary LRP basis information to determine
the expected selling price when hedging with
LRP (discussed in the next section). The hog
price series used in this analysis are relatively
new as they were created by the Mandatory Price
Reporting Act of 1999. Further, the CME cash
index calculation changed in August 2001. Thus,
in order to use consistent and current price
series, historical data prior to August 2001 is not
used. As a result, an analysis of the optimal
length of historical basis data to use in forecast-
ing current basis cannot be accomplished with
this data. Similar analyses with cattle prices and
older hog price series suggest that three- to five-

year averages forecast basis better than shorter
averages. Therefore, the three-year average LRP
basis (where possible) will be used to forecast
LRP basis. So, for 2004, the 2001-2003 average
LRP basis will be used as a predictor of LRP
basis. The 2002-2004 historical LRP basis will be
used as a forecast for 2005 LRP basis, and so on.
Thus, it is important to routinely track and
update LRP basis, as is the case for traditional
futures basis.

The hog prices used in this analysis represent
base and average (net) prices for different geo-
graphic markets. These provide a reasonable and
representative price and basis for Nebraska and
Midwest hog producers hedging with LRP.
However, it is still an average price. Individual
producers should select the price series that most
closely represents their actual selling prices and
adjust that price and basis data by the premiums
or discounts they receive for their hogs.
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Figure 3. Western Corn Belt Weekly Negotiated Average Hog Price, 2001-2004.
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Figure 4. Western Corn Belt Weekly Negotiated Base Hog Price CME Cash Index (LRP) Basis, 2001-2004.
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Western Corn Belt Weekly Negotiated Average Hog Price CME Cash Index (LRP) Basis, 2001-2004.
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Iowa-S. Minn. Weekly Negotiated Base Hog Price CME Cash Index (LRP) Basis, 2001-2004.
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Figure 8. Eastern Corn Belt Weekly Negotiated Base Hog Price CME Cash Index (LRP) Basis, 2001-2004.
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Figure 9. Eastern Corn Belt Weekly Negotiated Average Hog Price CME Cash Index (LRP) Basis, 2001-2004.
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Figure 10. National Weekly Base Hog Price, All Sales, CME Cash Index (LRP) Basis, 2001-2004.
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Table 2. CME Lean Hog Cash Index Price, Aug. 2001 to Mar. 2004.

2001-03 2001-03 2001-03

Date Week 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 51.48 44.45 49.15 47.97 44.45 51.48
1/10 2 52.18 45.31 51.71 48.74 45.31 52.18
1/17 3 52.59 46.42 51.87 49.50 46.42 52.59
1/24 4 55.76 49.13 53.94 52.44 49.13 55.76
1/31 5 56.81 49.71 57.39 53.26 49.71 56.81
2/7 6 56.77 49.62 59.45 53.19 49.62 56.77
2/14 7 55.33 49.59 63.03 52.46 49.59 55.33
2/21 8 54.87 49.55 63.67 52.21 49.55 54.87
2/28 9 54.83 48.78 62.28 51.80 48.78 54.83
3/7 10 54.56 48.89 63.75 51.73 48.89 54.56
3/14 11 52.69 49.63 65.06 51.16 49.63 52.69
3/21 12 50.28 50.58 66.44 50.43 50.28 50.58
3/28 13 49.21 50.93 68.36 50.07 49.21 50.93
4/4 14 49.05 49.33 49.19 49.05 49.33
4/11 15 46.06 49.58 47.82 46.06 49.58
4/18 16 43.18 49.37 46.28 43.18 49.37
4/25 17 45.80 50.67 48.24 45.80 50.67
5/2 18 46.09 55.02 50.56 46.09 55.02
5/9 19 45.71 56.60 51.15 45.71 56.60
5/16 20 48.68 60.21 54.45 48.68 60.21
5/23 21 51.45 63.31 57.38 51.45 63.31
5/30 22 49.15 61.86 55.50 49.15 61.86
6/6 23 47.39 62.34 54.87 47.39 62.34
6/13 24 49.83 66.12 57.97 49.83 66.12
6/20 25 51.45 67.54 59.49 51.45 67.54
6/27 26 56.78 66.51 61.64 56.78 66.51
7/4 27 56.05 62.85 59.45 56.05 62.85
7/11 28 55.95 62.87 59.41 55.95 62.87
7/18 29 55.79 61.63 58.71 55.79 61.63
7/25 30 56.37 61.01 58.69 56.37 61.01
8/1 31 72.68 55.38 60.38 62.81 55.38 72.68
8/8 32 72.59 52.55 59.42 61.52 52.55 72.59
8/15 33 72.55 49.31 59.89 60.58 49.31 72.55
8/22 34 71.39 46.13 57.66 58.39 46.13 71.39
8/29 35 67.64 40.70 54.09 54.15 40.70 67.64
9/5 36 63.42 33.45 51.71 49.53 33.45 63.42
9/12 37 63.30 34.74 55.23 51.09 34.74 63.30
9/19 38 63.85 39.69 60.27 54.60 39.69 63.85
9/26 39 62.68 42.28 61.19 55.38 42.28 62.68
10/3 40 62.22 44.02 57.73 54.66 44.02 62.22
10/10 41 59.74 46.13 54.98 53.61 46.13 59.74
10/17 42 54.77 46.80 54.06 51.88 46.80 54.77
10/24 43 52.32 44.05 53.06 49.81 44.05 53.06
10/31 44 51.39 39.55 49.19 46.71 39.55 51.39
11/7 45 51.89 40.85 49.21 47.32 40.85 51.89
11/14 46 48.51 42.29 50.27 47.03 42.29 50.27
11/21 47 46.64 40.79 49.22 45.55 40.79 49.22
11/28 48 47.78 42.25 49.17 46.40 42.25 49.17
12/5 49 47.80 44.64 49.83 47.43 44.64 49.83
12/12 50 46.40 45.61 50.13 47.38 45.61 50.13
12/19 51 47.36 44.71 49.92 47.33 44.71 49.92
12/26 52 48.77 44.00 49.31 47.36 44.00 49.31
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Table 3. Western Corn Belt Base Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 49.71 4195 48.08 4583 41.95 49.71 -1.78 250 -1.07 -214 -2.50 -1.78
1/10 2 4940 4234 50.66  45.87 42.34 49.40 277 297 -105 287 297 -2.77
1/17 3 50.99 45.10 49.95  48.04 45.10 50.99 -1.60  -1.32 -191 -146 -1.60 -1.32
1/24 4 54.69 47.17 5393  50.93 4717 54.69 -1.07  -196 -0.01 -151 -1.96 -1.07
1/31 5 5493 46.73 56.15  50.83 46.73 54.93 -1.88 298 -124 243 -298 -1.88
2/7 6 53.69 4638 58.09  50.04 46.38 53.69 -3.08 -324 -135 -316 -3.24 -3.08
2/14 7 51.34 4585 61.25  48.59 45.85 51.34 -399 374 -178 -387 -3.99 -3.74
2/21 8 5211 46.31 6041 4921 46.31 52.11 276  -324 -326 -3.00 -3.24 -2.76
2/28 9 51.39 4586 58.89  48.63 45.86 51.39 -344 291 -339 -318 -344 -291
3/7 10 51.07 46.56 62.38  48.82 46.56 51.07 -349 234 -137 291 -349 -2.34
3/14 11 48.35 48.18 62.17 4827 48.18 48.35 -434 -145 -2.88 289 -434 -1.45
3/21 12 46.30 4842 6550  47.36 46.30 48.42 399 -216 -094 -3.07 -399 -2.16
3/28 13 46.39 4776 6595  47.08 46.39 47.76 -2.82 -317 -241 299 317 -2.82
4/4 14 45.09 45.69 45.39 45.09 45.69 -3.96  -3.65 -3.80  -3.96 -3.65
4/11 15 6416 39.77 47.12 50.35 39.77 64.16 -6.29  -2.46 -438  -6.29 -2.46
4/18 16 6411 39.60 45.85 49.85 39.60 64.11 -3.59  -3.52 -3.56  -3.59 -3.52
4/25 17 6536 43.79 49.86 53.00 43.79 65.36 -2.01 -0.82 -1.41 2,01 -0.82
5/2 18 65.61 4149 5347 53.52 41.49 65.61 -4.60  -1.55 -3.08 -4.60 -1.55
5/9 19 6785 4327 5586 55.66 43.27 67.85 244 -0.74 -1.59 244 -0.74
5/16 20 7021 48.15 60.47 59.61 48.15 70.21 -0.53  0.25 -0.14  -0.53 0.25
5/23 21  69.21 4856 61.37 59.72 48.56 69.21 -2.88 -1.94 241  -2.88 -1.94
5/30 22 6798 43.61 5845 56.68 43.61 67.98 -554 -341 -4.48  -5.54 -3.41
6/6 23 6740 45.09 61.75 58.08 45.09 67.40 -2.30  -0.59 -1.44  -2.30 -0.59
6/13 24 7075 4750 65.25 61.17 47.50 70.75 233 -0.87 -1.60  -2.33 -0.87
6/20 25 73.08 5122 65.68 63.33 51.22 73.08 -022  -1.86 -1.04  -1.86 -0.22
6/27 26 7313 5545 62.57 63.72 55.45 73.13 -1.33 -394 -2.63 -3.94 -1.33
7/4 27 70.88 53.44 59.31 61.21 53.44 70.88 -2.62  -3.55 -3.08 -3.55 -2.62
7/11 28  70.62 53.79 60.88 61.76 53.79 70.62 215 -1.99 -2.07 215 -1.99
7/18 29 69.09 54.06 58.40 60.52 54.06 69.09 -1.73 322 -248  -3.22 -1.73
7/25 30 67.62 53.84 58.82 60.09 53.84 67.62 253  -2.19 -236  -2.53 -2.19
8/1 31 6927 53.08 57.86 60.07 53.08 69.27 -341 229 -251 274 341 -2.29
8/8 32 6887 48.05 56.66 57.86 48.05 68.87 -3.71 -450 -2.76 -3.66  -4.50 -2.76
8/15 33  69.34 4549 57.19 57.34 45.49 69.34 -321 -381 -270 -324 381 -2.70
8/22 34 6742 4054 53.30 53.75 40.54 67.42 -397 -559 -4.35 -4.64 -5.59 -3.97
8/29 35 62.63 32.81 4839 47.94 32.81 62.63 -5.00 -7.89 -5.70 -6.20 -7.89 -5.00
9/5 36 59.75 2721 47.82 44.92 27.21 59.75 -3.67 -625 -3.89 -4.60 -6.25 -3.67
9/12 37  60.72 36.37 54.97 50.69 36.37 60.72 -257 162 -0.26 -0.40  -2.57 1.62
9/19 38 6122 3888 5855 52.88 38.88 61.22 264 -081 -1.72 -1.72 -2.64 -0.81
9/26 39 59.68 41.08 57.59 52.78 41.08 59.68 -3.00 -120 -3.60 -2.60  -3.60 -1.20
10/3 40 5990 4292 53.23 52.02 42.92 59.90 232 -1.10 -4.50 -2.64 -4.50 -1.10
10/10 41 5512 4442 5210 50.55 44.42 55.12 461 -1.71  -2.87 -3.06 -4.61 -1.71
10/17 42  50.77 43.74 51.89 48.80 43.74 51.89 -4.00 -3.07 -217 -3.08  -4.00 -2.17
10/24 43  50.05 3826 49.26 45.86 38.26 50.05 -227 -579  -3.80 -395 -5.79 -2.27
10/31 44 4885 35.60 46.34 43.60 35.60 48.85 254 -394 -2.85 311 -3.94 -2.54
11/7 45 48.69 39.08 48.46 4541 39.08 48.69 -3.20 -1.77  -0.75 -1.91  -3.20 -0.75
11/14 46 4337 38.12 48.61 43.37 38.12 48.61 -5.14 -417  -1.66 -3.66 -5.14 -1.66
11/21 47  42.82 37.47 48.00 42.76 37.47 48.00 -3.82 332 -1.22 279 -3.82 -1.22
11/28 48  45.08 40.06 47.88 44.34 40.06 47.88 270 219 -1.29 -2.06 -2.70 -1.29
12/5 49  44.04 4285 48.13 45.01 42.85 48.13 -3.76 -1.79 -1.70 242 -3.76 -1.70
12/12 50 4298 40.90 48.03 43.97 40.90 48.03 -342 471 -2.09 341 471 -2.09
12/19 51 4519 41.04 4791 44.71 41.04 4791 216 -3.67 -2.02 262  -3.67 -2.02
12/26 52 46.73 40.61 46.16 44.50 40.61 46.73 -2.04 -339 -3.15 -2.86  -3.39 -2.04
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Table 4. Western Corn Belt Average Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 5247 4436 50.88 4842 44.36 52.47 099 -0.09 172 045 -0.09 0.99
1/10 2 52.24 4474 5346 4849 44.74 52.24 0.07 -058 175 -0.26 -0.58 0.07
1/17 3 53.76 4747 52.67  50.61 47.47 53.76 117 105 080 111 1.05 1.17
1/24 4 57.32 49.82 56.68  53.57 49.82 57.32 156 069 274 112 0.69 1.56
1/31 5 57.71 4933 59.30  53.52 49.33 57.71 090 -038 191 026 -0.38 0.90
2/7 6 56.51 4899 62.03 52.75 48.99 56.51 -026 -0.63 258 -044 -0.63 -0.26
2/14 7 54.08 4874 64.86 51.41 48.74 54.08 -1.25  -0.85 1.83 -1.05 -1.25 -0.85
2/21 8 5493 50.10 6435 52.52 50.10 54.93 006 056 0.67 031 0.06 0.56
2/28 9 5419 4939 62.69 51.79 49.39 54.19 -0.64 062 041 -001 -0.64 0.62
3/7 10 53.92 4999 66.21  51.95 49.99 53.92 -065 110 246 023 -0.65 1.10
3/14 11 51.18 5195 65.65  51.57 51.18 51.95 -1.51 232 060 041 -1.51 2.32
3/21 12 49.06 5230 6825  50.68 49.06 52.30 -1.22 172 182 025 -122 1.72
3/28 13 49.17 5138 69.05 50.28 49.17 51.38 -0.04 046 0069 021 -0.04 0.46
4/4 14 48.07 48.81 48.44 48.07 48.81 -098  -0.52 -0.75  -0.98 -0.52
4/11 15 6390 4232 51.02 52.42 42.32 63.90 374 144 -1.15  -3.74 1.44
4/18 16  65.62 4221 4931 52.38 42.21 65.62 -0.97  -0.06 -0.52  -0.97 -0.06
4/25 17 6720 4640 53.24 55.61 46.40 67.20 0.61 2.56 158  0.61 2.56
5/2 18 66.64 4392 57.03 55.86 43.92 66.64 217  2.01 -0.08  -217 2.01
5/9 19 7012 4582 59.21 58.38 45.82 70.12 0.11 2.61 136 011 2.61
5/16 20 7266 51.35 63.50 62.50 51.35 72.66 2,67 329 298  2.67 3.29
5/23 21 69.37 51.78 64.65 61.93 51.78 69.37 0.33 1.35 0.84 0.33 1.35
5/30 22 7076 46.56 61.66 59.66 46.56 70.76 259  -0.19 -1.39 259 -0.19
6/6 23 7075 47.67 64.96 61.13 47.67 70.75 027 262 145 027 2.62
6/13 24 7348 50.07 68.75 64.10 50.07 73.48 024 263 144 024 2.63
6/20 25 76.83 53.92 69.06 66.60 53.92 76.83 2.48 1.52 200 1.52 2.48
6/27 26 7597 5837 66.22 66.86 58.37 75.97 159 -0.29 0.65 -0.29 1.59
7/4 27 7391 56.36 6254 64.27 56.36 7391 030 -0.31 0.00 -0.31 0.30
7/11 28 7428 56.69 64.20 65.05 56.69 74.28 074  1.33 1.04 074 1.33
7/18 29 7240 56.78 61.50 63.56 56.78 72.40 099 -0.13 043 -0.13 0.99
7/25 30 70.83 56.52 61.94 63.10 56.52 70.83 015 093 054 015 0.93
8/1 31 7250 55.68 61.13 63.11 55.68 72.50 -0.18  0.31 0.76 030 -0.18 0.76
8/8 32 71.68 51.48 60.09 61.08 51.48 71.68 -090 -1.07  0.67 -0.43  -1.07 0.67
8/15 33 7222 4812 60.05 60.13 48.12 72.22 -0.33 -1.19  0.16 -045 -1.19 0.16
8/22 34 7033 4289 56.16 56.46 42.89 70.33 -1.06 -324 -1.50 -1.93 -3.24 -1.06
8/29 35 6540 3491 50.85 50.39 34.91 65.40 224 580 -3.24 -3.76  -5.80 -2.24
9/5 36 6238 2879 4997 47.05 28.79 62.38 -1.03 466 -1.74 248  -4.66 -1.03
9/12 37 6354 3911 5771 53.45 39.11 63.54 024 436 248 236  0.24 4.36
9/19 38 6399 4196 61.52 55.82 41.96 63.99 014 227 125 122 0.14 227
9/26 39 6248 43.82 60.32 55.54 43.82 62.48 -0.19 154 -0.87 016 -0.87 1.54
10/3 40 6268 4570 56.05 54.81 45.70 62.68 046 1.67 -1.68 015 -1.68 1.67
10/10 41  58.12 4713 54.63 53.29 47.13 58.12 -1.61  1.00 -0.35 -0.32  -1.61 1.00
10/17 42 53.63 4622 54.79 51.54 46.22 54.79 -1.14 059 073 -033  -1.14 0.73
10/24 43 5286 40.75 51.95 48.52 40.75 52.86 054 -330 -1.11 -1.29  -3.30 0.54
10/31 44 5151 3728 48.79 45.86 37.28 51.51 012 -226 -0.40 -0.85 -2.26 0.12
11/7 45 5148 40.86 52.06 48.13 40.86 52.06 -0.41 0.01 2.85 0.82 -041 2.85
11/14 46  46.10 39.82 51.23 45.72 39.82 51.23 -241 247 095 -1.31 247 0.95
11/21 47 4545 3899 50.67 45.04 38.99 50.67 -1.19 -1.80 145 -0.51  -1.80 1.45
11/28 48  47.86 42.09 50.46 46.80 42.09 50.46 0.08 -0.16  1.29 041 -0.16 1.29
12/5 49 4686 4543 50.82 47.70 4543 50.82 -095 079  0.99 028 -0.95 0.99
12/12 50  45.82 4322 50.94 46.66 43.22 50.94 -0.58 240 081 -0.72 240 0.81
12/19 51  48.01 43.73 50.81 47.51 43.73 50.81 0.65 -098 088 0.18 -0.98 0.88
12/26 52 4953 4296 49.12 47.20 42.96 49.53 0.75 -1.03 -0.19 -0.16  -1.03 0.75
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Table 5. IA/S. Minn. Base Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 49.78 41.77 3831 4577 41.77 49.78 -1.71 2,68 -10.85 -2.19  -2.68 -1.71
1/10 2 49.38 4229 5039  45.84 42.29 49.38 -2.80 -3.02 -1.32 -291 -3.02 -2.80
1/17 3 51.01 45.07 49.80 48.04 45.07 51.01 -1.58  -1.35 -206 -146 -1.58 -1.35
1/24 4 5473 47.08 53.78  50.90 47.08 54.73 -1.03 205 -0.16 -154 -2.05 -1.03
1/31 5 5493 46.72 5599  50.83 46.72 54.93 -1.88 299 -141 244 299 -1.88
2/7 6 53.71 46.38 57.95  50.04 46.38 53.71 -3.06 -324 -150 -315 -3.24 -3.06
2/14 7 51.31 4590 61.34 48.61 45.90 51.31 -4.02  -3.69 -169 -385 -4.02 -3.69
2/21 8 5213 4634 60.33  49.23 46.34 52.13 274 320 -334 -297 -320 -2.74
2/28 9 51.39 4586 5893  48.63 45.86 51.39 -344 292 -335 -318 -344 -2.92
3/7 10 51.13 46.50 6242 4881 46.50 51.13 -344 239 -133 -291 -3.44 -2.39
3/14 11 4844 4792 6230  48.18 47.92 48.44 -425 -1.71 275 298 -425 -1.71
3/21 12 46.35 4820 65.62  47.27 46.35 48.20 -393 -239 -082 -316 -3.93 -2.39
3/28 13 46.50 4753 66.06 47.01 46.50 47.53 272 339 -231 -306 -3.39 -2.72
4/4 14 4511 45.60 45.36 45.11 45.60 -394 -3.73 -3.83  -3.94 -3.73
4/11 15 6224 39.87 47.01 49.71 39.87 62.24 -6.19 257 -438 -6.19 -2.57
4/18 16 6396 39.62 45.86 49.81 39.62 63.96 -3.57 -3.51 -3.54 -3.57 -3.51
4/25 17 6532 4370 49.82 52.95 43.70 65.32 -2.09 -0.85 -1.47  -2.09 -0.85
5/2 18 6541 4156 5322 53.40 41.56 65.41 -4.53  -1.80 -3.16  -4.53 -1.80
5/9 19 6775 43.33 5574 55.61 43.33 67.75 -2.37  -0.86 -1.62  -2.37 -0.86
5/16 20 69.84 4798 60.48 59.43 47.98 69.84 -0.70  0.27 -021  -0.70 0.27
5/23 21  69.01 4845 61.33 59.60 48.45 69.01 299  -197 -248  -2.99 -1.97
5/30 22 6799 4361 5835 56.65 43.61 67.99 -554 -3.51 -452  -5.54 -3.51
6/6 23 6743 4508 61.63 58.04 45.08 67.43 -232  -0.71 -1.51 -2.32 -0.71
6/13 24 7072 4741 65.19 61.11 47.41 70.72 242 -0.93 -1.67 242 -0.93
6/20 25 7275 5111 65.66 63.17 51.11 72.75 -0.34  -1.88 -1.11 -1.88 -0.34
6/27 26 7295 5533 62.28 63.52 55.33 72.95 -1.46 423 -2.84 423 -1.46
7/4 27 7105 5335 59.22 61.20 53.35 71.05 271 -3.63 -3.17  -3.63 -2.71
7/11 28  70.61 53.61 60.65 61.62 53.61 70.61 234 222 -228 -2.34 -2.22
7/18 29  69.10 53.95 58.29 60.45 53.95 69.10 -1.84  -3.33 -259 -3.33 -1.84
7/25 30 67.65 53.76 58.79 60.06 53.76 67.65 261  -223 -242 261 -2.23
8/1 31 69.61 5299 57.82 60.14 52.99 69.61 -3.07 238 -2.56 -2.67 -3.07 -2.38
8/8 32 6948 48.05 56.47 58.00 48.05 69.48 -311 -450 -2.94 -3.52  -4.50 -2.94
8/15 33 6942 4552 56.96 57.30 45.52 69.42 -3.13 -3.78 -2.93 -328 -3.78 -2.93
8/22 34 6729 4055 53.18 53.67 40.55 67.29 -410 -557  -4.48 -472 557 -4.10
8/29 35 6258 3298 4825 47.94 32.98 62.58 -5.06 -7.72 -5.84 -6.21  -7.72 -5.06
9/5 36 59.72 2719 4736 44.76 27.19 59.72 -3.70 -6.26  -4.35 -477  -6.26 -3.70
9/12 37 60.71 36.05 55.02 50.59 36.05 60.71 -259 131 -0.21 -0.50  -2.59 1.31
9/19 38 6125 38.64 58.44 52.77 38.64 61.25 -2.60 -1.05 -1.83 -1.83  -2.60 -1.05
9/26 39 59.71 4091 57.20 52.60 4091 59.71 297 -137 -3.99 -2.78  -3.99 -1.37
10/3 40 59.66 4293 53.16 51.92 42.93 59.66 255 -1.09 -4.58 -2.74  -4.58 -1.09
10/10 41  55.13 4439 51.87 50.47 44.39 55.13 -461 -1.74 -3.10 -3.15  -4.61 -1.74
10/17 42  50.88 43.52 51.64 48.68 43.52 51.64 -3.89 -329 242 -320 -3.89 -2.42
10/24 43  50.00 3849 49.22 45.90 38.49 50.00 -232 -556 -3.84 -391  -5.56 -2.32
10/31 44 4892 3557 46.36 43.62 35.57 48.92 -247 -398 -2.83 -3.09 -3.98 -2.47
11/7 45 48.69 3896 48.44 45.36 38.96 48.69 -3.20 -1.89 -0.77 -1.95  -3.20 -0.77
11/14 46 4341 37.89 48.50 43.27 37.89 48.50 -510 -441 -1.77 -3.76  -5.10 -1.77
11/21 47 4285 37.39 48.05 42.76 37.39 48.05 -3.80 -340 -1.17 -2.79  -3.80 -1.17
11/28 48  45.09 40.05 47.77 44.30 40.05 47.77 -2.69 220 -1.40 -2.09  -2.69 -1.40
12/5 49 4413 42.61 4799 4491 42.61 47.99 -3.68 203 -1.84 -2.52  -3.68 -1.84
12/12 50  43.02 40.79 47.96 43.92 40.79 47.96 -3.38 -4.82 -2.16 -345 -4.82 -2.16
12/19 51 4528 40.89 47.81 44.66 40.89 47.81 -2.08 -3.82 211 -2.67 -3.82 -2.08
12/26 52 46.82 40.62 36.93 41.46 36.93 46.82 -1.95 -3.38 -12.37 -590 -12.37 -1.95
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Table 6. IA/S.Minn. Average Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 5255 44.16 50.34 4835 44.16 52.55 1.06 -028 118 039 -0.28 1.06
1/10 2 5229 4469 53.02 4849 44.69 52.29 011 -0.63 131 -0.26 -0.63 0.11
1/17 3 53.83 47.45 5238  50.64 47.45 53.83 124 103 0.52 113 1.03 1.24
1/24 4 57.36 49.68 56.48  53.52 49.68 57.36 1.60 055 254 1.08 0.55 1.60
1/31 5 57.69 4930 59.08  53.50 49.30 57.69 088 041 1.69 024 -041 0.88
2/7 6 56.58 49.26 61.84 5292 49.26 56.58 -0.19 -036 239 -027 -0.36 -0.19
2/14 7 5420 48.80 64.94 51.50 48.80 54.20 -113 -079 191 -096 -1.13 -0.79
2/21 8 5499 50.06 6425 5253 50.06 54.99 012 052 058 032 012 0.52
2/28 9 5430 49.10 62.74 51.70 49.10 54.30 -0.53 033 046 -010 -0.53 0.33
3/7 10 54.02 50.08 66.20  52.05 50.08 54.02 -054 119 244 032 -054 1.19
3/14 11 51.33 51.63 65.77  51.48 51.33 51.63 -1.36. 200 072 032 -1.36 2.00
3/21 12 49.17 5206 68.61  50.61 49.17 52.06 -1.11 148 217 018 -1.11 1.48
3/28 13 49.38 51.15 69.72  50.27 49.38 51.15 017 022 135 020 017 0.22
4/4 14 48.10 4871 48.41 48.10 48.71 -0.95  -0.62 -0.78  -0.95 -0.62
4/11 15 64.89 4251 50.86 52.76 42.51 64.89 -3.54  1.28 -113 -3.54 1.28
4/18 16 6719 4222 4898 52.80 42.22 67.19 -0.96  -0.39 -0.68  -0.96 -0.39
4/25 17  67.81 46.85 53.19 55.95 46.85 67.81 1.05 252 179  1.05 2.52
5/2 18 66.80 43.99 56.63 55.80 43.99 66.80 -210  1.60 -025  -2.10 1.60
5/9 19 7024 4617 59.07 58.49 46.17 70.24 046 247 147 046 2.47
5/16 20 7312 51.42 63.38 62.64 51.42 73.12 274 317 295 274 3.17
5/23 21 6957 51.83 64.53 61.97 51.83 69.57 0.38 1.22 0.80  0.38 1.22
5/30 22 7080 46.50 61.56 59.62 46.50 70.80 -2.65 -0.30 -1.47  -2.65 -0.30
6/6 23 7060 47.65 64.63 60.96 47.65 70.60 025 229 127 025 2.29
6/13 24 7345 4997 68.55 63.99 49.97 73.45 015 243 129 015 2.43
6/20 25 76.00 53.70 69.02 66.24 53.70 76.00 2.25 1.48 1.87 148 2.25
6/27 26 7598 5823 65.86 66.69 58.23 75.98 144  -0.65 040 -0.65 1.44
7/4 27 7407 5624 6254 64.28 56.24 74.07 019 -0.31 -0.06  -0.31 0.19
7/11 28 7423 5643 63.96 64.87 56.43 74.23 048  1.09 0.79 048 1.09
7/18 29 7217 56.44 61.28 63.30 56.44 72.17 0.65 -0.35 015 -0.35 0.65
7/25 30 7056 56.42 61.82 62.94 56.42 70.56 0.05  0.81 0.43  0.05 0.81
8/1 31 7273 5579 61.06 63.20 55.79 72.73 0.05 042  0.68 039  0.05 0.68
8/8 32 7254 5092 59.80 61.09 50.92 72.54 -0.04 -1.63  0.39 -0.43  -1.63 0.39
8/15 33 72,61 48.05 59.74 60.14 48.05 72.61 0.06 -1.26 -0.15 -0.45  -1.26 0.06
8/22 34 70.86 42.80 55.97 56.54 42.80 70.86 -0.52 -333 -1.68 -1.84  -3.33 -0.52
8/29 35 6559 35.08 50.51 50.40 35.08 65.59 -2.04 -5.62 -3.58 -3.75  -5.62 -2.04
9/5 36 6235 2877 49.42 46.85 28.77 62.35 -1.07 468 -2.29 -2.68  -4.68 -1.07
9/12 37 63,52 3878 5792 53.40 38.78 63.52 022 4.03 269 231  0.22 4.03
9/19 38 64.02 4139 6149 55.64 41.39 64.02 017 1.70 1.22 1.03 017 1.70
9/26 39 6251 4352 60.12 55.38 43.52 62.51 -017 123  -1.07 0.00 -1.07 1.23
10/3 40 6242 4570 55.97 54.70 45.70 62.42 021 1.67 -1.76 0.04 -1.76 1.67
10/10 41 5796 4694 54.67 53.19 46.94 57.96 -1.77 081  -0.31 -043  -1.77 0.81
10/17 42 5371 46.00 54.74 51.48 46.00 54.74 -1.06 -0.81  0.68 -0.39  -1.06 0.68
10/24 43  52.81 40.81 51.90 48.51 40.81 52.81 049 -324 -1.15 -1.30 -3.24 0.49
10/31 44 5153 3725 4881 45.86 37.25 51.53 015 -229 -0.38 -0.84 -2.29 0.15
11/7 45 5147 40.73 51.00 47.73 40.73 51.47 -041 -0.12 178 042 041 1.78
11/14 46  46.15 39.85 50.98 45.66 39.85 50.98 -236 245 071 -1.37 245 0.71
11/21 47 4548 3890 50.67 45.02 38.90 50.67 -1.16 -1.89 145 -0.53  -1.89 1.45
11/28 48  47.87 42.09 50.26 46.74 42.09 50.26 0.09 -0.16  1.09 034 -0.16 1.09
12/5 49 4694 4512 50.52 47.53 45.12 50.52 -0.86 048  0.69 0.10 -0.86 0.69
12/12 50  45.86 43.07 50.73 46.55 43.07 50.73 -0.54 -254  0.60 -0.83  -2.54 0.60
12/19 51  48.09 43.57 50.62 47.43 43.57 50.62 074 -114  0.70 010 -1.14 0.74
12/26 52 49.62 4297 48.96 47.18 42.97 49.62 0.85 -1.02 -0.35 -0.18  -1.02 0.85
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Table 7. Eastern Corn Belt Base Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 48.87 41.87 4599 4537 41.87 48.87 -261 258 -317 -2.60 -2.61 -2.58
1/10 2 48.83 4208 49.15 4545 42.08 48.83 -335 -323 -256 -329 -335 -3.23
1/17 3 50.93 44.16 48.80  47.55 44.16 50.93 -l.e6 226 -3.07 -196 -2.26 -1.66
1/24 4 5343 46.10 5240  49.77 46.10 53.43 233 -303 -154 -268 -3.03 -2.33
1/31 5 5343 46.06 5521  49.75 46.06 53.43 -3.38 -3.65 -218 -351 -3.65 -3.38
2/7 6 53.57 47.01 5757  50.29 47.01 53.57 -320 261 -1.88 -290 -3.20 -2.61
2/14 7 52.81 4753 61.90 50.17 47.53 52.81 252 206 -113 229 -252 -2.06
2/21 8 5291 4642 61.99  49.67 46.42 52.91 -196  -312 -1.68 -254 -3.12 -1.96
2/28 9 51.59 4557 60.16  48.58 45.57 51.59 -324 321 -212 323 -324 -3.21
3/7 10 50.79 4592 63.23  48.36 45.92 50.79 -3.77 297 -052 -337 -377 -2.97
3/14 11 4786 47.08 63.44 4747 47.08 47.86 -483 255 -161 -3.69 -483 -2.55
3/21 12 45.63 4822 65.68  46.93 45.63 48.22 -465 -236 -076 -351 -4.65 -2.36
3/28 13 4583 4843 6719 4713 45.83 48.43 -338 250 -1.18 294 -338 -2.50
4/4 14 45.02 46.69 45.86 45.02 46.69 -4.03 -2.64 -3.33 -4.03 -2.64
4/11 15 6311 4046 47.77 50.45 40.46 63.11 -5.60 -1.81 -3.70  -5.60 -1.81
4/18 16 6391 3873 46.81 49.82 38.73 63.91 -445 -2.56 -3.51 445 -2.56
4/25 17 65.00 43.24 4878 52.34 43.24 65.00 256  -1.90 -223  -2.56 -1.90
5/2 18 65.65 4159 51.89 53.04 41.59 65.65 -450 -3.13 -3.82  -4.50 -3.13
5/9 19 66.54 4257 53.93 54.35 42.57 66.54 -3.14 267 290 -3.14 -2.67
5/16 20 69.19 4622 56.99 57.47 46.22 69.19 247 322 -2.84 -3.22 -2.47
5/23 21 6778 46.80 59.66 58.08 46.80 67.78 -4.64 -3.04 -414  -4.64 -3.64
5/30 22 66.20 43.75 57.74 55.89 43.75 66.20 -540 -4.12 -476  -5.40 -4.12
6/6 23 6722 45.03 60.84 57.70 45.03 67.22 -2.36  -1.50 -1.93  -2.36 -1.50
6/13 24 69.53 47.04 64.18 60.25 47.04 69.53 279  -1.93 -236  -2.79 -1.93
6/20 25 71.67 50.75 64.70 62.37 50.75 71.67 -0.70 -2.84 -1.77  -2.84 -0.70
6/27 26 71.88 5474 63.36 63.33 54.74 71.88 -2.04 -3.15 -259 315 -2.04
7/4 27 7040 51.86 60.44 60.90 51.86 70.40 419  -2.42 -331 419 -2.42
7/11 28  71.04 5234 60.25 61.21 52.34 71.04 -3.61  -2.62 311 -3.61 -2.62
7/18 29 69.35 5276 58.14 60.08 52.76 69.35 -3.03  -3.49 -3.26  -3.49 -3.03
7/25 30 6819 51.71 58.69 59.53 51.71 68.19 -4.66 -2.33 -349  -4.66 -2.33
8/1 31 7049 50.67 57.48 59.55 50.67 70.49 -219 470 -2.89 -326 470 -2.19
8/8 32 70.69 46.71 56.90 58.10 46.71 70.69 -1.89 -584 -2.51 -342 -5.84 -1.89
8/15 33 7099 43.60 57.02 57.20 43.60 70.99 -1.57 -570 -2.87 -3.38 -5.70 -1.57
8/22 34 6823 3939 53.86 53.82 39.39 68.23 -3.16 -6.74  -3.80 -457  -6.74 -3.16
8/29 35 63.10 3223 50.36 48.56 32.23 63.10 -454 -848 -3.74 -5.58 -8.48 -3.74
9/5 36 60.19 2589 49.12 45.07 25.89 60.19 -3.23 756  -2.60 -4.46  -7.56 -2.60
9/12 37 60.89 31.17 54.99 49.01 31.17 60.89 241 -357 -0.24 -2.08 -3.57 -0.24
9/19 38 6086 3534 58.68 51.63 35.34 60.86 299 -435 -1.59 298  -4.35 -1.59
9/26 39 5853 3822 58.61 51.79 38.22 58.61 -414 -406 -2.58 -3.60 -4.14 -2.58
10/3 40 59.26 41.39 53.90 51.52 41.39 59.26 296 -2.63 -3.83 -3.14 -3.83 -2.63
10/10 41  55.38 42.66 5221 50.08 42.66 55.38 -435 -347 277 -3.53 -4.35 -2.77
10/17 42  50.62 43.32 51.39 48.44 43.32 51.39 -415 -348 -2.67 -343 415 -2.67
10/24 43  48.66 39.00 49.19 45.62 39.00 49.19 -3.66 -5.05 -3.87 -419  -5.05 -3.66
10/31 44  48.61 3491 4518 42.90 34.91 48.61 278 464 -4.01 -3.81 -4.64 -2.78
11/7 45 4884 38.18 46.16 44.39 38.18 48.84 -3.05 -2.67 -3.05 -292  -3.05 -2.67
11/14 46  43.84 38.45 46.30 42.86 38.45 46.30 -4.67 -385 -3.97 -416  -4.67 -3.85
11/21 47 4321 3735 46.09 42.22 37.35 46.09 -344 -344 -3.13 -333 -3.44 -3.13
11/28 48 4512 39.62 45.92 43.55 39.62 45.92 -2.66 -2.63 -3.25 285 -3.25 -2.63
12/5 49 4442 4294 4761 44.99 42.94 47.61 -3.38 -1.70 -2.22 -2.44  -3.38 -1.70
12/12 50 4325 42.80 47.02 44.36 42.80 47.02 -3.14 -2.81 -3.10 -3.02 -3.14 -2.81
12/19 51 4429 41.60 46.93 4427 41.60 46.93 -3.07 -311  -2.99 -3.06 -3.11 -2.99
12/26 52 46.27 40.88 4548 44.21 40.88 46.27 -251 -3.12  -3.83 -3.15 -3.83 -2.51
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Table 8. Eastern Corn Belt Average Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 51.15 44.16 48.78  47.65 44.16 51.15 -033  -029 -038 -0.31 -0.33 -0.29
1/10 2 51.27 44.63 51.88  47.95 44.63 51.27 -090 -0.68 017 -0.79 -0.90 -0.68
1/17 3 5290 45.83 51.92  49.37 45.83 52.90 031 -058 005 -0.13 -0.58 0.31
1/24 4 55.94 4843 5517 5219 48.43 55.94 018 -0.69 123 -026 -0.69 0.18
1/31 5 55.93 4826 58.02 52.10 48.26 55.93 -0.88 -145 063 -1.16 -1.45 -0.88
2/7 6 56.07 50.05 59.88  53.06 50.05 56.07 -0.69 043 043 -013 -0.69 0.43
2/14 7 55.25 4990 64.55  52.57 49.90 55.25 -0.08 031 152 011 -0.08 0.31
2/21 8 55.19 49.69 6443 5244 49.69 55.19 032 015 076 023 015 0.32
2/28 9 53.80 4872 63.37  51.26 48.72 53.80 -1.03  -0.06 109 -055 -1.03 -0.06
3/7 10 53.17 4931 65.85 51.24 49.31 53.17 -1.39 042 210 -049 -1.39 0.42
3/14 11 50.56 50.40 66.24  50.48 50.40 50.56 213 077 118 -0.68 -2.13 0.77
3/21 12 4793 51.08 6828  49.51 47.93 51.08 235 050 184 -093 -2.35 0.50
3/28 13 4796 5097 7010 49.47 47.96 50.97 -1.25 0.04 174 -060 -1.25 0.04
4/4 14 47.02 49.15 48.09 47.02 49.15 -2.03 -0.18 -1.10  -2.03 -0.18
4/11 15 66.14 4270 49.95 52.93 42.70 66.14 -336  0.37 -1.50  -3.36 0.37
4/18 16  66.70 40.38 49.81 52.29 40.38 66.70 -280 043 -1.18  -2.80 0.43
4/25 17 6721 4526 50.60 54.36 45.26 67.21 -0.54 -0.07 -0.30  -0.54 -0.07
5/2 18 66.74 44.01 54.79 55.18 44.01 66.74 -2.08 -0.24 -1.16 -2.08 -0.24
5/9 19 69.85 44.46 56.10 56.80 44.46 69.85 -1.25  -0.50 -0.87 -1.25 -0.50
5/16 20 7211 4798 59.28 59.79 47.98 7211 -0.70  -0.93 -0.81  -0.93 -0.70
5/23 21 7152 4952 62.13 61.06 49.52 71.52 -1.92 -1.18 -1.55  -1.92 -1.18
5/30 22 68.38 4544 60.52 58.11 45.44 68.38 -3.71  -1.34 -252 371 -1.34
6/6 23 70.06 4720 63.49 60.25 47.20 70.06 -020  1.15 048 -0.20 1.15
6/13 24 7241 49.89 66.44 6291 49.89 72.41 0.06  0.32 0.19  0.06 0.32
6/20 25 7494 5294 67.37 65.08 52.94 74.94 149 -0.17 0.66 -0.17 1.49
6/27 26 7432 5749 66.74 66.18 57.49 74.32 0.71 0.24 047  0.24 0.71
7/4 27 5421 63.99 59.10 54.21 63.99 -1.84 113 -0.36  -1.84 1.13
7/11 28 7406 54.69 63.68 64.14 54.69 74.06 -1.26  0.81 -022 -1.26 0.81
7/18 29 7220 5511 61.39 62.90 55.11 72.20 -0.69 -0.23 -0.46  -0.69 -0.23
7/25 30 7089 5410 61.69 62.22 54.10 70.89 -227  0.68 -0.80  -2.27 0.68
8/1 31 73.01 5348 60.56 62.35 53.48 73.01 034 -1.89  0.19 -0.46  -1.89 0.34
8/8 32 7273 4933 60.48 60.85 49.33 72.73 014 -322  1.07 -0.67  -3.22 1.07
8/15 33 7350 46.09 60.10 59.90 46.09 73.50 095 -322 021 -0.69  -3.22 0.95
8/22 34 7097 4159 57.15 56.57 41.59 70.97 -042 -453  -0.50 -1.82 -4.53 -0.42
8/29 35 65.08 3450 53.82 51.13 34.50 65.08 256 -6.21 -0.28 -3.01  -6.21 -0.28
9/5 36 6252 2749 51.02 47.01 27.49 62.52 -090 -596 -0.69 -2.52  -5.96 -0.69
9/12 37 63.34 3336 57.04 51.25 33.36 63.34 0.04 -1.38 181 016 -1.38 1.81
9/19 38 63.02 37.60 61.46 54.03 37.60 63.02 -0.83 209 119 -0.58  -2.09 1.19
9/26 39 6077 40.50 61.68 54.31 40.50 61.68 -191 -1.78 049 -1.07  -1.91 0.49
10/3 40 6144 4373 57.36 54.18 43.73 61.44 -0.77 029 -0.38 -048  -0.77 -0.29
10/10 41 5791 4538 55.00 52.77 45.38 57.91 -1.82 -0.75  0.03 -0.85 -1.82 0.03
10/17 42 5296 4599 54.17 51.04 45.99 54.17 -1.81 -0.81  0.12 -0.83  -1.81 0.12
10/24 43 51.03 41.50 52.37 48.30 41.50 52.37 -1.29 255 -0.69 -1.51  -2.55 -0.69
10/31 44 5024 3690 48.15 45.10 36.90 50.24 -1.15 265 -1.04 -1.61  -2.65 -1.04
11/7 45 50.64 3991 48.94 46.50 39.91 50.64 -1.25 094  -0.27 -0.82  -1.25 -0.27
11/14 46 4525 4024 49.10 44.86 40.24 49.10 -3.26 205 -1.18 216 -3.26 -1.18
11/21 47 4401 39.17 48.57 43.92 39.17 48.57 -2.63 -1.62 -0.65 -1.63  -2.63 -0.65
11/28 48  46.17 41.62 48.63 4547 41.62 48.63 -1.61 -0.63 -0.54 -093  -l.61 -0.54
12/5 49  46.07 44.86 50.12 47.02 44.86 50.12 -1.74 022 029 -041  -1.74 0.29
12/12 50 4494 4556 49.83 46.78 44.94 49.83 -146 -0.05 -0.30 -0.60  -1.46 -0.05
12/19 51 4590 44.17 49.79 46.62 4417 49.79 -146 -054 -0.13 -0.71  -1.46 -0.13
12/26 52 4751 4327 4845 46.41 43.27 48.45 -1.26 073 -0.86 -095 -1.26 -0.73
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Table 9. National Base Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 50.27 4420 4881  47.23 44.20 50.27 -1.21 -025 -034 -0.73 -1.21 -0.25
1/10 2 50.28 44.82 50.94  47.55 44.82 50.28 -1.89  -049 -077 -119 -1.89 -0.49
1/17 3 50.90 45.88 50.97  48.39 45.88 50.90 -1.69  -054 -090 -112  -1.69 -0.54
1/24 4 53.56 48.10 5292  50.83 48.10 53.56 220 -1.03 -1.02 -161 -2.20 -1.03
1/31 5 5444 4805 5523  51.25 48.05 54.44 237  -le6 -216 -201 -2.37 -1.66
2/7 6 5433 4828 57.02  51.30 48.28 54.33 244  -134 242 -189 -2.44 -1.34
2/14 7 5295 4837 59.87  50.66 48.37 52.95 238 -122 -316 -1.80 -2.38 -1.22
2/21 8 52.61 4832 6036  50.46 48.32 52.61 226 -123 -331 -175 -2.26 -1.23
2/28 9 5245 4790 59.28  50.18 47.90 52.45 238 -087 -3.00 -1.63 -238 -0.87
3/7 10 5223 4820 60.84  50.22 48.20 52.23 234 -069 -291 -151 -2.34 -0.69
3/14 11 5041 4884 61.70  49.63 48.84 50.41 227 -079 -335 -153 -2.27 -0.79
3/21 12 4848 49.45 63.00 48.96 48.48 49.45 -1.81  -1.13 -344 -147 -1.81 -1.13
3/28 13 4771 49.60 64.39  48.65 47.71 49.60 -1.51  -1.33 -397 -142 -1.51 -1.33
4/4 14 4755 48.53 48.04 47.55 48.53 -1.50  -0.80 -1.15  -1.50 -0.80
4/11 15 44.82 48.97 46.90 44.82 48.97 -1.23  -0.61 -092  -1.23 -0.61
4/18 16 43.28 49.01 46.15 43.28 49.01 010 -0.37 -0.13  -0.37 0.10
4/25 17 45.39 49.85 47.62 45.39 49.85 -041  -0.82 -0.62  -0.82 -0.41
5/2 18 4540 53.20 49.30 45.40 53.20 -0.69 -1.82 -1.26 -1.82 -0.69
5/9 19 4526 54.73 50.00 45.26 54.73 -044 -1.87 -1.16 -1.87 -0.44
5/16 20 4793 57.84 52.89 47.93 57.84 -0.75 237 -1.56  -2.37 -0.75
5/23 21 49.87 60.37 55.12 49.87 60.37 -1.58 294 226 294 -1.58
5/30 22 47.33  59.00 53.16 47.33 59.00 -1.82 -2.86 -2.34  -2.86 -1.82
6/6 23 46.87 60.07 53.47 46.87 60.07 -053 227 -1.40  -2.27 -0.53
6/13 24 48.71 6297 55.84 48.71 62.97 -1.12 -3.14 213 -3.14 -1.12
6/20 25 50.20 64.03 57.12 50.20 64.03 -1.24  -3.51 -2.38 -3.51 -1.24
6/27 26 54.38 63.05 58.71 54.38 63.05 -2.40  -3.46 293  -3.46 -2.40
7/4 27 53.71 60.17 56.94 53.71 60.17 234 -2.69 -251  -2.69 -2.34
7/11 28 53.43 60.25 56.84 53.43 60.25 251 -2.62 -2.57  -2.62 -2.51
7/18 29 53.50 59.21 56.36 53.50 59.21 229 241 -235 241 -2.29
7/25 30 54.00 58.77 56.39 54.00 58.77 237 224 -230  -2.37 -2.24
8/1 31 7006 53.04 5816 60.42 53.04 70.06 -2.62 234 222 239 -2.62 -2.22
8/8 32 6926 5029 57.36 58.97 50.29 69.26 -333 226 -2.05 -2.55 -3.33 -2.05
8/15 33 69.35 4811 57.72 58.39 48.11 69.35 -320 -1.19 217 -219  -3.20 -1.19
8/22 34 6823 4550 55.42 56.38 45.50 68.23 -3.16 -0.63 -2.23 -2.01 -3.16 -0.63
8/29 35 6457 40.63 52.58 52.59 40.63 64.57 -3.06 -0.08 -1.52 -1.55  -3.06 -0.08
9/5 36 60.68 3597 5095 49.20 35.97 60.68 274 252  -0.76 -033 -2.74 2.52
9/12 37 60.77 37.13 53.80 50.57 37.13 60.77 -252 239  -143 -0.52 252 2.39
9/19 38 6135 40.34 57.27 52.99 40.34 61.35 -251 0.65 -3.00 -1.62  -3.00 0.65
9/26 39 60.01 4286 57.99 53.62 42.86 60.01 -2.67 058 -3.20 -1.76 ~ -3.20 0.58
10/3 40 59.70 43.59 55.17 52.82 43.59 59.70 251 -044 -2.56 -1.84  -2.56 -0.44
10/10 41  57.37 4521 53.23 51.93 4521 57.37 -237 092 -1.75 -1.68  -2.37 -0.92
10/17 42  53.02 4528 52.77 50.36 45.28 53.02 -1.75 152 -1.29 -1.52 -1.75 -1.29
10/24 43 51.21 43.04 51.60 48.62 43.04 51.60 -1.11 -1.01 -1.46 -1.19  -1.46 -1.01
10/31 44 5039 39.99 48.64 46.34 39.99 50.39 -099 044 -0.55 -0.37  -0.99 0.44
11/7 45 50.68 41.68 49.08 47.15 41.68 50.68 -1.21 083 -0.13 -017  -1.21 0.83
11/14 46  47.66 4228 49.45 46.46 42.28 49.45 -0.85 -0.02 -0.82 -0.56  -0.85 -0.02
11/21 47 4581 41.27 48.36 45.15 41.27 48.36 -0.83 048 -0.86 -0.40  -0.86 0.48
11/28 48  47.07 4253 48.80 46.13 42.53 48.80 -0.71 028 -0.38 -0.27  -0.71 0.28
12/5 49  46.68 44.70 49.50 46.96 44.70 49.50 -1.13 006 -0.33 -047  -1.13 0.06
12/12 50  45.62 44.73 49.60 46.65 44.73 49.60 -0.78 -0.88 -0.52 -0.73  -0.88 -0.52
12/19 51 4645 4422 4938 46.68 44.22 49.38 -091 -049 -0.54 -0.65 -0.91 -0.49
12/26 52 4743 4379 48.78 46.67 43.79 48.78 -1.34 -020 -0.53 -0.69 -1.34 -0.20
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Table 10. National Net Hog Prices and LRP Basis, Aug. 2001 to Mar. 2004.

Price LRP Basis
2001-03 2001-03  2001-03 2001-03 2001-03 2001-03
Date Week 2001 2002 2003 2004 Average Minimum Maximum 2001 2002 2003 2004 Average Minimum Maximum
1/3 1 52.68 46.69 51.08  49.68 46.69 52.68 119 224 192 172 119 2.24
1/10 2 52.89 4729 5310  50.09 47.29 52.89 0.71 198 1.39 135 071 1.98
1/17 3 5343 4840 53.17  50.92 48.40 53.43 0.84 198 1.30 141 084 1.98
1/24 4 56.00 50.46 5519  53.23 50.46 56.00 024 133 125 078 0.24 1.33
1/31 5 57.02 50.64 57.65  53.83 50.64 57.02 0.21 093 025 057 021 0.93
2/7 6 56.96 50.88 59.47  53.92 50.88 56.96 0.19 126 0.03 073 0.19 1.26
2/14 7 55.62 5097 6240  53.29 50.97 55.62 0.29 138 -063 083 029 1.38
2/21 8 55.24 5099 6292  53.11 50.99 55.24 037 144 -075 090  0.37 1.44
2/28 9 55.13 5049 61.88 52.81 50.49 55.13 0.30 171 -040 1.01 0.30 1.71
3/7 10 5497 50.60 63.33  52.78 50.60 54.97 0.40 171 043 1.06  0.40 1.71
3/14 11 53.25 5145 6427 5235 51.45 53.25 0.56 1.82 -079 119 056 1.82
3/21 12 5140 5210 6564 51.75 51.40 52.10 1.12 152 -080 132 112 1.52
3/28 13 50.66 5223 6698  51.45 50.66 52.23 1.45 130 -1.38 138 130 1.45
4/4 14 50.54 51.10 50.82 50.54 51.10 149 177 1.63 149 1.77
4/11 15 4793 5147 49.70 47.93 51.47 1.87  1.89 1.88  1.87 1.89
4/18 16 46.32 51.52 48.92 46.32 51.52 313 214 264 214 3.13
4/25 17 48.22 5243 50.32 48.22 52.43 2.42 1.75 209 175 2.42
5/2 18 48.38 55.80 52.09 48.38 55.80 229  0.78 153 078 2.29
5/9 19 48.48 57.29 52.88 48.48 57.29 277 0.69 173 0.69 2.77
5/16 20 50.98 60.44 55.71 50.98 60.44 229 023 126 023 2.29
5/23 21 52.85 62.98 57.91 52.85 62.98 140 -0.33 054 -0.33 1.40
5/30 22 50.31 61.55 55.93 50.31 61.55 116  -0.30 043 -0.30 1.16
6/6 23 49.79 6258 56.18 49.79 62.58 240  0.23 132 023 2.40
6/13 24 51.75 65.59 58.67 51.75 65.59 192  -0.53 070 -0.53 1.92
6/20 25 53.24  66.67 59.95 53.24 66.67 1.79  -0.87 046 -0.87 1.79
6/27 26 57.25 65.74 61.49 57.25 65.74 046 -0.77 -0.15  -0.77 0.46
7/4 27 56.64 62.75 59.69 56.64 62.75 0.58 -0.10 024 -0.10 0.58
7/11 28 56.35 62.72 59.53 56.35 62.72 040 -0.15 012 -0.15 0.40
7/18 29 56.33 61.61 58.97 56.33 61.61 0.54 -0.02 026 -0.02 0.54
7/25 30 56.73 61.23 58.98 56.73 61.23 036  0.22 029 022 0.36
8/1 31 7139 5583 60.67 62.63 55.83 71.39 -1.29 045 029 -0.18  -1.29 0.45
8/8 32 7093 5318 59.91 61.34 53.18 70.93 -1.66  0.63 049 -0.18  -1.66 0.63
8/15 33 7113 50.79 60.23 60.71 50.79 71.13 -143 148  0.34 013 -143 1.48
8/22 34 7014 48.06 57.90 58.70 48.06 70.14 -1.25 194 024 031 -1.25 1.94
8/29 35 6627 43.56 55.03 54.95 43.56 66.27 -1.37 286 093 0.81 -1.37 2.86
9/5 36 6221 3844 53.27 51.30 38.44 62.21 -1.21 499 1.55 178 -1.21 4.99
9/12 37 6241 4053 56.25 53.06 40.53 62.41 -0.88 5.79 1.02 197 -0.88 5.79
9/19 38 6296 4393 59.87 55.59 43.93 62.96 -090 424 -0.40 0.98 -0.90 4.24
9/26 39 6155 4537 60.50 55.80 45.37 61.55 -1.13 3.09  -0.69 042 -1.13 3.09
10/3 40 6124 46.82 57.55 55.20 46.82 61.24 -097 280 -0.18 0.55 -0.97 2.80
10/10 41  58.60 48.48 55.58 54.22 48.48 58.60 -1.13 235  0.61 0.61 -1.13 2.35
10/17 42 5436 48.63 55.02 52.67 48.63 55.02 -040 182 097 0.80 -0.40 1.82
10/24 43 5211 46.15 53.78 50.68 46.15 53.78 -022 210 072 0.87 -0.22 2.10
10/31 44 51.60 42.85 50.81 48.42 42.85 51.60 022 330 1.62 171 022 3.30
11/7 45 51.86 4443 5124 49.18 4443 51.86 -0.03 358 203 186 -0.03 3.58
11/14 46 4926 4476 51.75 48.59 44.76 51.75 075 247 148 156  0.75 2.47
11/21 47 4817 43.81 50.98 47.65 43.81 50.98 153 3.02 176 210 153 3.02
11/28 48  49.19 4512 50.95 48.42 45.12 50.95 141 287 177 202 141 2.87
12/5 49 4911 47.04 51.69 49.28 47.04 51.69 1.31 240 1.86 1.86 131 2.40
12/12 50 4795 4750 51.79 49.08 47.50 51.79 155 1.88  1.67 170  1.55 1.88
12/19 51  48.88 47.06 51.73 49.22 47.06 51.73 153 235 1.80 1.89  1.53 2.35
12/26 52 4996 46.60 51.27 49.28 46.60 51.27 1.19 261 1.96 192 119 2.61
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Hedging With LRP Insurance

LRP can be used to create a minimum sale
price for hogs, similar to purchasing put options.
However, hedging with LRP does not require
trading any futures or option contracts. Further,
there are no brokerage commission fees for
hedgers to pay to use LRP insurance. LRP pro-
vides a substantial amount of flexibility in the
number of head insured under one specific
coverage endorsement (from 1 to 10,000 head)
and permits users to insure up to 32,000 head per
crop year (July 1 to June 30). This is in contrast to
CME futures and option contracts which are
based on 40,000 pounds.

To hedge a future sale of hogs with LRP
insurance, an ending date for the LRP policy that
corresponds to the time when the hogs are
expected to be marketed is selected. Producers
then choose a coverage price level from USDA’s
Risk Management Agency’s (RMA) daily Cover-
age Price, Rate, and Actual Ending Value
Table available at http:/ /www3.rma.usda.gov/
apps/livestock_reports/lrp_select_ date.cfm.
The coverage price is based on some percentage
(from 70 to 95 percent) of the Expected Ending
Value (EEV), which is an expectation of the CME
index at the policy’s ending date. To ensure the
coverage price, producers pay a premium
equivalent to 87 percent of the premium cost
stated on RMA’s daily table (USDA provides a
subsidy of 13 percent of the premium cost).

The LRP insurance will only pay an indem-
nity in the event of a price decrease such that the
AEV is less than the coverage price. Therefore, it
establishes a floor price, but allows the producer
to benefit from price increases. The price floor, or
minimum expected sale price (MESP), is deter-
mined by subtracting the premium cost from the
coverage price, and adding LRP basis:

MESP, ., = Coverage Price — Premium Cost

LRP

To Producer + Expected Nebraska
LRP basis

The LRP insurance will cover decreases in the
AEV (CME index) below the coverage price
dollar-for-dollar, thus making up for decreases in
the cash market price. However, if the local cash
market price decreases more than the AEV (i.e.,
LRP basis weakens relative to what was expected),
the actual selling price (ASP) will be less than the
MESP .. Conversely, if the local cash market price
does not decrease as much as the AEV (i.e., LRP
basis strengthens relative to expected), the ASP will
be higher than the MESP ..

An example can demonstrate the process of
hedging with LRP. Suppose that on February 20,
2004, a Nebraska hog producer purchased a
Specific Coverage Endorsement (LRP insurance
policy) for hogs she planned to market during
the third week of May. On February 20, an LRP
policy was available with an ending date of May
21,2004, and a coverage price of $55.71/cwt (91.9
percent of the EEV of $60.61/cwt). The producer
premium for this policy was $1.52/cwt (87
percent of $1.752/cwt, the total premium). The
2001-2003 average WCB base hog LRP basis
(which the producer determined is closest to her
typical selling prices) for the week ending May
23 (week 21 of the year) from Table 3 can be used
as an estimate of the hog producer’s LRP basis
for May 21, 2004. Table 3 reports the historical
average WCB base hog LRP basis for the 21st
week of the year is -$2.41/cwt. The MESP .,
would be calculated as:

MESP, ., = Coverage Price — Premium Cost
To Producer + Expected Nebraska
LRP basis

MESP, ., = $55.71/cwt - $1.52/cwt +
-$2.41/cwt

MESP, ,, = $51.78/cwt

The LRP insurance policy provided protection
in the event prices decreased and were lower
than the coverage price on May 21, 2004. For
example, assume that the AEV (CME index) on
May 21, 2004, was $52.00/cwt and the LRP basis
was -$2.41/cwt (as forecasted above). This
indicates that the WCB base hog price was
$49.59/cwt ($52.00/cwt + -$2.41/cwt). Further,
an LRP indemnity of $3.71/cwt would be paid
(coverage price of $55.71 less AEV of $52.00/cwt)
because the AEV was less than the coverage
price. The ASP for the hogs would be determined
by adding the LRP indemnity to the cash selling
price and deducting the premium:

ASP, = Cash Selling Price + LRP

LRP
Indemnity — Premium Cost To Producer
ASPLRP =$49.59/cwt + $3.71 /cwt —

$1.52/cwt
ASP, ., =$51.89/cwt

In this case when the CME index price de-
creased below the coverage price, the ASP, .,
equaled the MESP .. Without LRP insurance, the
ASP would have been the WCB base hog price of
$49.59/cwt. An even larger drop in price would
have resulted in an ASP lower than the MESP _,
without the LRP insurance policy.
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The LRP insurance policy would have also
allowed the producer to benefit from higher
prices on May 21, 2004. For example, suppose
instead that the AEV (CME index) on May 21,
2004 was $60.00/cwt and the WCB base hog LRP
basis was -$2.41/cwt (as forecasted above). The
WCB base hog price would be $57.59/cwt in this
case. No LRP indemnity would be paid because
the AEV exceeded the coverage price of $55.71/
cwt. The ASP for the hogs would be determined
as before:

ASP, ., = Cash Selling Price + LRP

Indemnity — Premium Cost To Producer

ASP, ., = $57.59/cwt + $0.00/cwt —
$1.52/cwt

ASP ., = $56.07/cwt

In this case when the CME index price
increased above the coverage price, the ASP .,
exceeded the MESP, ... The producer benefited
from the price increase. Without LRP insurance,
the ASP would have been the WCB base hog
price of $57.59 /cwt. The difference between the
ASP .., and the sale price without LRP was due
to the cost of the LRP insurance ($1.52/cwt).
While in this case the producer would have been
better off to not have hedged with LRP, the
policy did provide protection in case of a decline
in prices (the producer essentially gave up
$1.52/cwt of the increase as payment for protec-
tion from price decreases).

The LRP basis can also affect whether the
ASP .., realized meets the MESP, ., (in the event
of a price decrease). Suppose, as before, the AEV
(CME index) on May 21, 2004 was $52.00/cwt
but that the WCB base hog LRP basis was
-$3.41/cwt ($1.00/ cwt weaker than forecasted).
This indicates that the WCB base hog price was
$48.59/cwt. An LRP indemnity of $3.71/cwt
would be paid as before because the AEV
($52.00/ cwt) was less than the coverage price
($55.71/cwt). The ASP for the hogs would be:

ASP, ., = Cash Selling Price + LRP
Indemnity — Premium Cost To Producer
xp = $48.59/cwt + $3.71/cwt —
$1.52/cwt

ASP, ., =$50.78/cwt

Here, the ASP, ., was $1.00/cwt lower than the
MESP, ... This difference was due to the weaker
than expected LRP basis. In both this case and the
tirst case, the price level decline was the same
amount, so the difference between what the pro-
ducer expected to receive versus what was actu-

ally received was not effected by the price decrease,

ASP

but instead the unanticipated change in the rela-
tionship between the CME index price and the
WCB base hog price (LRP basis).

A stronger than forecasted LRP basis would
resultin an ASP, ., higher than the MESP ... For
example, assume again that the AEV on May 21,
2004 was $52.00/cwt but that the WCB base hog
LRP basis was -$0.41/cwt ($2.00/cwt stronger
than forecasted). This indicates that the WCB
base hog price was $51.59/cwt. An LRP indem-
nity of $3.71/cwt would be paid as before be-
cause the AEV was less than the coverage price.
The ASP for the hogs would be:

ASP ., = Cash Selling Price + LRP
Indemnity — Premium Cost To Producer
xp = $51.59/cwt + $3.71/cwt —
$1.52/cwt

ASP, ., =$53.78/cwt

Here, the ASP, ., was $2.00/cwt higher than
the MESP, .. This difference was due to the
stronger than expected LRP basis. In both cases,
the price level decline was the same amount, so
the difference between what the producer
expected to receive versus what was actually
received was not effected by the price decrease,
but instead the unanticipated change in the
relationship between the CME index price and
the WCB base hog price.

The worksheet on the next page can help
evaluate a hedge for hogs using LRP.

ASP

Conclusion

LRP offers producers the opportunity to
create a minimum sale price for hogs, similar to
using put options. But, just as hog producers
hedging with futures and options remain
exposed to futures basis risk, producers using
LRP insurance are not protected from changes in
LRP basis. LRP basis was defined as the differ-
ence between the producer’s actual selling price
and the CME index price (two-day weighted
average national negotiated and swine/pork
market formula price). Analysis of historical
swine LRP basis and futures basis indicates that
LRP is relatively less variable, and therefore
potentially easier to predict. Thus, swine LRP
insurance offers producers the advantage of less
basis risk when compared to futures basis risk
associated with futures and options hedges.
Historical average LRP basis was reported in
tables and can be directly used in determining
expected minimum sale prices established by
purchasing LRP insurance.
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Swine LRP Worksheet

When You Purchase/Consider Purchasing LRP

Example Your Case

1. Select End Date
* When You Plan To Sell Hogs

® See RMA'’s Daily Table* May 21, 2004

2. Select Coverage Price
¢ From RMA’s Daily Table*
¢ The Higher The Coverage Price,

The Higher The Premium %99.71/cwt

3. Compute Premium You Pay
e 87 Percent Of Total Premium On RMA'’s

Daily Table* 1.92/ewt

4. Forecast LRP Basis For End Date
® See Tables 3-10 For Hog Price Series That Is Closest
To Your Selling Price
® Record Average For Week Corresponding To End

Date In #1 -4241/ ewt

5. Calculate Minimum Expected Selling Price
e Line 2 - Line 3 + Line 4 91.78/cwt

*http://www3.rma.usda.gov/apps/livestock_reports/lrp_select_date.cfm

When LRP Ending Date Arrives and You've Sold Hogs

Example Your Case
6. Price Received In Cash Hog Market 48.99/ cwt
7. Determine AEV
¢ From RMA’s Daily Table _
¢ CME Lean Hog Cash Index 92.00/cewt
8. Compute Indemnity
e [f Line 7 Is Less Than Line 2, Subtract
Line 7 From Line 2 And Enter On Line 8
e [f Line 7 Is Greater Than Line 2, Enter _
$0/cwt On Line 8 §3.71/ ewt
9. Actual Sale Price _
e Line 6 + Line 8 — Line 3 ¢50.78/ ewt
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