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Identify Your Market
• Most calves, cull cows and bulls, sheep and lambs, 
and goats are sold at livestock auction markets

• Most fed cattle and hogs sold directly to packers,  
feeder pigs to hog finishers, poultry and milk to 
processors

• Specialty livestock such as breeding livestock,  
bison, direct to consumers, organic, grass fed, free‐
range etc. may require you to find and develop 
markets







2014 2015 2016  2017 2018 2019 2020
2021

Forecast

Production Billion Pounds Pounds Pounds Pounds Pounds Pounds Pounds

Beef 24.25 23.70 25.22 26.19 26.87 27.15 27.15 27.64

Pork 22.84 24.50 24.94 25.58 26.31 27.64 28.30 28.28

Broilers 38.55 40.05 40.7 41.66 42.60 43.91 44.58 44.78

Turkey 5.76 5.63 5.98 5.98 5.88 5.82 5.74 5.66

Total meat 92.17 94.63 97.6 100.17 102.43 105.26 106. 53 107. 09

Prices Dollars/cwt        Dollars/cwt. 

Steers 154.56 148.12 120.85 121.52 117.12 116.78 108.51 116.25

Hogs 76.03 50.23 46.16 50.48 45.93 47.95 43.18 65.68

Cents/lb. Cents/lb. Cents/lb.

Broilers 104.9 90.5 84.3 93.5 97.8 88.6 73.20 84.7

Turkey
107.6 116.2 117.1 96.1 80.2 89.2 106.5 111.8

Apr. 9, 2021
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$ Per Cwt.

BASE SLAUGHTER HOG PRICES
National, Weighted Average Carcass Price, Weekly

 Avg. 2015‐19 2020 2021 2021 FUT 2022 FUT















US ECONOMY?



CORN PRICES INCREASING PRODUCTION COSTS









U.S. Ranking in World

Production Exports

Beef 1 1

Pork 2 1

Chicken 1 2

Turkey 1 1

Eggs 2 2



Major U.S. Meat Export Customers
BEEF PORK CHICKEN
Japan Mexico Mexico
Korea Japan Canada
Mexico Canada Cuba
Canada China Hong Kong

Hong Kong Korea Taiwan
China? Australia ChinaØ
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HINDSIGHT IS 2020 BUT 2021?



Price Risk Management Tools

• Formula and forward contracts
• CME futures
• CME options
• Livestock Risk Protection (LRP)
• Which one or combination fits your 

marketing plan?
• “If you don’t manage risk, risk will manage 

you”



PICK YOUR POISON
Cash Forward Contract LRP           Futures/Options

Easy                                                                               Difficult



Which Is Best?

Depends on expected price trend

Uptrend: cash market

Downtrend: futures
forward contract

?: options or LRP
(will always be 2nd best)



LEAN HOG FUTURES
 Hog carcasses in packer base weight range
 40,000 lbs., 400 cwt.
 Feb, Apr, May, Jun, Jul, Aug, Oct, Dec



When should I pull the trigger?

Most difficult part of using Futures and Options

Is there something easier?



LRP – revenue insurance program that is 
reinsured and subsidized by the Federal 

Crop Insurance Corporation (FCIC)



LRP

• Insures against price declines with floor price
• Similar to put options
• Premium is subsidized
• Sold by livestock (crop) insurance agents who 
do not have to offer

• List of approved agents at:

www.rma.usda.gov/en/Information‐Tools/Agent‐Locator‐Page



LRP
Advantages
 Small numbers can be hedged
 Premium subsidized 35‐55%
 No brokerage or margin
 Receive higher prices in bull market
 Available in months where no futures/options
 All coverage prices available daily
 GOOD WAY TO LEARN ABOUT PRICE RISK MGMT
Disadvantages
 Not flexible like futures and options



LRP CONTRACTS

• Feeder Cattle (beef, dairy, Brahman)
• Under 600 lbs

• Beef steers or heifers
• 600 to 900 lbs.

• Beef steers or heifers

• Fed cattle
• Swine
• Lambs‐temporarily unavailable



Steps to LRP

1. Submit eligibility application form with insurance 
agent

2. Select a policy (coverage prices and premiums are 
available after 3:30 PM (CST) except holidays)
1. Number of head
2. Policy length closest to marketing date
3. Estimated average market weight
4. Choose coverage price

3. Pay premium to agent
4. Agent submits SCE form electronically (hours are 

between 4 PM and 9 AM (CST), Tues‐Sat only)



Insurance Period
Policies may be available for the following weekly
lengths:

13, 17, 21, 26, 30, 34, 39, 43, 47, 52

Policy Size
• One up to 40,000 head per policy
• 150,000 maximum per year (July 1 – June 30)



LRP – Swine
• Based on Chicago Mercantile Exchange (CME) lean 
hog price index which is available at 
www.cmegroup.com

• Current Index ‐ $103.76



CME LEAN HOG CASH INDEX PRICE



NEW Premium Subsidy Rates
Coverage Level % Subsidy Rate %

95‐100                               35
90‐94.99                            40
85‐89.99                            45
80‐84.99                            50
70‐79.99                            55

Effective 9‐14‐2020/Retroactive to 7‐1‐2020
(13% Subsidy for many years)



Beginning Farmer

•10% additional premium subsidy
•5 yr. or less actively raising livestock
•Does not include years when

• under 18
• full time military
• post‐secondary education



Coverage Prices and Rates
Change daily and are posted on the USDA 
Risk Management Agency (RMA) web site

https://public.rma.usda.gov/livestockreports/main.aspx

Coverage levels will range from 70‐100% of 
expected price





Indemnity

 Payment based on difference between COVERAGE PRICE (CP) 
& actual CME LEAN HOG INDEX price (AP)

CP = $90/cwt
AP = $80                     

$10/cwt payment

 Producers must submit 04‐LRP‐Claim Form within 60 days of 
end of contract



LRP
Advantages
 Small numbers can be contracted
 Premium subsidized 35‐55%
 No brokerage or margin
 Receive higher prices in bull market
 Available in months where no futures/options
 All coverage prices available daily
 GOOD WAY TO LEARN ABOUT PRICE RISK MGMT
Disadvantages
 Not flexible like futures and options



2021: COVID, China, and Demand  
Causing Volatility and Risk , especially on 
seasonal basis. Flexible marketing plans 
should include risk management tools 


