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The August 30
th

 edition of the Chicago Mercantile Exchange’s Daily Livestock Report discussed the estimated gross 

margins for processors in the beef and pork industries which have experienced a bumpy ride in 2011.  While there 

is not a publicly available estimate of gross margins for the broiler chicken industry, the industry is in the red given 

the cutbacks in production that have occurred and lower than year ago prices for broiler meat.  Sanderson Farms 

recently announced its production cuts will be extended indefinitely while Cagle’s was expected to be producing 

at 22% below capacity by the end of August.  High feed costs are impacting this industry like the cattle feeding 

industry, but production cuts are just now beginning to be reflected in weekly production data.  Year-to-date 

broiler chicken production is 2.1% higher than last year. 

 

Composite broiler prices and breast prices in July were below year ago levels underscoring the situation that the 

broiler industry finds itself in.  Boneless skinless breast prices were 26% lower in July 2011 than July 2010.  Other 

component prices such as legs, gizzards, and thighs are higher than a year ago, but cannot overcome the 

weakness present in the breast market.  Prices did see a seasonal increase starting in May but those increases 

were short lived.  From an export perspective, broiler exports for the first half of 2011 are only 1.7% lower than 

2010, but are 8.2% lower than the same time period in 2009.  There is some good news in that exports for the first 

half of 2011 were 7% higher than the 2004-08 average.   

 

At the end of August, U.S. broiler egg sets were 6-7% below last year and chick broiler placements 5-6% lower 

than a year ago.  There is a three week lag between the time the egg is set and the chick hatches and at least 5 

weeks from chick placement until slaughter with some birds not harvested until 9 weeks after placement.  Of the 

first seven months of 2011, only April and July saw decreases in production relative to the corresponding month in 

2010.  The reduction in chick placements in the past few weeks will result in tangible production reductions as 

September closes, but that is only if average live weight does not continue its year-on-year increases.  It was the 

last week of August 2010 when there was at least a 1% decrease in average live weight relative to the previous 

year.  The contractual nature of the marketing agreements vertically integrated firms have with retailers may be 

contributing to the average live weight not decreasing.  Additionally, integrators started to shift production 

toward larger birds reflecting the softness of the fast food market for smaller birds.  While some integrators 

reporting feed costs are 60% higher than a year ago, the integrators seem to be aware of the financial strain that 

contract growers experience from large production costs.  As a result, integrators are trying to ease the financial 

strain experienced by growers, but there is no guarantee this will continue. 

 

Forecasts for broiler chicken production are split at this point for next year.  The Livestock Marketing Information 

Center (LMIC) is projecting a decrease of 2.2% in 2012 with no year-on-year increases in production until the 4
th

 

quarter.  USDA’s World Agricultural Supply and Demand Estimates is more optimistic with a 1% increase in 2012 

broiler chicken production.  USDA may revise their number downward in the coming months partially due to 

expected increases in the price of feed grains.  For now, the broiler chicken industry is going to continue to have a 

bumpy road to economic recovery.  
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