
A Packer's View 

by 
Stanley Lammers 

Sioux Quality Packers 

Gentlemen, this live hog futures thing has been the subject of 
a lot of discussion in our operation, as the establishment we have 
in Sioux City is strictly a hog operation. We, as a packer and 
as a livestock slaughterer, have for the past number of years 
watched this belly market. We have also watched the live cattle 
trade and the carcass trade; and from this I drew up a few re
marks which I would like to read to you. 

First of all, to make this market useful to the producer and to 
the slaughterer, a common denominator has to be used in de
livering points throughout the marketing area which should be 
included in the pricing of futures; that is, based on freight dif
ferential of this common denominator. 

For example, the cattle trade has two delivery points; one 
in Omaha, and the other in Chicago. If the producer is going 
to merchandise his livestock to packers, he needs this common 
denominator. The majority of the hogs are traded on the in
terior markets, and I believe that more markets would make it 
advantageous for the producer if they had this denominator to 
utilize in this market. I think it would also be advantageous 
for the packer if he could get a consistent amount of delivery off 
this market. 

Many producers are accustomed to marketing their livestock 
in local markets and slaughtering houses. This type of market 
receives a large percentage of hogs diat are merchandised. 
By using the plants and markets throughout the area, the ma-
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FUTURES TRADING IN LIVESTOCK 

jority of the slaughterers would be in a position to utilize the 
futures sold through this marketing method. This, as opposed to 
one or two delivering market points would be advantageous, 
because in marketing livestock, it is not like a frozen piece of 
merchandise; there are bruises, death losses, and diseases that 
take place with a long delivery. 

Also, in running a slaughtering house, we need livestock not 
only ten days out of a marketing month, but we need livestock 
every day. I don't know what rules and regulations can be offered 
on this point, but I firmly feel that if a contract could be exer
cised every month; and follow the past performance of the futures 
in meat trading, it appears that the daily market and the futures 
market then move very close in hand. 

As my good friend, Bernard Ebbing, can verify, we that 
purchase livestock do not always come up at the end of the day 
with what we set out to purchase in the morning. We might in
tend to buy 5,000 head of livestock in the morning, and end up 
by buying 4,000 or 6,000. If the futures market and the daily 
market would coincide to a degree, it would make it possible 
for the packer to buy or sell this merchandise on paper and 
keep an equal amount of inventory if he has over or under 
purchased. 

Gentlemen, this is merely a theory. Whether it works or not, 
I don't know; I honestly don't know this much about the futures 
market. I'm trying to look at the things that would be advan
tageous for the industry today. 

We find that classification and grades are two major factors in 
the carcass slaughtering business, and also for the people who 
process. Using a 1-2-3 classification, I believe the weight range 
should be based on 200-220 pound hogs. Another classification 
might include 220-240 with a discount. There should also be an 
allowance made for individual hogs which are not within these 
specified weight ranges. One will have yield factors when car
casses are slaughtered that will throw them out of this weight 
range. I also believe all hogs should be specified as barrows and 
gilts. 

I feel that the grade of these hogs should represent l's and 2's; 
approximately 40% l's and the balance 2's. Hogs of this quality 
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EVOLUTION OF A FUTURES CONTRACT 

should be required to yield 72% hot weight and be free of pus
tulous diseases. If you allow number 3 hogs, there should be a 
specified discount for these. 

The backfat thickness should run from approximately 1.5 to 
1.9 on a number 1; 1.9 to 2.3 on a number 2. The length of the 
carcass should be about 30 inches, measuring from the forward 
point of the aitchbone to the forward edge of the first rib. This 
percentage of fat, length of the carcass and conformation are spe
cifications which help you arrive at the primal cut percentage, 
which in turn makes up the majority of dollars that determine 
the value of a hog. 

Briefly, gentlemen, these are my thoughts. They may be 
of some help to you people in drawing up a contract for the 
industry. If there is a hedging possibility, I personally think 
that the packers and the meat people, have an interest. 

If the market is traded in only a few months of the year, there 
may be wide fluctuations in prices within the period that become 
very irrelevant to live market then. If we keep an open mind, 
the possibility of making this market work is evident. If the right 
contracts are drawn up, they could be a big asset to the producer, 
and to the livestock slaughterer and processor who has to buy 
livestock daily. 

Paper presented at A Live Hog Futures Symposium-Chicago on November 29, 1965. 
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