
The world poultry industry is divided into those companies 
that are experiencing falling grain prices and those that are 
experiencing rising grain prices. Although grain prices in 
Chicago have been trending lower in dollar terms, grain prices 
are rising in the local currency of many countries. Examples 
of this include Canada, Mexico, Brazil, and Argentina in the 
Americas, oil producing countries like Russia, and emerging 
economies in Asia such as India and Thailand.

The rising cost of grain in local currencies is part of the reason 
why grain prices continue to drop in Chicago. Demand for 
grain is weaker when prices are rising. Supply also plays 
an important role and at the moment, the supply of grain is 
abundant.  

The February USDA World Agricultural Supply and Demand 
Estimates (WASDE report) showed little change from earlier 
estimates. The supply of US corn this crop year is excellent.  
Ample supplies in the rest of the world suggest that corn prices 
will be relatively low and stable (in dollars) for the next several 
months if not years.  

Eventually, the cycle will turn. Corn production in the US will 
drop slightly next crop year due to lower acreage and yield, 
and the ending stock will eventually be lower, starting perhaps 
in 2017. Prices may therefore be higher starting in crop year 
2017-2018. 
   
The most important reason for the shift in the medium-term 
trend is cost compared to price. The price of corn is now below 
the cost of production in the US. As a result, production is likely 
to fall in the US in the coming years. It is interesting to note 
that the falling value of local currencies provide an incentive 
for corn production outside the US. For example, in Argentina, 
farmers were recently liberated from high export taxes and 
an overvalued currency. Farmers in that country now have a 
powerful incentive to increase production. Farmers in Brazil 
and other countries have a similar incentive to increase 
production. Production can be expected to rise in the rest of 
the world as it falls in the US. For the moment, US production 
is strong and ending stocks are ample and rising.     

Corn – USDA - February- Billions of Bushels
2013-14 2014-15 2015-16

Beginning Inventory 0.821 1.232 1.731
Harvest 13.829 14.216 13.601
Imports 0.036 0.032 0.050
Supply Total 14.686 15.479 15.382
Ethanol 5.134 5.209 5.300
Exports 1.917 1.864 1.650
Feed 5.036 5.315 5.225
Total Use 13.454 13.748 13.545
End Inventory 1.232 1.731 1.837
Farm Price $4.46 $3.70 $3.60

 

US Ending Stock of Corn
Millions of Bushels USDA

The February WASDE report estimates world ending stock in 
2016 to be 209 million tons, up 3 million tons from 2015. The 
world is well-supplied with corn.

World Ending Stock of Corn MMT

      

The USDA estimates the average price of corn this crop year 
to be identical to last crop year. With no drought in sight (at 
least in the US), the next crop year will not be short. The cycle 
could turn higher starting in crop year 2017-2018.   
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Average Farm Price of Corn
$/Bushel by Crop Year - USDA

 

 

Soybeans

Like corn, soybeans may not begin to significantly increase in 
price until 2017-2018. Soybean and soybean meal prices are 
low thanks to much higher ending stock and a sudden increase 
in exports by Argentina when the peso was liberated in 
December. US and world-ending stock will both be significantly 
higher in 2016. The supply and stock of soybeans are both 
abundant compared to demand and therefore prices are likely 
to remain low (in dollars) barring a significant drought in South 
America this year. 

US Ending Stock of Soybeans 
Millions of Bushels

World Ending Stock of Soybeans MMT

 
 
US Soybeans – USDA February – Billions of Bushels 

2013-14 2014-15 2015-16
Harvest 3.358 3,927 3,930
Export 1.647 1.843 1,690
Total Use 3.478 3,861 3,701
Ending Inventory 92 191 450
Meal Price short ton $490 $368 $290

With soybean meal prices at $262 per short ton, it is hard to 
imagine that prices will fall much further. Although prices may 
not rise significantly until 2017-2018, there appears to be little 
risk of decline from current levels. Any surprise will be to the 
upside. The USDA records $368 per short ton for last crop year 
($405 per metric ton) and predicts $290 per short ton ($320 per 
metric ton) for this crop year (crop years run from September 
1 to August 31). Looking forward, the next up-cycle may well 
begin in 2017-2018. 

Average Crop Year Price of Soybean Meal
Short Ton

 

US Chicken Industry Production 

The following graph shows the weekly chick placement 
in millions moved forward 7 weeks to estimate chickens 
processed. Using this method of estimation, processing 
numbers, are at the moment, remarkably similar to last year.

Weekly Chick Placement - Millions
7 Weeks Forward - 2016 versus 2015

    

 
    

Weights however, are higher. The shift in production to heavier 
birds for deboning increased the average weight of all chickens. 
Chickens are running 2% higher in total weight. Taking into 
consideration numbers and weight, total chicken production 
percentage is now increasing at a 2.5% rate, a considerable 
slowdown from earlier production increases.     

As can be seen on the next graph, the supply of broiler 
breeders grew significantly from 2013 to 2015. While there 
were insufficient breeders in 2014 to support demand in North 
America, there are currently enough breeders to support 
domestic growth (0.5%) and the demand from Mexico. The 
latest numbers available, those of December 2015, show a 
continued increase in the flock. Breeders are now about 3% 
greater in numbers than at the same time last year. 
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Layers on Hand - Broiler Breeding Flock
2013-2015

The February WASDE report predicts an increase of 2.5%  
in chicken production this year compared to 4% last year. 
More importantly, given falling exports last year, the amount 
available within the US was 7.6% higher last year. This year, 
with exports increasing, the increase will be only about 2.5%. 
After falling last year, chicken prices should stabilize in 2016. 
Lower grain prices will insure a lower break-even price and 
continued profitability.     
 

US Quarterly Broiler Production
Million Pounds - USDA

A large increase in chicken production this year is unlikely and 
would be unprofitable given the pressure of increased beef 
and pork availability. In 2015, there were 1.6 billion additional 
pounds of red meat available for domestic use. This year 
there are projected to be another 600 million pounds. In all, 
total red meat consumption per capita will rise 4 pounds from 
2014 to 2016. The per capita consumption of poultry jumped 
6 pounds last year but is expected to rise less than 2 pounds 
this year.   

It is interesting to note that total meat consumption in 2016 
is still not back to the level of 2006 and that total poultry 
consumption exceeded total red meat consumption in 2015 
for the first time.  

Per Capita Consumption Per Capita in Pounds - USA      
Pork Beef Chicken Turkey Total

2006 49 66 87 18 220
2007 51 65 85 18 219
2008 49 63 83 18 213
2009 50 61 80 17 208
2010 48 60 82 16 206
2011 46 57 83 16 205
2012 46 57 80 16 202
2013 47 56 82 16 201
2014 46 54 83 16 202
2015 50 54 89 16 211
2016 50 54 91 16 214

       

US Per Capita Consumption of 
Red Meat and Poultry (lb)

Deboned Breast
The price of deboned breast is now rising from the winter 
seasonal low. The highest prices this year will, in all likelihood, 
be lower than the highest prices in 2015 which, in turn, 
were lower than 2014. However, falling grain prices ensure 
continued profitability even at much lower levels for this key 
price.   

Deboned Breast - 2015-2016
USDA - Northeast Price - Cents/lb

  

Leg Quarters
Leg quarters are still feeling the effects of increased production, 
trade restrictions due to bird flu, and the strong dollar. Given 
current conditions, leg quarter prices could stay below 30 
cents per pound (Northeast Price) for several months. There 
is a wide range in price for leg quarters with many leg quarters 
sold for a price much lower than the published Northeast 
price.  

Leg Quarter Price - 2015-2016
USDA - Northeast Price - Cents/lb

 

Wings
Wings are a bright spot for the chicken industry with prices 
far above deboned breast. Demand peaks during the Super 
Bowl in February but it seems that every day is Super Bowl 
day when it comes to the demand for wings.   
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Whole Wing Prices - 2015-2016
USDA - Northeast Price - Cents/lb

On average, the US industry is now profitable and is likely 
to remain profitable this year due to low grain prices, despite 
relatively low leg quarter and deboned breast prices. Small 
birds are now profitable. Large birds dedicated to deboning 
are slightly profitable now and will become more profitable with 
seasonal increases.    

Feburary 2015 
Leg Quarters $0.29 per pound 
Deboned Breast $1.09 per pound
Wings $2.00
Chicago Corn $3.59 per bushel
Soybean Meal $262/Ton
Total Cost of Eviscerated Chicken $0.68
Revenue $0.73
Gain (Loss) per pound $0.05

June 2016 
Leg Quarters $0.30 per pound 
Deboned Breast $1.35 per pound
Wings $1.90
Chicago Corn $3.95 per bushel
Soybean Meal $288/Ton
Total Cost of Eviscerated Chicken $0.70
Revenue $0.78
Gain (Loss) per pound $0.08

 

World Chicken Growth Rate
The dangers of a global recession have increased recently. 
Even without a global recession, the world economy is likely 
to continue to display slow growth. The consequences of high 
grain prices and slower growth dropped the world chicken 
growth rate to less than 2% in 2015 and 2016. The world 
chicken growth rate should recover to over 2% by 2017 if a 
world recession is avoided and grain prices stop rising in 
emerging market currencies.   

World Chicken Growth Rate &
World Economic Growth Rate

                                        World Bank 2016 - Global Economic Prospects
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