
Key Points:

n   African Swine Fever (ASF) is spreading throughout China, the world’s top 
producer and consumer of pork. 

n   The disease outbreak, complicated by a current trade dispute with the U.S., is 
pushing China’s hog prices higher. This could force a shakeup of the global pork 
market, with implications for China, the U.S., the European Union and other 
pork-producing countries.

n   Poultry has fallen out of favor with Chinese consumers. There is little indication 
that lower-priced chicken will be accepted as a substitute for pork. 

n   U.S. soybean growers are also feeling the pinch as Chinese pork producers  
reduce tariff-heavy purchases of beans used for hog feed. Soybean trade  
may suffer permanent damage since the Chinese are seeking alternatives  
to U.S.-sourced commodities.  

n   A global market shakeup could provide new opportunities for the U.S. pork sector 
to fill demand gaps on the world market and relieve pent-up domestic supplies.

Introduction
African Swine Fever (ASF) is spreading throughout China, the world’s leading 
producer and consumer of pork. 

The swine disease — which is feared by every major pork producing and exporting 
country — has been detected in ten China provinces in the last two and a half 
months. The Chinese have already culled almost 50,000 hogs in an effort to prevent 
spreading of the virus. 

So far, ASF’s impact on China’s hog supply is negligible. The country produces 
roughly half of the world’s pork. Culled hogs barely make a dent in the nation’s total 
hog herd, which is estimated to be as high as 440 million. (See Exhibit 1.)

Nonetheless, China’s hog prices have climbed 25 percent since July. Supply chain 
constraints, combined with the threat of a more widespread virus, are expected to 
drive prices even higher. 

© CoBank ACB, 2018

Inside…

Introduction .......................................1

ASF threatens global pork supply.......2

Is chicken a substitute? ......................3

Trade war impacting protein...............3

Meeting protein demand  ...................4

Conclusion  ........................................4

1

October 2018 African Swine Fever: Animal 
Disease and Trade Disputes 
Converge on the Global Stage 

By Will Sawyer 
Lead Economist, Animal Protein



www.cobank.com

Prepared by CoBank’s Knowledge Exchange Division  •  October 2018© CoBank ACB, 2018 2

The global protein sector may benefit 
from rising Chinese hog prices. 
Opportunities could come if Chinese 
consumers shift to more economical 
protein options like chicken. Or, if 
China’s protein imports rise, global 
suppliers may fill the void. 

Currently, the escalating trade dispute 
with the U.S. is limiting China’s  
protein import options. Effects of  
the dispute are also increasing 
production costs for Chinese pork  
and poultry producers. 

China’s struggles may provide  
well-timed relief from rising protein 
supplies being experienced by U.S. 

pork producers and the U.S. protein sector at large. The 
outbreak of ASF in China could be the lever that helps 
bring supply and demand back into balance. 

ASF threatens global pork supply 

The veracity of ASF is so feared that it has driven a quick 
and extensive reaction from the Chinese government. 
They have quarantined areas with ASF cases. They have 
also restricted inter-provincial movement of hogs from 
the seven provinces with confirmed ASF cases to the  
10 adjacent provinces. 

Virus containment efforts are significantly disrupting  
the massive Chinese pork supply chain. Based on the  
40 cases reported as of Oct. 18, we estimate that over  
70 percent of China’s hog production is being affected 
 by the quarantine and hog movement restrictions. 

The Chinese government is well aware of how quickly 
the disease can spread and how devastating it can be 
to hog herds. They have learned from examples of ASF 
outbreaks in other regions of the world. 
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Exhibit 1: US Hog Futures (December 2018)

Mexico announces 
20% increase in 
tariff on US pork. 

First cases of
ASF in China
are reported. 
 

US pork numbers begin
tracking 4% to 5% above prior
year levels pressuring prices.  USMCA is announced

although Mexico's retalitory
tariff on US pork continues. 

Source: LMIC, CoBank
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EXHIBIT 1: U.S. Hog Futures (December 2018)

What is African Swine Fever?

First emerging in Kenya early in the 20th century, 

the virus afflicts swine with hemorrhaging, fever, 

a loss of appetite and energy, red or purple skin 

patches, skin ulcers, breathing problems, plus 

diarrhea and bloody vomiting.

The virus is highly contagious and resistant. It  

can be spread through many forms of contact, 

such as being inhaled through the air or carried  

by ticks. It stays in the environment for months 

and is transmitted to animals through contact  

with infected hogs, contact with contaminated 

clothing or objects — and even through eating 

infected meat.

Most infected animals die within 10 days.  

There are no known cures or vaccines.
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Pork producers in Eastern Europe have been dealing 
with ASF for almost five years. There, feral hogs spread 
the disease to commercial pork production. In Ukraine, 
pork production fell by 16 percent in 2017, and could 
drop another 3 percent in 2018. 

It’s not likely that hog losses in China will reach the 
magnitude of loss experienced in Eastern Europe. Still, the 
implications for global pork supplies cannot be overstated. 

Is chicken a substitute?

As pork prices climb, it might be assumed that Chinese 
consumers will trade down to their next favorite animal 
protein: chicken. But, chicken has fallen out of favor  
with this group. 

Since 2014, China’s poultry sector has struggled with the 
strong headwinds of negative publicity. Consumers are 
concerned about the potential for human deaths caused 
by avian influenza. They are also worried about negative 
health effects associated with fast-growing birds. The 
negative trend was best exemplified in 2016 when hog 
prices in China climbed to all-time highs while chicken 
prices barely budged.

Poultry’s share of the Chinese 
consumers’ meat consumption  
has declined from 18 percent in  
2010 to just 15 percent today.  
The slide follows rapid growth in the 
1980s and 1990s spurred by the 
expansion of foodservice and quick 
service restaurant concepts in China. 

The correlation between chicken and 
pork prices has dissolved as chicken 
has lost its substitutability in the minds 
of Chinese consumers. (See Exhibit 2.) 
While there may be some trade-down 
effect by Chinese consumers to poultry, 
pork demand is expected to remain 
strong despite the impact of ASF 
propelling pork prices higher. 

Trade war impacting protein

In addition to ASF troubles, Chinese meat producers 
are feeling the impact of the trade dispute with the U.S. 
Climbing feed costs, particularly higher soybean and 
soybean meal prices, are their primary concern.

The U.S. accounted for about one third of China’s 
massive 94 million metric tons of soybean imports prior 
to the trade dispute. But since imposing a 25 percent 
tariff on U.S. soybeans, the Chinese have been actively 
working to eliminate the country’s reliance on the 
commodity. Initiatives include:

•  Sourcing alternative protein meals like sunseed, 
rapeseed and palm pulp.

•  Increasing imports from Brazil, Argentina,  
Paraguay and the former Soviet Union region.

•  Releasing strategic soy reserves. 

•  Reducing protein content in hog and poultry rations. 
Protein content in hog rations will fall from 20 percent 
to 12 percent, which will significantly raise production 
costs and reduce feed efficiency. 
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EXHIBIT 2: China Pork and Poultry Prices
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Reports of early frost in China’s Northeast production 
region are expected to impair China’s domestic soy crop. 
This will drive up feed costs for the country’s pork and 
poultry producers and hamper the incentive to offset 
supply shortfalls from ASF.

Meeting protein demand 

Consumer resistance to protein substitutes, rising feed 
costs and ASF issues may combine to force an increase 
in imports to meet China’s ever-rising demand for protein. 
This would reverse a negative trend: China’s pork imports 
have been declining after doubling to over 2 million tons 
in 2016. 

This time, however, China will have fewer options. There 
is a 62 percent tariff on U.S. pork amid the ongoing trade 
dispute. Also, ASF is threatening to take a toll on European 
pork production.

ASF was recently discovered in Belgium’s wild boar 
population, leading to concerns that the virus could 
spread to the European Union’s commercial hog herd. 
While Belgium isn’t a significant supplier of pork to China, 
ASF could spread to more important pork suppliers like 
Germany, Denmark and the Netherlands. 

Barring any change in the trade 
situation that significantly impairs 
U.S. pork exports to China, the 
European Union and Canada will be 
the primary beneficiaries of increased 
pork shipments to China. Brazil is 
price competitive but its pork export 
business is much smaller.  
(See Exhibit 3.)

Since the first cases of ASF in 
China, lean hog futures have quickly 
responded to the increased trade 
optimism. As a result, implied hog 
producer margins for the 12-month 

period from August 2018 through July 2019 increased 
by approximately $20 per head (See Exhibit 4.) This 
couldn’t have come at a better time for U.S. hog 
producers as excess animal protein supplies and 
retaliatory duties had depressed implied margins into 
the red for every month in the second-half of 2019. 
Still, 2018 is likely to be a poor year for most U.S. hog 
producers with losses per head averaging $9/head. This 
is a significant improvement from average losses of  
$18/head prior to the ASF outbreak.

However, the trade opportunity offered by ASF in China 
may not materialize in the volume or timing that the U.S. 
hog sector may hope for. If that is the case, hog prices 
will struggle in the coming months as ample U.S. pork 
supplies continue to loom large over the domestic market. 
But with current lean hog futures and the bumper grain 
crop indicating to hog producers that margins will be 
positive in 2019, pork supplies are sure to be even higher 
in 2019 – making the need for increased trade even 
more desperate.

Conclusion

Though it may seem that the U.S. is missing out on 
global trade opportunities, there are some bright spots on 
the export horizon for pork producers.
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EXHIBIT 3: Estimated Hog Carcass Prices - September 2018

Source: U.S. Meat Export Federation
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Global pork suppliers are a small group. The U.S., 
European Union, Canada and Brazil account for over 
90 percent of the market. As the European Union and 
Canada focus more of their trade flows on China,  
U.S. pork exporters stand to benefit from reduced  
global competition. 

Reduced trade competition could be 
especially important in Japan and 
South Korea, where the U.S. is under 
increasing pressure from European 
suppliers. Furthermore, while the U.S. 
may face debilitating tariffs in mainland 
China, the flow of product through 
Hong Kong and the gray channel 
into China could also provide trade 
opportunities for the U.S. pork sector.

The U.S. pork market already appears 
to be anticipating trade opportunities 
stemming from China’s ASF outbreak. 
Hog futures are showing a significant 
recovery since marking very low levels 
in August. 

Can margins for U.S. pork producers climb back to 
breakeven by the end of 2018 and into positive territory 
for next year? This will largely depend on how the ASF 
story unfolds in China and how the world’s largest 
producer and consumer of pork responds.  

Disclaimer: The information provided in this report is not intended to be investment, tax, or legal advice and should not be relied upon by 
recipients for such purposes. The information contained in this report has been compiled from what CoBank regards as reliable sources.  
However, CoBank does not make any representation or warranty regarding the content, and disclaims any responsibility for the information, 
materials, third-party opinions, and data included in this report. In no event will CoBank be liable for any decision made or actions taken by  
any person or persons relying on the information contained in this report. 

CoBank’s Knowledge Exchange Division welcomes readers’ comments and suggestions.
Please send them to KEDRESEARCH@cobank.com.
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U.S. Hog Producer Profit Per Head
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EXHIBIT 4: U.S. Hog Producer Profit Per Head


