
China’s hog industry has undergone dramatic changes in recent years, includ-

ing the damage and rebuilding from African Swine Fever (ASF), surging meat 

imports, the consolidation of the hog breeding sector, and demand reduction 

amid continuing Covid-19 restrictions.  

 

Cycles in hog prices have always impacted the global soybean market as de-

mand for animal feed fluctuates with the fortunes of China’s hog market. 

Now, the market dynamics have become more complex as China’s large im-

ports have increasingly diversified into other markets such as meats and feed 

grains, and increasing consolidation of the hog industry looks to alter the tra-

ditional boom and bust cycles seen in the market prior to the hog epidemic. 

 

Background 

Market before ASF 

Prior to ASF entering China, the hog market was composed of smaller firms 

and backyard farmers with a handful of hogs. This market structure led to fre-

quent boom and bust cycles as farmers would increase production when pric-

es were high, leading to oversupply, and then to eventual culling of herds and 

underinvestment when prices were low. 

The epidemic 

When ASF appeared in China, it 

quickly took a devasting toll on 

the country’s hog farmers and 

threw the market into turmoil. 

 

Domestically, government offi-

cials were tasked with rebuilding 

hog herds and bringing prices 

down. Overseas, hundreds of 

new meat plants were approved 

to export to China as the country 

looked to fill the protein supply 

gap left by ASF and imports shot 

higher.  

Impact on herd 

The most evident shift in the hog market during ASF was a shrinking herd size 

that plunged to the lowest point this century. 

 

As the virus led to the culling of millions of hogs, the herd in the world’s larg-

est pork-producing and consuming country slumped nearly 28% year on year 

to 310 million heads by the end of 2019 according to official data, although 

some private estimates had the herd falling by half."  

 

As domestic supply fell significantly while demand remained relatively more 

stable, prices of live hogs and pork spiked during 2019 and 2020 giving strong 

incentives for large imports and rapid herd expansions. 

 

With hog prices at record highs, it was incredibly profitable to raise hogs, 

even with the risk of ASF. This restocking period accelerated the industry shift 

toward larger companies for several reasons. 

 

Margins were high enough that operators with multiple farms could risk ASF-

related losses at one farm, but still make a profit due to the outsized returns 

at other farms. Less capitalized operators with a single farm usually couldn’t 

take this risk and left the industry. Large firms were also able to invest in bi-

osecurity and on-site operations to reduce contamination risks. 

 

Lastly, large firms were better funded and able to access capital markets or 

preferential loan terms through state-owned banks. As piglet prices rose 

along with hog prices, large firms could simply outbid smaller competitors for 

the limited supply of new stock.  

 

Many firms entered the market and existing players worked to rapidly expand 

production amid high profits. At the same time, large farms became more 

skilled in preventing and controlling outbreaks of ASF and the virus took less 

of a toll on the national herd. This ramping up of production, along with few-

er impacts from ASF, meant the herd expanded quickly and the market was 

oversupplied.  

 

The hog herd bounced back to a six-year high at 449 million head in 2021, 

which caused prices to slide. 

 

Current situation 

Industry Consolidation 

Although ASF wiped out a significant portion of the hog herd, it also kickstart-

ed a new price cycle in the market with prices spiking in 2020 followed by a 

sharp fall in 2021.  

 

National average cash prices for hogs slumped to 10.63 yuan/kg in October 

2021. Prices recovered to 18.5 yuan/kg in November but again slumped to 

below 12 yuan/kg in March 2022. 

 

The price cycle accelerated a further consolidation of the pork producing in-

dustry which has been historically dominated by small companies and back-

yard farms. The number of small companies had already been dropping in the 

past decade from roughly 14,000 to 7,000. 

 

The total number of companies and farms shrank significantly in 2019 due to 

ASF as many farmers struggled to secure funding to maintain their herd and 

production, therefore many of them were absorbed by larger producers. 

 

We expect the hog industry to further consolidate in 2022 with large corpora-

tions accounting for more than 60% of the market share. 

 

Recent price rally and state intervention 

Hog prices began to rally sharply in late March 2022 after the government an-

nounced it would start buying pork from private companies to replenish the 

national reserve. 

 

Since then, hog prices have spiked nearly 45%, reaching the highest level 

since early June 2021.  

 

The rapid price recovery helped flip hog breeding margins into positive terri-

tory in May 2022 and significantly eased the cash-flow pressure for major hog 

breeders. As prices recovered, many hog breeders collectively reduced their 

sales due to expectations of higher prices. 

 

The country’s state planning body, the National Development and Reform 

Commission, quickly reacted to the situation and criticized it as “irrational”. 

Recent rounds of pork reserve buying from the state stockpiler also failed to 

conclude any trades as companies were refusing to sell. 

 

Despite the recent rally that has pushed prices to a 13-month high, they are 

still down 43% from two years ago. Nevertheless, the NDRC said it will begin 

to sell government pork reserves to tame price inflation. 

 

Overall, market analysts have not changed their view on a firmer hog market 

in the second half of this year as some producers continue to cut their herd 

sizes to limit costs and boost prices. The policy headwind could persist as the 

government aims to limit food price inflation amid slowing economic growth.  

 

Changing trends in protein demand 

While the supply side is changing, the demand side is also undergoing rapid 

shifts. 

 

Beef consumption has continued to rise due to several factors. When hog 

prices rose dramatically during the worst part of the ASF outbreak, China im-

ported large amounts of meat to help fill the supply gap in pork. Beef imports 

rose from 694,000 tons in 2017 to 2.3 million tons in 2021. 

 

Another factor is a ‘consumption upgrade’ as consumers, especially younger 

generations, place more emphasis on high-quality food and dietary options 

that are perceived as healthier alternatives to pork. While pork still remains 

the dominant protein in diets, beef has risen from 9.7% of red meat con-

sumption in 2015 to 14.8% in 2020.  

 

More recently, there has been strong growth in pre-made meals that con-

sumers can simply reheat at home without needing to cook. The industry cat-

egory is estimated at 410 billion yuan in 2022 and is estimated to grow at 

rates of 20% per year. 

 

This category of meals has become increasingly popular among younger 

office workers in cities who work long hours and opt for the convenience of 

pre-made meals. 

 

The trend towards pre-made meals has also been accelerated by China’s con-

tinuing zero-Covid policies. Traditional dine-in service at restaurants has been 

frequently disrupted due to lockdowns, capacity restrictions, and consumer 

worries about dining in crowded public spaces. In this environment, consum-

ers are increasingly choosing to eat at home, and pre-made dishes are often a 

popular choice. 

 

With the rapid growth in pre-made meals, many companies are rushing into 

the space and need to offer differentiated products to stand out. As part of 

the ‘consumption upgrade’, younger consumers are also seeking out a wider 

variety of flavors and options. Pork will continue to be the dominant protein 

in China’s diet, but with changing consumption trends it is likely to lose mar-

ket share to alternatives like beef, aquaculture products, or vegetarian op-

tions. 
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