Pork Cutout Futures and Options
FAQ
What is launching?
CME Group will launch Pork Cutout futures and options contracts
that will financially settle to the CME Pork Cutout Index.

What is the launch date?
The first trade date will be November 9, 2020.

How is this different from the existing Lean
Hog contract?
While the Lean Hog Index reflects the prices paid for hogs in the
United States, the Pork Cutout Index reflects the prices paid for
pork. A “cutout” is the approximate value of a hog calculated
using the prices paid for wholesale cuts of pork. The values, or
cuts, used to calculate the pork cutout include the loin, butt,
picnic, rib, ham, and belly.

Why are you launching this contract?
Since 2015, an increasing number of formula hog purchase
agreements have come to include the pork cutout as a base
price. Prior to that, most transactions only referenced the
negotiated hog price as the base price of a formula. Customer
feedback indicated that Pork Cutout futures and options would
provide a valuable additional risk management tool for the
ever-evolving hog and pork industry.

How is the final settlement price of the
contract calculated?
All contracts open as of the termination of trading shall be cashsettled based upon the CME Pork Cutout Index® for the
five-day period ending on the day on which trading terminates.
The termination of trading is on the 10th business day of the
contract month at 12:00 p.m. CT.

How does cme group settle the futures on a
daily basis?
CME Group will provide daily settlement prices for listed Pork
Cutout futures months with open interest. The settlements will be
determined using CME Livestock Futures settlement procedures.

Are there price limits?
Yes, there are price limits on CME Globex. The price limits will be
$0.045 expanded to $0.0675 upon launch and will follow the
same annual price limit methodology as CME Lean Hog products.

What are the position limits?
Pork Cutout futures will have spot month position limits of 350
contracts net long or short as of the close of trading on the
fifth business day of the contract month. Single month position
limits will be 1,000 contracts net long or short and a reportable
level of 25 contracts.

What is the listing cycle?
Upon launch, initial listing months are DEC20, FEB21, APR21, MAY21,
JUN21, JUL21, AUG21, OCT21, DEC21, FEB22, APR22, & MAY22. Then
listing cycle will follow Lean Hog contract listing cycle.

I am a bona fide hedger and need to exceed
position limits. Can I apply for a hedge exemption?
Yes, you can apply for a hedge exemption. Market participants
may be eligible to receive an exemption from position limits in
accordance with Rule 559 based on having bona fide hedging
positions (as defined by CFTC Regulation 1.3(z), 17 CFR 1.3(z)), risk
management positions and/or arbitrage and spread positions.

Visit cmegroup.com/pork-cutout for more information about the Pork Cutout futures and options.

About CME Group
As the world’s leading and most diverse derivatives marketplace, CME Group is where the world comes to manage risk. Comprised of
four exchanges – CME, CBOT, NYMEX and COMEX – we offer the widest range of global benchmark products across all major asset
classes, helping businesses everywhere mitigate the myriad of risks they face in today’s uncertain global economy.
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Neither futures trading nor swaps trading are suitable for all investors, and each involves the risk of loss. Swaps trading should only be undertaken by investors who are Eligible Contract
Participants (ECPs) within the meaning of Section 1a(18) of the Commodity Exchange Act. Futures and swaps each are leveraged investments and, because only a percentage of a contract’s value
is required to trade, it is possible to lose more than the amount of money deposited for either a futures or swaps position. Therefore, traders should only use funds that they can afford to lose
without affecting their lifestyles and only a portion of those funds should be devoted to any one trade because traders cannot expect to profit on every trade.
CME Group, the Globe Logo, CME, Globex, E-Mini, CME Direct, CME DataMine and Chicago Mercantile Exchange are trademarks of Chicago Mercantile Exchange Inc. CBOT is a trademark of the
Board of Trade of the City of Chicago, Inc. NYMEX is a trademark of New York Mercantile Exchange, Inc. COMEX is a trademark of Commodity Exchange, Inc. All other trademarks are the property
of their respective owners.
The information within this communication has been compiled by CME Group for general purposes only. CME Group assumes no responsibility for any errors or omissions. Additionally, all examples
in this communication are hypothetical situations, used for explanation purposes only, and should not be considered investment advice or the results of actual market experience. All matters
pertaining to rules and specifications herein are made subject to and superseded by official CME, CBOT, NYMEX and COMEX rules. Current rules should be consulted in all cases concerning
contract specifications.
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