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Market Indicators . . . September 23, 2016 

Production Prices 

Week Ending 9/24/2016 Last Year Ago Weekly Average ($/Cwt) Last Week Ago Year Ago 
  FI Cattle Slaughter (Thou Hd) 592 574   Live Steer  106.63 109.36 128.61 
  FI Hog Slaughter (Thou Hd) 2466 2283   Dressed Steer 167.90 169.89 202.44 
  FI Sheep Slaughter (Thou Hd) 38 46   Choice Beef Cutout 186.48 186.48 218.66 
  Live Y. Chicken Sl. (Mil Hd) 163.2 163.3   USDA Hide/Offal  11.47 11.27 12.28 

      GA Auction Fdr. Str. (6-7 Cwt.) 113.23 114.24 NQ 

  Slaughter Cattle Live Weight 1365 1386      
  Slaughter Hog Live Weight 277 281   Iowa/S. Minn. Base Hog  52.64 56.38 69.36 
  Slaughter Lamb/Sheep Live Wt. 128 127   Natl. Net Hog Carcass  62.62 64.50 72.11 

      Feeder Pigs (40 Lbs) ($/Head) 32.25 27.02 43.23 
  Beef Production (Mil Pounds) 492.0 485.9   Pork Cutout  79.18 81.01 83.23 

  Pork Production (Mil Pounds) 512.6 478.9      
  Lamb, Mutton Prod. (Mil Lbs.) 2.4 2.9   Lamb Cutout  324.00 321.94 327.43 

           

Previous 6 Wk. Moving Avg.     Corn, Omaha ($/Bu) 3.06 2.97 3.56 
  Total Beef (Mil Lbs) 479.1 465.0   Wheat, Portland ($/Bu) 4.79 4.78 NQ 
  Total Pork (Mil Lbs) 468.6 462.1   Wheat, Kansas City ($/Bu) 3.42 3.35 4.60 
  Total Lamb, Mutton (Mil Lbs) 2.4 2.6   Soybeans, Cntrl IL ($/Bu) 9.72 9.81 8.68 
       
Source:  Various USDA-AMS reports.  Some data are preliminary. 

 

Trends . . .  ESTIMATED  COW-CALF  RETURNS  LOWEST  SINCE  2009 

The LMIC has consistently ratcheted-down estimated cow-calf returns this year as forecast calf 
prices for the fourth quarter were lowered.  As of early in the third quarter, fourth calf prices were 
estimated to be 15% below a year ago.  That fourth quarter forecast has been lowered to 25% below 
year ago prices.  Most U.S. operations sell their calves in the fall and prices at that time of the year 
heavily influence profitability.  Note that these calculated returns do not include all economic costs of 
production; they are used in market analysis and estimated cash costs plus pasture rent.  Of course, 
every operation has different resources and costs.  Year-over-year changes in calculated returns are 
more insightful than the specific numeric levels. 

As of late September’s revisions, the LMIC’s 2016 estimate was a return over cash costs plus 
pasture rent of about $15.00 per cow, which is the lowest since 2009. That is a huge one-year decline 

of about $285.00 per cow (2015 was about $300.00 
per cow) and was even more disappointing when 
compared to 2014’s record high level (about 
$550.00 per cow).  Returns this year will not cover 
the total economic costs for most cow-calf 
operations.  While estimated costs of production 
have decreased slightly in 2016, based on cheaper 
fuel, feed, and slight drops in pasture cost, it has 
not been enough to offset declining calf prices.   

Huge returns in recent years provided the 
economic foundation to aggressively grow the U.S. 
beef cowherd.  The economic stage has quickly 
changed, but the adjustment in cattle numbers is 
just starting.    

 
 



A LOOK  AHEAD  TO  JANUARY  1, 2017  CATTLE  NUMBERS 
At what level will we see year-over-year changes in national beef cattle herd inventory?  This is a 

very important question, as it drives our domestic beef supply into the next few years.   
At this point, the Livestock Marketing Information Center estimates that 2016’s female cattle 

slaughter will represent 43.5% to 44% of total cattle slaughter for the year.  Based on historical 
relationships back to 1950, we have never experienced that low of a female cattle slaughter ratio 
resulting in a decreased total cattle inventory in the corresponding January 1 report.  It is not until we 
get into about a 48% ratio (female slaughter to total slaughter) or greater that a decrease in cattle 
inventory is likely.   

Looking ahead to January 1, 2017, female slaughter this year does not suggest anything much 
different than the 3.5% increase in total cattle inventory year-over-year like was posted as of January of 
2016.  However, some other factors, including the year-on-year drop in U.S. feeder cattle imports from 
Canada and Mexico, has led LMIC to suggest 
U.S. herd growth may moderate some and 
could be this in the 2.5% and 3.5% range.  It 
will be important to note in what categories the 
herd growth occurs.  We expect more growth 
in “other heifers” (i.e. those meant for a 
feedlot) as opposed to growth in replacement 
heifers.  It is clear from the slaughter data 
trends that the summer of 2016 was the first 
step in the transition to lower national herd 
growth rates.  As 2017 unfolds, the year-over-
year increase in female slaughter is projected 
to continue causing a more notable slowdown 
in cowherd growth as of January 1, 2018.   

 

U.S.  MILK  PRODUCTION  AND  PRODUCT  USE  TRENDS  
August milk production in the U.S. was up 1.9% from a year earlier, slightly more than the 

percentage gains in prior months.  Milk prices hit their lows for the year in mid-March and were 
surprisingly strong from May through August.  Class III milk prices averaged $12.76 per hundredweight 
in May and $16.91 in August, a 33% increase.  Meanwhile, milk production in other important dairy 
product exporting regions has been declining, with July milk output in the European Union down 1% 
and Australia down 10% from a year ago. 

The U.S. milk cow herd during August was up 45,000 cows from a year earlier, the biggest increase 
so far this year.  At the start of 2016, the milk cow herd was only up 2,000 head.  Given the low milk 
prices during the first half of the year, no expansion in the dairy herd had been expected for this year.  
The quick response to increase the dairy cow population is surprising. 

The USDA announced a program in late August to spend $20 million to purchase 11 million pounds 
of cheese for food aid programs, in order to support milk and cheese prices.  Since that time, Class III 
milk prices have declined by more than $1 per hundredweight.  Milk prices are expected to stabilize or 
drift lower into the end of the year, as the increase in milk production more than offsets the effects of 
government price support efforts and rising prices of milk in overseas markets. 

Dairy product usage trends during the early summer have been mixed.  American-type cheese 
usage during July was close to unchanged from the prior July.  Italian and other non-American-type 
cheese usage was up 2%, an encouraging performance given rising cheese prices in May and June, 
and the slowing pace of restaurant sales growth.  Butter usage in July was down 4% from July 2015, 
which is not surprising considering wholesale butter prices that were 10% higher than a year ago during 
the spring quarter.  July wholesale butter prices were also up by more than 10% from a year earlier, but 
the slowing usage may be having an effect on butter prices since then.  Butter prices declined slightly 
from July to August, with some acceleration in the downtrend continuing through September.  Now, 
lower butter prices may result in a rebound in usage for the last quarter of 2016 compared to 2015’s. 


