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Market Indicators . . . April 21, 2017 
Production Prices 
Week Ending 4/22/2017 Last Year Ago Weekly Average ($/Cwt) Last Week Ago Year Ago 
  FI Cattle Slaughter (Thou Hd) 595 585   Live Steer  131.62 128.01 126.45 
  FI Hog Slaughter (Thou Hd) 2287 2233   Dressed Steer 209.22 205.30 200.68 
  FI Sheep Slaughter (Thou Hd) 31 40   Choice Beef Cutout 215.63 209.94 222.27 
  Live Y. Chicken Sl. (Mil Hd) 160.4 159.5   USDA Hide/Offal  12.05 11.89 11.41 

      GA Auction Fdr. Str. (6-7 Cwt.) 132.37 131.72 139.12 

  Slaughter Cattle Live Weight 1341 1344      
  Slaughter Hog Live Weight 285 285   Iowa/S. Minn. Base Hog  54.42 56.86 65.50 
  Slaughter Lamb/Sheep Live Wt. 139 136   Natl. Net Hog Carcass  63.87 64.73 69.13 

      Feeder Pigs (40 Lbs) ($/Head) 59.08 61.29 74.15 
  Beef Production (Mil Pounds) 480.1 476.4   Pork Cutout  75.06 75.27 80.27 

  Pork Production (Mil Pounds) 486.5 477.2      
  Lamb, Mutton Prod. (Mil Lbs.) 2.2 2.7   Lamb Cutout  314.01 307.35 306.30 

           

Previous 6 Wk. Moving Avg.     Corn, Omaha ($/Bu) 3.28 3.39 3.62 
  Total Beef (Mil Lbs) 480.9 453.1   Wheat, Portland ($/Bu) 4.48 4.65 NQ 
  Total Pork (Mil Lbs) 490.0 466.8   Wheat, Kansas City ($/Bu) 3.65 3.83 4.42 
  Total Lamb, Mutton (Mil Lbs) 2.8 2.8   Soybeans, Cntrl IL ($/Bu) 9.37 9.46 10.15 
       
Source:  Various USDA-AMS reports.  Some data are preliminary. 

 

Trends . . .  MILK  PRICES  SLIDE  AS  BUTTER  USAGE  SLIPS 
Milk prices have trended lower throughout the first three months of the year. Class IV milk prices 

(milk destined for the butter and milk powder market) averaged $16.19 per cwt. in January and sank 
to $14.32 in March, an 11% decline. Class IV milk prices were caught in a riptide of poor demand for 
butter in the U.S. and declining milk powder prices in Western Europe. 

Wholesale non-fat dry milk prices in the Midwestern U.S. started the year at $1.02 per pounds and 
three months later were struggling to hold the 80 cent mark. Meanwhile, U.S. butter usage during the 
first two months of the year (based on USDA-Economic Research Service calculations) was down 
13% year-over-year in January and fell 21% in February. The Leap Year effect was in play in 
February, with one less day this year being a factor in the magnitude of the decline. The decline in 
butter usage is a notable difference from the last quarter of 2016, when usage was up 7% from 2015’s 

comparable quarter. 
 The slowdown in usage resulted in 
frozen butter inventories in cold storage 
accumulating at a rapid pace, as shown 
in USDA-NASS Cold Storage reports. At 
the beginning of the year butter cold 
storage stocks were 11 million pounds 
above a year earlier, a 7% increase. By 
the end of March, frozen butter 
inventories were up 30 million pounds 
from twelve months prior, a 12% jump. 

Wholesale butter prices have moved 
sideways, even with the build-up in 
inventory. Average butter prices in 
February and March were close to 
unchanged from December 2016.  
Butter production in January was 1% 04/19/17
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higher than in the prior January and February production was down 6%, with one less day this year 
accounting for the majority of that difference. 
 U.S. non-fat dry milk prices started out the year at an equivalent price to Western European 
product. At the end of March, U.S. milk powder was priced at a 10% discount to that in Western 
Europe. Non-fat dry milk prices during the last quarter of 2016 averaged 15% to 20% below Western 
European prices. That discount supported bigger U.S. exports during the first quarter of 2017. U.S. 
milk powder exports in January were up 10% from a year earlier and February exports were up 26%.  
A 10 cent decline in non-fat dry milk prices during March is probably an indication that exports during 
that month were not as impressive as the first two months 2016. Export data for March will be 
available in early May. 
 The discount on Class IV milk to Class III milk (milk used for cheese production) went from 58 
cents per cwt. in January to $1.49 per hundredweight in March. The widening discount should have 
encouraged more milk moving into cheese manufacturing and less into butter and milk powder. U.S. 
cheese production in February was down 1% from a year earlier, a more modest decline than the 6% 
decline in butter production for the same month. This suggests that the shift in price relationships 
between Class III and Class IV milk was working fairly quickly to create a response.  Dairy product 
production during March could show an even more prominent shift towards cheese production. 
Cheese prices in March were under pressure, with cheddar prices dropping 20 cents per pounds from 
February to March. USDA data on butter, cheese and milk powder production in March will be 
available in the first week of May. 
 
DEMAND, FEEDLOT  MARKETINGS , DRESSED  WEIGHTS,  AND  CATTLE  PRICES 
 Cattle prices have strengthened since the beginning of 2017. So far this year, beef demand has 
been strong both by domestic customers and foreign buyers. That demand has fed-back to strong 
demand for fed cattle by packers. Cattle feeders have been willing sellers because they have been 
making profits in recent months and the “market structure” has supported turning-over their feedlot 
inventories. By market structure we refer to two keys. First, deferred futures prices have been 
indicating sharp price drop-offs.  Second, the cost of feeder animals has made replacing animals 
currently on-feed rather attractive. The feeder animal cost profile and return to profitability are in stark 
contrast to the last few years which tended to delay marketing of slaughter ready cattle. The rate at 
which fed cattle have been marketed in recent months provided a foundation for recent increases in 
U.S. cattle prices. 
 As shown in recent USDA-NASS Cattle on Feed reports, feedlot marketing’s have been 
aggressive.  March marketing’s increased by 9.5%, year-over-year, and was 8.1% above the prior 5-
year average (2011-2015). For the first quarter of this year, marketing increased 7.8% and 2.1% 
compared to 2016’s and the 2011-2015 average. In recent months, year-over-year increases in 
animals placed into feedlots and marketed have largely offset. For example, even though placements 
during March were up 11.1% (210,000 head) from 2016’s the April 1st on-feed count was only 
increased 0.5% (51,000 head).        

Here we will define “marketing rate” as the proportion (percent) of cattle marketed by feedlots 
relative to the inventory. Small percentage changes in the marketing rate are important. In March of 
this year it was 17.8%, which was up 1.6% year-over-year and 1.8% above the prior 5-year average. 
For 2017’s first quarter, the marketing rate was up 1.1% from 2016’s and increased 1.0% compared to 
the 2011-2015 average. 
 Biologically, the higher marketing rate has contributed to lower fed animal dressed weights. For 
the week ending April 8th (latest data available), U.S. average Federally Inspected dressed weight 
dropped 10 pounds week-over-week and was down 28 pounds (3.2%) year-over-year. That is 
reducing the tonnage of meat each animal slaughtered provides to the marketplace     
 Since mid-January, the factors described above have resulted in weekly fed steer prices (5-market 
average reported by USDA-AMS Market News) increasing about $10.00 per cwt. That has contributed 
to higher yearling and calf prices, too.    


