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In The Cattle Markets
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Small Feedlot Activity

Last week, SDSU hosted LMIC’s Katelyn McCullock. Our students appreciated her insights!
She visited with several classes and one of her topics was projecting cattle on feed levels.
That discussion focused on projecting placements starting with auction totals for feeder cattle.
One can only start there, as not all cattle are sold at AMS-reported auctions. The LMIC staff
also incorporates seasonality and considers international trade volumes. Projecting marketings
starts by monitoring estimated and actual slaughter volumes coming in throughout a given
month. These are also augmented by LMIC staff with trade volumes. The discussion should
help our students think critically about future projections.

Building on those ideas, one can look at the current cattle on feed situation. Among feedlots
with 1,000+ head capacity, the total on feed from the January Cattle on Feed report was 12.0
million head, up slightly from a year earlier. The feeder cattle auction totals have receipts in
January below year-ago levels (see LMIC Table 2.520). Direct deliveries of slaughter cattle
may serve as a proxy for marketings, being down slightly in January compared to a year
earlier. Those could be combined to infer changes in the on-feed totals for the upcoming
Cattle on Feed report.

In the recent Cattle report, there was a snapshot of the U.S. total cattle on feed inventory as of
January 1, 2022. The total was 14.7 million head across all feedlots. The number was
unchanged from a year ago when rounded, but up slightly when you look at it closely. Small
feedlots in Iowa had the largest inventory at 570,000 head. They were followed by those in
Minnesota with 280,000 head, Nebraska with 220,000 head, South Dakota with 215,000 head
and Kansas with 120,000 head. The common thread among these states is their location in the
western corn belt. Missouri is likely next on the list, but its feedlots are not broken out by size.
Backing out the differences by size group leaves the small feedlots with an inventory level
down by 45,000 head. There was not a clear pattern in the changes in inventory among states
with small feedlots.

Small feedlots could be another source of uncertainty when trying to understand or project the
on-feed situation. With slightly lower inventory levels, they represent additional capacity that
could be used to place or market cattle and surprise the trade, albeit at muted levels. The
number marketed by small feedlots is reported annually in the February Cattle on Feed
reports. Over the past five years, the ratio of marketings to beginning inventory, turns, has
ranged from 1.2 to 1.3 for small feedlots. Small feedlots are often farmer-feeders that may
only retain their own calf crop, may grow and finish cattle or not consistently re-fill pens
because of limited feed supplies or profitability. By comparison, in 2021 large feedlots had
1.9 turns.



The Markets

The markets finished higher for the week. In the cash trade, fed cattle and feeder cattle were
higher. Boxed beef prices were lower, which would reduce packer margins. Futures prices
were higher for live cattle and mostly steady for feeder cattle as higher corn limited the gains.
The implied volatility of live and feeder cattle remains close to average across contracts
despite the increase in futures prices. This keeps the cost to offset risk relatively low for the
cattle markets.

Week of  Week of  Week of
Data Source: USDA-AMS Market News 2/11/22 2/4/22 2/12/21
5-Area Fed | all grades, live weight, $/cwt $140.48 $139.76  $113.83
Steer all grades, dressed weight, $/cwt $224.04 $221.79 $180.10
Choice Price, 600-900 Ib., $/cwt $276.31 $284.05  $233.77
Boxed Beef | Choice-Select Spread, $/cwt $4.77 $4.94 $13.06
Montana 3-market, $/cwt $168.15 $163.29 $139.24
700-800 Ib. | Nebraska 7-market, $/cwt $169.22 $169.26  $142.67
Feeder Steer | Oklahoma 8-market, $/cwt $163.85 $157.35 $132.53
Montana 3-market, $/cwt $197.83 $198.15 $165.42
500-600 Ib. Nebraska 7-market, $/cwt $204.00 $203.23  §172.33
Feeder Steer | Oklahoma 8-market, $/cwt $195.51 $178.76 $158.32
Feed Grains | Co™ Omaha, NE, $/bu (Thursday) $6.35 $6.12 $5.23
DDGS, Nebraska, $/ton $245.00 $242.50 $225.00




