
 
 

Give to AgEcon Search 

 
 

 

The World’s Largest Open Access Agricultural & Applied Economics Digital Library 
 

 
 

This document is discoverable and free to researchers across the 
globe due to the work of AgEcon Search. 

 
 
 

Help ensure our sustainability. 
 

 
 
 
 
 
 
 

AgEcon Search 
http://ageconsearch.umn.edu 

aesearch@umn.edu 
 
 
 

 
 
 
 
 
 
Papers downloaded from AgEcon Search may be used for non-commercial purposes and personal study only. 
No other use, including posting to another Internet site, is permitted without permission from the copyright 
owner (not AgEcon Search), or as allowed under the provisions of Fair Use, U.S. Copyright Act, Title 17 U.S.C. 

https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
https://makingagift.umn.edu/give/yourgift.html?&cart=2313
http://ageconsearch.umn.edu/
mailto:aesearch@umn.edu


What’s Next for the Cattle Market?

Paul E. Peterson

The Clearing Corporation Charitable Foundation Clinical Professor of Derivatives 
Trading

Department of Agricultural and Consumer Economics
University of Illinois

March 21, 2013

farmdoc daily (3):53

Recommended citation format: Peterson, P. "What’s Next for the Cattle Market?." farmdoc daily (3):53
, Department of Agricultural and Consumer Economics, University of Illinois at Urbana-Champaign, 
March 21, 2013.

Permalink: http://farmdocdaily.illinois.edu/2013/03/whats-next-for-cattle-market.html

Cattle feeders have witnessed record fed cattle prices over the past few years. But they also have 
experienced record prices for feed and feeder cattle, resulting in record feeding losses that at times 
exceeded $200 per head for Corn Belt cattle feeders (Figure 1). This has occurred despite the fact that 
cattle supplies have been declining for several years. The USDA cattle inventory in January reported the 
lowest beef cow numbers since 1962 and the smallest calf crop since 1949 (Figure 2).

The size of the calf crop dictates the number of cattle available for slaughter, and many observers 
concluded that lower cattle numbers would translate into sharply higher prices for fed cattle and a return 
to cattle feeding profitability. These conclusions turned out to be overly optimistic, in part because the 
impact of lower slaughter numbers has been offset by heavier carcass weights (Figure 3), with the end 
result that beef production has remained relatively steady.

The other factor keeping a damper on cattle prices has been consumer demand. The combined effects of 
heavy personal debt loads, volatile energy prices, high unemployment and an uncertain economic outlook 
have kept US consumers cautious and limited spending on beef. In addition, competition from increasing 
supplies of and ample quantities of pork look have had an effect, as have weaker foreign currencies that 
reduce the buying power of overseas customers.
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Higher prices for fed cattle will require higher beef prices, so a rebound in the US economy will be 
essential in making this happen. But the most improvement in cattle feeding profitability could come from 
lower feed prices, particularly corn. The futures market is expecting normal yields and a big crop for 2013, 
so new-crop prices are trading in the mid-$5 area. In addition, each old-crop month is progressively lower 
than the preceding month, with September more than a dollar below the July contract. Local cash prices 
should exhibit the same general pattern, and this price structure gives feeders a strong incentive to rely 
on hand-to-mouth purchases until the 2013 crop is available.

Another point worth noting is that despite the lower cattle numbers, feeder cattle futures are currently 
near life-of-contract lows. Apparently the feeder cattle market is discounting the possibility of a large corn 
crop at this point in the production cycle, and is waiting until yields are assured, or at least the crop is in 
the ground, to reflect the possibility of lower corn prices. This situation may provide cattle feeders with 
some profitable forward contracting or hedging opportunities on expected purchases of feeder cattle.

In summary, cattle feeders are encouraged to consider total returns for the cattle feeding enterprise, 
rather than focus on expected prices for a single commodity, when making future production decisions.
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