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We’ve seen a couple weeks of sideways trade in the fed cattle market, which has
underperformed as we moved from November to December. The latest weekly price of
$110/cwt. was 7.5% lower than a year ago, settling $1/cwt. below the prior week.

The December fed cattle market for the past two years has followed a strong pattern with
increasing values through the end of the month. Today, however, it’s very unlikely we’'ll see
that kind of a rally in the face of lower Live Cattle futures and ample fed cattle supplies in the

near term. In fact, some mid-week
reports indicate a much softer trade
at $108/cwt.

On the boxed beef side, weekly
cutout values were mixed with the
CAB cutout down a mere $0.47/cwt.
while Choice and Select were
marginally higher. The trend over
the past seven days, however,
shows a rapid retreat in cutout
prices seeing the Choice carcasses
lower by $6.42/cwit.

December is historically the odd
month when live cattle prices trend

This Previous | Previous
—_— Week Week Year
Weekly Slaughter 667K 564K 682K
Fed Cattle Price 5110 S111 5119
Steer Carcass Wt. 923 930 911
CAB cutout $257.60 | $258.07 | 5242.05
Choice cutout 524129 | $240.94 | $229.69
Select cutout 5219.45 | $218.10| 5207.94
CH/SE spread 521.84 522.84 521.75
CAB/CH spread 516.31 517.13 512.36

higher while boxed beef values simultaneously trend lower. Now it seems no strong upward
trend will develop this month, but it’s just as clear that the normal price decline in boxed beef

values will remain intact.

Beef demand this season remains very good and last week CAB ribeyes set a spot
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wholesale market record at
$13.58/Ib. Early fall ribeye
purchasing by end-users has
limited current spot market supplies
to the extent that hand-to-mouth
buying today reflects this in the
price.

Much smaller restaurant traffic

has limited holiday price advances
on tenderloins, keeping them near
2017 and 2018 pricing. Ribeyes
leapt to 30% higher prices than a
year ago, but tenderloins are 9%
lower.




Premiums High in a Lower Market

We can’t count all the reasons why 2020 needs to find a hasty exit, but at least we can
hope that a new year will bring on new dynamics for the cattle industry. No, it won’t be
overnight. We know we’re facing a first quarter in 2021 that will test our resolve because
there are lots of fed cattle slated for harvest.

Even with these challenges, it's important to stay aware of the market forces in action
and how they will change seasonally. The November/December marketing period has been
good for the high-carcass-quality cattle sold on grid arrangements.

While the Choice/Select spread has not been as wildly high as the 4th quarter of 2019, it
did widen to meet the anticipated trend with the season’s high of $21.74/cwt. a week ago.
CAB carcasses brought an average of $5.93/cwt. over Choice, the highest since May, with
the top of the range premiums at $12/cwt. over Choice.

If we’re gambling on predictions, it's a cinch that rewards for carcass marbling will see
their annual lows in the 15t quarter of 2021. With larger numbers of finished cattle in the

offering we’ll see quality grades
better than a year ago in the CAB® Grid Premium Wtd. Avg.
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that direction again.
Feedyards will be cognizant of the shift from heavy supplies in February to market-ready
supplies in June that could be potentially lower than normal. The historical pattern shows a
$39/head improvement in CAB carcass returns from February to May/June. This may be
exaggerated in 2021 because of the potential for lower premiums for Choice and higher
quality in February on larger market-ready supplies. It could also develop that unusually
higher quality premiums are offered in May and especially June, given the projected shift to

smaller supplies
CAB Carcass Premium Over Regional Avg. through that period.
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Beef Cow Culling to Reduce Inventory 2.5% by Year’s
End

With three weeks until the year’s end we can take a relatively safe guess at what the
beef cow herd will look like in the new year. The story is a two-sided one with both losses
and benefits.

The national drought monitor tells a story of worsening conditions spanning a large
potion of the West, with many states badly in need of moisture. The fallout is evident in the
beef cow slaughter pace, recently exceeding that of 2019, which featured the most
aggressive weekly 4" quarter cow harvest counts the industry had seen in recent history.

The immediate impact to individual producers is significant. Several areas in California,
Oregon, Washington, Wyoming and Colorado face long-term resource and property losses
from fires. Still scores of others have reduced their stocking rates to preserve pastures and
minimize already soaring winter-feed costs due to drought.

CattleFax estimates a 300,000 head reduction in the beef cow herd by January 1, as a
result of these events. Finding a silver lining from these circumstances seems insensitive,
but there are ancillary impacts to supply shifts.

This second consecutive year of culling sends the industry toward not only a smaller

2021 calf crop but a smaller
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Don’t miss these recent columns and articles:
e Behind the brand
https://www.cabcattle.com/behind-the-brand/
¢ Come what may
https://www.cabcattle.com/come-what-may/
Video news releases: CAB® INSIDER is presented in
e Better focus, better future partnership with

https://youtu.be/IAUUN3IkwUO
I‘EED__ LOT

To subscribe to CAB Insider and Feed-Lot eNews, text the word

‘FEEDLOTNEWS” to 22828



https://www.cabcattle.com/behind-the-brand/
https://www.cabcattle.com/come-what-may/
https://certifiedangusbeef.lt.acemlna.com/Prod/link-tracker?redirectUrl=aHR0cHMlM0ElMkYlMkZ5b3V0dS5iZSUyRmlBVVVuM2xrd1Uw&a=475769757&account=certifiedangusbeef%2Eactivehosted%2Ecom&email=nnchLi0fTrIV5b9va8NcDvwUCDsaTOzfOj30IT94BwE%3D&s=70a82e6e8177c62e4e814ec741e19de6&i=559A649A14A7050

