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WEEK ENDING FEBRUARY 16, 2024

Cattle futures started the week with a negative tone, posting
losses for the first three days. Packers seized on the opportunity
and began bidding $178 on Tuesday. By Wednesday, they
raised bids to $180 and found cattle feeders to be willing sellers
at $2 under the previous week’s price. Once the cash market
had largely been determined, the futures did an about-face,
closing higher on Thursday and Friday. For the week, Feb
futures were nearly unchanged, but Apr added close to $0.75/
cwt. After seeing the late-week futures action, there were
probably some cattle feeders that wished they hadn’t been so
quick to jump on the Wednesday cash bids. The trade volume in
cash cattle was rather large once again this week, so packers
should have ample cattle inventory around them next week.

That might allow them to hold the cash market steady while they
try to figure out what to do about their margins, which were about
$120/head in the red. Clearly, keeping the fed kill suppressed is
part of their margin enhancement strategy, but so far it hasn’t
yielded much benefit on the beef side of their business. On a
weekly average basis, the Choice cutout only added $0.05/cwt.
this week, while the Select gained $1.60/cwt. There wasn’t
much in the way of clear trends in primal pricing this week. The
chucks gained a little and the loins lost a little, but it was
otherwise a pretty flat week. Demand is typically pretty weak in
February and this week saw the combined margin drop further,
which isn’t a good sign for near-term demand. Retail prices for
December were released this week and the “all-fresh” retail beef
price declined a bit, while the traditional retail beef price
increased a small amount. Both are running 6-8% over last year.
Retailers appear to be in no hurry to reduce their beef pricing
and that will limit consumption at the consumer level. The CPI
came in stronger than expected this week, causing traders to
temper their expectations for interest rate cuts over the next few
months and sending yields higher. Retail sales for January
came in weaker than expected, possibly signaling that consumer
spending is beginning to slow. So, the macro environment is
suddenly looking a little more vulnerable than it has in a while.
The cheapest items in the beef complex, trimmings, have seen
very good demand lately. Beef 50s were back over the $100
mark as of Friday afternoon and the domestic 90s market topped
$300/cwt., gaining over $50 in the first six weeks of 2024. Light
fed kills are helping to support the 50s. Cow slaughter was down
close to 20% YQOY in January and that likely played a role in
jump-starting the 90s, but in the last couple of weeks non-fed
slaughter has pulled back to near last year’s level and prices
continue to rise. That suggests some demand improvement.
This week’s fed kill was estimated at 474k, down 9k from the
week before.
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The Saturday kill was almost non-existent. It is common for
fed kills to be light in February because cattle availability
normally declines and packer margins are often in poor
shape. This year however, I'm not sure that cattle availability
is down all that much because packers have constrained
slaughter for months on end now and that should be leading
to a build-up of market ready cattle. | was looking for that
backlog to affect the market in January, but then the polar
vortex caused cattle weights to come crashing down,
effectively buying cattle feeders more time with which to
market those cattle. Fl steer weights were reported down 3
pounds this week, but heifer weights were up 2 pounds. It
looks like the weather impact on weights has now faded and
the forecast for the feeding areas is rather benign for the next
couple of weeks, so the risk of further weather-related
problems is declining. Drought, which has plagued a large
portion of cattle country over the past 2-3 years, appears to
be fading and that should lead to much better pasture
conditions this spring. With feeder cattle prices at very high
levels, there should be strong demand for diverting more
animals to grass, where weight can be put on at a much lower
cost than in the feedyard. That causes the production
process to take longer and thus reduces the availability of
finished animals this summer and fall. Next Friday, USDA will
provide another Cattle on Feed report, and it is expected to
show January placements down somewhere in the vicinity of
10-15% YQY. Those are cattle that will finish this summer, so
there is another source of potential supply reduction this
summer in addition to more cattle taking the grass detour on
their way to the feedyard. Thus, the supply picture several
months down the road looks quite bullish, but the industry
must first navigate through the supply of backed-up cattle and
that could mean some near-term price retracement. Beef
exports continue to impress in the weekly FAS data, running
very near last year’s level even though prices are more than
10% stronger than last year. Next week, look for some
further easing in the cutouts and a steady or possibly lower
cash cattle market. Trading cattle at mid-week didn’t work
out so well for cattle feeders, so it seems likely that the cash
trade will wait until next Friday.
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WTD Change in LC Futures WTD Change in FC Futures
1.00 5.00
4.00
0.50 3.00
2.00
[ ]
0.00 1.00 .
050 0.00 — p— — —
-1.00
-1.00 -2.00
-3.00
-1.50 -4.00
< < < < < < n n < < < < < < <
~N N ~N ~N ~ ~N o~ ~ o o o N N o o
o [ c [1) - [} o S s > ) Q 5] >
(] o 5 S 9 [ ] a 1] (] E M S °
w < = < o [ e P = < s g 7} =
Beef Supply Chain Margins.
Weekly Avg Primal Impact on Choice Cutout from W/E Feb 9, 2024 to W/E Feb 16, 2024
CutoutChg =.05 »o
030 00
020 w
3
0.10 é 400
:i; 00— e ” m‘
0.10 °
020 - Mar —Total Margin
-0.30
Rib Chuck Round Loin Brisket 50s

While the information contained in this report has been obtained from sources believed to be reliable, J.S. Ferraro disclaims all warranties as to the accuracy, completeness or adequacy of such information.
The information is not a recommendation to trade nor investment research. User assumes sole responsibility for the use it makes of this information to achieve his/her intended results.
No part of this material may be copied, photocopied or duplicated in any form by any means or redistributed without the prior written consent of J.S. Ferraro.

) Copyright J.S. Ferraro. All Rights Reserved, 2022



THE BEEF WRAP | WEEK ENDING FEBRUARY 16, 2024

US Retail Beef Prices, 2018-Present
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DR. ROB MURPHY Bs, Ms, PhD Agri Economics,
Executive Vice President, Research & Analysis,
J.S. Ferraro

E: Rob.Murphy@jsferraro.com

Dr. Rob Murphy is an agricultural economist and business leader with over 29
years in the industry. He has a wealth of experience in the North American meat
and livestock industries studying, analyzing and predicting market movements.
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