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WEEK ENDING AUGUST 31, 2024

THE BEEF WRAP

The beef cutouts continued lower this week, with the Choice
dropping $5.20/cwt. to average $310.63 and the Select losing
$3.31 on its way to $298.02. This week’s decline was largely
driven by a big drop in the loin primal and a sharp down move
in the price of 50s. Choice striploins were responsible for the
loin’s share of the loin decline as Labor Day buying dried up.
The 50s, which averaged close to $163 last week, printed
closer to $139 this week—a nearly 15% decline in one week.
Some of that can likely be explained by light processor
demand in anticipation of reduced hours next week, but
carcass weights are getting heavier by the day now and that is
also playing a role. Demand for trims generally softens
moving into September because the summer travel season is
complete. The one part of the complex that isn’t showing
much weakness is the lean trim, where the 90s were up
marginally from last week while the chuck and round primals
were down only slightly. We should see the 90s start to ease
in September as well, but | wouldn’t look for a big price
decline. That means that the chucks and rounds also
probably remain relatively firm and that should provide a pillar
of support that keeps the cutouts from dipping too low in
September. The cash cattle market traded lower again this
week with trade in the South steady to slightly lower around
$182-183 while trade in the North was down about a dollar to
$184. When all of the data are tabulated on Tuesday, | expect
the 5-area price to be in the vicinity of $183.80, which would
be about $1.75 lower than last week’s average. The 5-area
price, which is the closest thing to a national average price
that we have, has gone from $195 to $184 in five weeks. The
Aug24 live cattle futures expired today at $185.85, which is
about a $3 premium to this week’s price in the South. That
looks a little rich, but there were no contracts open at
expiration, so there will be no deliveries next week. Now
Oct24 moves into the spot position and it added almost $3 this
week to finish at $178.60. That suggests that traders still
expect a few more dollars of downside movement in cash
cattle prices over the next few weeks. | can’'t argue with that,
but available cattle numbers should be tightening up as we
approach October and that could cause the cash to turn
higher as Oct moves into delivery near the beginning of the
month.

The fundamental forecast has fair value for Oct
expiration around $182-183, and if 'm wrong about that,
| may be too low. This week’s kill was estimated to be
494k for steers and heifers and 117k for cows and bulls.
That was a little larger than expected, so perhaps
packers were trying to build some inventory ahead of
next week’s short kill. The fed kill next week is likely to
be below 440k. The FI steer weights jumped 6 pounds
this week and that leaves them now 26 pounds heavier
than last year. Steer and heifer beef production during
September is expected to run about 3.5% stronger than
last year, mostly as a result of heavier carcass weights.
The attached scatter diagram projects domestic beef
demand during August to be stronger than normal, but
not as strong as in August of last year. I'm getting the
sense that domestic beef demand is slowly eroding, so
that is something to keep a close eye on over the next
couple of months. It will be interesting to see how the
middle meats perform in Q4 this year, since that will
have a big bearing on our demand readings. Right now,
the rib primal is about $50 lower than it was last year at
this time and while that gap may close some in the fall, |
suspect that ribs will have a hard time matching last
year in Q4, simply because of heavier carcass weights.
The smaller ribeyes that foodservice prefers may be
more difficult to source this year, but there could be an
abundance of the heavier variety that typically moves in
retail channels. Export movement still looks lukewarm
in the weekly data and | don't think that we can count on
big buying from China this fall, so that probably means
that exports don't really impress in the second half of the
year. The weather forecast for the holiday weekend
looks like a mixed bag, with good weather out west, but
lots of rain near the population centers on the East
Coast. That suggests that clearance at retail may only
be so-so and that would limit fill-in business after the
holiday. Next week, look for the cutouts to drop a few
more dollars and the cash cattle market to trade steady
to a little softer.

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.


https://jsferraro.com/

THE BEEF WRAP | WEEK ENDING AUGUST 31, 2024

WTD Change in LC Futures WTD Change in FC Futures

4.00
3.50

2.50 3.00

2.50
2.00

2.00
1.50 1.50
1.00 1.00
0.50 0.50
0.00 0.00

3.50
3.00

octzs [

< < < n un n n (S [~ d n n
~ & & N < ~ ~ & ~ S Q < < _ ~
bo ‘b’ o Ne] i c bo Q - > f =4 = = > o
E o (7] o F E [ S ) < 4 3 © S
< © Q v < = < n o 2 = = < s <
P
100
o —
L0
§ s
F 200
250
o
o
Rib Chuck Round Loin Brisket 50s

e supply ha Margins

Fl Steer Carcass Wt.

Ibs

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 AUGUST 31, 2024

Ch. Rib primal
er Capita e 7500
10 W, Aug
£ o u H
s s ow Sasoo
I ” s
£ o -
0 B o 500
o - S,

50 5% s 6% ® 75 s 850 S0 %50 1000
Per Capita Beef Consumption, Carcass W (bs)

FI Cow & Bull Beef Production

Blended Cutout

millbs

2002 2023 ——2024 oo Forecast

¢ ——History + Weekly Forecast ——Monthly Forecast ——S5 Vr AVE

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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