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Market Comments 
 

 Much of the focus in cattle markets 
remains on weather conditions and the po-
tential impact they will have on beef sup-
plies in the first quarter.  Blizzard conditions 
and extreme cold temperatures take their toll on 
animals and underpin a more bullish outlook for 
cattle markets in the short term.  But in recent 
months, the supply situation in the cattle and 
beef complex has taken a back seat to the de-
mand component. We estimate that steer and 
heifer slaughter in the second half of 2009 was 
about 2% lower than a year ago and some 4% 
lower than the average steer and heifer slaughter 
for the Jul - Dec period in the last five years.  
During the same time frame, the choice beef cut-
out was on average 10% lower than the previous 
year and 4% lower than the five year average.  
Things were not much better for select beef cuts 
as the select cutout during Jul - Dec was on aver-
age 9.7% lower than a year ago and 1.9% lower 
than the five year average.   
 Lower supplies and lower prices do not paint the picture of a positive demand situation and we have noted repeatedly 
the negative impact of various factors on beef demand.  Below we list a few of them and you can probably come up with a few 
more. It’s a short list but one that is intended to highlight some of the issues to watch going forward. 
 -  Unemployment:  It’s an important factor but also one that is difficult to quantify.  High unemployment numbers tend 
to negatively impact foodservice sales but also cause consumers to trade down at the retail case.  At the beginning of 2009, it 
was not clear how high unemployment would get but the government was still holding to its hope for a 9% peak.  Unemploy-
ment currently stands at 10% and it is likely one of the main reasons why beef sales languished for much of 2009.  Where you 
expect unemployment to be in 2010 likely will color you view of the beef market this year.  Most economists believe unemploy-
ment has already peaked but they are split in how quickly we come back from these levels, with some expecting 10% unemploy-
ment through the end of this year, which would clearly continue to negatively impact the beef market. 
 - Housing/Equity markets:  One can look at these as proxies for the consumer wealth effect.  How consumers feel about 
their personal finances, including how wealthy they feel, will determine their willingness to spend at the foodservice and retail. 
 - Competing meats:  Prices for competing meats are key demand factors as they drive much of the feature activity in 
the retail case. Judging from the activity in the CME futures, hog prices are expected to be notably higher in 2010 and chicken 
prices are also expected to improve.  If that is the case, it will tend to support beef prices going forward. 

Disclaimer: The Daily Livestock Report is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or a solicitation to buy or trade any 
commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or possible where projections of future conditions are 
attempted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indication of future performance. Futures are a leveraged investment, and because only a percentage of a con-
tract’s value is require to trade, it is possible to lose more than the amount of money initially deposited for a futures position. Therefore, traders should only use funds that they can afford to lose without affecting their life-
style. And only a portion of those funds should be devoted to any one trade because a trader cannot expect to profit on every trade. 
 
CME Group is the trademark of CME Group, Inc. The Globe logo, Globex® and CME® are trademarks of Chicago Mercantile Exchange, Inc. CBOT® is the trademark of the Board of Trade of the City of Chicago. NYMEX, 
New York Mercantile Exchange, and ClearPort are trademarks of New York Mercantile Exchange. Inc. COMEX is a  trademark of Commodity Exchange, Inc. Copyright © 2009 CME Group. All rights reserved. 

 

The Daily Livestock Report is published by Steve Meyer and Len Steiner.  Please forward to others that may benefit from this information. 
To subscribe/unsubscribe visit www.dailylivestockreport.com. 

Get free real-time CME Globex quotes at www.cmegroup.com/elivestockquotes. 

CHOICE BEEF CUTOUT, USDA, DAILY CLOSE
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http://www.cmegroup.com/education/interactive/webinars-archived/forces-driving-the-ag-credit-market-and-its-impact-on-producers.html?cid=dlr_1109

