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PERCENTAGE OF STEER AND HEIFER SLAUGHTER GRADED CHOICE
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Please feel free to forward the Daily Livestock Report to others who you think will benefit from having this information. The DLR is published
daily by Steve Meyer and Steiner Consulting Group, and distributed courtesy of Chicago Mercantile Exchange, Inc. You can subscribe
for free by going to www.dailylivestockreport.com/subscribe.asp. To submit a comment or suggestion, please send an e-mail to: feed-
back@dailylivestockreport.com. To unsubscribe from the DLR newsletter, go to www.dailylivestockreport.com/unsubscribe.asp.

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 contract'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 lifestyle. And only a portion of those funds should be devoted to any one trade because a trader cannot expect to
profit on every trade.

The Globe Logo and CME are trademarks of Chicago Mercantile Exchange Inc. Copyright © 2007 CME. All rights reserved.
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E-Livestock Volume 17-Mar  16-Mar  10-Mar
LE (E-Live Cattle): 10,337 14,451 18,928
GF (E-Feeder Cattle): 1,661 1,851 1,953
HE (E-Lean Hogs): 11,150 12,905 19,608

Market Comments

Summer grilling season cannot come soon enough, especially
given the amount of juicy choice graded beef currently available in the
marketplace and the flurry of steak promotions that apparently are in
the works among the nation’s top supermarkets. The surge in the
number of cattle grading choice (cattle with a higher degree of
marbling) has not gone unnoticed and there is plenty of speculation
as to what is driving it. For reference, the USDA report tracking
how cattle grade each week, showed that for week ending February 28,
63.24% of steers and heifers slaughtered graded choice, the highest
level since records began back in 1997. As to why such a high percent-
age of fed cattle are grading choice, we do not think there is a single
answer, rather a confluence of factors have contributed to it.

First, a number of reports from packers and feedlot operators
indicate that this winter has been generally quite favorable to feeding
cattle. A cold and wet winter tends to have a negative impact on cattle
weights as animals spend more energy trying to stay warm.

Second, and related to the point above, carcass weights have
been moving higher and steer weights are currently up as much as 25
pounds or 3% over year ago levels. According to the Kansas State Uni-
versity feedlot survey, steers and heifers on feed have been gaining
weight at a much faster pace than a year ago, with steers gaining an
average 3.62 pounds per day in January, a 5% improvement from a
year ago and 15% improvement from January 2007. Now heavier
weights do not necessarily mean more choice cattle, especially as more
feedlots use feed additives, such as beta-agonists, that tend to boost
weight gain but lead to an increase in lean muscle rather than fat.
But, when seen in combination with the mild winter, the rise in
weights has contributed to more animals grading choice.

Third, we think that more cattle are grading choice as more
and more packers use mechanical or objective grading systems, rather
than just human inspectors. Our friends at the Livestock Marketing
Information Center (www.Imic.info) had a very interesting point this
week, noting that “over the last few years, due to objective grading
systems (no longer relying on human graders), some packers have
moved away from reporting Yield grade data and have focused solely
on reporting USDA Quality grades. Thus, in early 2008 the percent-
age of packers reporting Yield grade data dropped to about three-
fourths. As of February 2009, only half of packers were providing
Yield grade data...” A fourth point is genetics, as more choice grading
cattle breeds have been added to the nation’s herds over time boosting
the supply of choice beef in the marketplace.




