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STEER & HEIFER SLAUGHTER VS. BEEF CUTOUT:
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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 24-Mar  19-Mar  17-Mar
LE (E-Live Cattle): 15,933 19,489 10,337
GF (E-Feeder Cattle): 1,142 1,797 1,661
HE (E-Lean Hogs): 8,000 15,283 11,150

Free real-time Globex quotes: www.cmegroup.com/elivestockquotes

Market Comments

Choice beef cutout values continue to track below year
ago levels despite reductions in slaughter rates for much of
February and March. Echoing the point made in yesterday’s issue,
demand clearly remains a concern in the meat complex in general and
especially for beef products. From a supply standpoint, fed cattle
slaughter will likely remain below year ago levels due to smaller feed-
lot inventories and continuing concerns about retail and foodservice
demand. The latest USDA data shows that steer and heifer slaughter
is currently running about 4.7% below year ago levels. Steer and
heifer slaughter was estimated at 93,000 head for Monday and we
believe it was around 100,000 head for Tuesday. The seven day rolling
total of steer and heifer slaughter currently stands at 491,000 head,
compared to 516,000 head a year ago (hence the 4.7% decline). As the
chart to the left shows, the rolling 7-day total briefly increased last
week due to an unexpected large Saturday kill the week prior (March
14) and then higher slaughter levels for the next four days. Last Sat-
urday (March 21), however, packers went back to a very light slaugh-
ter schedule and expectations this week are for packers to maintain
daily fed slaughter at around 95-98,000 head per day with another
light Saturday Kill.

Live cattle futures were weaker today, in part due to
concerns that weak cutout values will keep packer margins in
the red and limit near term demand for fed cattle. One thing to
keep in mind is that some of the impact of lower slaughter rates is
being offset by heavier carcasses. Steer carcass weights are currently
at all time record highs for this time of year and sharply higher com-
pared to last year. For the week ending February 28 (USDA reports
actual carcass weight data with a two week lag) dressed steer carcass
weights were reported to be 851 pounds, 25 pounds or 3% higher than
the comparable week the previous year. The reason for the high car-
cass weights is the same as that for the higher grading choice beef, i.e.
good feedlot conditions this winter and a shift towards placing heavier
cattle on feed. The reduction in premiums packers receive for choice
beef as well as the sharp decline in drop credits (i.e. the value of offals
and hides) will continue to negatively impact margins and further
limit fed slaughter going forward. As we noted in the weekly sum-
mary table on Friday, hide and offal values last week were quoted at
$5.7 /cwt, 47% lower than a year ago. In a business that always oper-
ates on thin margins, such declines are no small matter and will im-
pact future business.




