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Market Comments
CME June 2010 Live Cattle Futures

Most CME livestock futures were down on Tuesday,
further extending the Monday declines. Live cattle futures

have seen a sharp correction in the last two days, with the June |[icmogior ' [ 96.000
contract down almost 300 points so far this week. Feeder cattle and || ora ;l | :::'x
lean hog prices also were also down as market participants reassess ||;523% H' ‘ ey
the outlook for beef and pork prices this summer. NC=-1.700 il %
Up to this point, live cattle futures have focused on the ﬂﬁﬁ [ 91.000
impact that tight cattle supplies and light carcass weights have had lm]l ::g:x
beef prices. The choice beef cutout closed on Tuesday at $161.4 II}[J% " il ﬂu [ 28.000
Jowt, almost $9/cwt higher than a week ago and about $26 /cwt or |l “ﬂmbxh | Uil | 87.000
19% higher compared to year ago levels. The select beef cutout l'hw"‘tfi ”‘q‘]}‘llurpm . ”p“w [ 86.000
closed on Tuesday at $159.7 /cwt, also up $9/cwt compared to the '1‘I‘u1ﬂ i e - 85.000
week before and $25 /cwt or 18.6% higher than a year ago. The W l"ﬁ ﬁx
spike in beef prices is not unexpected although the magnitude of DIN Prophet:x [
the increase clearly has caught many market participants by sur- | |ausoo |sep-08 |0ct-08 |Nov-08 |pec-os |lan-10 |Fen-10 |mar10 |aj * D=

prise. Many buyers were likely lulled into complacency by an ex-
tended period of low beef prices and they came into March rela-  choice BEEF 600/900 CUTOUT, USDA, SEASONAL FACTOR + 2010 PRICE

tively short bought. Normally beef prices find some support going index $/ont
into Easter as retailers prepare post Lenten features. The normal ﬁ: s et 1650
pickup in demand, lower slaughter levels and light cattle all have 10 Cutout Values 1600

(right axis)

combined to push prices much higher than the normal seasonal 108
would suggest. The recent pullback in futures appears to be an 106
indication that the market believes futures may have gotten a bit 104
ahead of the cash market, especially the summer market. It is one 102
thing to get cutout values spiking for a week or two in March and it 100 4
is another to maintain current levels all the way into the grilling \ 4
season. There is also some concern that the recent rise in beef = e
prices may limit beef features in May and June. Those that hold a
more bullish view of the market, however, likely will point to rela-
tively tight cattle supplies going into the spring. Also, strong feeder
cattle prices will tend to limit the number of beef cows coming to
market, thus reducing the supply of grinding beef available. Pack-
ers have benefited from very high trim prices, which have boosted
their overall margins. Ground beef is usually a hot item going into the grilling season and it appears that both the lean and fat
trim component will remain tight. Keep in mind that there is very little imported beef coming to the US at this time. Entries of
beef from Australia (the second largest import beef supplier behind Canada) are currently running 40% below year ago levels,
entries of New Zealand beef are down 18% while entries of Canadian beef are down 2%. US cow slaughter rates will also
greatly depend on pasture conditions and, so far, moisture conditions appear to be the best in more than a decade.

Get free real-time CME Globex quotes at
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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.

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.
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