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Slaughter disruptions have shifted the primary focus away from
the quality of cattle moving through the system. Feedlots are
wrestling with managing capacity, cattle weights, feed rations, and
attempting to mitigate large quality discounts.
USDA AMS releases a variety of carcass characteristics and
premium and discount information. The increase of backlogged
cattle which will hit the slaughter channel as over-finished fatter
cattle. One of those characteristics is the yield grade data through
the tonnage reports for beef, lamb, and veal released by USDA AMS.
This data is available through the end of April at the time of this
writing. Yield grades address the amount of fat on the carcass. May
is likely to show intensifying trends. Since the volume of cattle sent
to slaughter was smaller, we will compare the percentages of yield
grades.
Most fed cattle in the U.S. are not yield graded, but it still
provides some indication of trends. Yield grade of 1, the lowest
amount of external fat, in April 2020 was almost 5% of the cattle, a 7
tenths of a percent blow last year. Yield grade 2 also saw a decrease
from a year ago, coming in a 33.89% of the cattle, down 1.23% from
last April. Yield grades 4 & 5’s both saw increases compared to a year
ago. Yield grade #4 had the highest increase and absolute change
compared to any of the yield grades, up 1.6% from last year.
The cutability is another characteristic that bequeaths discounts
and premiums specifically related to external fat characteristics. The
preliminary yield grade (pyg) is based on the inch of fat opposite the
ribeye. The baseline is 2” or under, which on average in the 5-area
resulted in a $5.43 per cwt premium in April, for fat totaling 2-2.5”,
the premium was $2.47, and for thickens 2.5-3.0” the premium is
$2.37 per cwt. Those premiums have held through the first week of
the June. Fat thickness of 3.0-3.5” and 3.5-4” resulted in neither a
discount or a premium. Discounts start to add up for categories
defined as fat thickness 4-5” and 5” and up. Those categories
resulted in discounts of $9.80 per cwt for 4-5” and $14.96 per cwt for
5” an dup in April. Fat thickness 5” and over has eased discounts
since April and now is listed as $11.55 per cwt.
Discounts are also applied to cattle that dress outside the 600900 pound dressed weights. Discounts for cattle dressing at 9001050 lbs. have been between $15.00 to $0 per cwt in the 5-area.
Cattle dressed weights over 1050 lbs., faced discounts of $25 to $10
per cwt in April, and that range has widened in May and June to $25
to $0 per cwt. For a summary on beef quality and yield grades visit
here.
Most fed cattle are now graded on a quality grade basis (Prime,
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Choice, Select, Standard, and Utility) and those grades have
improved. Beef quality grades have shown increases in Prime,
and Choice graded beef as cattle have put on more weight.
Nationally, March and April Prime graded beef were just over
10% of USDA graded cattle. May figures show that number has
jumped to average just over 12% weekly during the month of
May. Last year May grading of Prime was only 8%. Choice
graded beef in the last three months has also been above a year
ago, though in part because of the drastic slide in grading
percents seen last year. Select graded beef continues to decline
as a percentage of graded beef in favor of higher quality
carcasses. March and April averaged between 13-14% weekly,
while May figures dropped consistently between 12-13%. May
2019 Select averaged over 18% weekly.
The number of head slaughtered in May are likely to come in
about 25% below a year ago, suggesting slaughter-ready cattle
continue to be held on feedlots. Even as the slaughter picture
improves, the effects of keeping animals on feed will lead will
linger until those cattle are worked through the slaughter
system. Quality discounts will be applied to these overweight
cattle, and likely more than one, either for cutability, or higher
dressed weights. The good news it that for most of these
characteristic premium and discount schedules have stayed the
same over the last three months, if not improved. This may have
more to do with packer relations more than an indication that
cattle quality is not suffering as a result of decreased slaughter
capacity.
BEEF GRADED CHOICE
As a Percent of Beef Graded

Percent
76
75
74
73
72
71
70
69
68
67

66
JAN

APR

JUL

Avg. 2014-18

OCT

2019

2020

Data Source: USDA-AMS

M-S-26
06/05/20

Livestock Marketing Information Center

The Daily Livestock Report is made possible with support from readers like you. If you enjoy this report, find it valuable
and would like to sustain it going forward, consider becoming a contributor. Just go to www.DailyLivestockReport.com
to contribute by credit card or send your check to The Daily Livestock Report, P.O. Box 4872, Manchester, NH 03018

Thank you for your support!
The Daily Livestock Report is published by Steiner Consulting Group, DLR Division, Inc.. To subscribe, support or unsubscribe please visit www.dailylivestockreport.com.
The Daily Livestock Report is not owned, controlled, endorsed or sold by CME Group Inc. or its affiliates and CME Group Inc. and its affiliates disclaim any and all responsibility for the information
contained herein. CME Group®, CME® and the Globe logo are trademarks of Chicago Mercantile Exchange, Inc.
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.

