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Special CME NoƟce: Eﬀec ve on trade date Monday, December 15, 2014,
and pending all relevant CFTC regulatory review periods, Chicago Mercanle Exchange Inc. (CME or Exchange) will modify the manner in which
se lement prices are determined in CME Live Ca le futures, CME Feeder
Ca le futures and CME Lean Hogs futures in an eﬀort to incorporate all
relevant bid, oﬀer and trade prices in the calcula on of the daily se lement price. Full details of this no ce and the methodology used to calculate se lement prices on page 2 as well as by following this link:
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The next six months may prove to be more challenging. Lower
prices for pork and chicken will increase compe on at retail and foodservice. Lean hog futures for February and April are hovering around $88/
cwt, sharply lower than the $130+ we saw over the summer. Chicken
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h p://www.cmegroup.com/trading/agricultural/cme-livestock-se lement-changes.html

Ca le futures con nued to surge higher on Monday even as the
ca le on feed report largely came in close to es mates. The pace of feedlot placements accelerated in September and the placement structure
showed an increase in the number of heavy yearlings placed on feed. This
certainly makes sense given the lower placements over the spring and
summer months. It is likely that we will see heavy yearlings placed on feed
in October and November as well. For now, however, feedlots appear in
no hurry to market ca le, with live trade now pegged at around $169-170/
cwt. According to the USDA 5-mkt report, live steer prices (all grades)
were priced at $169.01 on Monday while the weighted average heifer
price was pegged at $169.85/cwt. Packer margins have certainly taken a
hit from the surge in fed ca le values and this will tend to keep fed slaughter numbers well below year ago levels. This week we es mate fed ca le
slaughter at 464,000 head, down 4% from a year ago. It is not unusual for
packer margins to come under pressure in the last quarter of the year and
this year is no diﬀerent. Despite the dizzying ca le prices, the calculated
packer gross margin is rela vely close to year ago levels and the five year
average. The ques on is what happens with beef cutout values in November, when seasonally prices for round cuts and chucks tend to decline.
Will middle meats be able to carry the carcass going into the holidays? Or
are we going to see a repeat of last year when steak cuts only gained tracon for a couple of weeks in early December. That will make the diﬀerence, in our view, between packer margins holding near year ago levels or
ge ng squeezed even more. Keep in mind that the calculated margin
simply reflects the value of the beef cutout and drop credits rela ve to the
price of fed ca le. Plant u liza on rates, export market revenue and labor
costs play a cri cal role in terms of true packer margins. S ll, the reality is
that so far packers have been able to weather the storm and passed on the
high price of ca le downstream to customers.
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breast prices also are seasonally lower, down 50 cents in the last six weeks.
More importantly, end users have started to adjust their consump on
pa erns following the surge in beef prices and expecta ons for ght beef
supplies. Export markets will con nue to be a key driver but even there a
strong US dollar is making things more diﬃcult. Cash caƩle prices are
driving the market in the short term, with market par cipants each day
trying to guess who will have the upper hand (feedlots so far). Going forward, however, futures are reluctant to add seasonal premiums, largely on
concerns that lower compe ng meat prices and changes in product features will impact beef demand. What is diﬃcult for the market to assess
is the change in consumer percep ons with regard to consuming beef, and
consumer willingness for high quality protein.

The Daily Livestock Report is made possible with support from readers like you. If you enjoy this report, find if 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 2, Adel, IA 50003.

Thank you for your support!
The Daily Livestock Report is published by Steve Meyer & Len Steiner, Inc., Adel, IA and Merrimack, NH. To subscribe, support or unsubscribe visit www.dailylivestockreport.com. Copyright © 2014
Steve Meyer and Len Steiner, Inc. All rights reserved.
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 informa on
contained herein. CME Group®, CME® and the Globe logo are trademarks of Chicago Mercan le Exchange, Inc.
Disclaimer: The Daily Livestock Report is intended solely for informa on purposes and is not to be construed, under any circumstances, by implica on or otherwise, as an oﬀer to sell or a solicitaon to buy or trade any commodi es or securi es whatsoever. Informa on is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is implied or
possible where projec ons of future condi ons are a empted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indica on 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 ini ally deposited for a futures
posi on. Therefore, traders should only use funds that they can aﬀord to lose without aﬀec ng their lifestyle. And only a por on of those funds should be devoted to any one trade because a
trader cannot expect to profit on every trade.
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Modification to Daily Settlement Price Determinations in Certain
CME Agricultural Futures
Effective on trade date Monday, December 15, 2014, and pending all relevant CFTC regulatory review
periods, Chicago Mercantile Exchange Inc. (CME or Exchange) will modify the manner in which settlement
prices are determined in CME Live Cattle futures, CME Feeder Cattle futures and CME Lean Hogs futures in
an effort to incorporate all relevant bid, offer and trade prices in the calculation of the daily settlement price.
Effective on December 15, 2014, daily settlement prices in those products will be determined pursuant to the
following methodology:


A VWAP of the outright trades executed in the pit for each contract month from 12:59:30 – 13:00:00
Central Time (“CT”) will be calculated.



A VWAP of the outright trades executed on CME Globex for each contract month from 12:59:30 –
13:00:00 CT will be calculated.



The two VWAPs will be combined to produce a single VWAP settlement price for each contract
month, which will then be rounded to the nearest tradable tick.



In the absence of any trade activity in a given contract month, the bid that is higher than the last sale
or prior day’s settlement price or the offer that is lower than the last sale or prior day’s settlement
price in either trading venue from 12:59:30 – 13:00:00 CT will determine the daily settlement price for
that contract month.



In the absence of any trade activity or bid/ask in a given contract month during the current trading
day, the daily settlement price will be determined by applying the net change from the preceding
contract month to the given contract month’s prior daily settlement price.



Notwithstanding the foregoing, in the event the aforementioned calculations cannot be made or if
CME Group staff determines that anomalous activity yields a result that is not representative of the
fair value of the contract, CME Group staff may determine an alternative settlement price based
upon other available market information.
Example

Front month – Live Cattle February 2015
Globex: 31 contracts trade at a VWAP of 167.550
Floor:

7 contracts trade at a VWAP of 167.500

The February 2015 daily settlement is the combined VWAP rounded to 167.550, calculated as:
((31*167.550) + (7*167.500))/38 = 167.541
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Second month – Live Cattle April 2015
Globex: No trades occurred.
Floor: 5 contracts trade at a VWAP of 166.075
The April 2015 daily settlement price is the floor VWAP of 166.075, calculated as:
((5*166.075) + (0*0))/5 = 166.075
Third month – Live Cattle June 2015
Globex: No trades occurred.
Floor: No trades occurred.
The prior day’s settlement is 156.325. There is an active offer on CME Globex of 156.250 and an active
offer in the pit of 156.225.
The June 2015 daily settlement price is the best available offer of 156.225
Fourth month – Live Cattle August 2015
Globex: No trades occurred and no active bids or offers on CME Globex.
Floor: No trades occurred and no active bids or offers in the pit.
The prior day’s settlement was 154.900. The net change for the June 2015 contract (the immediately
preceding contract month) is -.100 from the previous day’s settlement price.
The August 2015 daily settlement price is the prior day’s settlement price minus the net change in the
June 2015 contract, or 154.800, calculated as:
154.900 – .100 = 154.800
All remaining contract months will follow the same methodologies as described above.

Questions regarding this Special Executive Report may be directed to the CME Globex Control Center at
312.456.2391 or in Europe at 44.207.623.4708.

For media inquiries concerning this Special Executive Report, please contact CME Group Corporate Communications at
312.930.3434 or news@cmegroup.com.

