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E-Livestock Volume 3/12/09 3/11/09 3/5/09
LE (E-Live Cattle): 18,590 9,761
GF (E-Feeder Cattle): 1,957 2,416 1,728
HE (E-Lean Hogs): 16675 18341 11,522

*Denotes a new record for Globex volume

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

Please note that today’s E-Live Cattle volume set a new record at 26,381 contracts. This year has
seen some of the highest volumes ever for E-Live Cattle and growing volume for E-Feeder Cattle. CME Group
thanks you for your increasing usage of electronic trading! For more information about electronic trading and the
CME Group’s Globex electronic trading platform, go to http://www.cmegroup.com/globex/introduction.

One of our readers, citing a report earlier this week that Kroger’s quarterly earnings were up 8%
and recent reports that Wal-Mart, Sam’s Club, Costco and other discount chains’ business is booming,
posed the question “Is there something wrong if producers and packers are doing as badly as you depict
and retailers are doing so well?” That's a good question and one that is often asked by livestock producers
when things are tough. USDA publishes monthly estimates of farm to retail price spreads with farm, wholesale
and retail values computed on a retail weight basis. The constant weight units allow the prices at subsequent
levels to be compared to get an idea of each level's gross margin situation. To get the data, readers can just click
on the link for “BLS-based Retail Meat Prices” at www.dailylivestockreport.com. The data for beef and pork ap-
pear in the charts at right. Note that the final observations on the charts are for January — in the middle of the
recent run of low gross margins for pork packers and before beef margins fell sharply in February.

The first thing that jumps out of these charts is their dramatic difference. Beef farm shares average 51%
of retail price while the farm share for pork is only 35.4%. Pork farm-wholesale shares are about 50% larger than
those for beef while the pork wholesale-retail share is 20% larger than that of beef. Why the differences? First,
wholesale pork prices here are not fully processed pork cuts and thus a portion of the processing margin is actu-
ally included in the wholesale-retail share. Second, pork involves much more processing that does beef. Conve-
sely, that means that beef producers products — cattle — are more similar to the final retail product and thus beef
producers get a higher share of the retail dollar. Third, the farm-wholesale share tends to be more stable. If you
think about it, that’s logical since packers are middlemen constantly arbitraging markets. They can’t do it instanta-
neously but they can do it more quickly than can retailers or producers.

These charts do show that the wholesale-retail shares for both species have increased in past months.
But they also show that the levels of these shares are still within their historical ranges. What is interesting is that
the most recent low for the wholesale-retail share for pork was in August 2008 and the recent low for beef was in
July 2008 — just as both retail price series neared record highs in September. One would think that record-high
prices would have meant record high wholesale-to-resale spreads but they did not and this spread has grown
since September as retail prices have fallen slightly and wholesale prices have fallen sharply. But are these bad
for producers? If they persist, perhaps. But one thing that still-high retail prices and healthy wholesale-retail
spreads provide is space for wholesale and farm level prices to rise quickly. If retail prices had been cut sharply,
any farm or wholesale price increases would have to shoved all the way through the consumer level — to a
group of consumers who are not too keen on spending more money at the moment. The wholesale-retail share
tends to be the shock absorber and producer and packers hope it has a shock to absorb soon.

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 Len Steiner, and distributed courtesy of Chicago Mercantile Exchange, Inc. You can subscribe for free by going
to www.dailylivestockreport.com/subscribe.asp. send an e-mail to: feedback@dailylivestockreport.com if you would like to submit a com-
ment or suggestion. 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 solicita-
tion 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 © 2008 CME. All rights reserved.

SHARES OF RETAIL PRICE -- PORK

Average shares for 1986-2008 shown in parentheses
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SHARES OF RETAIL PRICE -- BEEF

Average shares for 1986-2008 shown in parentheses
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