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Fed cattle
Fed cattle values have continued to be range-bound over the 

past couple of weeks with prices last quoted at $81 to $82. Trade 

volumes have been moderate.  From here, prices are expected 

to work slowly higher as supplies gradually tighten and demand 

shows at least a little seasonal improvement. Look for August 

to close the month at $85 or $86, then firm through September 

with values late in the month at $87 to $88. October and early 

November could trade in the upper $80’s, before fading as we 

finish out 2009. 

  
Loin 
Slaughters are beginning to increase as packers have noted 

some improved margins recently.  If the larger slaughters hold, 

watch for most Loin items to drift lower over the next 90 days. 

Some support could occur during the 4th quarter as supplies will 

be very light during that time. Still, demand will likely remain 

limited so any support may be light. Some seasonal price in-

crease should occur on PSMO’s late in the year due to holiday 

buying.   

 
Rib
The Rib complex has come under pressure recently as demand 

remains sluggish.  Slaughter levels should increase over the next 

two months, which will apply additional pressure to the Rib’s 

prices.  Because of this, look for prices to drift slightly lower into 

the fall.  Looking forward is a different scenario.  Supplies will be 

tight during the beginning of the 4th quarter.  This coincides with 

improved demand from the winter holidays.  The combination 

could bolster prices into the winter and potentially take prices 

above year ago levels.

  
Round
Prices have been fairly flat in recent weeks with only small 

increases noted.  However, seasonally better demand for most 

round items is expected to push prices higher into the fall.  Overall 

demand remains sluggish for beef, but with packers countering 

this with smaller slaughter levels, seasonal price trends are 

expected to hold for this fall for most round items. 

Chuck
Chuck values have struggled lately, there appears to be some 

demand constraints.  This is nothing new as demand for beef has 

been sluggish all year, but seasonal demand should be picking 

up for the end meats at this time of the year.  The counter-party 

risk of the market for not only the fall, but the spot market as well, 

is the competition from the pork sector.  Continued challenges in 

the pork sector will be price limiting to the chuck sector.      
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“Marginal” Perspective on the Market

Packer margins have followed a very seasonal pattern year-to-

date. The long term average suggests packer profitability tends to 

be near breakeven or negative from February through mid April. 

Then, from April through August, packer margins tend to move 

into positive territory. Through the spring this is usually due to 

better demand with the grilling season, which pushes the cutout 

higher. As we move into the summer and cattle supplies increase 

seasonally, packers increase their leverage over cattle feeders 

keeping their margins positive. As the summer winds down and 

we move past the peak in cattle supplies, cattle feeders are able 

to regain margin into the fall and packer profitability moves back 

towards breakeven levels or lower, on average.

From February through mid April 2009, packer profitability was 

estimated to be in the red by $10-15 per head. Then from mid 

April through July packer profitability averaged near a positive $20-

25 per head. This suggests packers have been able to manage 

their margins effectively through the summer despite the sluggish 

beef demand. To do this packers have reduced slaughter levels 

to limit supply.

Looking forward, fed cattle prices minus the hide & offal value as 

a percent of the composite cutout should increase from current 

levels near 53 percent up towards 55-56 percent this fall. Based 

on the seasonal increase in the composite cutout from the sum-

mer/third quarter low to the fall high, this suggests a fed market 

reaching $91 to $92.50 for fall highs. This assumes the summer 

weekly average low in the composite cutout was made in July 

near $135/cwt and it uses a hide & offal value of $8.50/cwt. The 

question is, with the cratering hog and pork market adding pres-

sure to beef and bigger placements in July possibly looming over 

the market for the late fourth quarter/early first quarter marketing 

timeframe; will cattle feeders be able to capture the seasonal 

increase in margin? If not, then the upper $80s may the best the 

market can look to achieve.




