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» Supplies

— Commercial Beef Prod.
Up, Increases
Moderating

Overarching

Beef Industry 4 e +6.4% in 2016

Economic
Outlook

* +3.8% in 2017

* +3.3% in 2018 (?)
* +1.7% in 2019 (?)
* +0.8% in 2020 (?)




Overarching
Beef Industry

Economic
Outlook

» Supplies

— Commercial Beef
Production Up, Increases
Moderating

> Demand

— Key to surprising prices
in 2018




= Demand Illustration: Q3.2018
" »Production +2%

Overarching »Yearling Prices +1%

Beef Indus.,try ‘;. > Calf Prices +2%
Economic

Outlook

s*Exports are key & yet
ongoing arena of
uncertainty




All-Fresh Beef Retail Demand Index

(Quarterly, Price-Index Approach, 1990=100)

Q2.2018: +0.4%
vs. Q2.2017

http://agmanager.info/livestock-meat/meat-demand




Assessing Beef Demand
Determinants

Glynn T. Tonsor, Jayson L. Lusk, and Ted C. Schroeder

Checkoff Program Update
February 1, 2018

Presentation at 2018 Cattle Industry Convention
Phoenix, AZ

Full Project Report
https://www.beefboard.org/news/180131Tonsor-beef-demand-print.asp



https://www.beefboard.org/news/180131Tonsor-beef-demand-print.asp

MED. & LRG. #1 STEER CALF PRICES

500-600 Pounds, Southern Plains, Weekly
S Per Cwit.

BeefBasis.com, Salina,
KS 2018 Projections
(as of 9/18/18):
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AVERAGE CALF PRICES
500-600Ib Steer Calves, Southern Plains

S Per Cwt
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ESTIMATED AVERAGE COW CALF COSTS
Total Cash Cost Plus Pasture Rent, Annual

S Per Cow
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ESTIMATED AVERAGE COW CALF RETURNS
Returns Over Cash Cost (Includes Pasture Rent), Annual

S Per Cow
500
400 Oct CME FC
+S8 since 8/18/18
300 Update 2018 Return ~+525

200

100

0 i

-100

1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018

Data Source: USDA & LMIC, Compiled by LMIC C-P-66
08/18/18

Livestock Marketing Information Center



US RANGE AND PASTURE CONDITION

Percent Poor and Very Poor, Weekly
Percent
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SOUTHERN PLAINS REGION
RANGE AND PASTURE CONDITION

Percent Percent Poor and Very Poor, Weekly

45 1
40 ]
35 1
30 ]
25 -

20 -

15 1 R at Tl '

10 3 .-

5 1
0:

Mayl | | | | | | Jul | | | | | | | | ISepl
@mwAvVg. 2012-16 ++++2017 ===2018

Data Source: USDA-NASS, Compiled & Analysis by LMIC G-NP-33
09/18/18
Livestock Marketing Information Center



U.S. Drought Monitor
Kansas

April 10, 2018
(Released Thursday, Apr. 12, 2018)
Valid 8 a.m. EDT

Drought Conditions (Percent Area)

Mone | DO-Dd | D1-D4 | D2-D4 Eexs el S

Current 264 | 9736 | 8337 | 5947 | Z¥.06 | 7.09

Last Week

04-09-2048 264 | 9736 | 8166 | 5619 | 2559 | 432

3 Months Ago 0.00
01-08-2018 ’

Start of
Calendar Year | 0.00 |100.00( 3270 | 875 | 0.00 0.00
01-02-2018
Start of
Water Year 5989 [ 4011 | 1008 | 1.35 | 0.00 0.00
09-26-2047

100.00) 5243 | 17.23 | 1.50 | 0.00

One YearAgo | 4945 | 5065 [ 255 | 000 | 000 | ooo

Od-11-20497

Intensity
DO Abnormally Dry - D3 Extreme Drought

01 Moderate Drought [ |l Exceptional Drought
D2 Severe Drought

The Drought Monitor focuses on broad-scale condtions.
Local conditions may vary. See accompanying text summary
for forecast statements.

Author:
David Miskus
NOAAMNWS/NCEP/CPC

\fs'”""""‘ﬁ

% (o

http://[droughtmonitor.unl.edu/



U.S. Drought Monitor June 12, 2018

(Released Thursday, Jun. 14, 2018)
Kansas Valid 8 am. EDT

Drought Conditions (Percent Area)

Mone | DO-Dd | D1-D4 | D2-D4 Eexs el S

Cument | 2040 | 79.60 |66.48 | 33.63 | 1265 | 0.00
Last Week

e e[ 1519 | 8481 |69.40 | 45.96 | 15.86 | 142

3MonthsAgo | 455 |gg75 (2177 | 56.19 | 1923 | 0.20
02-12-2098
Start of

I I Calendar Year | 0.00 |100.00|3270 | 75 | 0.00 | 0.00
07-02-2018
/ — Start of

Water Year | 59.80 | 4041 | 1008 | 135 | 0.00 | 0.00
_}__ 09-26-2017

’ ’ / One YearAgo | o950 | 532 | 000 | 000 | 000 | ooo
08-13-2047

Intensity
DO Abnormally Dry - D3 Extreme Drought

01 Moderate Drought [ |l Exceptional Drought
D2 Severe Drought

The Drought Monitor focuses on broad-scale condtions.
Local conditions may vary. See accompanying text summary

5 for forecast statements.

Author:
Brian Fuchs
Mational Drought Mitigation Center

\fs'”""""‘ﬁ

USDA T :

http://[droughtmonitor.unl.edu/



U.S. Drought Monitor
Kansas

August 14, 2018

(Released Thursday, Aug. 16, 2018)
Valid 8 a.m. EDT

Drought Conditions (Percent Area)

Mone | DO-Dd | D1-D4 | D2-D4 Eexs el S

Current 3768 | 6232 | 4399 | 2440 | N.32 | 253

Last Week

03072018 36.00 | B4.00 | 5283 | 2631 883 | 1.1

3 Months Ago
05-15-2018

Start of
Calendar Year | 0.00 |100.00( 3270 | 875 | 0.00 0.00
01-02-2018
Start of
Water Year 5989 [ 4011 | 1008 | 1.35 | 0.00 0.00
09-26-2047

202 |95.98 8015 | 5032 [ 2175 | 460

One YearAgo | o345 | 3524 (1387 | 000 | 000 | 000
08-15-2047

Intensity
DO Abnormally Dry - D3 Extreme Drought

01 Moderate Drought [ |l Exceptional Drought
D2 Severe Drought

The Drought Monitor focuses on broad-scale condtions.
Local conditions may vary. See accompanying text summary
for forecast statements.

Author:
Ric hard Heim
MCEI/MNOAA

LSDA
]

http://[droughtmonitor.unl.edu/



U.S. Drought Monitor

Kansas

I

September 11, 2018

(Released Thursday, Sep. 13, 2018)
Valid 8 a.m. EDT

Drought Conditions (Percent Area)

Mone | DO-Dd | D1-D4 | D2-D4 Eexs el S

Current 79.28 | 2072 | 1431 | 870 | 407 | 0.38

Last Week

09042048 6529 | 3471 | 1852 | N.78 | 492 | 060

3 Months Ago
DE-12-2018

Start of
Calendar Year | 0.00 |100.00( 3270 | 875 | 0.00 0.00
01-02-2018
Start of

Water Year 50.89 | 4011 | 10.08 | 1.35 | 0.00 | Q.00
09-26-2017

2040 | 7960 [ 6648 | 33.63 (1265 | 0.00

One YearAgo | 4z 45| 5383 (1720 | 065 | 000 | 000
08-12-2047

Intensity
DO Abnormally Dry - D3 Extreme Drought

01 Moderate Drought [ |l Exceptional Drought
D2 Severe Drought

The Drought Monitor focuses on broad-scale condtions.
Local conditions may vary. See accompanying text summary
for forecast statements.

Author:
David Miskus
NOAAMNWS/NCEP/CPC

LSDA
]

http://[droughtmonitor.unl.edu/
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Fall Weaned 550# Calf

) (!

Dry Lot Winter
Oct-Apr, 175 days)

T~

$181

Precondition
(Oct-Nov, 35 days)

Background
(Oct-dan, 100 days)

Salina, KS 550 Ib Steer on

10/17/18 (as of 9/18):

295 Ibs l l 600 Ibs 800 Ibs l
Summer Grass Feedlot Feedlot
(Apr-Sep, 160 days) | | (Nov-Jun, 230 (Jan-Jun, 160 days)
days) 1,300 Ibs
Feedlot Winter Grazing
(Oct-Dec, 100 days) (Nov-Apr, 130 days)
8501bs |
1,300 Ibs
Feedlot
(Apr-Aug, 150 days)
1,300 Ibs

VOG Projections: http://www.beefbasis.com/VOG.aspx
Production Chart: http://www.beefusa.org/CMDocs/BeefUSA/resources/CC2011-Cattle-Fax-All-Slides.pdf



http://www.beefbasis.com/VOG.aspx
http://www.beefusa.org/CMDocs/BeefUSA/resources/CC2011-Cattle-Fax-All-Slides.pdf

Economic Outlook Overview: Stockers

http://www.beefbasis.com/ForecastingTools/ValueofGain/tabid/1132/Default.aspx

e Salina, KS9/18/18 Dry Lot Winter, 175 DOF Case:

— Buy 550 |b steer on 10/17/18 (S181)
—Sell 725 |b steer on 04/10/19 (S161) {ADG 1.0}
e VOG: S96/cwt




Dry Lot Winter
(Oct-Apr, 175 days)

Salina, KS 550 Ib Steer on

Fall Weaned 550# Calf

10/17/18 (as of 9/18):

—

725 Ibs l

Precondition
(Oct-Nov, 35 days)

(Oct-dan, 100 days)

$181

Background

Summer Grass
(Apr-Sep, 160 days)

1,000 Ibs l

Feedlot
(Oct-Dec, 100 days)

1,300 Ibs

l 600 Ibs 800 Ibs l
Feedlot Feedlot
(Nov-Jun, 230 (Jan-Jun, 160 days)
days) ,300 Ibs
Winter Grazing
(Nov-Apr, 130 days)
8501bs |
Feedlot
(Apr-Aug, 150 days)
1,300 Ibs

lekax

VOG Projections: http://www.beefbasis.com/VOG.aspx

THE
DECIDING
FACTOR

Production Chart: http://www.beefusa.org/CMDocs/BeefUSA/resources/CC2011-Cattle-Fax-All-Slides.pdf



http://www.beefbasis.com/VOG.aspx
http://www.beefusa.org/CMDocs/BeefUSA/resources/CC2011-Cattle-Fax-All-Slides.pdf

Economic Outlook Overview: Feedlots

e 2017 was better than anticipated

e 2018 has been rougher

— Q4 return prospects have improved



Historical and Projected Kansas Feedlot Net Returns
(as of 9/11/18’)

(http://www.agmanager.info/livestock/ma rketing/outlook/newsletters/FinishingReturns/defauIt.asp)

July 18': -$84/steer

Table 1. Projected Values for Finishing Steers in Kansas Feedyards*

Closeout Net Return FCOG** FedPrice Fed Futures Fed Basis Feeder Price Breakeven | Breakeven | Breakever
Vo-Yr FCOG** Fed Price  Feeder Price
Aug-18 | -104.20 | 81.98 | 110.81 108.63 2.18 147.01 65.79 118.33 132.98
Sep-18 | -108.96 | 83.04 [ 109.79 109.35 0.44 143.54 66.15 117.50 129.35
Oct-18 -31.30 [ 8332 | 114.75 114.05 0.70 137.33 77.90 116.94 133.66
Nov-18 972 | 8254 | 114.9%6 114.05 0.91 141.02 81.08 115.63 139.78
Dec-18 14.87 | 8311 | 120.01 118.35 1.66 146.93 85.35 118.97 148.86
Jan-19 -38.29 [ 83.43 | 120.16 118.35 1.81 152.32 77.48 122.85 147.40
Feb-19 -51.85 [ 84.36 | 121.12 119.93 1.20 156.16 76.33 124.83 149.28
Mar-19 18.75 |83.02 | 123.64 119.93 371 154.22 85.88 122.28 156.80
Apr-19 -63.24 [ 83.64 | 116.16 112.95 3.21 150.04 73.77 120.77 141.39
May-19 -20.08 [ 829 [ 121.59 112.95 8.64 150.14 79.61 123.02 147.63
CME LC

Representative Barometer for Trends in Profitability

+S5 since 9/11/18




Historical and Projected Kansas Feedlot Net Returns
(as of 9/11/18’)

(http://www.agmanager.info/Iivestock/marketing/outIook/newsIetters/FinishingReturns/default.asp)
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Figure 1. Historical & Projected Average Net Returns for

Finishing Steers in Kansas Feedyards
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Quarterly Forecasts (LMIC: 9/17/18)
%Chg. Average %Chg. Comm'l  %Chg.

Year Comm'| from Dressed from Beef from
Quarter Slaughter  Year Ago  Weight  Year Ago Production Year Ago.
2018
I 1,877 2.1 820.8 0.5 6,465 2.6
Il 8,424 4.3 798.2 0.6 6,724 4.9
Il 8,395 1.7 816.8 0.1 6,857 1.8
W 8,428 35 832.6 0.6 7,017 4.1
Year 33,124 2.9 817.0 0.4 27,063 3.3
2019
I 7,892 0.2 825.7 0.6 6,517 0.8
Il 8,503 0.9 807.7 1.2 6,868 2.1
Il 8,540 1.7 826.6 1.2 7,059 2.9
IV 8,474 0.5 837.0 0.5 7,092 1.1
Year 33,409 0.9 824.2 0.9 27,536 1.7
2020
I 8,059 2.1 829.6 0.5 6,686 2.6
Il 8,513 0.1 812.2 0.6 6,914 0.7
1l 8,489 -0.6 831.4 0.6 7,058 0.0
W 8,447 -0.3 841.2 0.5 7,106 0.2

Year 33,508 0.3 828.6 0.5 21,763 0.8




Quarterly Forecasts (LMIC: 9/17/18)

Live Sltr. % Chg. Feeder Steer Price
Year Steer Price from Southern Plains
Quarter 5-Mkt Avg Year Ago 7-800# 5-600#
2018
I 125.60 2.1 148.73 180.01
[ 116.72 -12.1 144.52 170.11
[l 111-112 -0.9 154-155 168-169
AV 115-117 -1.6 148-151 162-166
Year 117-118 -3.3 149-150 170-172
2019
I 119-122 -4.1 147-151 168-173
[ 116-120 1.1 148-153 172-178
[l 108-113 -0.9 145-151 169-174
(AV4 113-119 0.0 145-154 165-173
Year 114-118 -1.3 147-151 169-174
2020
I 118-125 0.8 145-155 171-180
[ 116-124 1.7 147-158 174-184
[l 110-119 3.6 147-159 173-185
AV 114-124 2.6 146-159 169-181
Year 117-121 2.6 149-155 173-181



Trade Context Update



US BEEF AND VEAL EXPORTS

_ Carcass Weight, Annual
Bil. Pounds

3.5

3.0

2.5

2.0

1.5

1.0

0.5

0.0

1995 1998 2001 2004 2007 2010 2013 2016 2019

Data Source: USDA-ERS & USDA-FAS, Compiled and Forecasts by LMIC oels-/l\i-?(ﬁs

Livestock Marketing Information Center



USDA Long-Term projections

Feb. 2018 report (http://www.usda.gov/oce/commodity/projections/)

Per capita meat consumption, retail weight

ltem 2016 | 2017 | 2018 | 2019 | 2020 | 2027
Beef 55.6 57.3 59.2 60.9 60.9 59.0
Pork 50.1 50.4 H2.1 52.2 51.9 52.0

Total red meat 107.0| 109.0| 1126 | 1144 | 1141 | 1122
Broilers 89.8 91.0 91.8 91.6 92.4 92.2
Total poultry 107.6 | 1088 | 109.6 | 109.2| 1099 | 109.3
Red meat & poultry 2146 | 2178 | 2222 | 2236 | 2240 2215

Note: Totals may not add due to rounding.

46



http://www.usda.gov/oce/commodity/projections/

USDA Long-Term projections

Feb. 2018 report (http://www.usda.gov/oce/commodity/projections/)

Per capita meat consumption, retail weight

beef since 2009

2019 would be highest for

ltem 2016 | 2017 | 2018 | 2019 | 2020 | 2027
Beef 55.6 57.3 59.2 60.9 60.9 59.0
Pork 50.1 50.4 H2.1 52.2 51.9 52.0

Total red meat 107.0| 109.0| 1126 | 1144 | 1141 | 1122
Broilers 89.8 91.0 91.8 91.6 924 92.2
Total poultry 107.6 | 1088 | 109.6 | 109.2| 1099 | 109.3
Red meat & poultry 2146 | 2178 | 2222 | 2236 | 2240 2215
Note: Totals may not add due to rounding.
Year | Total Red Meat & Poultry
1995 205.4
2000 214.4
2005 219.7
2010 207.5 47
2014 200.1



http://www.usda.gov/oce/commodity/projections/

USDA Long-Term projections

Feb. 2018 report (http://www.usda.gov/oce/commodity/projections/)

Per capita meat consumption, retail weight

ltem 2016 | 2017 | 2018 | 2019 | 2020 | 2027
Beef 55.6 57.3 59.2 60.9 60.9 59.0
Pork 50.1 50.4 52.1 52.2 51.9 52.0

Total red meat 1070 | 109.0| 112.6| 1144 1141| 1122
Broilers 89.8 91.0 91.8 91.6 92.4 92.2

Total poultry 1076 | 1088 | 109.6| 109.2| 109.9| 109.3
Red meat & poultry 2146 | 2178 | 2222 | 2236 | 2240 2215
Note: Totals may not add due to rounding.

4 )
Projections INCLUDE trade dependency,
PRESUME no China pork tariffs, etc.

- J



http://www.usda.gov/oce/commodity/projections/

Wrap-Up
* Broad Profitability Outlook

» Supply side factors are “well established”

» Demand factors are key and uncertain

»What will be beef (and meat broadly) export situation?
»When will next U.S. recession occur?

50



BEEFStocker Research of Note:

Producer Expectations in Cattle Buying

e Suppose in OCT a producer could buy 1 of
3 lots of calves with a planned FEB sale:

Probability| ADG 1 | ADG 2 | ADG 3
20% <1.5 <1.7 <1.9
60% 1.5-2.311.7-2.5|1.9-2.7
20% >2.3 >2.5 >2.7

Journal article available online:
https://academic.oup.com/ajae/article/100/4/1120/5045159



https://academic.oup.com/ajae/article/100/4/1120/5045159

Stocker Research of Note:
Producer Expectations in Cattle Buying

e Mean Willingness to Pay (Fall 2014):

— 542 /cwt more for ADG2 than ADG1
» 51.77/Ib for each of the additional 24 Ibs

—S526/cwt more for ADG3 than ADG2
* 51.08/Ib for each of the additional 24 Ibs

" | 0SS aversion exist:

» Producers value “avoiding a bad situation” more than
“improving upon a good situation.”



Stocker Research of Note:

Producer Expectations in Cattle Buying
 Average experiences buying OCT calves & sell in FEB

— Avg ADG across all lots/group over past 10 years: 1.9
— Worst ADG across all lots/group over past 10 years: 1.2
— Best ADG across all lots/group over past 10 years: 2.5

 How do past experiences influence buying
decisions of individual stocker operators?



Stocker Research of Note:
Producer Expectations in Cattle Buying

e |f potential buyers view available cattle superior to
their best personal experience:

— Producers will NOT pay premium for higher-ADG cattle

e Producers have to “see it to believe it” before
they will pay-up for high-quality cattle



Stocker Research of Note:

Producer Expectations in Cattle Buying
e Implications

— Helps explain “similar cattle” having differing prices in
different markets

— Sellers of high-performing cattle need to find markets
comprised of buyers with corresponding experience



Stocker Research of Note:

Producer Expectations in Cattle Buying
e Implications

— Which came first, the chicken or the egg???

e University trials/field days may provide this “experience”
indirectly

e Information on past performance (genetics etc.) has value in
reducing risk to possible buyers & perhaps can substitute



More information available at:

0),» AgManager

mfo

This presentation will be available in PDF format at:
http://www.agmanager.info/contributors/tonsor

Glynn T. Tonsor
Professor
Dept. of Agricultural Economics
Kansas State University
Email: gtonsor@ksu.edu
Twitter: @TonsorGlynn

57


http://www.agmanager.info/contributors/tonsor

Utilize a Wealth of Information Available at
AgManager.info

About AgManager.info

AgManager.info website is a comprehensive source of information, analysis,
and decision-making tools for agricultural producers, agribusinesses, and
others. The site serves as a clearinghouse for applied outreach information
emanating from the Department of Agricultural Economics at Kansas State
University. It was created by combining departmental and faculty sites as well
as creating new features exclusive to the AgManager.info site. The goal of
this coordination is to improve the organization of web-based material and
allow greater access for agricultural producers and other clientele.

{@@@ AgManager




Receive Weekly Email Updates for
AgManager.Info:

http://www.agmanager.info/about/
contact-agmanagerinfo

Qs> heManager
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