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GENERAL SESSION IV
Livestock Market Situation and Outlook

Glynn Tonsor, Kansas State University

Glynn Tonsor is a Professor in the Department of Agricultural Economics at
Kansas State University (KSU). Glynn grew up on a farrow-to-finish swine
farm in Monroe City, Missouri. Tonsor obtained a B.S. from Missouri State
University and Ph.D. from KSU. He was a faculty member at Michigan State
University from May 2006 to March 2010 when he joined the KSU faculty.

Tonsor has broad interests and experiences which span issues throughout
the meat supply chain. Through active research, engaged outreach with
industry, and first-hand knowledge with livestock production, Glynn has
economic expertise in an array of topics of importance to Kansas, U.S. and
global stakeholders. These topics include animal identification and
traceability, animal well-being and welfare, commodity market analysis,
consumer demand, food safety, meat labeling policies, producer perceptions
and preferences, risk management, and technology acceptance. Glynn's
integrated research and extension program has resulted in multiple journal
article publications and numerous outreach contributions.

Glynn and his wife, Shauna, live in Saint George, Kansas with their children
Ethan, Levi, and Aubree.

Abstract/Summary
This session will include a broad market outlook update for the beef-cattle
industry with a focus on the status of herd expansion, profitability/margins in
each sector, and beef demand strength. The session will include time for
informal exchange of thoughts on broader economic issues facing the entire
livestock and meat industry — so bring your questions!
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Overarching Beef Industry
Economic Outlook
* Supplies

— Expansion well underway
* Competing meat supplies growing

* Demand

— Confusing & slowing
* Far less certain, understood, & appreciated than supply...

Overarching Beef Industry
Economic Outlook
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COW-CALF RETURNS AND CATTLE INVENTORY
U.S., Annual

Heifer Retention as % of Total Beef Cows
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Feeder Cattle Price Hedging
Considerations (as of 8/19/16)

* Salina, KS 8/19/16 situation :
—Sell 550 Ib calves on 9/14/16 ($156)

* Considering price protection on Sep sale
— Or for stocker, consider protection for buy in Sep

— USE: K-State Feeder Cattle Risk Mgmt Tool.xIsx

http://www.agmanager.info/k-state-feeder-cattle-risk-
management-tool

Economic Outlook Overview: Stockers

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

* Salina, KS 8/8/16 situation:
— Buy 550 Ib steer on 09/14/16 ($160)
— Sell 750 Ib steer on 12/14/16 ($134) {2.17 ADG}
* VOG: $61/cwt

— Buy 550 Ib steer on 11/16/16 ($148)
— Sell 800 Ib steer on 3/15/17 ($128) {2.08 ADG}

* VOG: $85/cwt

— If COG=565/cwt then Exp Profit = $50/hd




Economic Outlook Overview: Feedlots SLAUGHTER STEER PRICES
5 Market Weighted Average, Weekly
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Historical and Projected Kansas Feedlot Net Returns Historical and Projected Kansas Feedlot Net Returns
(as of 8/8/16") (as of 8/8/16")
(http://www.agmanager.info/livestock/marketing/outlook/newsletters/FinishingReturns/default.asp) (http://www.agmanager.info/livestock/marketing/outlook/newsletters/FinishingReturns/default.asp)
June 16’: -$8/steer June 16’: -$8/steer
Table 1. Projected Values for Finishing Steers in Kansas Feedyards* Table 1. Projected Values for Finishing Steers in Kansas Feedyards*
Closeout Breakeven Breakeven Breakeven Closeout Breakeven Breakeven Breakeven
NetReturn  FCOG**  FedPrice Feeder Price NetReturn  FCOG**  FedPrice Feeder Price
Mo-¥r z R "' FcoG**  FedPrice FeederPrice Mo-¥r z R "' FcoG**  FedPrice FeederPrice
Jul-16 -135.31 80.06 117.50 154.62 56.85 126.82 139.06 Jul-16 -135.31 80.06 117.50 154.62 56.85 126.82 139.06
Aug-16 -112.04 77.83 115.85 151.89 59.00 123.54 138.92 Aug-16 -112.04 77.83 115.85 151.89 59.00 123.54 138.92
Sep-16 -96.01 77.38 115.58 148.79 61.13 122.08 137.97 Sep-16 -96.01 77.38 115.58 148.79 61.13 122.08 137.97
Oct-16 -48.67 77.97 115,35 145.87 70.35 11861 140.17 Oct-16 -48.67 77.97 115,35 145.87 70.35 11861 140.17
Nov-16 -28.49 79.27 115.88 142.96 74.74 17.79 139.65 Nov-16 -28.49 79.27 115.88 142.96 74.74 17.79 139.65
Dec-16 -34.14 80.03 115.71 140.71 74.29 118.01 136.85 Dec-16 -34.14 80.03 115.71 140.71 74.29 118.01 136.85
Jan-17 -2171 80.90 117.25 142.18 77.31 118.73 139.67 Jan-17 -21.71 80.90 117.25 142.18 77.31 118.73 139.67
— — — — — —
Feb-17 -21.38 7917 115.43 141.39 75.69 116.89 138.85 Feb-17 -21.38 7917 115.43 141.39 75.69 116.89 138.85
Mar-17 13.86 78.89 117.08 138.04 81.27 116.13 139.63 Mar-17 13.86 78.89 117.08 138.04 81.27 116.13 139.63
Apr-17 -69.70 78.43 109.49 136.81 66.46 114.43 128.39 Apr-17 -69.70 78.43 109.49 136.81 66.46 114.43 128.39

Representative Barometer for Trends in Profitability

Representative Barometer for Trends in Profitability |

Historical and Projected Kansas Feedlot Net Returns
(as of 8/8/16’)

(http://www.agmanager.info/livestock/marketing/outlook/newsletters/FinishingReturns/default.asp)

Figure 1. Historical & Projected Average Net Returns for
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Pre-8/20 COF Report Estimates:
On Feed Aug 1: +1.3% {+0.4% to +2.0%}

i
g

CATTLE ON FEED
Mil. Head US Total, Monthly

11.5
11.3

1.1

10.9

10.7 A
10.5 A
10.3
10.1
9.9
9.7

IAN FEB MAR  APR  MAY  JUN JuL AUG SEP ocT NOV  DEC
@mwAvg. 2010/14 ++++2015 ==2016

Data Source: USDA-NASS C-N-10

Livestock Marketing Information Center 07/22/16




Pre-8/20 COF Report Estimates:
Marketed in July: -0.7% {-1.5% to +0.5%}

FED CATTLE MARKETINGS
US Total, Monthly

Pre-8/20 COF Report Estimates:
Placed in July: -0.4% {-5.0% to +4.2%}

FEEDLOT PLACEMENTS
US Total, Monthly
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Quarterly Forecasts (LMIC: 8/2/16) Quarterly Forecasts (LMIC: 8/2/16)
Live Siltr. % Chg. Feeder Steer Price
% Chg. Average % Chg. Comm'l % Chg. . g .
Year Comm'l from Dressed from Beef from Year Steer Price from Southern Plains
. . rter -Mkt Av Year A 7 E
Quarter Slaughter  Year Ago Weight Year Ago Production Year Ago Quimtse 5 tAvg ear Ago -800# 5-600#
2015
1 6,969 5.5 812.9 22 5,665 3.5 ! 162.43 11.0 215.87 276.14
[ 7,229 18 810.1 27 5,856 53 I 158.11 7.0 225.29 279.32
n 7,201 45 8323 28 6,068 1.8 LLL 144.22 9.0 214.38 246.04
W 7,263 0.9 8411 23 6,100 15 v 127.72 22.9 177.29 203.51
Year 28,752 47 8242 25 23,698 23 Year 148.12 4.2 208.21 251.25
2016 2016
1 7,181 3.0 826.5 1.7 5,935 4.8 1 134.81 -17.0 160.06 195.73
1 7,629 55 810.9 0.4 6,187 56 n 127.68 -19.2 149.22 173.86
i 7,634 47 827.6 0.6 6,318 41 m 1214123 5.4 145148 172-176
v 7,443 2.5 834.6 0.8 6,212 17 v 122125 -3.3 145-149 172178
Year 29,886 3.9 824.8 0.4 24,651 4.0 Year 126-128 14.3 149-152 178-181
2017 2017
! 7,524 4.8 829.3 0.3 6,240 51 1 1234127 7.3 145-150 174-181
! 7,944 41 814.6 04 6,471 4.6 n 1224127 2.5 147-153 176-183
m 7825 25 8314 05 6,506 30 m 118-124 0.8 144151 173181
v 7,788 46 gar.4 03 6,522 50 v 119-126 0.8 142-150 171-180
Year 31,081 40 828.1 0.4 25,739 44 - FOMED Y YT e
LC & FC Contracts Down ~$3/cwt since 8/2
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COMMERCIAL PORK PRODUCTION
US, Quarterly

Bil. Pounds
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RTC BROILER PRODUCTION

US, Quarterly
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RTC TURKEY PRODUCTION
US, Quarterly
Bil. Pounds
1.6
15

15

14

1.4

13

13

1.2

JAN-MAR APR-JUN JUL-SEP OCT-DEC

W Avg. 2010/14 ®W2015 2016 m2017

Data Source: USDA-NASS, Forecasts by LMIC 07/30116

Livestock Marketing Information Center

TOTAL RED MEAT & POULTRY PRODUCTION

US, Quarterly
Bil. Pounds
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US BEEF AND VEAL EXPORTS
Carcass Weight, Annual
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US BEEF AND VEAL EXPORTS
As a Percentage of Production, Carcass Weight, Annual
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US BEEF AND VEAL IMPORTS

As a Percentage of Production, Carcass Weight, Annual
Percent
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US BEEF AND VEAL NET IMPORTS

As a Percentage of Production, Carcass Weight, Annual
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STEER HIDE AND OFFAL VALUE

¢ per Cwt Live Animal Basis, Weekly
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USDA Long-Term projections

Nov. 2015 pre—report release (http://www.usda.gov/oce/commodity/projections/index.htm)

Per capita meat cons., retail wt Recent Next 5 Years 10 Years Out
Item 2014 [ 2015 | 2016 2017| 2018 2019 2020 2025
Pounds

Beef 54.1| 54.4| 553| 55.2| 556 56.1 56.3 56.8
Pork 46.4| 49.5| 49.7| 50.1| 50.5 50.8 50.9 51.1
Total red meat 101.7|105.2 | 106.1| 106.5| 107.2 108.0 108.3 108.9
Broilers 83.3| 89.1| 89.6/ 89.5| 89.8 90.2 907 91.5
Turkeys 15.7| 158 | 16.2| 16.7| 17.0 171 17.2 17.3
Total poultry 100.3|106.1 | 107.1| 107.5| 108.1  108.7 109.3 110.3
Red meat & poultry 202.1|211.2 | 213.2| 214.0{215.3 216.7 217.6 219.2

PC Red Meat & Poultry

1995 207.5
2000 216.2
2005 2212
2010 208.9
2014 201.9 34

USDA Long-Term projections

Nov. 2015 pre—report release (http://www.usda.gov/oce/commodity/projections/index.htm)

Per capita meat cons., retail wt Recent Next 5 Years 10 Years Out
Item 2014 | 2015 | 2016 2017| 2018 2019 2020 2025
Pounds

Beef 541| 54.4| 553| 55.2| 556 56.1 56.3 56.8
Pork 46.4| 49.5| 49.7| 50.1| 50.5 50.8 50.9 51.1
Total red meat 101.7|105.2 | 106.1| 106.5| 107.2 108.0 108.3 108.9
Broilers 83.3| 89.1| 89.6/ 89.5| 89.8 90.2 907 91.5
Turkeys 15.7| 15.8| 16.2| 16.7| 17.0 171 17.2 17.3
Total poultry 100.3|106.1 | 107.1| 107.5| 108.1 108.7 109.3 110.3
Red meat & poultry 202.1|211.2 | 213.2| 214.0{215.3 216.7 217.6 219.2

Projections INCLUDE growing export forecasts...

35

USDA Long-Term projections

Nov. 2015 pre—report release (http://www.usda.gov/oce/commodity/projections/index.htm)

Beeflong e profciors Recent Next 5 Years 10 Years Out
fem Units 2014 2015 2016 2017 2018 2019 2020 2025
Total production Mil.los. 2430 23780 24914 25295 25761 2629 26,684 28,057
Imports Mil. los. 2947 3432 3045 2950 2975 3000 3050 3300
Total supply Mills. 7851 27803 28559 28805 29296 29856 30294 31917
Exports Mills. 2513 2223 2425 2500 265 2800 2925 3400
Total consumption Mills. 24687 24980 25574 25745 26086 26496 26809 29571
Per capita, retail weight Pounds 544 544 55.3 55.2 556 56.1 5.3 5.8
Change from previous year ~ Percent -38 05 16 01 06 09 05 00

2025 vs 2015 Exports
> +53% in Volume
> 12% (2025) vs.9% (2015) of Production

36




USDA Long-Term projections

Nov. 2015 pre-report release (http://www.usda.gov/oce/commodity/projections/index.htm)

BEEF PRICE-QUANTITY RELATIONSHIP
Annual, Retail Weight, Deflated All Fresh Retail Price

Beeflongtem prectons Recent Next 5 Years 10 Years Out 5::“""“""
15
tem Urits 014 15 016 2017 2018 09 200 2025
Prices: 510 14
Beef catlle, fam Sowt 16283 14901 14158 13649 13280 13059 12655 12149
Calies, fam Sowt 25458 27183 26886 22230 20748 19881 18992 183,95
Steers, 5area Sowt 15456 14919 14175 13665 13305 13075 12670 12163 13
Feedersers, Okahoma Gty $owt 20282 20712 20500 16957 15820 15159 14481 14026 4460 1 9
Feed price ratio: n
Beef cate-com Ratio U3 403 B8 Y 34 B3 M2 24 410 10 08 (42}
09 -?5 91 90
Catle inventory 1000head 88526 89800 92900 95200 95700 96200 965600 97400 EERE
[Beef cow inventory T000head 29086 20675 30382 3080 31300 31800 32200 BN 350 - 8 02
Tolal cow nverfory T000head 38203 39000 39800 40102 40602 41102 41502 5T 95 oo
Note: Cu= j 210 97 9989
2025 @ 33.2 million beef cows 5o s & = .
Pounds Per Caplta
»+14% from 2014 o . )
Data Source: Bureau of Economic Analysis & USDA-ERS, Compiled and Analysis by LMIC C-P-65A
>Wou |d be |argest herd since 2001 Livestock Marketing Information Center 03/25/16
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BEEF PRICE-QUANTITY RELATIONSHIP BEEF PRICE-QUANTITY RELATIONSHIP
Annual, Retail Waight, Deflated All Fresh Retail Price Annual, Retail Weight, Deflatad All Fresh Retail Price
S Pex Pourd al, % Per Pound
5.50 = 550 5 @ 2016
u " 54.8 lbs per capita & -0.95% All Fresh Price
510 510 WOULD = No Demand Change
450 13 450 13
12 12
11 11
410 410 -
10 [, 08 95031 90 10 o 08 95031 90
of¥ 0 o 0g
350 o 360 = %
00 00
97 of®9 97 of®9
310 310
L -] 55 -] L] k. 4 L4 55 [ -4 [ -3 F.-]
Pours Per Caplta Pounds Per Capita
Data Source: Bureau of Economic Analysis & USDA-ERS, Compiled and Analysis by LMIC C-P-65A Data Source: Bureau of Economic Analysis & USDA-ERS, Compiled and Analysis by LMIC C-P-65A
Livestock Marketing Information Center 03/25/16 Livestock Marketing Information Center 03/25/16
w 2nd Quarter (Apr-Jun), All Fresh Beef Demand Index (1990=100)
= 1 Wrap-U
= p-Yp
i I I * Broad 2016-2017 Profitability Outlook
S Q2.2016: -3.1%
g vs. Q1.2015 | | | | .
% - Q vs. Q2.2015 — Cow-calf: Converging toward Long-Term Levels
: sxwxunnund il
E s
= .. | @2.2016: Per Capita Consumption = +2% (Year-over-Year) — Stocker: Tough; Varies widely across situations
Real All Fresh Beef Prices = -5% ($5.82/Ib nominal price)
P IF Real All Fresh Beef Prices -2% = 0% Demand Change
— Feedlot: Ongoing struggle; worst behind us (I think)
o
Source: Glynn T. Tonsor, Kansas Stets University, July 2016
’ http://www.agmanager.info/livestock/marketing/Beef%20Demand/default.asp 42




Wrap-Up

* Industry past tipping point on tight supplies

—Demand’s role will become clearer

http://www. info/li k/marketing/Beef%20Demand/BeefDemand_08-28-15.pdf

» ldentifying & acting upon comparative advantage
will increasingly be key to profit!

More information available at:

m

www.agmanager.info

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

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

=AG

www.agmanager.info

Receive Weekly Email Updates for AgManager.Info

Receive Weekly Email Updates for AgManager.info:

Enter Email:l ]

http://www.AgManager.info/Evaluation/Email.htm

AG

www.agmanager.info
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