2016 Crop Insurance
orkshop:

Livestock Market Outlook
Trent Milacek NW Area Ag Econ Specialist

Major Beef Market Factors

= Cattle Inventory and Beef Production
»Beef Demand

= |nternational Trade

»Feed and Input Markets

= Forage Conditions

FED, FEEDER AND CALF PRICES
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Stocker Cattle

A saving grace or another pitfall?




Feeder Cattle
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The Purchase What will we sell him for?

= A450lb. calf @ $145.81/cwt. =$656.15 =700 Ib. calf @ $138.22/cwt. = $967.54

= Average feeder cattle price for the week

= Average feeder cattle price for the week
ending Sept. 16" $134.09/cwt.

ending Sept. 16" $134.09/cwt.

= Current basis for 7 cwt. = +$4.13/cwt.

= Current basis for 4.5 cwt. = +$11.72/cwt

Feeder Cattle Basis Forecast

What about in March?

State: [Oklahoma v | Location:| Weodward Rl ] Expected Sale Date: 2/28/2017
Sex: Steer hed | | Frame:/Lg & MedLg v | Grade: 1 |
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350 su

Feeder Cattle Futures Price:

= March feeder contract trading at $111.225
/cwit.
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| Weight] 700 [ibs/head || Head:| 72 |

= Using a +$4.13 /cwt. basis suggests that a
700|b. Calf WI” be Worth $807-52 Instead Of I“\imlnl-}'j-.lim:l:-:l Feeder Cattle Basis Values' | I"L‘.rnlcr (':u.llc "‘th‘\ Resulis a l LRP i"ulltr ﬁu\is Results®

1033 586

Number of calves hedged per contract’
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$9 67 0 54 Model-estimated feeder cattle basis, $/cwt *
| Confidence interval for basis, S/ewt® 62710 14.39 1.93109.80 I
Expected cash price, $/cwt 134.78 130.31 |
= Value of gain now sits at $0.61/Ib. Confdenoe imerve o expoced b e, Sewt o s "
” Optimal hedge ratio’ 0.9951 NiA
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Feeder Cattle Historical Basis

Sater [OK ~| Location: |Woodward v
Frame: [Medum and Larga ~| Class: |1 e From: 2000 | To: 2015 |
Bex: [Sleers “ Weight Range: [650-700  ~| Month: [Mar ]
Basis Stasistics 2010-2015 Rasslts Transactions' | Basis Range Year Average Basis Transactions Total Head
| Avernpe’: 1031 w0 -0.41 0 2055 2012 1183 3 w2
Simple Basis Average’: 1067 [ 3020 1805 2013 [ i 1322
Rain Sed Deviation. 15 Tt 413w1713 2014 ] o
Mis Dasis: 24 5t 643 1473 2015 FIRT) Y] 340
Max Rans 4113 1% RES w1253 Total 1436 100 2454
) rams

beefbasis.com

= March contract at $111.225/cwt.

= beefbasis.com prediction of $6.27-$14.39
with 68% accuracy

= Expected cash price between $117.50 -,
$125.62/cwt.

What to expect in March?

= 700lb. calf sold at $121.56 = $850.92
=Value of gain $0.78/lb.

=\What should we expect for expenses?

Stocker budget / head

Revenue Costs
= 686lb. X $121.56 = $833.90 = 450lb. X $145.81 = $656.15
= |nterest = $15.84
= Assuming a 2% death loss = Marketing = $10.00
= +$10.33 basis = Pasture = $87.50
= Other Exp. = $43.32
= Total =$833.90 = Total = $812.81




I Price-Weight Relationship

Takeaways Medium/Large No. 1 Steers, Oklahoma
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Price—Weight Relationship I Steer Price, Total Value and Value of Gain

g Oct 7-Nov 4, 2016, 7 Mkt. Ave., Oklahoma
Medium/Large No. 1 Steers, Oklahoma

Weight | Average | Total VOG |VOG |VOG VOG |VOG |VOG
(Ibs) Price Value  [400 Ib. [450 500 Ib. |550 Ib. |600 650

155 ‘ ($/cwt.) | (S/hd) |Beg. |lb. Beg. Beg. |lb. Ib.
150 1= = $70 COG Weight Beg. Weight | Weight Beg. Beg.
iy S \\ ——Last 5 wks ($/b.) |Weig |($/Ib.) |($/Ib.) |Weig |Weig
= ht ht ht
&) 140 . S ($/1b ($/1b.) | ($/1b.)
5 138 N = 400| $146.94]  $588
© 130 450] $139.65  $628 $0.81
& 405 - 4/-\1\. 500] $133.18]  $666] $0.78] $0.75
» N 550 $127.30_  $700] $0.75| $0.72  $0.68
. > 600] $124.51  $747] $0.80 $0.79 $0.81 $0.94

650] $124.95 $812] $0.90, $0.92 $0.98 $1.12] $1.30
700] $125.60 $879] $0.97| $1.00 $1.07] $1.19] $1.32) $1.34
750 $125.74 $943  $1.02] $1.05 $1.11 $1.21] $1.31] $1.31
800| $125.34] $1,003 $1.04] $1.07 $1.12] $1.21] $1.28 $1.27
850 $124.48) $1,058] $1.05 $1.07| $1.120 $1.19] $1.24] $1.23
900 $120.82) $1,087] $1.00 $1.02 $1.05 $1.11 $1.13 $1.10
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Steer Price, Total Value and Value of Gain
November 4, 2016, 7 Mkt. Ave., Oklahoma

Weight | Average | Total VOG |VOG |VOG VOG |VOG |VOG
(Ibs) Price Value 400 lb. {450 5001b. |550Ib. |600 650
($/cwt.) | (S/hd) | Beg. Ib. Beg. Beg. b. Ib.
Weight |Beg. |Weight |Weight|Beg. |Beg.
($/Ib.) |Weig |($/Ib.) |($/Ib.) |Weig |Weig
ht ht ht
($/1b ($/1b.) [($/1b.)
400] $154.52 $618
4500 $147.31 $663  $0.90
500/ $140.77 $704] $0.86] $0.82
550/ $132.93 $731]  $0.75 $0.68 $0.55
600 $128.36 $770,  $0.76/ $0.72 $0.66/ $0.78
650] $127.90 $831| $0.85 $0.84 $0.85 $1.00 $1.22
700 $129.69 $908| $0.97| $0.98 $1.02 $1.18] $1.38 $1.53]
750] $129.62 $972]  $1.01] $1.03 $1.07] $1.21] $1.35 $1.41
800 $129.60] $1,037| $1.05 $1.07 $1.11] $1.22 $1.33  $1.37,
850 $131.37] $1,117 $1.11] $1.13 $1.18] $1.29 $1.39 $1.43
900 $124.05 $1,116] $1.00] $1.01 $1.03] $1.10 $1.15 $1.14

- Live Cattle Situation

A lot of talk about spreads...

LE - Live Cattle - Weekly Nearest OHLC Chart
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RETAIL BEEF PRICE
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WHOLESALE BEEF PRICE
Monthly
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LIVE TO CUTOUT BEEF PRICE SPREAD
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CUTOUT TO RETAIL BEEF PRICE SPREAD
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CHOICE STEER VALUE AS A PERCENT OF

LIVE TO RETAIL BEEF PRICE SPREAD

Livestock Marketing Information Center

RETAIL BEEF VALUE Monthly
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CHOICE STEER PRICE vs BREAKEVEN FEDERALLY INSPECTED CATTLE SLAUGHTER
Cattle Feeding, S. Plains, Monthly Daily Average, By Month
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STEER SLAUGHTER
Federally Inspected, Monthly

AVERAGE DRESSED WEIGHT -- CATTLE
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Cow Situation

What are the effects of lower prices.

PERCENT CHANGE IN BEEF COW INVENTORY
U.S., January 1
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Beef Cow Inventory by Cycle
u.S., January 1
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NET FEEDLOT PLACEMENTS

. US Total, Monthly
Mil. Head

2.5

23

2.1

@mwAvg. 2010/14 ++++2015 «==2016

Data Source: USDA-NASS
Livestock Marketing Information Center

C-N-09
09/23/16




HEIFER SLAUGHTER
Federally Inspected, Monthly
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ESTIMATED AVERAGE COW CALF RETURNS

Returns Over Cash Cost (Includes Pasture Rent), Annual
S Per Cow
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CATTLE SEASONAL PRICE INDEX
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In Summary

This too, shall pass away...

Use some form of price protection

= | jvestock Risk Protection Insurance
= Forward Contract

= Put options, futures contracts, etc.




What to Expect in 2016/177? This too shall pass.

= Feeder cattle yearly % change in prices from 2015 to
2016 will likely resemble price behavior witnessed from

2013 to 2014.

Questions?

Trent Milacek
trent.milacek@okstate.edu

580-237-7677

= Grain prices have seen the majority of their decline.

= Monthly % changes will likely be smaller for cattle unless
another fundamental shock affects those markets.




