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Overarching Beef Industry 
Economic Outlook

• Supplies

– Commercial Beef Production Up, Increases Moderating

• +3.8% in 2017, +2.6% in 2018, +1.2% in 2019, +0.6% in 2020 
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• Supplies

– Commercial Beef Production Up, Increases Moderating

• +3.8% in 2017, +2.6% in 2018, +1.2% in 2019, +0.6% in 2020 

• Demand

– Key to supporting prices!!!

All‐Fresh Beef Retail Demand Index 
(Monthly, Jan 1988=100)

http://agmanager.info/livestock‐meat/meat‐demand  
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Since Jan 2018, demand 
has grown in 12 of 19 
months (5 of 7 in 2019) 

Holcomb‐Tyson Plant Fire

• Date: August 9th 

• Processing Capacity Involved: 6k/day

– ~5% of US Capacity (~24% of KS Capacity)

• Processor Map



Holcomb‐Tyson Plant Fire
• Price Impact on Cattle

– Expected:

• Derived Demand Decline = Cattle Price Decline 

– Realized:

• CME limit down 1st two days 

• LC Cash down $5‐$7 1st week; FC Cash down ~$10

Holcomb‐Tyson Plant Fire
• Price Impact on Beef

– Expected:

• Processing Cost Up = Beef Price Increase  

– Realized:

• Two largest daily cutout price increases on‐record (post‐MPR)



Holcomb‐Tyson Plant Fire
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Aug 3: 34,744
Aug 10: 46,553
Aug 17: 73,601
Aug 24: 75, 119



Markets Often Operate Like A Pendulum
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BeefBasis.com, Salina, 
KS 2019 Projections 
(as of 10/1/19):
Oct. 16: $159

$553
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$859 Cash Cost = Cash Break‐Even 
Sales $ 156/cwt Price (550#) 
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VOG Projections: http://www.beefbasis.com/VOG.aspx
Production Chart: http://www.beefusa.org/CMDocs/BeefUSA/resources/CC2011‐Cattle‐Fax‐All‐Slides.pdf



Economic Outlook Overview: Post Weaning
Forward‐Looking Margin Perspective

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

• Salina, KS 10/1/19 Backgrounding situation:

–Buy/Retain 550 lb steer on 10/16/19 ($159)

–Sell 750 lb steer on 1/15/20 ($140) {2.2 ADG}

• VOG: $85.50/cwt
–Compare to COG & Assess “stomach” for volatility

Economic Outlook Overview: Post Weaning
Forward‐Looking Margin Perspective

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

• Salina, KS 10/1/19 Wintering situation:

–Buy/Retain 550 lb steer on 10/16/19 ($159)

–Sell 750 lb steer on 4/15/20 ($142) {1.1 ADG}

• VOG: $95.62/cwt
–Compare to COG & Assess “stomach” for volatility



USDA LRP Changes July 1 
(https://www.rma.usda.gov/News‐Room/Press/Press‐Releases/2019‐News/USDA‐Announces‐Enhancements‐to‐Livestock‐and‐Dairy‐Insurance‐Programs)

https://www.agmanager.info/k‐state‐feeder‐
cattle‐risk‐management‐tool

https://www.fsa.usda.gov/programs‐and‐
services/disaster‐assistance‐program/livestock‐
indemnity/index

The Agriculture Improvement Act of 2018 (the 2018 Farm Bill) authorized the Livestock 
Indemnity Program (LIP) to provide benefits to eligible livestock owners or contract growers for 
livestock deaths in excess of normal mortality caused by eligible loss conditions, including 
eligible adverse weather, eligible disease and attacks by animals reintroduced into the wild by 
the federal government or protected by federal law, including wolves and avian predators. In 
addition, LIP provides assistance to eligible livestock owners that must sell livestock at a reduced 
price because of an injury from an eligible loss condition.



https://www.fsa.usda.gov/programs‐and‐
services/disaster‐assistance‐program/livestock‐
indemnity/index

“Yes, Republic County, Kansas has about 110 Notice of Losses filed for 2019 LIP – 
compared to last year with zero Notice of Losses filed under LIP. The majority of the 
Notice of Losses were filed due to the extreme cold, there are a few losses due to 
blizzard as well,” said Sarah Heeger, County Executive Director/Republic County FSA in 
Belleville, Kansas.

Economic Outlook Overview: Feedlots

• 2019 remains rough



Historical and Projected Kansas Feedlot Net Returns 
(as of 9/13/19’) 

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

Representative Barometer for Trends in Profitability

July 19’: -$77/steer 

Historical and Projected Kansas Feedlot Net Returns 
(as of 9/13/19’) 

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

Representative Barometer for Trends in Profitability

July 19’: -$77/steer CME DEC LC: 
+$5 from Sept 13 – Oct 1



Quarterly Forecasts (LMIC: 9/27/19)

% Chg. Average % Chg. Comm'l % Chg.
Year Comm'l from Dressed from Beef from
Quarter Slaughter Year Ago Weight Year Ago Production Year Ago

2019

I 7,934               0.7 808.4 -1.5 6,414                 -0.8

II 8,573               1.7 794.8 -0.4 6,814                 1.3

III 8,664               3.6 811.2 -0.5 7,028                 3.1

IV 8,395               0.7 827.8 0.6 6,949                 1.3

Year 33,566             1.7 810.5 -0.5 27,206                1.2

2020

I 7,994               0.8 818.1 1.2 6,540                 2.0

II 8,470               -1.2 808.9 1.8 6,852                 0.6

III 8,509               -1.8 825.9 1.8 7,027                 0.0

IV 8,265               -1.5 840.7 1.6 6,949                 0.0

Year 33,239             -1.0 823.4 1.6 27,367                0.6

2021

I 7,834               -2.0 821.0 0.4 6,431                 -1.7

II 8,341               -1.5 814.4 0.7 6,793                 -0.9

III 8,355               -1.8 832.0 0.7 6,952                 -1.1

IV 8,044               -2.7 845.3 0.6 6,800                 -2.1

Year 32,575             -2.0 828.1 0.6 26,976                -1.4

Quarterly Forecasts (LMIC: 9/27/19)

Live Sltr. % Chg.    Feeder Steer Price
Year Steer Price from      Southern Plains
Quarter 5-Mkt Avg Year Ago 7-800# 5-600#

2019

I 125.27                   -0.3 142.87                  171.41         

II 118.79                   1.8 143.23                  167.22         

III 107-108 -3.0 143-145 156-157

IV 106-108 -7.2 141-144 153-159

Year 114-115 -2.2 142-144 162-164

2020

I 117-120 -5.4 140-144 162-167

II 117-121 0.2 143-148 163-168

III 107-112 1.9 144-150 165-171

IV 112-118 7.5 146-153 165-172

Year 113-118 0.9 144-148 164-169

2021

I 120-127 4.2 140-148 164-172

II 119-127 3.4 141-150 163-172

III 107-116 1.8 145-155 164-174

IV 114-124 3.5 148-159 164-175

Year 115-123 3.0 143-153 163-174



Trade & Total Meat 
Context Update

U.S. Beef Export Demand Index 
(Monthly, Jan 2010=100)

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



U.S. Beef Export Demand Index 
(Monthly, Jan 2010=100)

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

July 19 exports: 128% higher 
than they would have been if 
demand @ Jan 2010 levels 

U.S. Beef Export Demand Index 
(Monthly, Jan 2010=100)

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

Since Jan 2018, demand has 
grown in 17 of 19 months! 



2018 Beef Exports were stellar!

 USMEF, 2018 (estimated) vs. 2017: 

U.S. exports +15% in value (~ $8.3 Billion) 
U.S. export growth: Korea, Japan, & Taiwan

 Global trade value +9% 

China accounts for 80% of global trade growth 
Dominated by South America & Australia (U.S. ~2% share) 

https://www.usda.gov/oce/forum/2019/speeches/Erin_Borror1.pdf

USDA Long‐Term projections
3/13/19 report (http://www.usda.gov/oce/commodity/projections/), October 2018 Projections
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Per capita meat consumption, retail weight

       Item 2018 2019 2020 2028

 Beef   57.2 58.8 59.7 58.4
 Pork 50.8 53.1 53.4 54.3
   Total red meat          109.3 113.2 114.4 114.0

 Broilers                  92.4 93.4 93.7 94.3
 Turkeys                   16.2 16.4 16.2 15.5
   Total poultry           110.0 111.1 111.2 111.2

Red meat & poultry         219.3 224.3 225.6 225.2
Note: Totals may not add due to rounding.

Projections INCLUDE export maintenance & growth



Additional Fodder for Thought…
When/will the ASF‐Asia “export boost” occur? 

47

Additional Fodder for Thought…

What is role of “alternative proteins” in 
future of U.S. livestock? 

1. Beyond Meat (Whole Foods, Kroger, Albertsons) 

2. Impossible Foods (July 31st FDA approval to sell in grocery stores) 

3. Nestle (Awesome Burger in Germany, US plans for fall 2019) 

4. Tyson Foods (Vegetarian‐Mixed Protein lines; nuggets in already) 

5. Smithfield Foods (Plant‐based burgers – Kroger, Sprouts, Target)49

& IMO: 
Role in Food Service is even greater…



Outlook Wrap‐Up
• Broad Profitability Outlook 

Supply side factors are “well established”  
Herd size plateau; Lower beef volumes in 2021?

Demand factors are key and uncertain 
What will be beef (and meat broadly) export situation? 

When will next U.S. recession occur? 

Will favorability of high‐protein 
diet (and cattle’s role) persist?
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More information available at:

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

Receive Weekly Email Updates for 
AgManager.Info:

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


