Daily Livestock Report

We're sort of going to bury you in charts today but we do
so because they tell an interesting story of the current dynamics of

the cattle industry. We usually watch the FI (ie. federally-inspected)
cattle slaughter each week as the truest indicator of supply. And that is
as it should be. The number represents the total harvest of bovines for
beef. But beef ain’t beef — or at least all beef isn't’ created equal in the
eyes of the consumer. Beef products from different animals find their
way to sharply different markets. Few would even consider serving a
Porterhouse steak from a canner cow and even fewer would destroy the
value of a Porterhouse steak from a Choice-grade steer by grinding it
up. Different cattle produce products for different market segments and
the current beef economy is causing the flows of those different cattle to
vary considerably.

Total cattle slaughter last week numbered 540,000 head, 9.4%
fewer than one year ago and a shocking 15.7% fewer than has been the
average for the same week over the past 5 years. Those figures right-
fully suggest that cattle supplies are still very tight. The 2015 calf crop
is forecast to be larger than one year ago and feedlot placements have
been gaining on their 2014 pace in recent months but neither of those
will have an impact on beef cattle numbers or beef supplies in the short
run. There simply aren’'t many cattle available for slaughter at present!

But the “shortness” varies pretty dramatically by class. As can
be seen at right, steer and heifer slaughter was down “only” 6%,
year/year, the week of August 7 (the most recent for which these de-
tailed data are available). The same figure for total cattle slaughter the
week of August 7 was —6.9%. Meanwhile cow slaughter — the next
largest component of total cattle slaughter and a key factor in the supply
of grinding beef — was only 86,400 head that same week, down 9.3%
from the 2014 level and 25.3% from its 5-year average. As you can
see, cow slaughter is only about 20% as large as steer and heifer
slaughter at present.

But the charts on page 2 provide even more detail about these
slaughter classifications and the incentives and drivers that are currently
in play. The top set of charts shows steer and heifer slaughter sepa-
rately and clearly demonstrate a) that heifer slaughter is the primary
driver of the decline in steer and heifer supplies and b) that cowmen
have been aggressively retaining heifers. In fact, steer slaughter the
week of August 7 was HIGHER than one year ago while heifer slaughter
was down nearly 21%! Steer slaughter has been steadily closing the
year-on-year gap since early summer while the same gap for heifers
has gotten wider and wider.

The bottom set of charts shows a similar dichotomy between
the dairy and beef components of total cow slaughter. Dairy cow
slaughter is, of course, less dependent on pasture conditions since vir-
tually all dairy cows are kept in dry lots. The price of milk is the big driv-
er of cow retention decisions in the dairy business and losses this year
have pushed dairy cows to slaughter at a higher year/year pace in many
weeks so far in 2015. Beef cows, though, have GREAT value in pro-
duction at present and thus have been retained at a higher-than-normal
rate, reducing beef cow slaughter.
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The Daily Livestock Report is made possible with support from readers like you. If you enjoy this report, find if vaIuabTe_. 2
and would like to sustain it going forward, consider becoming a contributor. Just go to www.DailyLivestockReport.com
to contribute by credit card or send your check to The Daily Livestock Report, P.O. Box 2, Adel, IA 50003. t

3 Thank you for your support!

The Daily Livestock Report is published by Steve Meyer & Len Steiner, Inc., Adel, IA and Merrimack, NH. To subscribe, support or unsubscribe visit www.dailylivestockreport.com. Copyright

© 2015 Steve Meyer and Len Steiner, Inc. All rights reserved.

The Daily Livestock Report is not owned, controlled, endorsed or sold by CME Group Inc. or its affiliates and CME Group Inc. and its affiliates disclaim any and all responsibility for the infor-
mation contained herein. CME Groupm, CME" and the Globe logo are trademarks of Chicago Mercantile Exchange, Inc.

Disclaimer: The Daily Livestock Report is intended solely for information purposes and is not to be construed, under any circumstances, by implication or otherwise, as an offer to sell or
a solicitation to buy or trade any commodities or securities whatsoever. Information is obtained from sources believed to be reliable, but is in no way guaranteed. No guarantee of any kind is
implied or possible where projections of future conditions are attempted. Futures trading is not suitable for all investors, and involves the risk of loss. Past results are no indication of future
performance. Futures are a leveraged investment, and because only a percentage of a contract’s value is require to trade, it is possible to lose more than the amount of money initially deposited
for a futures position. Therefore, traders should only use funds that they can afford to lose without affecting their lifestyle. And only a portion of those funds should be devoted to any one trade

because a trader cannot expect to profit on every trade.
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