Beef Margin Watch: October
Live cattle futures held steady over the second half of October while feeder cattle prices slumped as corn costs
increased. Fed cattle prices have been held in check despite strength in beef cutout values as the supply of
heavy cattle and labor issues at packing plants continues to pressure the cash market. USDA’s October Cattle on
Feed report showed the total supply of cattle on feed on October 1 at 11.55 million head, down 167,000 from
last year but still 262,000 higher than 2019. The supply of cattle on feed longer than 120 days was estimated at
4.103 million head, 3.2% higher than last year and 267,000 head or 7% higher than the five-year average.
Inventory on feed more than 150 days was calculated at 2.259 million head, 13.6% higher than last year and 22%
above the five-year average. September placements totaled 2.163 million head, down 2.9% from last year when
the market on average was expecting a 1.4% increase from 2020. Larger placements in August and better
feeding economics at that time may have pulled cattle forward and limited September placements. USDA
reported total beef in Cold Storage on September 30 at 435.3 million pounds, down 6.0% or 27.7 million from
2020 with boneless beef stocks of nearly 400 million pounds down 6.5% while beef cuts of 35.4 million pounds
rose 0.7% from last year. Corn prices have firmed recently as strong spot demand from the ethanol sector is
limiting pressure on the cash market as harvest has reached 75% complete. In addition, weather concerns in
South America and soaring fertilizer costs for the upcoming planting season are supporting the back end of the
curve. Our clients have benefited from having stronger corn delta in feed hedges while retaining flexibility on
cattle hedges.

The information contained in this publication is taken from sources believed to be reliable, but is not guaranteed by Commodity & Ingredient Hedging, LLC, nor any affiliates, as to accuracy or completeness,
and is intended for purposes of information and education only. Nothing therein should be considered as a solicitation to trade commodities or a trade recommendation by Commodity & Ingredient Hedging,
LLC. All references to market conditions are current as of the date of the presentation. Futures and options trading involves the risk of loss. Past performance is not indicative of future results. Please visit
www.cihmarginwatch.com to subscribe to the CIH Margin Watch report.

Commodity & Ingredient Hedging, LLC
120 South LaSalle Street, Suite 2200 - Chicago, IL 60603 - (866)299-9333

