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Livestock Update             
Cattle on Feed: Déjà Vu All Over Again 
Last Friday, USDA released the results of their monthly Cattle on Feed (COF) survey.  Between the 
lack of grazing opportunities due to this year’s widespread drought and a presumed aversion to putting 
calves in a lot to eat $8 corn, it was not easy to assess how this month’s report might come out.  As it 
happens, consensus of pre-report estimates turned out to have been fairly accurate.  Table 1 below 
summarizes the headline numbers from last week’s report along with the pre-report estimates. 
 
Table 1.  August Cattle on Feed Summary: Actual vs. Pre-Report Figures   

 % of Previous Pre-Report Estimates* 
 1,000 head Year Average Range 

July Placements 1,922 90.0 91.4 86.7 – 99.0 
July Marketings 1,913 99.7 101.6 99.6 – 104.0 
August 1 On-Feed 10,656 100.7 100.7 99.6 – 101.5 
*Source: Dow-Jones Newswires via LMIC   
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July marketings were well to the 
low end of expectations, but 
overall, the report was pretty well-
anticipated.  The placements 
estimate was clearly the most 
difficult number to get a real 
handle on due to the conflicting 
interests in play noted above.  The 
year-over-year decline in 
placements noted (as expected) by 
the report is actually a rather 
misleading figure.  Last year, July 
placements were greatly 
influenced by the Southern Plains 
drought – which, while more 
geographically isolated, was 
arguably more intense than this 
year’s drought.  July 2011 
placements amounted to over 2.1 
million head, the largest July placements going back to the current COF’s beginning in 1996.  Compared 
to about any July except July 2011, this year’s placements were quite large.  Last month’s placements 
were around 10 percent higher than the 2008-10 average and were the largest since 2006 (except for last 
year, of course).  Figure 1 shows monthly placements along with that historic context. 
 
So, for a second year in a row, drought conditions have encouraged an abnormally large summer 
placement of cattle into feedlots in spite of some very high cost of gain projections.  Also similar to last 
year, these placements include a lot of light calves.  Though, as with the gross placements number, that 
is not necessarily readily apparent from a year-over-year comparison.  Last July, placements of under-
600-pound calves totaled 620,000 head, a whopping 49 percent increase from the prior year.  This July, 
placements of under-600-pound calves totaled 500,000 head, a year-over-year decline of not quite 20 
percent.  However, 500,000 head in July placements for the under-600-pound weight category is 
actually a pretty big figure.  It is 22 percent higher than the 2008-10 average and, as with the total 
placements number, the largest since 2006 (excluding last year). 
 
The point of all this is that, while the fact may be obscured somewhat by a comparison with last year’s 
unusual numbers, a good many cattle have been pulled ahead into feedlots this year as a consequence of 
the drought.  A greater than normal number of them are probably not being pushed all that hard.  This 
year in feeding country there is more than the usual amount of silage, put up as a means of salvaging 
drought-threatened corn that had been intended for grain.  The transitioning of these calves that are 
essentially being backgrounded to a true finishing phase will happen at different rates for different lots 
and will depend on any number of individual considerations, including when the silage runs out and 
what alternative feeds are costing.  The net effect is that, to the extent there may be a knot of cattle 
working through the system due to relatively high placements recently, it should be pretty effectively 
smoothed out over the next several months.  
 
 
 
 

Figure 1.  Monthly Placements of Cattle on Feed: 1,000+ Capacity Lots 
Source: USDA National Agricultural Statistics Service via LMIC 
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Sow Slaughter on the Rise 
Hog slaughter has increased substantially over about the past month, driven largely by higher sow 
slaughter.  The most recent data on slaughter by class are for the first week of August.  For that week, 
sow slaughter was over 13 percent higher than in 2011 and about 3 percent higher than the 2008-10 
average – this after running below year-ago levels for most of 2012.  Figure 2 shows weekly sow 
slaughter numbers. 
 
Increasing sow slaughter has been 
expected as higher feed costs 
encourage more aggressive culling.  It 
is rather striking, though, how 
suddenly the increase has come about.  
Not surprisingly, as sow liquidation 
has accelerated, sow prices have 
declined.  In early July, prices on 300-
450 pound sows (as calculated by 
LMIC from USDA price reports) 
were in the high $40s.  Since that 
time, sow prices have retreated to the 
mid $30s.  Similarly, processing pork 
prices have fallen as supplies have 
increased with greater sow slaughter.  
Prices on 72 percent lean trim have 
fallen by about 10 percent since the 
late-June/early-July period.  In fact, 
pork wholesale prices more generally 
have been in decline over this period of time, with strength in belly and (to a lesser extent) ham prices 
not able to offset lower loin, shoulder, and rib prices.  This has made it impossible for market hog prices 
to gain any real traction, which would help offset the effects on margins of escalating costs. 
 
Increased sow slaughter now ultimately means declining production somewhere down the road.  
USDA’s August supply and demand estimates for pork reflect this reality.  The August World 
Agricultural Supply and Demand Estimates (WASDE) report shaved 2013 pork production forecasts by a 
little better than 3 percent compared with the July report.  Looking at the broader meat complex, the 
August WASDE pegs combined beef, pork, and broiler production at 83.7 million pounds, which would 
be the lowest combined production for the three major species since 2006. 
 
Retail Meat Prices 
Last week, USDA provided their monthly update of retail meat prices.  For all three of the major 
species, July retail meat prices moved up from the prior month.  Both broiler and all fresh beef retail 
prices posted new records at 192.1 and 471.5 cents per pound, respectively.  Interestingly, the Choice 
beef retail price remains below its highs from earlier in the year.  This suggests that much of the upward 
pressure on the all-fresh beef price is coming from Select cuts and ground beef.  Ground beef prices 
have been especially strong this year.  The loss of a substantial source of lean trim due to the lean, finely 
textured beef (LFTB) controversy reduced supplies.  Demand for ground beef appears to remain robust 
as value-conscious consumers continue to opt for lower-price protein alternatives, of which ground beef 
is a perennial favorite.  Looking ahead, lean trim wholesale price peaked in June and have since 
retreated modestly.  Increases in cow slaughter (both dairy and beef) due to poor forage conditions and 

Figure 2.  Weekly Sow Slaughter: 2008-10 Average through 2012 
Source: USDA Agricultural Marketing Service via LMIC 
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tight margins will most likely put pressure on lean trim prices for the next few months.  What this means 
is that in spite of the talk of higher meat prices, all fresh beef prices may very well come down from the 
current record level over the next couple of months.  Longer term, though, declining cattle inventories 
will inevitably result in lower production and a return of higher prices. 
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