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Livestock Update: ______________________________       

Cattle Market’s Surprising Strength  

The New Year has already been an eventful one in the cattle market.  Fed cattle prices have 

established highs that far exceed even the most optimistic projections from just a month or two 

ago for the Spring high.  Last week’s 5-Area weighted average live steer price worked out to 

$148.22 – almost $6 higher than the preceding week.  Across feeding country, some cattle traded 

hands at prices as high as $151.  Wholesale beef prices have likewise exceeded expectations.  

Last week, the Choice boxed beef cutout value average $238.43, a very impressive $13.81 

improvement over the prior week.   

 

The question on a lot of cattle producers’ minds right now is, “How long will it last?”  

Unfortunately, the answer is that it is probably already over, at least for now.  That is not to say 

that a collapse in prices is imminent – just that the high is probably in for at least the first quarter 

if not for the year.  Wholesale beef prices have begun to slip in the last few days.  In fact, the 

daily high for the Choice cutout was actually last Wednesday (January 22), when the cutout 

worked out to $240.05.  This Wednesday, the Choice cutout was down to $232.49.   

 

While we’re on the subject of boxed beef, it is notable that the Choice/Select spread as of this 

Wednesday was down to $0.68.  That is, there is for now little difference between the Choice and 

Select cutout values.  This is not really an unusual development.  In each of the past three years, 

the daily Choice/Select spread has actually been negative for a day or two each year.  The low 

point for the spread is typically not this early, though it has been in late-March for the past two 

years.  The spread is typically narrow when there is a relatively high supply of Choice beef 

relative to demand.  

 

Choice beef supplies have certainly been high in recent weeks.  Figure 1 shows the percent of 

beef grading Choice as a percent of all beef on a weekly basis.  Note how much higher the 

percentage of Choice beef has been since the beginning of the year relative to previous years.  
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Figure 1.  Beef Graded Choice as a Percent of All Beef Graded, Weekly 
Source: Livestock Marketing Information Center 

 

Another point of interest in Figure 1 is that the percentage of cattle grading Choice has declined 

steadily so far this year.  That is a somewhat counter-seasonal phenomenon; Choice grading 

usually increases seasonally into spring.  Part of the reason for that may be the very cold weather 

that has covered much of the country so far this year – particularly in the last couple of weeks.  

Bad weather makes it more difficult to finish cattle and can also disrupt the normal flow of cattle 

to market.  Thus, some of the recent strength in the market may be a result of the supply-side 

support offered by this year’s nasty winter.   

 

Another factor at work in the market recently is what appears to be strong demand for lower-

valued products.  In a very good discussion of the current cattle market situation in his Cow-Calf 

Corner newsletter, Derrell Peel of Oklahoma State University (video link) notes that the rally in 

the beef market has largely been driven by prices on end meats (Chucks and Rounds) rather than 

by middle meats (Ribs and Loins).  In fact, between January 2 and the recent high last 

Wednesday, the wholesale price on Choice Chucks and Rounds increased by around 30 percent 

while the price on ribs and loins went up by less than 10 percent.  Dr. Peel also notes that the 

rapid decline in cow slaughter in the latter half of last year has likely resulted in a short supply of 

beef for processing and thus also contributing to the current rally. 

 

Looking ahead, as has been repeated many times over the last many months now, cattle supplies 

will remain tight and will continue to support historically high cattle and beef prices.  However, 

the effect of some of the more short-run factors that have been working on the market in a 

positive way lately will begin to fade.  Prices will most likely give up some of the ground gained 

in the last two weeks or so.  This doesn’t mean prices will be low – it’s hard to consider fed 

cattle prices in the mid-$130s or so as being low – but we can’t set a new record every week 

forever. 

 

http://sunup.okstate.edu/category/lm/2014/012514-lm


3 

 

 

Propane Problems 

The bitter cold across the country may have provided some marginal benefits on the supply side 

of the cattle market, but it has become a serious problem for many poultry and hog growers.  

Parts of the country are currently experiencing severe shortages of propane.  Propane demand 

has been very strong this fall and winter.  The large grain crop led to strong demand for propane 

for drying operations in the Midwest this year.  Exports of propane have also been very strong, 

with January exports this year up by over 200 percent compared to a year ago according to 

Department of Energy data.   Finally, it has obviously been cold, and this has led to strong 

demand for propane from all users: commercial, residential, and agricultural.  As demand has 

surged, the infrastructure for moving propane around the country (pipelines and rolling stock) 

has proven inadequate to this unexpectedly large task.  The resulting supply bottlenecks have 

compounded the effects of strong demand.  In response, prices for propane are soaring.  

According to the Department of Energy, the national average wholesale price of propane has 

more than doubled since the beginning of the year.  The price averaged $1.686 per gallon for the 

week ending January 6; it averaged $3.547 for the week ending January 27.  Note that these are 

national average wholesale prices.  Anecdotes from the Midwest indicate that farmers are seeing 

delivered prices as high as $6.  There have also been reports that in some areas propane is simply 

not available at all, with some poultry growers having to refuse delivery of chicks due to a lack 

of propane for heating.  This is clearly a difficult situation for the affected growers.   

 

Efforts to alleviate this problem have focused on addressing the supply bottleneck.  There are a 

few steps that can be taken here.  For example, hours of service regulations applying to propane 

haulers have been temporarily relaxed in affected regions to permit more efficient use of existing 

shipping equipment.  It is further anticipated that pipeline and rail delivery infrastructure that 

was not available for much of the fall can be brought back into service for propane shipments in 

short order.  Of course, on the demand side, nothing would help like a return to more normal 

temperatures.  On the policy front, there isn’t much that can be done about that. 

 


