Stunning Summer Rally Continues
THE live cattle and wholesale beef markets continue their stunning summer rally. A light spot market trade drives daily cutout values sharply higher. Packers in turn buy cattle $4-5 per cwt higher live and dressed than the week before in a moderately active Wednesday trade. Prices average $98-98.50 live on the Southern Plains and in Nebraska, and $154-155 dressed.
Prices Thursday were even higher in all regions, with cattle selling at $100 live in Texas and Colorado. This summer’s market has been full of surprises. Prices put in an early low in the last two weeks of June then rallied unexpectedly in July. They retreated somewhat at the end of July but have now advanced to their highest level since the first two weeks of May.
The rally has confounded analysts, packers and beef buyers who all felt that live cattle and boxed beef prices would soften this summer. The factors driving the rally are tighter than expected supplies of market-ready cattle, improved beef demand at home and abroad, and tighter domestic overall beef supplies than this time last year. Another factor the past two weeks is that some packers were short-bought. The large spot market volumes of the past two weeks suggest that packers going forward have more adequate supplies around them. Whether this will be a market factor remains to be seen, say analysts.
Boxed beef prices last week mirrored the live cattle rally. The Choice cutout advanced $5.14 per cwt Friday through last Thursday and the Select cutout advanced $5.10. Spot market volume though was light. Monday-Thursday saw 626 loads of fabricated cuts reported, down 100 loads from the week before (which saw only 878 loads for the full week). How much the weekly comprehensive values increase by will be a better indication of overall pricing, say analysts. For example, the spot market the week before last saw the Choice cutout increase $3.77 during the week. But it increased only $0.61 in the comprehensive report. Packers sold quite a lot of meat into September at much lower prices than were being asked on the spot market by the middle of last week, say analysts.
A concern now is that the high cutout values will impact retail beef sales in late September and during October. Analysts also note that cutout values and live cattle prices fell sharply in 2008 and 2006 after big summer rallies. In 2008, the Choice cutout averaged $164 per cwt the third week of August. It declined $20 by the end of October. Live cattle prices tipped $100 live but were below $90 by mid-October.
Retail Beef And Pork Prices Are Higher
Better than expected retail beef demand has helped drive wholesale prices higher. Retail Choice beef prices averaged $4.444 per lb in July, up 6.3% from July 2009, according to USDA. Retail all fresh beef prices averaged $4.038, up 6.5%. These gains followed price increases in the second quarter. Choice prices in the quarter averaged $4.465 versus $4.294 in 2009. All fresh prices averaged $4.030 versus $3.914. Meanwhile, retail pork prices put in an all-time monthly high in July for the second month in a row. Prices averaged $3.185 per lb, up 7.7% from July 2009. This exceeded the previous record of $3.104 set in June.
The data showed that ground beef prices (general category) in July were up 14.3% from last year while Choice boneless sirloin steak prices (the most expensive category in the data) were down 3.3%. This reflected earlier 12-year lows in wholesale prices. Second quarter retail pork prices averaged $3.022 versus $2.940 last year. Wholesale pork cutout values reached $94.40 per cwt Wednesday, their highest value in two years. The high pork prices are positive for beef because they are helping to support wholesale beef prices and are keeping beef competitive with pork in the grocery store, say analysts.
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