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CORN STOCKS TIGHTER THAN EXPECTED
Chad Spearman
CattleFax- April 2014

This week’s quarterly Grain Stocks report indicated
that U.S. corn stocks were tighter than expected as
of March 1, 2014,
which
means
projected
U.S.
corn stocks to
use levels will
likely tighten in
the April WASDE
report.
U.S. corn stocks
in all positions
totaled 7.006 billion bushels as of
March 1, 2014, up sharply from last year’s 5.400
billion bushels, but more than 100 million bushels
lower than average pre-report trade estimates.
As a percentage of the total reported stocks, 55
percent were on-farm and 45 percent off-farm.
The quarterly Grains Stocks total provides a periodic “balancing” of the U.S. corn supply and demand situation. Total corn supply as well as food,
alcohol, industrial use and exports are already
known or readily estimated based on monthly/
weekly data reports. The stocks report provides
the corn balance as of March 1st and thus determines the amount of unknown disappearance,
a.k.a feed and
residual usage.
Based on the
stocks report, total U.S. corn disappearance for
the first half of
the 2013/14 corn
market year is estimated at 7.762
billion
bushels,
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up from 6.452 billion the year prior. Based on this
disappearance, feed and residual usage for the
first half of the year was approximately 3.859 billion
bushels, up from 3.164 billion the year prior and
the largest level since the 2007/08 market year. As
a result, the USDA is expected to leave projected
feed and residual usage at 5.300 billion bushels
in the WASDE report on April 9th. If feed and residual usage is truly overstated as anticipated, we
will not know until the June or September reports.
However, with no new-found corn bushels as anticipated, the USDA is likely to revise projected
corn exports even higher than the current 1.625
billion bushels.
Bottom
Line:
The USDA’s current feed and
residual projection has been
justified by the
Grain Stocks report. Feed and
residual
levels are still expected to be
revised lower from current levels – but it may be
months from now. Therefore 2013/14 corn stocks
to use level s may be revised lower, toward 10.5
percent in April, due to increased exports. Focus is
expected to shift to new crop planting conditions
and production potential. Spot corn futures are
expected to remain between $4.65 and $5.20/
bushel into late spring. The opportunity to build
carryover into the 2014/15 market year, and thus
downside price risk sub-$4.50/bu will hinge on
planting pace/production potential.
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SUPPLY AND DEMAND

DEMAND REMAINS STRONG
The Choice boxed beef cutout closed the
week $.27 firmer, while Selects declined by
$2.10 over the same period. Asking prices
were mixed by cut, but the still limited production is keeping buyers in the marketplace.
Prices have pushed higher in the wholesale
and retail markets over the past month. While
much of the increase is attributed to light production as well as trimmings, which have kept
the end items stout, so far consumer demand
appears to handling the increases. With pork
prices increasing rapidly as well, consumers
may become resigned to facing higher protein prices this spring.
Next Week: End cuts and trimmings will remain under pressure but could be partially
offset by firmer middles. Prices for Choice
boxes are expected to sell between $237 and
$242, Selects from $230 to $235.
Duane Lenz

NEWS FLASH: FLORIDA CHOSEN TO HOST 2015 WAGYU CONFERENCE
DO YOU KNOW BEEF? 							

FLANK STEAK USED FOR LONDON BROIL & UK MCDONALD’S
The flank steak is a beef steak
cut from the abdominal muscles of the cow. A relatively long
and flat cut, flank steak is used
in a variety of dishes including
London broil and as an alternative to the traditional skirt steak
in fajitas. It can be grilled, panfried, broiled, or braised for increased tenderness. In the United Kingdom McDonald’s uses
“100% forequarter and flank” in
its burger patties.

ALABAMA RANKS 16TH IN
BEEF COWS & HOME TO
THE MOOSEUM
Alabama Christian Academy
is headquartered in a beautiful building located on Capitol
Hill in downtown Montgomery.
The two million-dollar facility includes an one-of-its-kind MOOseum which tells the story of the
beef cattle industry in the state.
Over 5,000 school children tour
the MOOseum each year learning and the state’s cattle industry and the importance of beef
as a food.

www.beef2live.com

WHAT IS CHURRASCO?
Churrasco is a Portuguese
and Spanish term referring to
beef or grilled meat more generally, differing across Latin
America and Europe, but a
prominent feature in the cuisine
of Uruguay, Brazil, Bolivia, Argentina, Chile, Colombia, Guatemala, Nicaragua and other
Latin American countries. The
related term churrascaria (or
churrasqueria) is mostly understood to be a steakhouse.
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RANCHER WINS ‘GRAND CHAMPION’
AWARDS AT HOUSTON SHOW
Grace Gaddy
Palestine Herald-Press

For one local rancher who entered the Houston
Livestock Show and Rodeo this year, a title was
at stake – or should we say steak?
For the second year in a row, Gary Yamamoto,
owner of Gary Yamamoto Genetics in Anderson County, walked away with the overall grand
champion title for senior bull in the Wagyu Kobe
breed division – beating out more than 60 other
Wagyu cattle.
As a bonus, for the first time, he won overall
grand champion in the cow/calf pair for the Wagyu breed as well.
Ranch Manger Tim Conrad said Yamato entered eight head of cattle in the annual event
this March, which is the world’s largest livestock
show. Five of those entries were “graded prime”
– a high honor according to Conrad – but this
is the first year two of Yamato’s entries walked
away with the highest title in the Wagyu breed,
one that Conrad said is not as common in the
United States.
“They’re just a special breed of cow – that’s
where all your high-dollar steaks come from,”
Conrad said “Kobe beef, that’s the tender meat,
the prime meat.”
The Wagyu breed, originally from Japan, is genetically predisposed to produce a high percentage of oleaginous unsaturated fat, making
its meat of higher quality and worth a pretty penny. Conrad said that the Yamamoto ranch, formerly known as Gary Yamamoto Custom Beef,
now collects semen to raise herd sires.
“We went straight genetics and got out of the
beef end of it,” he said.
Also during the show, Conrad said he entered a
junior bull that won the reserved grand champion junior bull title, which is runner-up to the overall title.
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“It’s pretty exciting for us,” Conrad said. “And
winning senior bull two years in a row is pretty
good.”
The Houston Livestock Show and Rodeo is dedicated to benefiting youth. Since the show’s beginning in 1932, the event has contributed more
than $330 million to scholarships, research, endowments, junior show exhibitors and other educational and youth programs.
According to their website, the “Houston Livestock Show and Rodeo was organized for charitable, educational and scientific purposes to encourage and promote the breeding, raising and
marketing of better livestock and farm products
at public fairs, and to promote and maintain research and educational functions within the livestock industry.”
A NOTE FROM THE
EXECUTIVE DIRECTOR
“We’re not going to grow the wagyu business as long as the seed stock operations
are just selling back and forth to each
other.” Michael further points outs that of all the
Wagyu in Australia only about 10% are full blood.
It’s percentage cattle and purebreds that grow
the breed. We need to expand our efforts to the
commercial beef industry and the way we can
do that is by increasing the numbers. Something
to think about!

AWA STATISTICS-Q1
MEMBERSHIP
Current: 365
New: 38
Overseas: 37

REGISTRATIONS
Total Registrations: 633
Full Blood: 349
Pure Bred: 197

WEBSITE DATA (Since Dec. 2012)
VISITS: 95,000
PAGEVIEWS: 254,238
Mobile Device Usage: Up 140% since 2013
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BIG INCREASE IN RETAIL BEEF PRICE
Michael Murphy
CattleFax March 2014

The USDA reported retail meat prices for the
month of February this week, and the All Fresh
retail beef price had a huge increase of nearly
5 percent compared to the month of January,
from $5.04 to $5.28. The retail pork price was down
$0.03/lb. and the broiler price was up $0.02/lb.
The significant increase in the beef price did not
come as a surprise, as the composite beef cutout went up nearly 20 percent from the middle of
December to the January high. Since then both
beef and fed cattle values have spent considerable time in the mid to upper $230’s basis the
beef cutout, and upper $140’s basis fed cattle
prices.
The long-term trend for retail beef prices has
been up, and based on seasonality within a year,
retail prices should continue higher, on average,
from the February price during the remainder of
2014. Since 1988 there are only two years (1996
and 2009) that the All Fresh retail beef price did
not move higher sometime during the rest of the
year from the February price level. Based on
where retail prices are in February and the seasonal index, it would not be unexpected if retail
prices push a nickel to a dime higher during the
second quarter, especially knowing that the fed
and wholesale beef market has been sustained
at a higher level during the first quarter. Furthermore, after a significant move like the market has
experienced in the last month, it would be a rare
occurrence for retail prices to trade significantly

lower during the year. The average decline in
price from the February high would be 1 percent.
Given the tight supply forecast for both beef and
pork, a decline in retail prices is not likely.
Looking at the fed cattle price as a percentage of the retail beef price, there is a strong
seasonal to this margin relationship – typically
the retailer’s beef margin is squeezed during the
winter/spring before improving into the summer.
This is a reflection of fed cattle and wholesale
beef prices that transition lower into summer. A
seasonal shift in margin would result in the fed
cattle being supported near $130 for a summer
low. If for some reason the retailer captures more
margins, there would be greater risk to the fed
market. However, the current retail beef price to
retail pork price is at the second widest level in
history. This is not expected to last long, as retail
pork prices will be moving higher during the next
few months following the lead of the pork cutout
which has gone up 30 percent in the last thirty
days. Knowing that retail pork prices are going to
go up significantly will be supportive to retail beef
margins this summer.
Bottom Line: Based on the seasonal trend in retail beef prices and the seasonality of the fed to
retail margin, the fed cattle market is expected
to trade in a range from $130 to $150/cwt for the
year.
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