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Who Wants it the Most? 

Paying high prices for things you like is about as enjoyable as visits to the dentist, but high prices do 
reveal how much you like that item. High prices cause an individual to order their preferences for 
various goods because each person only has so much money. If price increases don’t result in decreased 
purchases of the good, then one’s demand for that good is fairly inelastic, to use the economic term for 
changes in price that have small impacts on quantity demanded.  

A market is simply the sum of individuals and their respective ability and willingness to pay for certain 
products. So far this year, the demand for beef has been very strong even beef prices set multiple 
records. Part of the explanation for this reflects inelastic nature of beef demand. Consumers may very 
well be shifting some of their total budget to maintain current beef consumption levels due to their 
preferences. Even with a downturn in U.S. economic activity in the first quarter of 2014, the Livestock 
Marketing Information Center’s retail all fresh beef demand index was even in the first quarter of this 
year compared to the same quarter in 2013. This index showed an improvement in the second quarter 
relative to the same period a year ago even though beef prices marched higher.  

Combined with the strong domestic demand for beef, export shipments of U.S. beef have also been up 
this year. Through June, U.S. beef exports are 4.7% higher for the year and 16% higher than the five year 
average. Given the price increases seen domestically, the expectation was that foreign consumers would 
find other sources to fill their demand for beef, but that’s not necessarily been the case. U.S. exports of 
pork and poultry are also higher this year and reducing domestic availability of these meats. Although 
pork and poultry production has increased this year, the increases are less than initially forecast. The 
less than expected production for those species has been somewhat supportive of beef prices as the 
market tried to ration all available protein sources in the near term. 

Expectations can also alter what consumers are willing to pay for goods. During the recession from a few 
years ago, consumers adjusted their purchasing patterns to what they likely perceived to be a short-run 
situation. Beef demand declined during that time period but has improved to pre-recession levels or 
higher. For the past few years, media stories have prepared consumers for the current high prices of 
meat. Improved economic security among consumers may be contributing to their willingness to pay 
more as well as a general unwillingness to alter their existing preferences for beef and other meats. 
Information from the Food Demand Survey (FooDS) from Oklahoma State University seems to suggest 
this may be the case as consumers’ willingness to pay for hamburger, steak, chicken breasts, and pork 
chops are have experienced year-over-year increases over the past three months. 

More about what happened with current levels of beef demand will be answered in the future due to 
the difficulty of measuring demand in real time. With beef prices showing little sign of a significant 
pullback, the question of who wants beef the most is relevant. Some consumers have likely reduced 
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consumptions levels already. Other consumers have more inelastic demand for beef. For those 
consumers with more inelastic demand, higher prices haven’t caused a change in their buying 
preferences and may not do so. As long as that’s the case, beef prices may continue to move higher. If 
that happens, it just underscores the cliché of higher prices being the cure for higher prices. 

August USDA NASS Cattle on Feed Report summary:  Pre-Report Estimates 

 1,000 head % of Prior Year Avg. Range 
Placed in July   1,560 92.6 90.6 86.3 – 95.0  
Marketed in July 1,787 90.7 92.0 90.5 – 95.0 
On Feed August 1  9,837 98.1 97.5 96.9 – 98.3 
 

While this month’s report didn’t contain any major surprises, the estimates for the placements and total 
on feed did come on the high end of the pre-report estimates. The current Cattle on Feed report began 
in 1996, and, for the month of July, this month’s report featured the lowest estimates for placements 
and total on feed. Placements of cattle weighing less than 600 pounds were up 9% while the other three 
weight categories were down a combined 12.3%. Iowa and Nebraska were the only states to a show 
year-on-year increase in total placements during July. Total monthly on feed inventories have been 
lower than a year ago for 24 consecutive months. 

Cold storage inventories of beef, pork, and chicken were below year ago levels for the month of July. 
Beef stocks were down almost 21% compared to a year ago. 

Corn futures finished the week lower despite crop tours that are forecasting a national corn yield of 
approximately 169 bushels/acre and total production of just over 14 billion bushels. The yield estimate is 
about 2 bu/acre higher than the current USDA estimate. Rainfall and condition ratings continue to 
appear bearish for the corn market for the time being. Ethanol production has been slightly higher even 
though demand has softened somewhat.  

Live cattle futures were mainly lower on the week except for the nearby August contract. Weakness in 
the boxed beef cutout value put the market under pressure combined with technical trading. Feeder 
cattle futures were also lower on the week due to the lower live cattle futures.  

Cash fed cattle prices were mostly $2-3/cwt lower on the week on light to moderate demand and trade. 
Prices on a live basis ranged from $152/cwt to $153/cwt throughout the U.S, but there were a few sales 
on Friday in Colorado and Nebraska at $155/cwt. Dressed prices were $241/cwt to $242/cwt.  
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*Prices are for Medium and Large 1-2 Steers 
**Mississippi prices are for midpoint of 500-600 and 700-800 steers 
Note zero values in table represent no reported sales for that weight group. 
Source: USDA AMS 

 
Source: USDA AMS 
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Table 1.  Futures Prices  

  Live   Feeder       
Month Cattle Change* Cattle Change* Corn Change* 
August  $      151.85  1.25  $     216.10  -1.13     
September      $     210.90  -4.20 365 1/2 - 1/4 
October  $      147.00  -0.75  $     209.48  -4.83     
November      $     207.78  -5.88     
December  $      149.85  -1.05     371 1/2 -5 1/2 
January      $     203.18  -4.88     
February  $      150.98  -1.63         
March      $     204.50  -3.00 384 1/4 -6     
April  $      150.50  -1.82  $     204.90  -2.50     
May      $     204.83  -2.58 392     -6 3/4 
June  $      143.78  -3.42         
July         398 1/2 -7     

Source: DTN 
* Change is from the previous Friday’s close 
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Table 2.  State and National Market Information 

 
Source: USDA Agricultural Marketing Service, USDA National Agricultural Statistics Service and Livestock Marketing Information Center 
1 Note the placements numbers are lagged by one week prior to publishing. 

 

 

Commodity This Week Last Week Last Year
5 – Area Fed Steer Price

Live 152.82$          154.92$          124.54$          
Dressed 241.85$          243.65$          197.25$          

Oklahoma City Feeder Cattle Prices
5-5.5 cwt Med and Large #1 273.91$          268.16$          182.49$          
7.5-8 cwt Med and Large #1 220.49$          217.80$          155.99$          

Boxed Beef Cutout Values (weekly average)
600-900 lb Choice cutout 251.96$          257.35$          195.66$          
600-900 lb Select cutout 242.81$          250.25$          184.96$          

U.S. Pork Cutout Value 107.54$          116.00$          100.79$          
Georgia Dock Broilers 112.13$          112.12$          105.85$          
Georgia B/S Breasts 219.00$          215.50$          212.50$          
Georgia Leg Quarters 53.50$            55.00$            53.50$            
Meat production (million lbs)

Beef 477 465.5 506.8
Pork 424 429.7 447.5

Slaughter (1,000 head)
Cattle 590.0 577.0 635.8
Hogs 1,991              2,017              2,204              
Broilers/Fryers 162,716          157,754          157,671          

Average Dressed Weight
Cattle 810 809 799
Hogs 213 213 203

8/15/2014 8/8/2014 8/16/2013

Poultry Placements (in thousands)1

LA Broiler Egg Sets 3,817              3,787              3,621              
US Broiler Egg Sets 205,257          206,073          201,531          
LA Broiler Chick Placements 31,445            3,265              3,110              
US Broiler Chick Placements 168,899          169,233          166,850          
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