Beef Margin Watch: June @ CIH

Cattle futures continued to move to new contract highs over the first half of June as ongoing tight cattle supplies
provide support to the market. Last week, the 5-Area live cash cattle fed price of $237.92/cwt. was a new all-
time high even adjusting for inflation, up 0.9% from a week ago and 23.9% above last year. The Choice Beef
cutout price of $373.67/cwt. was up 2.2% from the prior week and 17.4% above a year ago, but while packers
are raising prices and have had success extracting value from less expensive cuts like chucks, rounds and ground
beef compared to higher value items like ribeyes and tenderloins, margins are deeply in the red and a difficult
environment for packers who must delicately balance reduced plant shifts and maintaining commitments to
major customers. Since the last week of August, gross packer margins have averaged around $150/head, well
below the $300+ to stay profitable. USDA’s June WASDE report further revised down projected 2025 beef
production by 65 million pounds to 26.425 billion, 2.3% below last year to reflect the recent decline in fed cattle
slaughter. Higher fed cattle weights of more than 3% above a year ago through May have partially offset lower
slaughter runs, and this trend may help to offset much of the decline in slaughter through Q3. Another factor
has been increased imports with USDA increasing their estimate for 2025 by 115 million pounds from the May
projection due to the surge in shipments from Australia and Brazil during March and April. If demand falters
during Q3 as domestic spending slows down with the start of the new school year, it may prove difficult for both
cattle and beef prices to maintain current levels. Our clients continue to maintain cattle hedges on new
inventory with flexible strategies given ongoing tight market supplies.

USDA 5-Area Live Fed Cattle Cash Report:
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Date Value Change % Change 1yr Diff.
Week of Jun 16 237.92 +2.06 +0.87% +23.9%
Week of Jun 9 235.86 +5.85 +2.54% +25.29%
Week of Jun 2 230.01 +3.22 +1.42% +21.94%
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The information contained in this publication is taken from sources believed to be reliable, but is not guaranteed by Commodity & Ingredient Hedging, LLC, nor any affiliates, as to accuracy or completeness,
and is intended for purposes of information and education only. Nothing therein should be considered as a solicitation to trade commodities or a trade recommendation by Commodity & Ingredient Hedging,
LLC. All references to market conditions are current as of the date of the presentation. Futures and options trading involves the risk of loss. Past performance is not indicative of future results. Please visit
www.cihmarginwatch.com to subscribe to the CIH Margin Watch report.
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