T ennessee Market Highlights

INSTITUTE OF AGRICULTURE

THE UNIVERSITY OF TENNESSEE

March 1, 2019
Number: 9

Trends for the Week
Compared to a Week Ago
Slaughter Cows

S1to $3 higher

Slaughter Bulls
$2 higher

Feeder Steers
Unevenly steady
Feeder Heifers
S1 to $3 higher

Feeder Cattle Index

Wednesday’s index: 139.94
Fed Cattle

The 5-area live price of $128.00
was up $3.02. The dressed price of
$202.51 was up $1.51

Corn

March closed at a $3.64 bushel,
down 11 cents since last Friday

Soybeans

March closed at $8.99 a bushel,
down 11 cents since last Friday

Wheat

March closed at $4.54 a bushel,
down 32 cents since last Friday

Cotton

March closed at 72.73 per |b, up
0.89 cents since last Friday

FED CATTLE: Fed cattle traded $3 higher
on a dressed basis compared to last week.
Dressed prices were mainly $205 while live
trade appeared set for $127 to $128.

The 5-area weighted average prices thru
Thursday were $128.00 live, up $3.02 from
last week and $202.51 dressed, up $1.51
from a week ago. A year ago prices were
$126.80 live and $204.29 dressed.

The April live cattle contract is running
more than a $9 premium to the June con-
tract and more than a $13 premium to the
August contract. At the same time, the fin-
ished cattle market is trading between a
negative $1 to negative $2 basis compared
to the April contract. Considering this sce-
nario, there is a large price gap to fill be-
tween now and the June contract. As likely
or as unlikely as it may seem that finished
cattle prices will decline $9 between April
and June, the market could actually have
more swing than what is being represented
by futures. Steer slaughter the first couple
of months of 2019 has been below previous
year levels which likely means there are
more animals waiting in the balance the
next few months.

BEEF CUTOUT: At midday Friday, the
Choice cutout was $220.97 up $1.02 from
Thursday and up $1.58 from last Friday. The
Select cutout was $216.69 up $1.42 from
Thursday and up $4.50 from last Friday. The
Choice Select spread was $4.28 compared
to $7.20 a week ago.

Commercial beef production in 2018 to-
taled 26.87 billion pounds which is an in-
crease of 680 million pounds (+2.6%) com-
pared to 2017. Similarly, pork production in
2018 increased 731 million pounds (2.9%)
compared to the previous year and totaled
26.31 billion pounds. These production val-
ues are expected to increase again in 2019
with the expected increase in slaughter
levels. The question is how will the market
react to increased red meat production?
The hope is that domestic demand remains
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strong and that favorable trade agreements
are established to continue moving beef
and pork internationally. While the markets
are at work, packers will be doing their best
to manage production in a way to support
wholesale beef prices. From the beef per-
spective, middle meats continue to provide
the underlying support for the Choice beef
cutout while end cuts, especially the chuck,
appear sluggish. How much gusto the
spring market has will be a good indicator
for what the rest of the year has in store.

OUTLOOK: Based on Tennessee weekly
auction market averages, steer prices were
unevenly steady compared to last week
while heifer prices were $1 to $3 higher
than a week ago. Slaughter cow prices were
$1 to $3 higher this week compared to last
week while slaughter bull prices were $2
higher. The long awaited January 1, 2019
Cattle Inventory report for the United
States cattle industry was released yester-
day. The survey of cattle producers indi-
cates all cattle and calves as of January 1
totaled 94.76 million head which isa 0.5
percent increase from one year ago. Beef
cow inventory increased nearly 1.0 percent
to 31.77 million head compared to 31.47
million head in 2018. Alternatively, dairy
cow inventory declined 0.8 percent com-
pared to a year ago and totaled 9.35 million
head. Heifers held as beef cow replace-
ments registered at 5.92 million head which
is a 3.0 percent decline from 2018. The re-
port is very much in line with general ex-
pectations for all classes of cattle. The near-
ly 300,000 head year-over-year increase in
beef cow inventory demonstrates that
cattle prices remain strong enough for pro-
ducers to continue expanding the herd, but
that producers are not nearly as optimistic
as they were a few years ago. The 183,300
head year-over-year decline in beef heifers
retained for replacement is an indication
that beef herd growth will continue to slow
moving through 2019. The next ten months
will be very telling for beef cattle producers
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as industry participants will be keeping an eye on beef cow and
heifer slaughter which could very well result in the beef cow
herd staying the same size moving into next year. Another key
value to make note of is the 2018 calf crop estimate of 36.4
million head which is 644,500 head larger than the 2017 calf
crop estimate. This provides some information on the increased
number of animals moving into the slaughter mix. The simple
explanation is a lot more beef will be produced in the United
States in 2019 compared to 2018. Domestic beef demand and
exports will determine cattle prices barring any unforeseen
circumstances.

ASK ANDREW, TN THINK TANK: A couple of questions have
come up this week about price risk management tools and how
certain tools can be used in cattle operations. The simple an-
swer to this question is there is Livestock Risk Protection insur-
ance for any size operation, futures contracts for operations
that can either fill a 50,000 pound feeder cattle contract or a
40,000 pound live cattle contract, and then there are forward
contracts if they can be had. For small cattle producers, there
are no good price risk management tools worth using or worth
the cost of the insurance. That does not mean there are not
some local opportunities when working with an individual, but
those opportunities are few and far between. Even though fu-
tures and options are not conducive to the little man, it is still
advantageous for a producer to educate him or herself on the
subject. This information may become useful when finding al-
ternative methods to price cattle.

Please send questions and comments to agriffl4@utk.edu or
send a letter to Andrew P. Griffith, University of Tennessee,
314B Morgan Hall, 2621 Morgan Circle, Knoxville, TN 37996.

FRIDAY® FUTURES MARKET CLOSING PRICES: Friday’s closing
prices were as follows: Live/fed cattle —April $129.55 -0.30;
June $120.43 +0.28; August $116.28 +0.38; Feeder cattle —
March $141.23 -1.65; April $145.05 -1.10; May $146.53 -0.73;
August $151.40 -0.20; March corn closed at $3.64 up $0.02
from Thursday.

Crop Comments by Dr. Aaron Smith

Overview

Corn, soybeans, and wheat were down; cotton was up for the week.

Prices for grains and oilseeds were down across the board as low exports
remain a major concern in grain markets. As of February 22, accumulated

exports of corn, soybeans and wheat were 5% above, 25% below, and 15%

below the five year average for this week in the marketing year. Similarly,

Previous Current Change
USD Index  96.41 96.44 0.03
Crude Oil 57.17 55.66 -1.51
DIJIA 26,032 26,016 -16

total export commitments (accumulated exports plus outstanding sales) as a

percent of total projected USDA marketing exports were: corn - 64% (5-year average of 71%), soybeans -76% (5-year average of
89%), and wheat - 81% (5-year average of 94%). The longer exports lag projections the more worries about higher domestic stocks
will weigh on markets.

February was a rough month for corn, soybean, cotton, and wheat futures prices. December corn opened the month at $4.00 %,
closed at $3.92, with a trading range of $3.91 % to $4.04 %. November soybeans opened the month at $9.59 %, closed at $9.43 %,
with a trading range of $9.38 % to $9.69 %. December cotton opened the month at 74.34, closed at 73.28, with a trading range of
72.25 to 74.68. July wheat opened the month at $5.26 %, closed at $4.66 %, with a trading range of $4.64 % to $5.35. Wheat had
the largest declines in spite of the lowest number of winter wheat acres planted in the US since the early 1900s. Global stocks and
export competition form the Black Sea region continue to depress wheat prices.

This week the project prices (spring prices) for crop insurance in Tennessee were set for corn, cotton, and soybeans. Corn price was
set at $4.00, up 4 cents compared to last year; cotton price was set at $0.73, down $0.03 cents compared to last year; and soybean
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price was set at $9.54, down $0.62 compared to last week. With projected prices set it is important to finalize crop insurance deci-
sions prior to March 15. Working with a qualified crop insurance professional to analyze the products and options that best man-
age your operations risk is strongly advised.

Corn

Ethanol production for the week ending February 22 was 1.028 million barrels per day, down 32,000 from the previous week. Etha-
nol stocks were 23.709 million barrels, down 204,000 barrels. Corn net sales reported by exporters from February 15-21 were 48.8
million bushels for the 2018/19 marketing year and 4.7 million bushels for the 2019/20 marketing year. Exports for the same time
period were 30.3 million bushels. Corn export sales and commitments were 64% of the USDA estimated total annual exports for
the 2018/19 marketing year (September 1 to August 31) compared to a 5-year average of 71%. Across Tennessee, average corn
basis (cash price-nearby futures price) weakened at Northwest Barge Points and Northwest Tennessee and strengthened at Mem-
phis and Upper-middle Tennessee. Overall, basis for the week ranged from 1 under to 25 over the March futures contract with an
average of 9 over the March futures at the end of the week. March 2019 corn futures closed at $3.64, down 11 cents since last Fri-
day. For the week, March 2019 corn futures traded between $3.57 and $3.78. May 2019 corn futures closed at $3.73, down 11
cents since last Friday. Mar/May and Mar/Dec future spreads were 9 and 30 cents.
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In Tennessee, September 2019 corn cash forward contracts averaged $3.80 with a range of $3.53 to $3.95. December 2019 corn
futures closed at $3.94, down 7 cents since last Friday. Downside price protection could be obtained by purchasing a $4.00 Decem-
ber 2019 Put Option costing 29 cents establishing a $3.71 futures floor.

Soybeans

Net sales reported by exporters were 80.7 million bushels for the 2018/19 marketing year and 0.007 million bushels for the
2019/20 marketing year. Exports for the same period were 83.4 million bushels. Soybean export sales and commitments were 76%
of the USDA estimated total annual exports for the 2018/19 marketing year (September 1 to August 31), compared to a 5-year av-
erage of 89%. Average soybean basis strengthened or remained unchanged at Northwest Barge Points, Northwest, and Upper-
middle Tennessee and weakened at Memphis. Basis ranged from 46 under to 6 over the March futures contract at elevators and
barge points. Average basis at the end of the week was 23 under the March futures contract. March 2019 soybean futures closed
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at $8.99, down 11 cents since last Friday. For the week, March 2019 soybean futures traded between $8.88 and $9.21. March soy-
bean-to-corn price ratio was 2.47 at the end of the week. May 2019 soybean futures closed at $9.11, down 12 cents since last Fri-
day. Mar/May and Mar/Nov future spreads were 12 and 46 cents.

In Tennessee, October/November 2019 soybean cash contracts average $9.11 with a range of $8.79 to $9.36. November 2019 soy-
bean futures closed at $9.45, down 9 cents since last Friday. Downside price protection could be achieved by purchasing a $9.60
November 2019 Put Option which would cost 56 cents and set a $9.04 futures floor. Nov/Dec 2019 soybean-to-corn price ratio was
2.40 at the end of the week.

Cotton

Net sales reported by exporters were 85,500 bales for the 2018/19 marketing year and 12,100 bales for the 2019/20 marketing
year. Exports for the same time period were 345,700 bales. Upland cotton export sales were 86% of the USDA estimated total an-
nual exports for the 2018/19 marketing year (August 1 to July 31), compared to a 5-year average of 85%. Delta upland cotton spot
price quotes for February 28 were 68.32 cents/Ib (41-4-34) and 70.07 cents/Ib (31-3-35). Adjusted World Price (AWP) increased
0.87 cents to 62.67 cents. March 2019 cotton futures closed at 72.73, up 0.89 cents since last Friday. For the week, March 2019
cotton futures traded between 70.85 and 72.73 cents. Mar/May and Mar/Dec cotton futures spreads were 1.12 cents and 1.05
cents. May 2019 cotton futures closed at 73.85, up 0.84 cents since last Friday.
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December 2019 cotton futures closed at 73.78, up 0.27 cents since last Friday. Downside price protection could be obtained by
purchasing a 74 cent December 2019 Put Option costing 4.41 cents establishing a 69.59 cent futures floor.

Wheat

Wheat net sales reported by exporters were 17.5 million bushels for the 2018/19 marketing year and 2.2 million bushels for the
2019/20 marketing year. Exports for the same time period were 24.5 million bushels. Wheat export sales were 81% of the USDA
estimated total annual exports for the 2018/19 marketing year (June 1 to May 31), compared to a 5-year average of 94%. March
2019 wheat futures closed at $4.54, down 32 cents since last Friday. March 2019 wheat futures traded between $4.40 and $4.90
this week. March wheat-to-corn price ratio was 1.25. Mar/May and Mar/Jul future spreads were 3 cents and 9 cents. May 2019
wheat futures closed at $4.57, down 34 cents since last Friday.
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In Tennessee, June/July 2019 wheat cash contracts ranged from $4.58 to $5.08 for the week. July 2019 wheat futures closed at
$4.63, down 32 cents since last Friday. Downside price protection could be obtained by purchasing a $4.70 July 2019 Put Option
costing 32 cents establishing a $4.42 futures floor.

Additional Information:
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If you would like further information or clarification on topics discussed in the crop comments section or would like to be added to our free email
list please contact me at aaron.smith@utk.edu. P

Prices Paid to Farmers by Elevators

Friday, February 22, 2019 — Thursday, February 28, 2019
Friday Monday Tuesday Wednesday Thursday
Low High Low High Low High Low High Low High
——————————————————————— $/bushe| -———"———m - — — — ——————
No. 2 Yellow Soybeans
Memphis _ 8.98-9.04 8.90-8.98 8.92-8.98 8.90-8.92
N.W. B.P. 8.99-8.99 9.00-9.00 —_—— —_—— 8.78-9.03
N.W.TN 8.66-8.69 8.66-8.70 _ _ 8.53-8.61
Upper Md. 8.77-8.91 8.77-8.90 —_—— —_—— 8.76-8.90
Yellow Corn
Memphis —— 3.83-3.96 3.78-3.91 3.81-3.89 3.78-3.87
N.W. B.P. 3.88-3.89 3.84-3.85 —_—— —_—— 3.68-3.75
N.W.TN 3.75-3.83 3.70-3.83 —_ —_ 3.61-3.71
Upper Md. 3.77-3.81 3.75-3.76 —_—— —_—— 3.68-3.80
Wheat
Memphis _ _ _ _ _
Cotton
Memphis 68.51-70.26 68.60-70.35 67.52-69.27 67.86-69.61 68.32-70.07
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Prices on Tennessee Reported Livestock Auctions for the week ending March 1, 2019

This Week Last Week Year Ago
Low High Weighted Average Weighted Average Weighted Average
—————————————————————— Sfewt——————— — — — — — —
Steers: Medium/Large Frame #1-2
300-400 Ibs 140.00 192.50 167.22 165.72 186.18
400-500 Ibs 147.00 175.00 161.44 159.28 178.54
500-600 Ibs 135.00 165.00 152.20 152.52 164.42
600-700 Ibs 124.00 146.00 137.22 137.38 150.66
700-800 Ibs 120.00 142.00 130.18 128.00 140.06
Steers: Small Frame #1-2
300-400 Ibs 155.00 162.50 159.90 145.11 173.36
400-500 Ibs 137.50 150.00 145.09 147.26 167.27
500-600 Ibs 132.50 134.00 133.55 134.96 147.60
600-700 Ibs _ _ —_ —_ —_
Steers: Medium/Large Frame #2-3
300-400 Ibs 117.00 180.00 157.06 154.63 169.88
400-500 Ibs 133.00 159.00 149.87 143.51 163.04
500-600 Ibs 132.00 152.00 140.32 135.57 145.89
600-700 Ibs 120.00 134.00 123.92 125.46 139.11
700-800 Ibs 117.00 128.00 124.23 110.98 126.76
Holstein Steers
300-400 Ibs _ _ —_ —_ —_
500-600 Ibs —_——— —_——— —_——— —_——— 80.34
700-800 Ibs _ _ —_ 64.09 —_
Slaughter Cows & Bulls
Breakers 75-80% 52.00 63.50 57.72 56.97 61.62
Boners 80-85% 51.00 67.00 59.31 56.89 62.96
Lean 85-90% 40.00 55.00 47.77 45.04 54.17
Bulls YG 1 72.00 85.00 79.86 77.68 86.99
Heifers: Medium/Large Frame #1-2
300-400 Ibs 123.00 157.50 140.19 134.70 157.27
400-500 Ibs 120.00 143.00 133.95 130.78 149.08
500-600 Ibs 115.00 139.00 128.68 126.56 140.60
600-700 Ibs 104.00 130.00 119.78 117.73 131.21
Heifers: Small Frame #1-2
300-400 Ibs 134.00 150.00 140.22 133.32 145.38
400-500 Ibs _— _ _— 119.04 131.23
500-600 Ibs 108.00 126.00 119.66 112.03 —_
600-700 Ibs 112.50 113.00 112.66 106.17 _—
Heifers: Medium/Large Frame #2-3
300-400 Ibs 116.00 150.00 134.33 130.42 141.03
400-500 Ibs 117.00 138.00 128.41 126.12 141.06
500-600 Ibs 108.00 130.00 123.88 116.48 130.48
600-700 Ibs 96.00 121.00 115.07 110.90 120.83
Cattle Receipts: This week: 4,400 ((9) Week ago: 4,694 (9) Year ago: 7,368 (10)
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Futures Settlement Prices: Crops & Livestock

Corn: https://www.cmegroup.com/trading/agricultural/grain-and-oilseed/corn.html

Soybeans: https://www.cmegroup.com/trading/agricultural/grain-and-oilseed/soybean.html

Wheat: https://www.cmegroup.com/trading/agricultural/grain-and-oilseed/wheat.html

Soybean Meal: https://www.cmegroup.com/trading/agricultural/grain-and-oilseed/soybean-meal.html
Cotton: https://www.theice.com/products/254/Cotton-No-2-Futures/data?marketld=5352193

Live Cattle: https://www.cmegroup.com/trading/agricultural/livestock/live-cattle.html

Feeder Cattle: https://www.cmegroup.com/trading/agricultural/livestock/feeder-cattle.html

Lean Hogs: https://www.cmegroup.com/trading/agricultural/livestock/lean-hogs.html
Class Il Milk: https://www.cmegroup.com/trading/agricultural/dairy/class-iii-milk.html
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https://www.cmegroup.com/trading/agricultural/dairy/class-iii-milk.html

Graded Sales, Video Board Sales, Video Sales & Loads

East TN Livestock Center-February 27, 2019

Video lot of one load out of 85 steers black/bwf from BQA certi-

fied 95% L&M #1, 5% L&M #2 medium flesh weighing avg.

825lbs sold for $139.50 per cwt

Hardin County Stockyard-February 27, 2019
62 steers, 889lb, Med &Lg 1, Blk/BWF, Red/RWF CHX, 5-6

flesh,
$130.50

Self-Reported and Self-Graded Livestock Markets

N H K M &N Mwgstock Producers—Fayetteville
Receipts: 229 (110 graded & grouped)

Steers: Med & Lg 1-2

300-400 Ibs 167.00-167.50
400-500 Ibs 156.00-165.00
500-600 Ibs 148.00-158.50
600-700 Ibs 133.50-149.00
700-800 Ibs 123.50-127.50

Bulls: Med & Lg 1-2
400-500 Ibs 156.00-159.00
500-600 Ibs 152.00
600-700 Ibs 114.00-124.00
700-800 Ibs 120.00

Heifers: Med & Lg 1-2
300-400 Ibs 142.00-145.00
400-500 Ibs 129.50-140.50
500-600 Ibs 120.00-125.00
600-700 Ibs 118.00-123.00
700-800 Ibs 113.00-118.00
800-900 Ibs 97.00

02/26/19 TN Livestock Producers - Fayetteville
Receipts: 335 (159 graded & grouped)

Steers: Med & Lg 1-2
300-400 Ibs 162.00-170.00
400-500 lbs 147.00-154.00
500-600 Ibs 139.00-149.00
600-700 Ibs 126.00-133.00
700-800 Ibs 125.00-130.00
800-900 Ibs 124.00

Bulls: Med & Lg 1-2
400-500 Ibs 150.00-155.00
500-600 Ibs 145.00-153.00
600-700 Ibs 129.00

Heifers: Med & Lg 1-2
300-400 Ibs 139.00-147.00
400-500 Ibs 130.00-139.00
500-600 Ibs 127.00-135.00
600-700 Ibs 119.00-127.00
700-800 Ibs 114.00-116.00
800-900 Ibs 99.00

Graded Sheep and Goat Sale

Columbia graded Sheep and Goat Sale

Weighted average Report for 02/25/2019

Receipts: 454 (351 goats; 103 sheep) Last Sale: 265
For complete report:
https://www.ams.usda.gov/mnreports/nv_1s320.txt
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