Cattle Cycle and Prices — February 20, 2009 Matthew Diersen”

Below are several charts showing long run prices and inventory trends. The increased volatility
in prices is evident when looking at the last half decade. Price levels and seasonal variability are
evident across classes of cattle. While the national inventory has fluctuated recently, the
inventory in South Dakota has been stable over the past seven years. The national cattle cycle
has contracted substantially during the recent period of sharply higher corn prices. The USDA
baseline projections have inventories declining until 2013.

Beef replacement heifers are at levels seen during the bottom of the last cycle. Farmer
demographics and land control may also be smoothing out some of the historic shifts in cycles.
The main surprise in the Cattle report was the revision of inventories of feeder cattle outside of
feedlots. The USDA revised the 2008 level lower, which made the 2009 inventory level more
consistent with lower on-feed numbers. Regardless of the source, the sharply lower supplies of
feeder cattle support higher prices in the second half of 2009.

Following the charts are tables of cash prices, futures prices, and basis calculations for live cattle,

feeder cattle, stocker cattle and cull cows. Note the various weight changes in the feeder cattle
prices, which correspond to changes in the futures contract specifications over time.
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" Diersen is an associate professor in the Department of Economics at South Dakota State University. Contact him
at 605-688-4864 or matthew.diersen@sdstate.edu with questions or comments.
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Long-run South Dakota Cattle Inventory
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HEIFERS HELD AS BEEF
COW REPLACEMENTS
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Live Cattle Futures, Monthly Average of Nearby Contract (¥cwt.)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

1995 73.75 7416 7045  66.90 60.89 6331 63.26 6257 6493  66.02 68.00 67.45
1996 65.11 64.12 6357 5981 5084 6325 66.34 69.00 7254  70.74 67.34  66.02
1997 65.12 66.78 6846  67.73 6539 6441 65.84 66.85 6823 67.61 66.85  66.68
1998 65.17 6331 6476 67.04 66.60 6446  62.31 5079 6031 63.10 6328 60.23
1999 62.26 6460 6724  66.65 6260 6550 63.80 6565 6719  70.68 6858  69.29
2000 70.03 7009 7257 7321 6816 6853  67.07 66.47 6779  69.87 7249 7700
2001 7842 8069 7901 7753 7222 7323 73.72 7136 7023 66.88 65.88  65.69
2002 71.40 7303 7282 67.18 6217 6287  68.07 65.07 68.78  68.40 7346 7444
2003 80.56 8061 7468  77.60 7371 7380 73.37 7980 8614 97.%5 9547  92.09
2004 77.18 7720 7939 8314 8352 8388 85.4 8492 8450 86.71 8568  88.32
2005 89.88 89.92 88.89 94.79 85.62 83.00 79.37 80.78 85.70 89.49 91.46 94.07
2006 9543 91.34 83.85 80.65 76.87 81.56 84.08 87.14 90.72 89.40 86.60 86.88
2007 91.55 93.34 98.30 98.07 92.35 89.06 91.93 92.65 96.21 94.92 95.39 93.28
2008 92.09 92.00 90.04 89.58 94.13 95.99 99.79 10156 102.03 91.77 89.50 84.77

Note: The data reflect the average of the daily closes.

Sioux Falls Price - Slaughter Steers, Choice 2-4, 1100-1300# ($/cwt.)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

1995 69.54 70.16 6836  65.53 6243 6262 6132 60.89 6138 62.06 65.07  65.35
1996 63.29 6150 6097 58.19 5837 6011 62.81 6515 6852  70.03 7190 68.04
1997 64.84 6353 6649 67.26 6763 6450 64.42 6534 6463  65.69 66.13  65.08
1998 63.68 60.20 59.92 63.14 65.27 62.81 59.10 58.12 57.64 59.11 60.27 57.80
1999 59.11 60.04 63.21 64.13 63.75 65.10 62.25 64.63 65.25 68.63 69.88 69.15
2000 67.06 67.31 70.95 7344 72.45 69.56 67.28 63.93 63.50 67.75 69.60 74.88
2001 76.40 77.69 79.25 78.13 75.80 75.63 71.% 69.30 68.63 66.35 63.19 64.19
2002 66.85 69.75 70.75  68.56 6585 6363 614 6220 6381 64.60 67.33 7058
2003 75.30 7644 7588  79.05 7813 7575  75.63 7994 8881 100.35 10500 92.38
2004 82.38 7788 86.70 8844 89.75 8800  83.69 8350 8170 82.4 8L75 8595
2005 88.50 86.25 9065 9231 8888 8400 79.44 7830 8465 86.4 8958 91.25
2006 93.81 8931 8585 8131 81.33 8175 80.89 8400 8700 85.8 8381  84.13
2007 86.42 8944 9531  95.75 9510 8625 87.75 8930 9100 89.08 90.75  89.50
2008 88.50 8875 8713  87.80 9106 9100 95.3% 96.63 9431  85.40 8550  82.00

Source: USDA-AMS. Note: 2004 prices are for Choice 2-3, 1300-1500¢.

Sioux Falls Live Cattle Basis ($/cwt.)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1995 -4.21 -4.00 -2.09 -1.37 154 -0.69 1% -168 -3.55 -3.% -2.93 -2.10
1996 -1.82 -2.62 -2.60 -1.62 -1.47 -3.14 -3.53 -3.85 -4.02 -0.71 4.56 2.02
1997 -0.28 -3.25 -1.97 -047 224 0.09 -1.42 -1.51 -3.60 -1.92 -0.72 -1.60
1998 -1.49 -311 -4.84 -3.90 -1.33 -1.65 3.2 -1.67 -2.67 -3.9 -3.01 -243

1999 -3.15 -4.56 -4.03 -2.52 115 -0.40 -1.55 -1.02 -1.94 -2.06 130 -0.14
2000 -2.97 -2.78 -1.62 0.23 4.29 1.03 0.21 -2.54 -4.29 -2.12 -2.89 -2.12
2001 -2.02 -3.00 0.24 0.60 358 240 -1.78 -2.06 -1.60 -0.53 -2.69 -1.50
2002 -4.55 -328 -2.07 1.38 3.68 0.76 -6.63 -2.87 -4.97 -3.80 -6.13 -3.86
2003 -5.26 -4.17 1.20 1.45 4.42 1.95 2.26 0.14 2.67 3.10 9.53 0.29
2004 5.20 0.68 731 5.30 6.23 412 -1.75 -1.42 -2.80 -4.27 -3.93 -2.37
2005 -1.38 -3.67 1.76 -248 3.26 1.00 0.07 -2.48 -1.05 -3.06 -1.88 -2.82
2006 -1.62 -2.03 2.00 0.66 4.46 0.19 -3.19 -314 -3.72 -3.52 -2.79 -2.75
2007 -5.13 -3.90 -2.99 -2.32 275 -2.81 -4.18 -3.35 -5.21 5.8 -4.64 -3.78
2008 -3.59 -325 -291 -1.78 -3.07 -4.99 -4.44 -4.93 -1.72 -6.37 -4.00 2,77

Note: The data reflect the difference between the monthly Sioux Falls' slaughter cattle price and the monthly

average of the nearby live cattle futures prices.
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South Dakota Stocker Cattle Prices, Monthly Averages ($/cwt.)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1993 94.85 9540 9862 100.54 99.74 9854  96.27 9531 9408 93.34 9158  90.39
194 92.46 9407 96.80 9543 89.07 8299 8291 8369 8007 77.98 80.24  80.27
1995 82.97 8267 8112 78.88 7520 7318 69.93 6814 6498 6532 64.36  63.96
1996 61.29 6146 6162 5857 5716 5867  59.62 6218 63.04 63.48 6540  65.55
197 7131 7794 8355  85.93 87.72 86.69  89.76 8795 8697 86.3L 84.88  85.05
1998 92.03 9091 9210 93.72 9140 8585 74.81 76.83 7328 80.72 7821  79.04
1999 85.19 86.71 8644  86.99 86.36 9190 89.01 9217 9147  93.90 9396  98.77
2000 10187 10207 10490 10647 10445 106.78 102.65 9852 100.96 103.82 10241 102.30
2001 10327 10215 10469 10730 10673 113.00 108.55 10539 10024  98.46 9510 99.25
2002 10045 10177 10097  95.98 9491 9276  87.93 9166 9304 87.77 8894  94.80
2003 94.20 9336  96.84 99.02 10341 10561 101.47 107.21 11213 112,71 11138 111.63
2004 11080 10825 11459 11722 12388 13557 133.68 141.20 12981 126.50 12159 122.32
2005 12577 12834 13510 13899 13913 14262 130.68 130.80 13400 13536 13685 136.84
2006 14059 13806 136.10 13146 13054 13167 13442 13357 13713 12349 11316 115.15
2007 11322 11892 12438 12914 12880 13243 128.78 12855 12816 122.93 12000 120.19
2008 11732 12380 12293 11980 12279 13234 126.33 12095 11317 107.98 10594 102.55
Note: The data reflect a weighted average of 5-6004# No. 1 medium and medium and large steers
CME Feeder Cattle Index ($/cwt.)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1993 87.09 8538 8493 8514 8583 8714 87.87 87.74 8681 8524 84.14 8342
194 83.34 8181 8151  80.00 7514 7356 75.9% 7791 7399 7235 7434 7542
1995 76.23 7306 6810 64.99 6382 6539 66.10 6597 6540 66.21 6533 6543
1996 60.14 5743 5613  52.83 5363 5914 614 6274 6394 63.5 6456  65.18
197 68.53 69.22 6883  70.86 7505 7756  81.18 80.77 7937  77.08 7668  77.83
1998 76.98 76.07 7463 7513 7436 7265 69.92 67.87 6703  68.58 6887  66.97
1999 7152 7273 7135 7048 69.34 7496  75.65 7643 7864  80.00 8185  84.73
2000 86.23 8373 8327 8419 8337 8567 87.86 87.06 8580 87.06 8851  90.34
2001 88.61 8520 8565  87.85 8766 9033 90.84 89.92 9060 88.41 8496  84.02
2002 83.36 8257 8040 76.23 7545 7596  76.98 7857 8056 8120 8289  85.02
2003 81.90 7780 7627  78.73 8062 8501 88.70 9410 100.21 105.25 10413 100.82
2004 89.40 8696 9010 9370 10321 11200 116.15 11754 11415 113.82 10889 106.22
2005 10489 10319 10497 110.70 11147 11261 112.37 111.09 11504 117.27 12210 115.38
2006 11360 10960 10369 101.67 97.13 110.16 114.62 11570 11794 110.26 100.71  99.85
2007 96.67 9757 103.39 10791 10768 10759 112.03 11631 11722 112.58 10878 105.00
2008 98.79 10279 100.14 10048 107.15 10890 116.00 11254 10961  98.%4 9562  90.81
Note: The data reflect the average of the daily CME Feeder Cattle Index.
South Dakota Stocker Cattle Basis Relative to the CME Feeder Cattle Index ($/cwt.)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1993 .77 10.02 1370 1540 13.91 1140 840 7.58 7.21 810 744 6.97
1994 912 1225 1529 1543 13.93 9.4 6.95 5.78 6.09 5.62 5.90 4.85
1995 6.75 9.60 1302 1389 11.38 7.79 384 217 -042 -0.89 -0.98 -1.48
1996 115 4.03 5.48 573 353 -0.46 -1.81 -0.56 -0.90 0.24 0.84 0.37
1997 277 8.72 1472 1507 12.67 9.12 8.58 7.18 7.59 923 8.19 7.23
1998 15.05 14.84 1747 1859 17.04 1320 4.89 8.96 6.25 12.14 9.34 12.07
199 1367 13.98 1509 1651 17.02 1694  13.36 15.74 1283 1390 1211 1404
2000 1564 18.34 2163 2228 21.08 2111 1479 1.46 1516  16.76 1390 1196
2001 1466 16.95 1904 1945 19.07 2267 1771 15.47 9.64 10.05 1014 1523
2002 17.09 19.20 2057 19.75 19.46 1680  10.96 13.09 1248 6.57 6.06 9.78
2003  12.30 1556 2057 20.29 279 2060 1277 13.11 1192 7.46 7.25 1081
2004 2140 21.29 2449 2352 20.67 2357 1753 23.66 1566 12.68 1270  16.10
2005 20.88 25.15 3013 2829 2766 3001 1831 19.71 1896  18.09 1475 2146
2006  26.99 28.46 3241  29.79 33.41 2151 1980 17.87 1919 1323 1245 1530
2007 1655 21.35 2099 2123 21.12 2484  16.75 12.24 1094 1035 1122 1519
2008 1853 21.01 2279 1932 15.64 2343 10.33 841 3.56 914 1032 1174
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South Dakota Feeder Cattle Prices, Monthly Averages ($/cwt.)

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1995 76.81 7301 6946  68.78 6874 7106 68.86 6898 6937  69.43 67.32  65.98
1996 59.17 5728 5631 5254 5652 60.76  62.77 6394 6500 65.25 6731 65.74
1997 70.21 70.76 7150  77.96 8137 8360 84.71 8366 8210 79.65 7975  80.39
1998 79.24 76.43 76.04 79.00 78.54 7794 71.87 70.63 70.01 71.67 70.16 67.92
1999 73.66 7329 7176 7201 7085 7736 77.84 79.09 7993 82.68 8385  85.03
2000 86.17 8346 8363 8748 87.13 89.23 89.24 8846 8748 90.4 8858  89.16
2001 87.92 84.70 85.35 88.29 89.07 93.40 92.A 92.79 90.94 90.23 85.87 85.19
2002 83.83 83.54 81.80 79.31 78.82 80.47 79.33 81.17 83.93 82.68 84.78 85.70
2003 81.70 77.40 77.14 81.28 85.44 89.82 92.24 9879 101.74 107.17 10438 10251
2004 90.55 87.79 91.84 9749 10790 118.06 120.37 11913 116.79 11578 11039 108.05
2005 105.71 10377 10780 11345 11721 12480 110.65 11473 11949 123.70 117.96 120.77
2006 11436 10995 10680 10477 10679 11227 1159 11970 11910 113.68 10123 101.97
2007 94.18 9873 10529 11059 11141 11386 115.70 12031 117.79 11433 11029 105.97
2008 99.23 10409 100.09 10263 11140 11549 114.32 11447 109.00 101.58 97.79 92.94
Notes: The prices are aweighted average of 700-800# No. 1 medium and medium and large steers from 1995-1998.
From 1999 to May, 2005 the weight range is 700-850#. From June, 2005 through 2008 the weight range is 650-850#.
Source: USDA-AMS.
CME Feeder Cattle Nearby Futures ($/cwt.)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1995 75.83 7171 68.36 65.97 64.47 65.94 66.55 66.35 65.14 65.33 65.02 63.78
1996 59.37 57.94 56.71 52.43 55.61 59.96 61.73 63.30 63.77 63.11 65.11 66.57
197 68.87 68.23 68.38 7147 75.79 77.93 81.57 80.45 79.71 77.34 7811 77.94
1998 7745 76.09 75.40 76.35 75.64 73.73 70.51 68.58 67.80 69.80 70.17 68.77
1999 72.62 73.90 72.17 71.96 7117 76.88 76.28 77.19 79.17 80.37 82.58 84.60
2000 85.78 83.65 83.78 84.28 83.45 85.90 87.32 86.22 85.43 87.13 88.72 90.92
2001 88.88 86.66 86.34 87.63 88.35 91.74 90.11 89.61 89.86 87.77 84.51 84.12
2002 83.84 82.80 80.48 7554 75.74 7643 77.10 78.41 8041 81.08 8331 83.79
2003 81.57 7669 7615  78.97 8144 8509 88.64 9345 99.69 104.62 10173  94.19
2004 87.09 8415 8923 9320 10350 10947 112,12 11560 11315 113.20 10546 102.68
2005 10451 98.04 10500 109.78 11109 10999 108.7/ 11028 11441 117.10 11555 11493
2006 11276 10793 10422 10145 10321 11226 114.67 11596 117.03 108.35 99.06  98.65
2007 96.28 99.36 10483 108.71 10917 10865 114.9 11632 117.08 112.43 10897 105.01
2008 9947 10495 10046 101.16 10919 11163 112.2 11384 108.66 97.9% 96.04 90.57
Source: CME
South Dakota Feeder Cattle Basis Relative to the Nearby Feeder Cattle Futures ($/cwt.)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec
1995 0.99 1.30 1.1 281 427 5.12 2.32 263 4.23 4.10 2.30 2.20
1996 -0.20 -0.67 -0.40 011 0.92 0.80 104 0.64 1.23 214 2.20 -0.83
197 134 253 3.12 6.49 5.58 5.67 315 321 2.39 2.30 164 2.45
1998 179 0.34 0.64 2.65 2.89 4.21 1.36 2.05 2.21 1.87 -0.01 -0.84
1999 104 -0.61 -041 0.05 -0.32 0.48 156 190 0.76 231 127 0.43
2000 0.39 -0.19 -0.15 3.20 3.68 3.3 192 2.24 2.06 331 -0.14 -1.76
2001 -0.96 -1.96 -0.99 0.66 0.72 1.66 2.83 3.18 1.08 2.46 1.36 1.07
2002 0.00 0.74 1.32 3.76 3.08 4.04 2.23 2.75 3.53 159 147 1.91
2003 013 0.71 0.9 231 3.99 4.73 361 535 2.6 2.55 2.65 8.32
2004 346 3.64 2.61 4.29 440 8.59 825 353 3.64 2.58 4.93 5.37
2005 1.20 5.73 2.79 3.68 6.13 1481 1.88 445 5.08 6.60 242 5.83
2006 1.60 2.02 2.58 333 3.58 0.01 132 3.74 2.07 533 217 3.2
2007 211 -0.63 0.45 187 2.24 521 071 3.99 0.71 191 132 0.%
2008 -0.24 -0.86 -0.37 147 2.21 3.86 2.10 0.63 0.3 3.63 1.75 2.37
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Sioux Falls Price - Slaughter Cows, Commercial 2-4 ($/cwt.)
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

1995 42.15 4363 4200 4116 4069 3953  37.06 4016 3717  35.83 3335 3567
1996 3794 39.06 3856 3594 3500 3519 35.69 3656 3469 34.53 3053 2859
197 29.12 3469 3826 3947 3988 3874 39.74 3706 3603 36.62 3520 3750
1998 4160 4219 4263 4311 4557 4717  45.78 4582 4167 402 39.25  39.88
1999 41.79 4293 4314 4250 4400 4450 4830 4910 4640 47.63 4575 4780
2000 46.69 4550 4720  50.00 5150 5313 51.13 50.88 4906 47.50 47.63  50.38
2001 49.83 5250 5388  56.13 5700 5738  55.00 5315 5400 51.60 4413 4175
2002 4290 4538 4913 4875 4760 4838  45.13 4320 4425 4330 4050  39.67
2003 4220 4550 46.75  51.00 5417 5450 54.90 5750 6044 60.75 5833  60.50
2004 53.25 5213 5460 60.75 6488 6560  65.81 6463 6280 60.50 6275  58.75
2005 61.67 5847 6440 6550 67.38 66.75  64.5%6 5850 60.17 57.38 5895  59.88
2006 57.13 59.13 5994  58.75 60.75 5963 57.50 5856 6067  60.19 5413  53.70
2007 52.50 5558  56.83  62.75 6288 6225 64.00 6430 6250 60.83 6050 58.25
2008 57.83 65.08 6233  64.17 6544 6594  67.00 67.83 6475  59.13 5275  50.75

Source: USDA-AMS. Note: December 2006 was estimated using the average spread over heavy breakers.

For more market information, go to the Department of Economics website at
http://econ.sdstate.edu/. Under the Extension tab are links to Current Market Analysis and the
Cattle Market Review page. These comments are updated monthly. The first link on the Cattle
Market Review page will take you to .pdf versions of this and archived reviews.
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