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  If you remember back in the spring time, we put out an article detailing the large forward 

commitments for packers. Those commitments were for 22+ days out, and at the time well above previous 

years. This large demand helped to fuel the cash cattle rally around that time and pulled cattle ahead. Soon 

after, in late spring and through summer, those commitments dropped and so has the cattle market. As of 

the last several National Comprehensive Boxed Beef reports, packer commitments for 22+ day delivery 

have again exploded. The thing that hasn’t followed as much is the cattle price. As we look into this a 

little more it will be easier to understand.   

 

 So far in 2017 

slaughter has risen to the 

same level as 2013. Total 

beef production for this 

year has also been 

surpassing past years, even 

on lighter carcass weights. 

This is the result of the cow 

herd expanding after years 

of drought and liquidation. 

All throughout the spring, 

packer commitments were 

high. You can see from 

around mid-March to mid-

May commitments were 

performing well above past 

years. This strong demand 

was the reason for packers to pull cattle ahead for slaughter, causing a friendly rally for most. Shortly 

after, the strong demand dropped sharply as packers started to catch up with demand. Over the past few 

reports, though, forward commitments have again been picking up. The question is will this have the same 

effect on cattle prices as it did in the spring?  

 

 The driver of the forward commitments can be a number of things. Last spring strong demand, 

domestically and from exports really drove the forward contracts up, back to levels of pre-2014. Another 

force that has a large effect on 

forward sale would be the price. If 

retailers foresee an increase in 

cattle prices in the coming months, 

they will lock in the price at an 

earlier date. One other thing that 

can have an effect, and is most 

likely the cause of the current high 

forward commitments is beef 

production. Cattle slaughter is near 

its highest level of the year. Not 

only is cattle slaughter high, 



carcass weights tend to peak in the fall sometime, and are currently rising. All of this is causing beef 

production to dramatically increase, as shown above. Even with the high export demand that has been 

seen this year, production is still too high to be offset by exports. This is causing a large amount of beef to 

be absorbed by consumers. That is one of the main reasons that choice beef prices have dropped into 

September.  

  

Looking back to the graph of the forward commitments, there tends to be a similarity between 

production and packer commitment trends. So the large production that is being seen at the moment is 

having an effect prices, therefore increasing forward sales to retailers because the product is there. One 

thing that is different from 

last spring is the ready 

numbers. The placed 

against numbers are taken 

from the Cattle on Feed 

report and calculated for 

days on feed for the 

different weight classes to 

get an estimation of when 

they will be marketed. 

When the cash cattle 

market was hot last 

spring, ready numbers 

were the lowest of the 

year at the same time 

packers had a large forward book of beef. The larger numbers this fall could help to explain the large 

forward commitments, but also explain the weaker cash cattle environment. There are more cattle and 

more beef available to fill those larger forward commitments.  

 

You can see above that production plays a role in the amount of forward commitments for the 

packers. However, another angle to look at this would be exports. Below is a graph of the packer 

commitments for exports, based on a 4-week average used for smoothing. Typically export commitments 

rise into the summer, and drop 

off slightly after that. This 

year was not the case, as the 

summer was the low point of 

the year. There is a trend to 

pick back up in the fall. 

Export shipments, shown in 

the USDA Export Sales 

report, were fairly large for 

the month of August. They 

totaled an estimated 167.93 

million pounds. Since this is a 

weekly report I had to divide 

out the shipments for the 

number of days and add up to 

get an estimated total. That 

will not be the actual export 

number since the Export Sales report typically only shows 58% of the total shipments on average. If you 

divide by the average of 58% you would get an approximate 289 million pounds of exports during August 

(though we will not know the correct number until October 6). That would be a record export number for 



a single month. It could also help to explain why there was, and currently still is, such a large demand of 

beef for the packer forward commitments. 

 

 Overall, beef demand in 2017 has been high, which it needs to be with such a large supply. 

Packer forward commitments have been setting record pace, since the USDA started keeping track of 

them in 2014. The wholesale prices to clear the larger beef production (which USDA sees jumping again 

in the Oct-Dec quarter) have been under pressure. Choice actually went below Select this week!  Putting it 

all together, feedlots will have a little more leverage as ready numbers come down in Oct-Nov, assuming 

packer forward commitments remain high as well as beef export sales.  
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