MARKETS

Beyond the Noise

Strong market fundamentals continue.

by Wes Ishmael

markets that began in June, given the lofty price

heights and the number of years behind the bull
run. Many expected seasonal pressure and the eventual
resumption of feeder cattle imports from Mexico. It was
also easy to grasp the pressure stemming from higher
feed costs as drought expanded.

But no one could foresee the number of other factors
that would pile onto markets in such a short period of
time (see Let Markets Work sidebar).

As cattle prices sped lower, some even began
wondering whether the cyclical high was in the rearview
mirror, even though herd expansion has yet to begin.

If so, that would mean the recent damage was severe
enough to derail the cattle cycle.

l l1ew were surprised by the correction in cattle

Fundamentals matter more

By the first week of September, though, Derrell

Peel, Oklahoma State University Extension livestock
marketing specialist explained, “There is a limit to how
much you can beat up the market. It’s getting harder
and harder for the market to ignore the fundamentals.
In fact, the market fundamentals are getting stronger all
of the time.”

Consider that the 2025 calf crop declined year over
year for the eighth consecutive year and was the smallest
in 84 years, according to Peel. The U.S. beef cow herd
of 27.6 million head at the beginning of this year was
the smallest since 1961.

“We’ve had all-time lows in feedlot placements and
marketings the last couple of months. We don’t have
many feeder cattle. We’ve got to save more heifers just to
maintain the cow herd we’ve got. We’ll need even more
heifers to replace the older cows,” Peel says. “Next year,
there’s a decent chance that beef cow slaughter increases
again, given weather conditions and the way the drought
has advanced. I think it’s still an open question whether
or not we’re done liquidating. That’s why I don’t think
we’ve seen the cyclical highs. The tightest squeeze on
feeder cattle supplies is ahead of us.”

In Oklahoma, for instance, he notes auction receipts
were 31% less year over year between mid-July and the
first part of September.

“Fundamentally, cattle supplies will remain tight,
which would still be price supportive in the near term,”
says Tyler Cozzens, director of the Livestock Marketing
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Information Center (LMIC). “If herd rebuilding efforts
start, those supplies will likely not be available for at
least the next two to even three years. There is still
potential for supplies to tighten further once more heifers
are retained. Historically, this has been price supportive.”
He adds that continued consumer beef demand strength
is key to maintaining strong cattle prices.

Peel also notes the relatively recent profusion of dairy-
beef calves doesn’t change those numbers. In fact, the
case can be made that the supply peaked the last couple
of years as dairy producers kept cows another calf
longer, which pushed the dairy herd inventory higher.
Now, dairy cow slaughter is increasing.

“If the markets get a chance, we could see a counter-
season price move higher in the fourth quarter,” Peel
says. And it could be significant move. He points out
calf prices suffered most through the market correction,
due in part to the lack of summer grazing opportunities
typically available.

For price perspective, the LMIC forecasts steer calves
weighing 500-600 pounds to average in the low- to
mid-$400 per hundredweight (cwt.) price range through
the end of the year, basis the Southern Plains. LMIC
analysts project feeder steers weighing 700-800 pounds
in the Southern Plains to sell in the mid-$300 per cwt.
price range. The forecast feeder steer price is similar to
USDA forecasts (see Market Tracks, Page 44).

Looking through a different lens, Cozzens notes the
impact on cow-calf returns.

In 2025, LMIC estimated cow-calf returns, basis the
Southern Plains, to be about $950 per cow, which was
$467 per cow more than previous returns.

“Price pressure on steer calf and feeder steer prices
in recent weeks has weighed on prospective cow-calf
returns for 2026,” according to LMIC analysts in
the mid-September Livestock Monitor. “The LMIC
uses Southern Plains steer calf prices from August to
November for the revenue side of the profit equation.
Early in the summer, LMIC was estimating cow-calf
returns to be around $1,150 per cow, but recent steer
calf price pressure has limited prospective cow-calf
return estimates to be just below $1,000 per cow,

a potential loss in revenue of around $150 per cow.
There is still potential for steer calf prices to rebound
through the end of the year, and that could bolster
cow-calf returns.”
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The LMIC estimates cow-calf returns at $900-$1,000
per cow over the next two years.

“But these returns are dependent on steer calf prices
remaining strong, total costs remaining steady and
strong consumer beef demand,” according to LMIC
analysts. “Total costs have been above $1,000 per cow
for the last three years and will likely remain above that
level this year.”

Still stuck
The longer herd expansion takes to begin, and when it
finally does begin in earnest, cattle supplies will tighten
further. As it is, other than anecdotal accounts of
isolated instances, there is no indication of industry-wide
herd expansion.

“For about the last year, I've told folks that I
think that the main thing you can say about the herd
expansion at this point is that people are thinking about
thinking about it,” Peel explained at last summer’s
Beef Improvement Federation Research Symposium.

Let Markets Work

“High cattle and beef prices, lower feedlot placements
and plant closure announcements reflect the market
doing precisely what we may expect — signaling scarcity,
rationing what is short in supply and desired by eligible
buyers, and encouraging removal of what is long or excess
in supply,” says Glynn Tonsor, Kansas State University (KSU)
agricultural economist.

Tonsor provided perspective on a host of factors
pressuring cattle markets, in the late-August issue of In the
Cattle Markets, starting with the fundamentals.

“USDA’s August Cattle on Feed report pegged the Aug. 1
feedlot inventory at 11.1 million head, 2% above a year ago.
More striking were July placements of 1.42 million head
(down 11% from 2025) and July marketings of 1.62 million
head (down 7%),” Tonsor explains. “The pipeline behind
the feedlot sector is getting thinner, and the industry’s
adjustment, given market signals is not new - it is working
to get the most consumable beef from a shrinking volume
of cattle.”

Tonsor notes KSU Focus on Feedlot data points to a 33%
increase in added weight (539 to 719 pounds more per steer)
and 47 more days on feed (149 to 196 days) in 2025, compared
to 2010.

Next, Tonsor points to beef packing capacity shuttered
during the summer.

“Tyson announced it will close its Joslin, Ill., beef plant
(roughly 3,000 head of daily harvest capacity) and its Eagle
Mountain, Utah, case-ready facility, while offering its Pasco,
Wash., plant (@bout 2,000 head daily) for sale,” Tonsor says.
“Combined with the Lexington, Neb., closure (about 5,000
head daily) and JBS's Souderton, Penn., closure (about 2,000
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“The signals are out there, but if we don’t respond,
what will the market do? It will continue to increase
the signals.”

Ultimately, Peel believes the herd can build back to 30
million head or so. For perspective, the current herd has
declined about 4 million head since liquidation began, so
think it terms of expanding by about 2 million head.

But, Peel believes, “We could be as big as we choose
to be. Given international markets and long-run total
protein demand, I don’t think there is necessarily an
upper limit.”

For producers planning to expand, Peel suggests,
“Stick with the plan but be patent and don’t get too
carried away.” He adds that industry expansion will
likely be a slow, lengthy process when it does begin.

“Be efficient with the herd size that you have. Know
your production costs so you have a breakeven in mind
for your operation,” Cozzens advises. “Manage the
things on your operation that you can with feed costs
being a primary focus.” BA

head daily), the industry is clearly in the process of removing
shackle space. This is not surprising, as the nation’s packing
sector largely was built decades ago during a period of higher
cattle inventories. Too much processing capacity chasing too
few cattle produces sustained packer losses, and capacity is
adjusting accordingly given market signals.”

Finally, Tonsor notes the market volatility created by the
federal government’s announced 90-day waiver of out-of-
quota tariffs on up to 300,000 metric tons of beef imports
for ground beef with the stated intention of offering It to
consumers for discounted prices.

“Record calf values are providing cow-calf producers with
the strongest herd-rebuilding incentive most, if not all, have
ever seen when considered on a traditional dollars per cow
per year basis,” Tonsor says. “Packer consolidation of harvest
into fewer plants operating at higher volumes is the painful
yet predictable response to overcapacity. Higher imported
beef volumes, with or without tariff waivers, are how the
market responds to strong U.S. consumer beef demand, high
slaughter weights (yielding more trimmings to blend with
imported lean beef) and shrinking feedlot inventories.”

Overall, Tonsor says increased uncertainty is likely
delaying or muting herd expansion.

“Interventions that mute market signals may possibly
offer short-run comfort to a subset of society, but they often
slow the very adjustments (here, herd and packing capacity
right-sizing) that interventions claim to seek,” Tonsor explains.
“History is filled with examples of unintended consequences
that yield instructive lessons. My core takeaway from a
memorable period of headlines is a familiar, albeit boring one:
let markets work.” BA
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