Beef Margin Watch: October @ CIH

Cattle trade has continued steady and generally range-bound over the second half of October with limited movement in price. The cash
market has moved higher recently which may begin to exert more influence on futures as we continue through Q4. USDA’s monthly
Cattle on Feed report had a bullish tone with September placements well below estimates. The total number of cattle on feed as of
October 1 was reported at 11.4 million head, up 5% from last year when the market was expecting a 6.3% increase on average from 2017.
September placements of 2.051 million head were down 5% from last year when the market was expecting placements equal to a year
ago. Heavier placements earlier in the spring and summer may have led to a reduction during September, and the number of cattle that
have been on feed for 120 days or longer still stands at 3.972 million head which is larger than September 1 and 11.5% higher than a year
ago. The monthly Cold Storage data likewise was construed as friendly. Even though beef inventories increased, the build was slower
than expected. Total beef inventories in cold storage on September 30 were reported at 508.6 million pounds, up 2.5% from last year
and 8.8% higher than the five-year average. Despite the increase, the beef stocks build between August and September has averaged
6.2% over the past five years which would seem to indicate strong demand. On the feed side, corn prices have been under pressure
recently as harvest advances, with USDA reporting harvest progress at 63% complete through the week ending October 28 versus 49%
last week and 52% last year. Harvest progress is exactly in line with the five-year average for this point in the season. With limited price
movement recently, our clients have been waiting to add delta with higher trade in cattle while maintaining strong feed hedges.
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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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