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On January 27, 2012, the USDA/NASS released the semi-
annual Cattle report.  Most information in the report was 
expected.  Record setting drought in the Southern U.S. 
caused beef cow herd liquidation, fewer calves on cereal 
grain pasture, and more cattle in feedlots. However, record 
high feeder cattle prices stimulated interest in beef heifers, 
with replacements increasing enough in areas with good 
moisture conditions to cause a slight increase for the U.S.

All cattle and calves in the U.S. as of January 1, 2012, totaled 
90.8 million head, slightly more than 2% below the 92.7 
million on January 1, 2011; however, Wisconsin was down 
1.4% to 3,400,000 head.  This is the lowest U.S. January 1 
inventory of cattle and calves since the 88.1 million in 1952.

The number of beef cows that have calved was down over 
3% from 2011, at just under 29.9 million head. Wisconsin had 
no change in the number of beef cows that calved or the 
number of milk cows that calved.  The decline in U.S. numbers 
was not a surprise given the severe drought that has plagued 
the Southern Plains. Beef cow numbers declined 660,000 
head (-13%) in Texas, 288,000 head (-14%) in Oklahoma, 
53,000 (-11%) in New Mexico, and 51,000 (-3%) in Kansas for a 
decline in those major drought impacted states of 1,052,000 
head. Beef cow numbers in the entire U.S. declined less than 
a million at 966,700.  Some beef cows did move from the 
drought stricken area to neighboring states where moisture 
conditions were better. Beef cows increased 112,000 head in 
Nebraska, 22,000 in Colorado, and 20,000 head in Wyoming.

Beef replacement heifers over 500 lbs. in the U.S. were up 

73,000 head over 2011, an increase of 1.4%.  About 3.2 million 
of those are expected to calve in 2012. Similar to beef cows, 
replacement heifers declined 60,000 head (-10%) in Texas 
and 55,000 (-15.5%) head in Oklahoma, while replacements 
increased 55,000 (+18%) in Nebraska, 35,000 (+29%) in 
Colorado, 25,000 (+18%) in Wyoming, and 5,000 (+7.6%) in 
Wisconsin. Milk cow replacements were down 1% in the U.S. 
and 2.8% (20,000 head) in Wisconsin.  Other heifers over 500 
lbs. were down 2% in the U.S.

 The combined total of calves under 500 lbs., and other 
heifers and steers over 500 lbs. outside of feedlots was 25.7 
million, down about 4%. The total number of cattle on feed 
at 14.1M head was up almost 1% from last year. 

So what does all this mean for the cattle situation and 2012 
prices?  Higher prices. But before the celebration begins, the 
entire picture must be examined.  

Last year at this time I wrote that there would likely not be 
an increase in cattle numbers in 2011 due to the high corn 
prices and low profit margins.  I said that cattle feeders were 
going to have trouble keeping their bunk space filled and 
there would likely be some consolidation in the industry.  
Amazingly the cattle feeders in the U.S. have managed to 
keep their inventories full.  

This success came at the expense of future feeder cattle 
supplies, as inventories were kept full on account of early 
placements of drought impacted calves and directly placing 
Mexican cattle in feedlots.  Since those 2011 calves were 
placed on feed early, there will be fewer calves available 



for 2012.  Combine this decrease in the carryover of number 
of calves from 2011 with the January 1 estimate of smaller 
cow numbers signaling another decline in the calf crop for 
2012, we see that supplies of all market classes of cattle will 
continue to be historically tight.  

The tight numbers are supportive of calf and feeder cattle 
price. The Livestock Marketing Information Center estimates 
that 2012 will likely bring average profits of close to $150 per 
head for the cow-calf producer.  This is up from the $80 profit 
per head experienced in 2011.  Note that this is an industry 
average for profit and individual producers will experience 
differences depending on if they are a high or low cost 
producer. Assuming weather cooperates, these higher profits 
will likely lead to even greater retention of beef heifers for 
replacements, which will put even more pressure on feedlots 
and the challenges they face in procuring calves and feeder 
cattle. 
 
In 2012, cattle feeders will find it challenging to procure 
placements due to the decline in the number of feeder cattle 
outside of feedlots, the decline in the 2012 calf crop, and the 
increase in the number of beef heifers held for replacements.  
Thus we will likely see declining feedlot placements in the 
next several months. On top of the challenges of finding 
placements and paying higher prices for those placements, 
feedlots will also not experience the same percentage of 
increase in finished cattle price.  Even though their output 
price will likely be higher for 2012, their margins will be lower.  
In fact, feedyard margins have declined from about break-
even at the beginning of the year to losses of nearly $70 per 
head last week. 

Finished cattle prices will not increase by the same percentage 
because of push back on choice beef prices and the abysmal 
margins that packers are experiencing.  LMIC estimated that 
the beef packer margin in December 2011 was about 3% 
below a year earlier. For the first three full weeks of 2012, 
that margin collapsed averaging 40% below 2011’s. During 
these weeks finished cattle prices increased about $5.00 per 
cwt. and the wholesale boxed beef value dropped nearly 
$10.00 per cwt.   Last week there was a slight turnaround 
and according to Sterling Beef Profit Tracker, beef packer 
margins improved more than $26 per head, but losses are still 
near $100 per head.  Beef packer margins typically improve 
seasonally as spring approaches; however, packer margins 
are forecast to remain below 2011’s at least into the summer 
quarter. Red ink will force packers to evaluate their plant 
efficiencies, likely decreasing slaughter days and eliminating 
the most unprofitable plants.  2012 will likely bring record 
prices, but only the cow-calf sector will see anything near 
record profits.  

Below is a table showing LMIC’s forecasted cattle prices for 
2012. 
 

 

Live Slaughter Steer Price - 
5 market average

Feeder Steer Price 
Southern Plains 700-800#

Feeder Steer Price 
Southern Plains 500-600#

2012  Quarter 1 122-124 144-147 157-162

2012  Quarter 2 125-128 145-149 158-14

2012  Quarter 3 122-126 146-152 157-165

2012  Quarter 4 125-130 143-150 153-163
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