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All eyes on
the drought map
We have all seen the U.S.
Drought Monitor and it only continues to worsen. It may cover
the entire U.S. before we get some
relief.
Heifer placements are up, and
cow slaughter is up as ranchers
struggle with dry pastures and
lack of hay.
Add to the dry weather is inflation, especially crop inputs.
Commercial fertilizer prices are
near double 2021 levels. USDA
numbers show a 129% cost increase

in anhydrous ammonia, a 95% hike
in urea, and 86% increase for liquid nitrogen, a 51% higher cost
for monoammonium phosphate
(MAP) (11-52-0), and an increase
of 97% for potash (red) (0-0-60),
from the average prices reported in
March 2021.
Add this to the fuel and seed
price increases, we are talking
huge money.
With these surging prices, one
SEE DROUGHT ON PAGE 2
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As fall delivery starts, drought expands in cattle country

s feeder cattle are
being delivered into
feedlots this fall, we
are having conversations in the
office about the cost of these
feeder cattle and what we can
do to protect them. Feeder cattle prices are higher this year
compared to last year due to
tighter numbers.
The beef cow herd is smaller
due to the extreme drought in
the west. Beef cow slaughter is
up 13% compared to last year.
Unfortunately, the drought
continues to expand to the east.
Almost 85% of the United States is in some form of
drought according to the latest U.S. Drought Monitor. Feed
availability is going to continue to be an issue until we see
some drought relief. Higher
feed costs are not going away
any time soon.
Regardless of all these challenges, cattle producers are
extremely optimistic this year.
There is a new product

available
from
Producers Livestock to help with
risk management
on new calves
or any other cattle that you are
feeding. Producers Livestock is
offering a contract
that references the
Nebraska Fed Cattle (cash) market.
General Info:
The Nebraska
Fed Cattle Contract is a tool that
allows producers
a way to manage
basis risk as well as futures
risk without a contract directly
with the packer. This is not a
packer contract.
We are not locking up any
shackle space for your cattle by
using this product. When your
cattle are ready to market, you
and your agent sell the cattle
just as you normally would.

Before entering the contract,
we need to know which twoweek window you plan on
marketing your cattle.
We need to know this
because the contract is established with a two-week settlement timeframe; we will provide a basis bid specific for that
two-week window.

Basis
bids
can change at
any time; it just
depends on the
current market
and the demand
for that time period. Please contact us for current
bids.
Another thing
that we need to
know before we
enter the contract is how many
pounds of cattle
you are wanting
to lock in.
Unlike a futures
contract, which is the standard
40,000 pounds, this contract is
customizable. There is no standardized contract size.
Once agreeing to the twoweek settlement window, basis
and volume, the CME futures
price needs to be set prior to
your two-week window. You
can set the futures price and

basis simultaneously or you
have the option to lock in the
futures price later.
As your marketing date
draws near, we will call you to
find out when you will be selling your cattle. At that point in
time, we will finalize which of
the two weeks to settle this contract against. This contract will
then be settled automatically
verses that week’s Nebraska
steer/heifer weighted average live price as reported in
the USDA’s Nebraska Weekly
Direct Slaughter Cattle report.
Producers Livestock will
then apply this gain or loss to
your physical cattle check, just
like we do now with the standard Hedge Contract.
Here are some Pros and
Cons with this Nebraska Fed
Cattle Basis Contract.
Pros:
Customer can take basis risk
off the table
SEE DELIVERY ON PAGE 3
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General Office

Delivery address: 4809 S 114th St, Omaha, NE 68137-2308
Mailing address: PO Box 45978, Omaha, NE 68145-0978
Office: (402) 597-9189 or (800) 257-4046 Fax (402) 597-9505
Email: plma1@plmcoop.com www.ProducersLivestock.net
Rick Keith, President
Mike Sila, Senior Vice President
Dave Nickelson, Treasurer
Deb Engler, Secretary

Ext. 1102
Ext. 1106
Ext. 1104
Ext. 1100

Support staff
Aric Ellinghuysen, IT Director
Mick Jackson, Marketing Settlements
Becky Jensen, Marketing Settlements

Ext. 1111
Ext. 1105
Ext. 1112

PLCC Financial Services
Financing for Livestock - Operating
www.ProducersCredit.com
Office: 1-800-950-7522 Fax: 402-597-9505
Tim Meyer, senior vice president
Darrell Ziola
Ryan Power
Keith Meiergerd
West Point office

Ext. 1115
mobile (712) 251-4071
Ext. 1117
mobile (402) 657-0598
Ext. 1110
mobile (402) 507-7790
mobile (402) 432-8292
fax (402) 372-6998

Tyler Calfee
Brady Read
Tina Fettes
Brittnee Hytrek
Gaye Nusz
Mike Sievers, Field Insp.

Ext. 1107
mobile (402) 676-2302
Ext. 1113
Ext. 1101
Ext. 1114
Ext. 1118
mobile (712) 260-4239

Commodity Services
Brokerage Services and Consulting on Hedging - Options - Hedge Contract Programs
Producers Commodities LLC
www.ProducersCommodities.com
Office: 1-800-831-5936 Fax: 712-274-4166
Kyle Krager, president
Tyler Nelson

Ext. 10
mobile (712) 251-9477
kkrager@plmcoop.com
Ext. 23
mobile (712) 223-3084

Cole Bruns
Zachary Tindall

Ext. 13
mobile (402) 358-0906
Ext. 14
mobile (712) 541-9992

Producers Livestock Services
Producers Beef Programs

Country Direct Feeder Cattle Sales - Feeder Cattle Buying - Fed Cattle Sales
www.PremiumBeef.net
mobile (308) 325-0227

Iowa
Scott Hodne
Manning

mobile (712) 299-7696

Steve Maloley
Kearney

mobile (308) 325-0165

Joe Hoffmann
Dunlap

mobile (712) 647-8361

Vance Whitehill
Stapleton

mobile (308) 636-8114

David Herbold
Lawton

mobile (712) 899-9560

Emmet Caldwell
Lincoln

mobile (402) 224-0205

Bob Pallardy
Williamsburg

mobile (319) 330-1315

Ron Wilson
Gering

mobile (307) 349-4350

South Dakota
Ron Kasselder
Sioux Falls

Missouri
Mike Million
Oregon

mobile (308) 325-5274

mobile (605) 310-5733

Dave Bryan
Windsor

mobile (660) 815-0815

Mark Johnson
Centerville

mobile (605) 212-2387

Roger Parker
Mexico

mobile (573) 473-9598

Claude Forbes
Woonsocket

mobile (605) 350-0366

Minnesota
Mike V Million
Marshall

Wyoming
Slim Cook
Cody

mobile (307) 272-2024

mobile (507) 829-1394

California
Luke Stevens
Marshall

mobile (707) 953-4879

Nebraska
Ed Heusinkvelt
Lexington

Interest rates
and inflation pressure
creating discomfort

S

ince March 21, the U.S.
Federal Reserve has
raised the federal funds
rate six times, amounting to an
increase of 3.75%.
This marks the first time
in over 40 years that the Fed
has increased rates this rapidly,
essentially more than doubling
the cost of borrowing money
for many debtors in all sectors
of the economy.
As you can see in the chart
below, the ascent of the current rate increases is nearly
vertical when compared to the
gradual stair step increases the
Fed enacted from early 2016
through late 2018 that only
increased 2.25% over three
years!
Obviously those gradual
increases were much more palatable to our businesses than
the increases we are experiencing in 2022.
This chart also forecasts
where interest rates are projected to be in 2023 and 2024.
Assuming this chart is accurate for the purposes of this

article, we are potentially staring at 24 more months of rates
at this level or higher on all
short-term debt and/or future
term debt financing packages.
The reason the Fed is raising rates is to attempt to curtail inflation. Inflation that our
government created with massive liquidity injections into the
economy in response to the
Covid-19 pandemic and their
ridiculous energy policies.
This manufactured inflation
along with horrific fiscal policy
management in 2021 and 2022
has now forced the hand of the
Fed to raise rates at an unprecedented rate in 2022.
There are numerous ways
to combat inflation but thanks
to the current administration’s
woke, green energy policies
they are refusing to open fossil
fuel resources in North America that would greatly reduce
our fuel prices which affects
every good we consume and
every item we purchase.

DROUGHT

manure. Availability may be
limited, as many farmers apply
their manure to their own production acres. It is a fantastic
way to boost soil organic matter, one of the best reasons for
using manure.
So, instead of treating
manure as a waste product, farmers should think of
manure as a valuable source of
nitrogen, phosphorus, potassium, and micronutrients.
As always, we want to wish
you all a great Thanksgiving
and Merry Christmas. Thanks
for using our services.

SEE PRESSURE ON PAGE 3

Producers Pork Programs

Premium-Based Marketing - Supply Agreements
www.PremiumPork.net
Richard Ellinghuysen, senior vice president
Omaha, Nebraska
office (800) 257-4046
mobile (402) 657-6954
Harper, Iowa
Noland Johnson
Harper, Iowa
Connie Sponder, settlements
Sioux City, Iowa

office (877) 461-0897
fax (641) 635-9003
mobile (641) 990-0467
office (800) 318-5619
fax (712) 274-0741

Tim DeLance
Early, Iowa

mobile (712) 660-1199

Jason Goodwin
Correctionville, Iowa

mobile (712) 389-0228

Bill Nielson
Chancellor, South Dakota

mobile (605) 310-4664

Jeremy Schram
Anthon, Iowa

mobile (712) 259-0210
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thing you can do as a livestock producer is to sell your
manure.
Studies have shown that
manure value can be as much
as $20 per head on cattle. With
the huge increase in prices for
commercial fertilizer this number may be low.
As of late, many hog, poultry, turkey, and beef producers have begun selling their

Producers Livestock News
November 2022

3

By Mike Sila
Senior Vice President, beef division
Producers Livestock Marketing Association
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Optimism in the fed cattle market

ere it is the third day of
November already, the
yearlings have all shipped
and we have a very good start on the
calf fall run.
We continue to feel the optimism in
the fed cattle market, as cattle feeders
continue to trade into the bull market. The fed cattle trade in Nebraska
the last week in October averaged
around $152.90 per hundredweight
live FOB, with most of the trade ranging from $152-$155 live FOB.
The dressed cattle sales averaged
about $240 per hundredweight. The
average live price was $2 per hundredweight higher, and the average
dressed price about $4 per hundredweight higher than last week.
The bull market has been supported with good weekly slaughter rates.
Year to date total cattle slaughter is
up 1.6%.
The past eight weeks of slaughter have been higher than last year,
with full week harvests ranging from
660,000 to 673,000 head per week.
Some of this increase is coming from
the large cow slaughter. The week
of Oct. 22, saw the cow slaughter
pushing back up to 85,000 head for
the week. This would be the largest
harvest since the fall of 2011.
Part of this may also be the packers
chasing choice grading cattle. Will
we be able to support these levels of
slaughter as packer margins decline
and finished cattle numbers begin to
diminish? Some estimates of packer
margins are ranging from breakeven
to a $25 per head profit.

Exports have also been supporting
this bull market. The USDA’s Livestock, Dairy, and Poultry Outlook
for October 2022 shows year to date
exports through August being 5.8%
over last year, and 19% over the fiveyear average.
The exports for August of 2022
were almost 324 million pounds, setting a new monthly record. Year to
date exports to China increased by
30% over last year and make up 18%
of the total U.S. exports. This report
shows a slight increase in domestic
use of beef for 2022 but projects a
sharp decline in 2023 mostly due to
the reduced U.S. cattle herd.
Per capita disappearance in 2022
is estimated as steady at 58.8 pounds.
They are calling for a 4.6% decrease in
2023 to 56.1 pounds per capita.
This bullish cattle market has
allowed for some great basis trades
for the hedgers. In a time when we
normally have a negative $1-$2 basis,
we have been trading at a positive
$2-$3 basis. Most of the deferred Live
Cattle contracts put in new contract
highs the week of Oct. 24.
With this being said, if the prices aren’t at hedging levels for your
operation, you may consider protecting your downside risk
with an option strategy.
Please contact your
Producers Livestock
Beef Agent to let them
FROM PAGE 1
assist you with your
needs.
Flexibility to set futures price later
Thank you for your
You are not adding to the packer’s supply of
patronage.
cattle

PRODUCERS

A trusted partner for generations
For more than 80 years, Producers has provided marketing
and related services to the ag industry. Today, we're changing to
meet the needs of agricultural operators with new products and
services, including:
County marketing/contract services
Commodity hedging for grains/livestock
Financial services and loans
Education and personal planning

Producers Livestock
Marketing Association
4809 S. 114th St.
Omaha, NE 68157-2308
Marketing division:
Credit division:
(800) 257-4046
(800) 950-7522
4280 Sergeant Road, Suite 240
Sioux City, Iowa 51106-4710
Commodity division:
Pork division:
Producers Commodities LLC.
(800) 318-5619
(800) 831-5936

ProducersLivestock.net

DELIVERY

There are no contract specs
You and your agent can still sell your cattle
to whomever you want to (Just try to sell them
for more than the Nebraska Weighted Avg.) This
will help your overall cash price.
Cons:
Unlimited downside futures risk, if the market goes down and you have not set the futures
price yet
You are not locking in any shackle space at

PRESSURE
FROM PAGE 2

As a livestock producer,
grain farmer, small business
owner and even as a consumer

the packer
If the cash market at your time of marketing
is strong and has a better basis than you set, you
will not capitalize on the better basis.
If you have any questions about this Nebraska Fed Cattle Contract, feel free to give us a call
and we can discuss it in further detail. Cole,
Tyler, Zach, and I are here to help in any way
we can.
Thanks again for your business. Happy
Thanksgiving and Merry Christmas!

Producers Commodities LLC is a CFTC-registered Introducing Broker and NFA member.
The trading of derivatives such as futures and
options involves substantial risk of loss, and
you should fully understand those risks prior
to trading.

I urge each and everyone of
you manage your debt levels
aggressively.
These rates increases have
doubled your interest costs on
your short-term debt and must
be factored into all breakeven
projections, cash flows or bud-

get forecasts.
We have worked very hard
at Producers Livestock Credit Corporation to keep your
borrowing rates as low as possible. We have absorbed a full
1.00% of the 3.75% of interest
rate increases that the Fed has
enacted.
We will continue to work
hard for you when managing
the risk on your livestock and
we will continue to work with
our beef and pork agents to
help you market your livestock
in the most advantageous and
profitable way possible.
Please reach out to any
of our lenders, beef or pork
agents and commodity brokers
to discuss how we can help.
Wishing you all a blessed
holiday season and as you
wrap up your harvest season,
please stay safe out there!
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By Richard Ellinghuysen
Senior Vice President, pork division
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Analysts: Pork profitable but with uncertainty

here are a lot of variables with wide-ranging
implications in today’s hog market. Nevertheless, analysts remain upbeat about ongoing
pork producer profits. And that’s a good thing.
I am writing this the end of October, and conditions
may have changed by the time you read this, but unless
there are some significant surprises, general trends
should still be falling along the lines of the recent
reports I’m referencing.
Feedstuffs recently reported that Rabobank analysts
say protein consumption in Q4 2022 and 1H 2023 will
be negatively impacted by mounting demand pressures
as inflation outpaces wage growth. But Rabo also sees
trade improving in Q4 2022 with more upside in 2023
due to lower global pork inventories and tight supplies
of competing meats.
Rabo sees disappointing 2H 2022 hog returns globally, especially for European pork producers. With global
pork production uncertainty from the costs of feed, fuel,
macroeconomic conditions, and geopolitical challenges
pork production is constrained. They forecast global
pork production falling 2% in 2022 and no growth in
2023. They see the U.S. sow herd stabilizing with a
modest uptick in 2023, then with significant expansion
into 2024/25.
Globally Rabo says pork producers lack confidence
to expand due to uncertain market prospects, Covid
policy, government measures to stabilize CPI, and rising
feed costs. Total hog inventory has fallen during 2022
and will likely be lower still in 2023.
Rabo says Asia was successful in rebuilding its herd
size, but current demand has not supported its aggressive efforts. Pork production in Europe is expected to
drop by 4% to 5%, with the greatest drops occurring in
Poland, Germany, Denmark and the United Kingdom.
In 2023, Brazil is the only country expected to expand
its herd size.
In the United States, pork exports were down 3.4% in
volume in August but up 2.4% in value. While exports
to Japan lessened, a jump in shipments to China, Hong
Kong and South Korea helped offset the loss. Imports
remain steady, with two-thirds supplied by Canada.
Mexico strengthened its pork exports in July, rising
13% compared to last year. Its imports remained steady,
with the United States supplying 78% of total imports,
according to Rabo.
As reported by National Hog Farmer, Ag Economist

EARN 4.50%

Ron Plain says U.S. slaughter is in line with expectations
and that is down from the previous year. Slaughter
capacity during for 4Q is more than sufficient.
Plain says during the first eight months of 2022 U.S.
pork exports were down 14.8% with 82% of the decline
being less pork shipped to China. Except for Mexico,
the Dominican Republic, Colombia and South Korea, all
other major foreign buyers bought less U.S. pork than in
January-August 2021. USDA is predicting pork exports
will be down 9.1% this year and down an additional
1.7% next year.
During the first eight months of 2022 U.S. pork
imports were up 33.4% with over half of the increase
being more pork from Canada. Each major foreign supplier, except Poland, has been shipping more pork to the
U.S. this year. USDA is predicting pork imports will be
up 25.2% this year and up another 1.9% in 2023.
Plain says USDA is predicting 2022 world pork production will be up 2.1% with 2023 production up 1.0%.
Most of the increase is occurring in China. He says the
increase caused a slowdown in total pork imports into
China by around 16%.
According to Plain USDA is predicting live hog prices during the fourth quarter 2022 and first quarter 2023
averaging $63 per hundredweight. Liveweight prices
for 51-52% lean hogs averaged $67.29 per hundredweight in 2021. USDA is forecasting 2022 at $71.08 per
hundredweight and 2023 at $67 per hundredweight.
Iowa State University estimated farrow to finish hog
profits for September at $8.20 per hog marketed. September was the eighth consecutive profitable month for
hog sales, but it was the lowest monthly profit in this
streak.
Writing in National Hog Farmer, Chip Whalen says
that markets are spooky but there is a lot to be optimistic
about for the hog market which helps justify the recent
price recovery in the futures markets. The September
Hogs and Pigs report confirmed lower inventories
including a decline in the breeding herd and forward
farrowing intentions that will tighten supplies moving
into next year.
Moreover, producers are current as evidenced by
recent trends in both slaughter weights and spot prices
paid in the cash hog market. The latest Cold Storage
report featured a contra-seasonal decline in pork freezer
inventories, led by hams which at 159.3 million pounds
were down 3% from August and 18% below last year.
Recent strength in Chinese hog prices has raised
speculation that they will be more active buyers of pork
on the world market ahead of the Lunar New Year,
although a recent plunge in DCE hog futures prices
and a significant slowdown in their economy due to the
ongoing zero-Covid policy are concerning.
Whalen says that with the recent recovery in both
hog prices and forward margins, it may be prudent to
look at strategies to mitigate downside risk, particularly
for those who may be light on coverage in 2023. Given
the potentially supportive fundamental backdrop, strategies that retain flexibility to participate in higher hog
prices and improved margins may be prudent to consider.
He says Livestock Risk Protection insurance may be a
cost-effective way to put a floor under the market while
allowing for the possibility to capture any further price
advances.
In addition to the reduced cost and cash flow advantages with this type of coverage, there may also be basis
management applications that would be advantageous
for Q1. He says the market has provided another opportunity to help mitigate forward exposure and it may be
wise to take advantage of it.
Keep in touch with your Producers Pork Agent for
your marketing, hedging and LRP needs. Have a blessed holiday season and thank you for your business.

Sources include Feedstuffs, National Hog Farmer,
CME Daily Livestock Report.

