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Downturn in U.S. Cattle Cycle Continues

Current indications for 2001 show that the Nation’s cattle herd is declining slightly, continuing the downturn
in the current cattle cycle. This specia report provides information on current cattle supply and disposition
numbers and trends which have implications for future cattle supplies.

Looking at the cattle cycle on a January 1 basis, thisis the fifth year of the downturn in the cattle cycle after
six years of increase during the upturn (Figure 1). Cattle numbers have declined 6.2 million head during the
downturn compared with an increase of 7.7 million head during the upturn. Adding the 6.2 million head to
market supplies during the downturn has mostly offset the effects of smaller calf crops. The beef cow herd,
the foundation of the total cattle inventory, has declined 1.9 million head since January 1, 1996, after gaining
2.9 million head during the 6-year upturn.

The July 1, 2001, Cattle report indicated the Nation’s cattle herd, at 105.8 million head, was continuing to
decline dightly, down 500,000 head from a year earlier (Figure 2). Both the beef cow and milk cow herds
were down 100,000 head. Also, both beef and milk replacement heifers were down 100,000 head. The 2001
calf crop was estimated at 38.4 million head, down 221,000 head or 0.6 percent. U.S. cattle on feed on July 1
were up 7 percent or 800,000 head.

The July 1, 2001, Cattle on Feed report indicated that placements of heifersin feedlots continued heavy,
indicating herds were not rebuilding. Heifers as a percent of total cattle on feed were 40 percent on July 1,
2001, about the same percent as ayear earlier. The 40 percent heifersin feedlots compares with 33 percent in
the early 1990s when the herd was building. This difference of 7 percent applied to current placements adds
about 1.8 million head to feedlots annually (Figure 3). Herd reduction is also signaled when comparing cattle
inventory estimates. In July of 1994, ayear prior to peak cattle inventories, beef replacement heifers
represented 44 percent of the beef replacement and other heifers (excluding dairy replacement heifers); seven
years later, they represent 35.9 percent (Figure 4).

Heifer daughter also continuesto run at ahigh level. Through thefirst half of this year, heifer aughter asa
percent of total cattle slaughter has averaged 33 percent, the same as last year but 5 percentage points above
the 28 percent average during the early 1990s when the herd was building (Figure 5). This additional 5
percent of heifer slaughter increased daughter in 2000 by about 1.8 million head from the earlier lows. Cow
slaughter during 2000 represented 15 percent of total daughter compared to 17-18 percent during the early
1990s. Thiswas about 0.4 million head less than the 1990-1995 average. Even with harsh winter and spring
conditions in many cow-calf regions during 2000-2001, cow slaughter averaged around 16 percent of total
dlaughter for the first half of 2001. This remains below the 17-18 percent average when inventory levels were
increasing. The lower cow slaughter indicates the cow herd is smaller and producers may be retaining cows
in the herd longer, but the relatively larger increase in heifer slaughter indicates herds are not rebuilding.

Mt An 2 (9-01)



The July 1 beef and dairy cow herd declined from 45.6 million head in 1995 to 43.0 million head in 2001,
down 2.6 million head or nearly 6 percent. Similarly, the calf crop declined from 40.3 million head in 1995
to an estimated 38.4 million head this year, a decline of 1.9 million head or 5 percent. When the calf cropis
adjusted for calf daughter, caf deaths, imports, and exports, the adjusted calf crop increased for 1998, 1999,
and 2000 (Figure 6). It appears the adjusted calf crop will also increase for 2001 since the increase in imports
and declinein calf daughter and deaths will likely more than offset the actual decline in the 2001 calf crop.

Cdlf daughter as a percent of the calf crop has declined from around 8 percent in the mid-1980s to less than 3
percent in 2000, a decline of nearly 2.3 million head (Figure 7). Caf daughter for the first haf of 2001 was
down 74,000 head or 13 percent compared with ayear earlier. Thisdeclinein caf saughter allows a
corresponding number of calvesto go into feedlots or the replacement herds. Since the peak of the current
cattle cyclein 1996, annual calf daughter has declined over 600,000 head, which would effectively offset
nearly a 2 percent decline in the calf crop.

Cattle imports for the first half of 2001 are up 196,000 head, or 18 percent compared with ayear earlier.
Feeder calves accounted for 72,000 head of the increase. Total cattle imports in 2000 increased 242,000 head
to nearly 2.2 million head (Figure 8). An increase of feeder calves from Mexico and Canada more than offset
adight decline in Canadian fed cattle imports and accounted for the increase. Since the sharp drop in feeder
calf importsin 1996, the peak of the current cattle cycle, feeder imports have increased by 722,000 head in
2000.

Comparing July 1996 to July 2001 inventory data show steers, heifers, and calves are down 3.4 million head.
This inventory decline combined with the increase in feeder imports and decrease in calf daughter has largely
offset the effects of smaller calf crops that have come with the decline in the cattle cycle.

U.S. cattle exports climbed to 481,000 head in 2000 compared with 329,000 head in 1999 (Figure 9).
Increased shipments of feeder cattle to Canada and fed cattle to Mexico accounted for the increase. U.S.
exports were up slightly comparing the first half of 2001 to the first half of 2000. An increase of fed cattle
exports to Mexico more than offset areduction of feeder calf shipmentsto Canada.

Cattle on feed supplies have been heavy in recent years as the rate of calf slaughter has declined, imports have
increased, and lighter weight feeder calves have been drawn into feedlots. January 1 feeder cattle supplies
have meanwhile declined by nearly 4 million head from the peak of the cattle cycle on January 1, 1996 to
January 1, 2001. First of the year feeder cattle supplies have been boosted during the following year in each
of the past four years; this occurred as feeder imports increased during the following year and the rate of calf
daughter declined. The cumulative effect of five years of increasing imports and decreasing calf daughter is
an additional 1.6 million head of feeder cattle (Figure 10).

Cattle on feed in lots with 1,000 head or more capacity totaled 10.89 million head on August 1, 2001, seven
percent above a year earlier. Placements of feeder calves under 600 pounds continue to bolster cattle on feed
inventories. Through the first seven months of 2001, placements of feeder cattle under 600 pounds were up
9.8 percent while placements above 700 pounds were down 7.5 percent. Placements of feeder cattle under
600 pounds during 2000 were up 1.7 million head, or 37 percent, compared with 1998 (Figure 11). If feeder
calves enter the feedlots two weeks earlier on average or are fed two weeks longer during the course of a year,
it adds about one million head to cattle on feed numbers.

During the past two years the price of calves hasralied at the same time corn prices have remained relatively
low (Figure 12). With gainsin fed cattle prices also during the past two years, there has been an increased
incentive to place cattle into the feedlots. The current large cattle on feed numbers, which include increased
numbers of lighter weight calves and heavy heifer placements, reflect the turnaround in calf prices and
feeding costs. Aside from economics, the other major factor impacting placements is weather. Dry conditions
in cow-calf areas have recently drawn a number of lightweight calvesinto feedlots.
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Theinventory of steers and heifers over 500 pounds increased over 5 million head from the late 1980s to
1996 (Figure 13). Theincreaseislargely attributed to a smaller proportion of the calf crop being slaughtered,
increased rates of gains for yearlings, higher imports, and alonger time in feedlots. Since the peak of the
current cattle cycle in 1996, the U.S. steer and heifer inventory has been worked down nearly 2 million head.
The working down of this inventory adds supplies to the market in addition to annual calf crop supplies.

Another method of monitoring the levels of the cow herd and calf crop is a comparison of the adjusted calf
crop and its disposition. Disposition of the adjusted calf crop is composed of steer and heifer daughter the
following year, change in steer and heifer inventory the following year (either building or reducing the
inventory during the following year), death loss, exports and imports the following year, and additions to the
cow herd two years following the adjusted calf crop. Based on expected steer and heifer daughter during
2001, imports and exports, and changesin steer and heifer inventory levels, it appears the 2000 adjusted calf
crop, and therefore calf crop, is supported by expected disposition (Figure 14). Having agood accounting of
the calf crop helpsin estimating cow numbers and consequently, the total cattle inventory. Because it takes
three years to account for the disposition of a calf crop, no one calf crop is a perfect fit with disposition since
itis influenced by two other calf crops.

A larger proportion of the calf crop going into feedlots, increased feeder imports, and heavier fed cattle are
largely the reason why U.S. beef production has continued to trend upward although the herd has trended
downward (Figure 15). Beef production per cow has now increased nearly 200 pounds per head, or over 40
percent, over the last 20 years (Figure 16). Also, both the average live weight and dressed weight of cattle
have increased about 100 pounds each over the past 20 years (Figure 17).

In summary, it is the fifth year of the downturn in the cattle cycle and there are no significant signs of
expansion since replacement heifer numbers are down and placements of heifersin feedlots remain heavy. At
the same time, the percentage of the calf crop daughtered as calvesis at arecord low level (which suggests it
isnot likely to go much lower given thereis avea market) and the steer and heifer inventory has been worked
down by 2.0 million head. These factors point to reduced future cattle supplies, which should support both
future calf and fed cattle prices. On the other hand, increased imports, and continued heavy placements of
heifers and lighter weight calves have added to feedlot supplies. These factors have tended to moderate cattle
prices, especidly fed cattle, and will be amajor influence on the strength of future cattle prices.

Note

This special release is only available on the NASS website at: http:/www.usda.gov/nasy.

Figure 1

U.S. All Cattle and Calves
January 1, 1980-2001

Million Head
120

115

110

105

100

95

90 | | | | | | | | | | | | | | | | | | | | | |
1980 1983 1986 1989 1992 1995 1998 2001

USDA-NASS

U.S. Cattle Supplies and Disposition Agricultural Statistics Board
September 2001 3 NASS, USDA



Figure 2

Cattleand Calves: Number by Class and Calf Crop,
United States, July 1, 1999-2001

2001 as
Class 1999 2000 2001 % of 2000
1,000 Head 1,000 Head 1,000 Head Percent
Cattle and Calves 107,000 106,300 105,800 100
Cows and Heifers That Have Calved 43,300 43,200 43,000 100
Beef Cows 34,150 33,950 33,850 100
Milk Cows 9,150 9,250 9,150 99
Heifers 500 Pounds and Over 16,600 16,500 16,400 99
For Beef Cow Replacement 4,800 4,700 4,600 98
For Milk Cow Replacement 3,700 3,700 3,600 97
Other Heifers 8,100 8,100 8,200 101
Steers 500 Pounds and Over 14,400 14,300 14,600 102
Bulls 500 Pounds and Over 2,200 2,100 2,100 100
Calves Under 500 Pounds 30,500 30,200 29,700 98
Cattle on Feed 11,500 12,300 13,100 107
Calf Crop - Annual 38,796 38,621 38,400 99

Figure 3
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Figure 4

U.S. Heifer Inventory, July 1
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1/ Excludes dairy replacement heifers. USDA-NASS

Figure 5

U.S. Annual All Cow & Heifer Slaughter

as a Percent of Total Slaughter
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Figure 6

U.S. Avg. Calf Crop and Cows
Adjusted Calf Crop and Slaughter 1/ 2/
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Figure 7
U.S. Calf Slaughter
as a Percent of Calf Crop
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Figure 8

U.S. Cattle Imports
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Figure 10

U.S. Feeder Cattle Supplies

January 1 1/2/
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Figure 11

U.S. Feeder Cattle Placed Under 600 Pounds
1000+ Head Feedlots
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Figure 12
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Figure 13
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Figure 14

U.S. Adjusted Calf Crop and Disposition
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Figure 16
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700

600

500

400

300

200

100

0]

Figure 17
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The United States Department of Agriculture (USDA) prohibits discrimination in al its programs on the basis
of race, color, national origin, gender, religion, age, disability, political beliefs, sexua orientation, and marital
or family status. (Not all prohibited bases apply to al programs.) Persons with disabilities who require
alternative means for communication of program information (braille, large print, audiotape, etc.) should
contact the USDA’s TARGET Center at 202-720-2600 (voice and TDD).

To fileacomplaint of discrimination, write USDA, Director, Office of Civil Rights, Room 326-W, Whitten

Building, 1400 Independence Avenue, SW, Washington, D.C., 20250-9410, or call 202-720-5964 (voice or
TDD). USDA isan equa opportunity provider and employer.

ACCESSTO REPORTS!!

For your convenience, there are several ways to obtain NASS reports, data products, and services:
INTERNET ACCESS

All NASS reports are available free of charge on the worldwide Internet. For access, connect to the Internet
and %? to the NASS Home Page at: http:/www.usda.gov/nass. Select “ Today's Reports’ or Publications
and then Reports by Calendar or Publications and then Search, by Title or Subject.

E-MAIL SUBSCRIPTION

There are two options for subscribing viae-mail. All NASS reports are available by subscription free of
charge direct to your e-mail address. 1) Starting with the NASS Home Page at http:/www.usda.gov/nasy,
click on Publications, then click on the Subscribe by E-mail button which takes you to the page describing
e-mail delivery of reports. Finally, click on Go to the Subscription Page and follow the instructions. 2) If
you do NOT have Internet access, send an e-mail messageto: usda-reports@usda.mannlib.cornell.edu. In
the body of the message type the word: list.

AUTOFAX ACCESS

NASSFax service is available for some reports from your fax machine. Please call 202-720-2000, using the
handset attached to your fax. Respond to the voice prompts. Document 0411 isalist of available reports.

PRINTED REPORTS OR DATA PRODUCTS

CALL OUR TOLL-FREE ORDER DESK: 800-999-6779 (U.S. and Canada)
Other areas, please call 703-605-6220 FAX: 703-605-6900
(Visa, Master Card, check, or money order acceptable for payment.)

ASSISTANCE

For assistance with general agricultural statistics or further information about NASS or its products or
services, contact the Agricultural Statistics Hotline at 800-727-9540, 7:30 am. to 4:00 p.m. ET, or e-mail:
nass@nass.usda.gov.



