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Victorian US Cow: January — December 2009

What is the Cash Price?

The cash price referred to in this report is MLA’s NLRS

Victorian US cow indicator.
It is based on the average

Murray Darling Rainfall Deciles
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Distribution Based on Gridded Data.
Product of the National Glimate Gentre

and fat score 3.
What has affected the Cash Price recently?

1 The Victorian US cow indicator is driven by the demand for
90 CL trim beef in the US and the supply of cull cows.

1 The price tends to be lowest in late autumn when
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breeders and dairies cull surplus cows; however it also

follows young cattle prices to an extent.
1 Cow prices were low along with the rest of the cattle market in early

Figure 1: Cash Price vs EYCI (Correlation 77%)

2009 due to dry conditions, however rain in May and June restricted 450
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1 The dry spring and strong AUD caused all cattle prices to fall away 350 M ! \l.n\ N ,\
from September as producers destocked. = W M
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How has this affected Basis? 200
1 The strengthening of the AUD and low milk prices in 2009 prevented 150 T —

cow basis from strengthening to 2008 levels however good
demand for trim beef in the US and reduced cow numbers
domestically supported cow prices relative to young cattle prices.

1 Basis during 2009 was relatively stable due to the young cattle
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market’s reliance on the US export market for direction. (Figure 2) 0 T T T T T !
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What is the forecast for price and basis in 20107 = 60 -
While the AUD remains strong, US Cow prices will struggle to make any =, 80 A = PN
gain on 2009 price levels. < -100 =
1 Prices for US cows should be strong through autumn as northern -120
beef breeders restock and dairy farmers profitability improves with Jan Apr Jul Oct
stronger milk prices. —2009 <-Strong Basis Years
1 Basis for US cows will remain strong as the young cattle market will —5yr Average »Weak Basis Years

continue to take direction from the US trim beef market.
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Additional information

The tables below are included to provide additional information that should help you understand the relationship
between the Eastern Young Cattle Indicator and MLA’s NLRS Victorian US cow indicator.

Table 2 shows that the volatiity (GGG
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