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Hedging and Basis Considerations For Fed Cattle Livestock
Risk Protection Insurance

Background

Livestock Risk Protection (LRP) Insurance for fed
cattle is a price-risk management tool initially offered
in June 2003 to fed cattle producers in Nebraska,
Iowa, and Illinois. LRP indemnifies against declines in
cash fed cattle sales prices, as measured by a regional
weekly weighted average cash slaughter steer price.
Producers can use LRP to protect against declines in
their own cash sales price while still benefiting from
price increases, similar to using Chicago Mercantile
Exchange (CME) put options. When using CME put
options or futures contracts to protect against price
level changes, hedgers remain exposed to basis risk (a
change in the difference between their local cash price
and futures price). As a result, livestock producers
using futures or options to hedge selling prices often
use historical basis data to forecast basis and expected
cash selling price for future livestock sales. Although
the futures or option contract provides protection
against decreases (and, in the case of futures contracts,
increases) in price level, changes in basis result in an
actual selling price higher or lower than the expected
selling price.

Similar to using futures or options, cattle produc-
ers using LRP insurance to hedge sale prices are also
exposed to a type of basis risk. However, the differ-
ence between producers’ selling price and futures
price, or futures basis, is not relevant when using LRP.
Instead, the difference between the producers’ selling
price and the 5-area weekly weighted average 35 to 65
percent choice steer price (live weight basis), or LRP
basis, is used to determine the expected selling price
for future sales of cattle. The Agricultural Marketing
Service (AMS), an agency of the U.S. Department of
Agriculture (USDA), reports this 5-area cash slaughter
cattle price daily and as a weekly average. The
volume-weighted weekly average is reported on
Monday mornings for trade the previous week and is
available at http:/ /www.ams.usda.gov/mnreports/
Im_ct150.txt. This report contains the average slaugh-
ter cattle price across five areas: Nebraska, Kansas,
Iowa/Minnesota, Colorado, and Texas/Oklahoma.
Regardless of whether fed cattle insured by LRP are
fed in Nebraska, lowa, or Illinois (states where fed
cattle LRP insurance is offered), the AMS-USDA
reported 5-area weekly average price is used to
determine LRP indemnities. The 5-area report con-
tains price averages for both steers and heifers by
quality grade. The steer price for pens or lots where 35
to 65 percent of the cattle grade choice is used for all
LRP insurance contracts, regardless if the insured lot
of cattle grades higher than 65 percent choice or lower
than 35 percent choice or if they are heifers. The 5-area
weekly weighted average 35 to 65 percent choice steer

price is used for LRP insurance because it is the most
representative publicly reported cash slaughter cattle
price and is based on the largest volume of cattle
sales.

The LRP insurance contract pays an indemnity to
the producer if the Actual Ending Value (AEV), mea-
sured by the 5-area weekly weighted average 35 to 65
percent choice live steer price, on the ending date of the
contract falls below the coverage price established when
the producer purchased the coverage endorsement. The
amount of the indemnity is the difference between the
coverage price and AEV. Therefore, the changes in the
relationship between a producer’s selling price relative
to the AEV (i.e., changes in the LRP basis) will deter-
mine whether the actual selling price is equal to the
expected selling price. Consequently, forecasting LRP
basis is important when hedging with LRP. This paper
examines historical LRP basis and demonstrates its use
in hedging with LRP.

Hedging With Futures and Options -
A Review

Futures Hedging

Futures hedging is using the futures market as a
temporary substitute for a cash market transaction
that is expected to occur at a date in the future.
Hedging with futures protects producers against the
risk of price level changes; however, changes in basis
can result in higher or lower net selling prices. Con-
sider, for example, that in January a cattle feeder who
plans to sell 100 head of 1,200 Ib. steers in the cash
market in April decides to hedge the sale by selling
three CME April live cattle futures contracts at the
current price of $80.00/cwt (the price of April live
cattle futures in January). The producer estimates the
futures basis in April for slaughter steers to be -$1.00/
cwt (e.g., the April cash market will be $1.00/cwt
lower than the April futures market in April). The
producer’s expected selling price (ESP) in April can
be found by adding the futures basis to the price level
established by selling the April futures contracts and
subtracting the brokerage commission for trading
futures contracts (here assumed to be $100/contract,
or $0.25/cwt). The ESP is $80.00/cwt +(-$1.00/cwt) -
$0.25/cwt, or $78.75/cwt. So, the producer expects to
receive $78.75/cwt for the cattle, net of brokerage
commission. This hedged price will not change as a
result of price level increases or decreases but will
change if basis is stronger or weaker than -$1.00/cwt.

The actual selling price (ASP) for the producer’s
cattle will be determined in April when the cattle are
sold in the cash market and the April futures contracts
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are offset by purchasing the futures contracts that
were sold at the outset of the hedge. During the
period of the hedge (January to April), the April live
cattle futures prices could increase or decrease, and
the April futures basis could strengthen or weaken
relative to the expected -$1.00/cwt futures basis.
Suppose price levels do decrease such that April live
cattle futures are $75.00/cwt in April, but April
futures basis is -$1.00/cwt, as expected. This situation
is summarized in the table below.

Date Cash Market Futures Market Basis
January  No action. Sell 3 CME April  Expected April
live cattle futures  basis to be
contracts at -$1/cwt
$80/cwt
April Sell 100 head of Buy 3 CME April  Actual April
1,200 Ib. steers live cattle futures  basis is -$1/cwt
at $74/cwt contracts at
$75/cwt
Cash price Net on futures No change
received = =$5/cwt
$74 /cwt

The ASP, after accounting for the futures transac-
tions, is determined by adding gains on the futures
trade to the cash selling price and subtracting broker-
age commission. In this case, the ASP is $78.75/cwt
(cash price received of $74.00/cwt plus the gain on
futures trade of $5.00/cwt less $0.25/cwt brokerage
commission). Here, the futures hedge protected the
producer against a decline in price level. Moreover,
the producer’s ASP is equal to the ESP because the
actual April futures basis of -$1.00/cwt was exactly as
forecasted in January.

The ASP will not equal the ESP if the actual April
futures basis is not -$1.00/cwt. To see this, suppose
again that April live cattle futures prices in April are
$75.00/cwt but that basis is -$3.00/cwt ($2/cwt
weaker than forecasted). In this case, the cash market
selling price is lower relative to the futures market, as
shown in the following table.

Date Cash Market Futures Market Basis
January No action. Sell 3 CME April  Expected April
live cattle futures  basis to be
contracts at -$1/cwt
$80/cwt
April Sell 100 head of Buy 3 CME April  Actual April
1,200 Ib. steers live cattle futures  basis is -$3/cwt
at $72/cwt contracts at

$75/cwt

Cash price received Net on futures

=$72/cwt

=$5/cwt

Actual basis
$2/cwt weaker
than expected

In this case, where the April futures basis was
weaker than expected, the ASP is $76.75/cwt (cash
selling price of $72.00/cwt plus the gain on futures
contract of $5.00/cwt less $0.25/cwt brokerage
commission). The same decline in price level resulted
in the same gain on the futures trade ($5.00/cwt);
however, because the April futures basis was $2.00/

cwt weaker than expected, the cash price received
was $2.00/cwt less than in the previous example.
Thus, the ASP is $2/cwt less than before, and $2/cwt
less than the ESP. The ESP, as an expectation of gross
revenue, is often used for budgeting purposes. In
cases where the ASP is lower than the ESP, actual
revenues are less than expected. Developing an ESP at
the outset of a hedge that closely approximates the
ASP is important when making budget decisions.
Because the only difference between ESP and ASP in a
futures hedge is determined by differences in actual
futures basis relative to the expected futures basis,
forecasting what the futures basis will be at the
conclusion of the hedge is critical to minimizing the
risk of receiving an actual sales price less than ex-
pected when the hedge was initiated. Using conserva-
tive estimates of basis will result in fewer unfavorable
differences between ESP and ASP.

It is also possible for the ASP to be higher than the
ESP. This occurs when actual futures basis is stronger
than the expected futures basis forecast. For example,
suppose that in the example above, the actual April
futures basis was $1.00/cwt ($2.00/cwt higher than
expected). In this case, the ASP would be $80.75/cwt
(cash selling price of $76.00/cwt plus the gain on
futures contract of $5.00/cwt less $0.25/cwt broker-
age commission), $2.00/cwt higher than the ESP of
$78.75/cwt. Another possibility in the examples above
is that the price level increased between January and
April. If this were to occur, the hedger would realize a
loss on the futures transaction, but would realize a
higher selling price in the cash market. This would
not cause a difference between the ASP and ESP.
However, a decrease (increase) in the actual April
futures basis relative to the expected April futures
basis would still result in an ASP that was lower
(higher) than the ESP.

Options Hedging

Livestock producers can use options on futures
contracts to create a minimum expected selling price
and, unlike hedging with futures, not be prevented
from realizing higher selling prices in the event price
level increases at the conclusion of the hedge. To do
so, producers purchase put options, which give them
the right but not obligation to sell the underlying
futures contract at a specified strike price at any time
during the life of the option. The minimum price
established with the put option is determined by
subtracting the option’s premium (or purchase price)
from the specified strike price. To translate the
minimum price into an expected minimum selling
price for the livestock, the appropriate futures basis
must be added and the brokerage commission de-
ducted, as in the futures hedge. Suppose, for example,
that a cattle feeder purchases three April CME live
cattle put options with a $77/cwt strike price for
$1.50/cwt to create a minimum selling price for the
sale of 100 head of 1,200 Ib. steers in April. As before,
the producer’s estimated futures basis in April is
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-$1.00/cwt and brokerage fees are $0.25/cwt. The
minimum expected sale price (MESP) is $74.25/cwt
($77.00/cwt - $1.50/cwt + -$1.00/cwt - $0.25/ cwt).
The ASP for the cattle in April will depend upon the
price level (i.e., whether the put option is used) and
the actual April futures basis. Suppose, as in the
example above, that the April live cattle futures
decline to $75/cwt in April and that futures basis is
-$1.00/cwt (as forecasted). In this case, the put option
with the strike price of $77/cwt has $2.00/cwt of
intrinsic value and could be sold for $2.00/cwt. The
outcome of this option hedge is shown in the table
below.

Date Cash Market Option Market Basis

January No action. Buy 3 $77/cwt Expected April
CME April live basis to be
cattle put options  -$1/cwt

for $1.50/cwt

April Sell 100 head of Sell 3 $77 /cwt
1,200 Ib. steers at CME April live
$74/cwt cattle put options

for $2.00/cwt

Actual April
basis is -$1/cwt

Cash price received Net on options
=$74/cwt =$%0.50/cwt

No change

The ASP is computed as before (cash price re-
ceived plus net on options less brokerage fees). Here,
the ASP is $74.25/cwt (= $74.00/cwt + $0.50/cwt -
$0.25/cwt). The MESP was realized in this case when
price levels decreased and the put options had value
in April. Even with this price level decrease from $80/
cwt in January to $75/cwt in April, the ASP could be
lower than the MESP if actual April futures basis is
weaker than the forecasted -$1.00/cwt. Suppose, for
example, that the actual April futures basis is
-$3.00/cwt. This effectively lowers the cash price
received to $72/cwt, but the net on options and
brokerage fees remains the same so that the ASP is
$72.25/cwt, $2.00/cwt less than the MESP. This $2.00/
cwt difference is a result of the actual April futures
basis being $2.00/cwt less than forecasted.

In the case of futures price level being higher than
the strike price ($77/cwt), the hedger would not offset
the put option (i.e., let it expire worthless). The
livestock would be sold at a higher cash market price,
and only half the brokerage commission (from
initially purchasing the put option) would be de-
ducted. This would (assuming constant futures basis)
result in ASP exceeding the MESP. Futures basis risk is
still present, however, in that a futures basis weaker
(stronger) than forecasted will decrease (increase) the
ASP even when futures price level is higher than the
option strike price.

Like futures hedging, hedging with put options
leaves producers exposed to futures basis risk. As we
will see below, hedging with LRP insurance contracts
works similarly to options hedging and there is still
basis risk present. However, the futures basis risk is
replaced by a different basis risk, which is discussed
in the next section.

Futures Basis vs. LRP Basis

When purchasing LRP insurance, fed cattle
producers select a coverage price from a range of
available prices reported on the Risk Management
Agency’s (RMA) Coverage Price, Rates, and Actual
Ending Values Report (http:/ /www3.rma.usda.gov/
apps/livestock_reports/Irp_select_date.cfm). The
coverage price is based on RMA’s current estimate of
the 5-area slaughter cattle price on the policy’s ending
date. If the AEV (actual ending value) of the LRP
insurance policy (as measured by the AMS-USDA
5-area Weekly Weighted Average 35 to 65 percent
Choice Steer Price, hereinafter denoted “5-area price”)
is less than the coverage price, the LRP insurance pays
an indemnity equivalent to the difference between the
coverage price and AEV. Conversely, if the AEV
exceeds the coverage price, no indemnity is paid. The
producers” ASP (actual sale price) is determined by
adding any LRP indemnity received to the cash
market selling price and deducting the LRP insurance
premium paid. The ASP will differ from the coverage
price (less premium) by the difference between the
local cash market selling price (where the cattle are
sold) and the LRP’s AEV (5-area price). This differ-
ence is called LRP basis. Like futures basis, LRP basis
must be estimated for the time of the cash market sale
(when the LRP policy ends) to determine the expected
sales price for the cattle.

LRP basis is different than futures basis; therefore,
using historical futures basis to forecast LRP basis is
inappropriate. However, similar techniques can be
used. Rather than examining seasonal trends in the
difference between local cash price and futures price
(e.g., futures basis), the difference between the local
cash price and the 5-area price (e.g., LRP basis) is of
interest. Figures 1 and 2 illustrate the 5-area price and
Nebraska direct steer price from 2000 to March 2004.
During this time period, lowest prices (in the low
$60s/cwt) occurred in the second half of 2001 and
2002 as a result of increased cattle slaughter and
heavier carcass weights generating a relative increase
in commercial beef production. All-time record high
fed cattle prices occurred in the second half of 2003 as
a result of strong domestic and international beef
demand coupled with reduced domestic and interna-
tional cattle supplies and substantially lower carcass
weights. The prices (Figures 1 and 2) indicate that the
Nebraska fed steer price generally tracks closely to the
5-area price. This is because the 5-area price includes
in its weighted average prices for cattle sales in
Nebraska. Still, there is not always a one-to-one
correspondence and the Nebraska fed steer LRP basis
changes.

Table 1 summarizes statistics for LRP basis and
traditional futures basis for Nebraska direct steers and
heifers from 2000 to March 2004. The mean LRP basis
for Nebraska fed steers of $0.10/cwt indicates that, on
average, the Nebraska direct steer price is $0.10/cwt
higher than the 5-area price. The Nebraska fed heifer
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Figure 1. Weekly 5-Area Weighted Average 35-65% Choice Steer Price (Live Weight), 2000-2004.
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Figure 2. Nebraska Weekly Average Choice Steer Price (Live Weight), 2000-2004.

price averaged $0.19/cwt higher than the 5-area price (CV) measures variability in the basis after accounting
from 2000-2004 (during this time, the Nebraska fed for different sized means. A higher CV is associated
heifer price averaged $0.09/cwt higher than the with more variability and increased difficulty in
Nebraska fed steer price). The mean steer and heifer forecasting the basis for a future date. As shown in
LRP basis was $0.46/cwt higher than the traditional Table 1, the CV for Nebraska steer LRP basis is higher
nearby futures basis. The range in LRP basis from than for futures basis, indicating that LRP basis is
2000 to 2004 was about one-third to one-half of the more variable (less predictable) about its mean.

range in futures basis. The coefficient of variation Conversely, the CV for Nebraska heifer LRP basis is
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Table 1. Nebraska Direct Steer and Heifer LRP Basis and Futures Basis Summary Statistics, 2000-March 2004.

LRP Basis Futures Basis LRP Basis Futures Basis
($/cwt) ($/cwt) ($/cwt) ($/cwt)
Steers Heifers
Mean 0.10 -0.36 0.19 -0.27
Minimum -2.99 -7.52 -1.65 -4.85
Maximum 5.32 13.24 4.17 12.09
Standard Deviation 0.97 2.46 0.83 2.28
Coefficient of Variation* 9.85 6.90 4.45 8.43

*Coefficient of variation is standard deviation divided by the absolute value of the mean. Thus, it is a unitless number.

smaller than for futures basis. Because steer LRP basis
is more variable and heifer LRP basis is less variable
than futures basis, accounting for the variability in
forecasting LRP basis may be more difficult for steers
and less difficult for heifers, relative to futures basis
forecasting.

Figures 3 and 4 show the Nebraska steer and heifer
LRP basis, respectively, from 2000 to March 2004.
Prior to 2003, the Nebraska steer and heifer LRP basis
tended to be between -$1.00/cwt and $1.00/cwt.
During the second half of 2003, unusual market
conditions of tight live cattle and beef supplies and
significantly higher consumer demand resulted in not
only record high fed cattle prices, but also substantial
premiums for cattle that would grade choice (a result
of very current cattle on feed inventories, lighter
carcass weights, and strong demand for choice beef).
Nebraska typically feeds a relatively larger share of
high grading cattle and, with a lack of Choice or better
cattle available, the premiums for Choice grading
cattle in Nebraska (relative to the 5-area price) in-
creased substantially, such that the Nebraska steer
and heifer LRP basis peaked at more than $5/cwt and
$4/cwt, respectively.

The data used in Figures 1 to 4 are reported in
Tables 2 to 6. These tables report data from 1992 to
2004 to provide historical background on the respec-
tive price and basis series and will provide the
necessary LRP basis information to determine the
expected selling price when hedging with LRP
(discussed in the next section). However, the aver-
ages, minimums, and maximums reported on the
tables and previously discussed are only for the years
2000 to 2003. Analysis of the historical average LRP
basis data from 1997 to 2003 indicated that the
previous four-year average predicted the current year
basis better than five-year, three-year and two-year
averages. In other words, the best historical average
LRP basis to use in forecasting LRP basis for dates in
2004 is the previous four-year average (the 2000 to
2003 average). In 2005, the best predictor of LRP basis
would be the 2001 to 2004 historical average. Thus, it
is important to routinely track and update LRP basis,
as is the case for traditional futures basis.

The slaughter steer and heifer prices used in this
analysis were Nebraska direct trade prices for all qual-
ity grades. These provide a reasonable and representa-
tive price and basis for Nebraska cattle feeders hedging

with LRP. However, it is still an average price. Individual
producers in Nebraska should adjust these prices or
basis by the premiums or discounts they receive for their
cattle. In other words, if a Nebraska producer consis-
tently sells fed steers at prices $0.15/cwt higher than
the Nebraska average prices reported in Table 3, these
prices and the basis data in Table 5 should be increased
by $0.15/cwt. This underscores the importance of pro-
ducers tracking their own cash and basis data for the
type (grade) of livestock they typically sell and their own
specific location.

Figures 5 through 9 illustrate the seasonal trends in
the 5-area price, Nebraska steer and heifer prices, and
the Nebraska steer and heifer LRP basis from 2000 to
2003. Figures 5 through 7 show that the seasonal trend
for cattle prices is for seasonally high prices from
November through April, with the high typically posted
in April or November. Seasonally, fed cattle prices (both
5-area and Nebraska steer and heifer) tend to be lowest
during the summer months and gradually recover dur-
ing the fall. These seasonal trends are a result of lower
commercial cattle slaughter in the spring and higher
slaughter in the summer and lighter fed cattle weights
in the spring and heavier weights in the summer.

The seasonal trend in Nebraska steer and heifer
LRP basis, based on the 2000 to 2003 average, is for
LRP basis to be negative from December through
March and briefly at the end of June (Figures § and 9).
The remainder of the year it is, on average, positive
(e.g., the Nebraska price is higher than the 5-area
price). The average LRP basis from July through
December is heavily influenced by the maximum LRP
basis, which occurred in 2003 (see the maximum line
on Figures 8 and 9). Without the strong increase in LRP
basis during the second half of 2003, the average LRP
basis would be lower, and likely negative from
September to December. Thus, to the extent that 2003
becomes an “outlier” year in terms of high price levels
and high Nebraska LRP basis levels, the averages
from September through December may overestimate
the 2004 LRP basis to expect in the third and fourth
quarter. The general pattern, however, for LRP basis
to be positive in the second quarter and negative in
the first and fourth quarter is likely due to harsher
weather conditions in Nebraska relative to the entire
5-area market that creates additional mud on animals
(which results in price discounts) during the winter
months.
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Figure 3. Nebraska Choice Steer LRP Basis, 2000-2004. (Difference Between Nebraska Choice Steer Price and
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Figure 4. Nebraska Choice Heifer LRP Basis, 2000-2004. (Difference Between Nebraska Choice Heifer Price and
5-Area Weekly Weighted Average 35-65% Choice Steer Price).
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Table 2. 5-Area Weekly Weighted Average 35-65% Choice Steer Price, 1992-2004.

2000-03  2000-03  2000-03
Date Week 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 Average Minimum Maximum

1/3 1 7008 7793 7186 7224 6495 66.02 6594 60.02 6816 7743 65.89 7484 7471 71.58 65.89 77.43
1/10 2 7235 78.02 73.06 7292 64.04 6499 6396 6093 69.77 7875 6597 7781 7423 73.08 65.97 78.75
1/17 3 7447 80.18 73.84 7340 6473 6589 6396 6198 6887 7996 6796 79.74 7897 74.13 67.96 79.96
1/24 4 7425 81.03 7246 7485 6413 65.06 6496 6175 6836 78.00 68.82 78.61 85.55 73.45 68.36 78.61
1/31 5 7488 79.63 7234 7392 6287 64.04 6298 5991 6953 7796 70.61 79.38 80.42 74.37 69.53 79.38

2/7 6 7613 78.65 7142 7341 6297 6304 6137 6265 6898 78.05 71.82 81.62 7520 75.12 68.98 81.62
2/14 7 7791 8071 7322 7484 6299 6382 6027 63.86 6812 7811 7193 78.61 7721 74.19 68.12 78.61
2/21 8 77.82 8212 7450 73.64 6296 6546 61.89 6284 6822 7996 7097 79.76 7878 74.73 68.22 79.96
2/28 9 7648 81.09 7584 7378 6299 68.67 59.38 63.01 70.12 8193 7054 79.64 8190 75.56 70.12 81.93

3/7 10 7681 80.55 75.68 7370 61.15 68.05 6097 6473 7190 81.08 73.03 76.99 8496 75.75 71.90 81.08
3/14 11 79.02 8138 7553 7135 6150 67.83 6295 66.02 71.82 79.82 7415 76.64 87.67 75.61 71.82 79.82
3/21 12 78.61 8270 7498 6942 63.03 6748 63.00 65.04 7299 7797 7094 7799 8656 7497 70.94 77.99
3/28 13 7784 8461 7531 6680 6235 67.05 61.81 64.03 72.01 79.00 7020 7799 82.82 74.80 70.20 79.00

4/4 14 7878 8377 7672 6924 6201 6700 6184 6464 7200 79.73 71.87 79.07 75.67 71.87 79.73
4/11 15 79.71 8158 77.06 6812 6191 6624 6594 65.89 73.07 79.06 6846 80.20 75.20 68.46 80.20
4/18 16 7829 8228 7485 6585 5872 69.00 6566 6502 7405 7699 66.35 79.46 74.21 66.35 79.46
4/25 17 7641 8172 7388 6775 5561 68.02 6400 6505 7398 7505 6393 77.87 72.71 63.93 77.87
5/2 18 77.07 8194 71.66 6675 5886 6798 6599 6599 7281 75.05 65.01 78.08 72.74 65.01 78.08
5/9 19 77.08 8261 69.83 6421 6163 6891 6601 6498 7194 7418 67.89 7826 73.07 67.89 78.26
5/16 20 77.69 8209 6856 63.65 60.06 6796 65.02 64.00 7096 7441 66.75 79.67 72.95 66.75 79.67
5/23 21 7554 8101 6470 64.08 5895 66.89 63.99 6501 69.09 7593 63.82 78.35 71.80 63.82 78.35
5/30 22 7419 7892 6727 63.02 5990 6543 63.03 6586 69.05 76.76 63.66 79.96 72.36 63.66 79.96
6/6 23 7366 7692 6421 6489 6127 6440 6395 6599 70.00 7570 63.00 79.65 72.09 63.00 79.65
6/13 24 7416 78.02 6459 6487 6294 6299 6482 6692 70.09 7399 6391 77.34 71.33 63.91 77.34
6/20 25 7408 7877 6333 6388 61.07 64.07 6397 66.88 69.05 7199 64.63 7448 70.04 64.63 74.48
6/27 26 7270 76.05 6039 63.08 6001 63.08 6288 6588 67.86 71.14 63.80 73.94 69.19 63.80 73.94
7/4 27 7285 7587 6107 6295 6327 63.04 6199 64.03 6773 7026 6374 7490 69.16 63.74 74.90
7/11 28 7288 7589 65.67 6226 6498 6189 6096 6393 67.80 70.16 6298 74.28 68.81 62.98 74.28
7/18 29 7383 7428 7054 6099 65.02 64.00 5995 64.09 6697 71.08 63.70 73.17 68.73 63.70 73.17
7/25 30 73.06 72.60 6758 6129 63.96 6399 5927 6471 6521 71.61 6282 7655 69.05 62.82 76.55
8/1 31 7217 7380 6944 6381 6285 66.03 59.00 6506 64.02 6991 62.67 80.00 69.15 62.67 80.00
8/8 32 7345 7583 70.07 6346 6587 6479 5927 6495 6414 6896 61.87 79.56 68.63 61.87 79.56
8/15 33 7470 76.64 6832 6177 6597 6489 60.00 65.08 6594 6991 6381 78.30 69.49 63.81 78.30
8/22 34 7415 7496 6531 6075 6758 6599 5879 6526 6599 70.10 6440 80.62 70.28 64.40 80.62
8/29 35 7473 7381 6618 60.07 6895 65.01 5716 65.64 64.06 69.94 6348 82.02 69.88 63.48 82.02
9/5 36 7379 7397 6728 6373 69.59 6491 5627 6593 6412 6999 6371 84.94 70.69 63.71 84.94
9/12 37 7466 7529 6719 6396 70.62 6687 5786 66.01 6498 69.88 65.68 88.52 72.27 64.98 88.52
9/19 38 7556 7462 6657 6393 7199 6676 5993 66.06 6592 68.60 66.74 89.62 72.72 65.92 89.62
9/26 39 75.65 7274 6683 6480 7197 66.00 5898 65.03 6699 66.17 6580 89.34 72.08 65.80 89.34
10/3 40 75.07 7124 6545 6296 72.69 6598 5723 6679 67.68 6730 64.03 90.55 72.39 64.03 90.55
10/10 41 7544 7168 6498 6436 71.01 65.01 5889 6824 6787 67.63 64.67 9561 73.95 64.67 95.61
10/17 42 7597 69.63 6535 65.68 70.04 6597 6221 7071 6798 6623 65.86 108.19 77.07 65.86 108.19
10/24 43 76.75 7259 6922 6585 70.01 6798 63.02 7034 6995 65.06 6692 97.51 74.86 65.06 97.51
10/31 44 7596 7461 69.46 67.08 70.85 6996 6396 69.16 7092 6494 67.80 101.07 76.18 64.94 101.07

11/7 45 7493 7293 6990 6782 7196 69.02 6318 69.26 7191 6393 6857 103.62 77.01 63.93 103.62
11/14 46 7494 7266 69.85 68.86 72.06 6794 6298 69.88 7198 6093 69.55 99.35 75.45 60.93 99.35
11/21 47 7554 7389 69.77 6798 70.17 6699 61.03 7090 7297 6441 7131 9792 76.65 64.41 97.92
11/28 48 76,59 7281 6795 6759 6791 6700 6182 7092 73.00 6528 7292 100.33 77.88 65.28 100.33

12/5 49 7757 7218 6822 6711 68.09 66.84 6193 70.09 7475 65.35 73.53 100.27 78.48 65.35 100.27
12/12 50 77.75 7159 6994 66.08 66.07 66.01 60.67 69.88 7687 6297 72.66 96.93 77.36 62.97 96.93
12/19 51 79.08 7227 6990 6561 6501 6501 5793 6869 7696 6193 71.65 91.66 75.55 61.93 91.66
12/26 52 7856 7372 69.86 6536 6589 6476 5834 6798 76.80 64.05 73.40 86.15 75.10 64.05 86.15
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Table 3. Nebraska Direct Slaughter Steer Prices, 1992-2004.

2000-03 2000-03  2000-03
Date Week 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 Average Minimum Maximum

1/3 1 68.00 77.63 7038 68.00 6425 66.75 6524 59.72 6774 7734 6570 7458 7480 71.34 65.70 77.34
1/10 2 69.75 7794 71.13 7050 63.75 6625 64.08 60.01 6897 7843 6597 77.67 7480 72.76 65.97 78.43
1/17 3 7142 80.06 71.88 7025 64.13 6575 6397 6163 6788 7981 67.83 79.15 79.21 73.67 67.83 79.81
1/24 4 7125 80.13 7138 7175 63.81 6550 6422 6086 6722 7784 6844 7776 86.31 72.81 67.22 77.84
1/31 5 7275 7938 7138 71.00 61.00 65.19 6299 60.05 68.04 77.39 69.66 77.70 81.55 73.20 68.04 77.70

2/7 6 7538 7794 7025 7075 6225 6425 6098 61.02 68.78 77.89 7097 80.15 75.71 74.45 68.78 80.15
2/14 7 7700 80.81 7175 7250 6225 6425 59.54 6196 68.00 7883 7198 7697 7731 73.95 68.00 78.83
2/21 8 7675 8138 7225 7225 6200 6438 6247 6222 6781 79.83 71.07 78.07 7847 74.20 67.81 79.83
2/28 9 7650 8138 7388 71.00 6225 66.88 59.00 62.72 69.85 8191 7053 79.14 8195 75.36 69.85 81.91

3/7 10 7583 80.50 7331 7150 6150 68.00 6099 6443 71.61 81.68 73.09 76.83 8493 75.80 71.61 81.68
3/14 11 7781 8125 7375 7050 6056 67.50 62.65 65.70 71.87 79.75 7436 76.04 88.18 75.51 71.87 79.75
3/21 12 7742 8250 7319 6875 6325 67.63 63.09 64.65 7275 7811 7128 7833 8771 75.12 71.28 78.33
3/28 13 7725 8592 7344 6719 6263 6713 61.74 6429 7203 79.05 7091 7849 83.10 75.12 7091 79.05

4/4 14 7733 8350 7469 6575 6213 6775 6149 6433 7204 8021 71.76 79.78 75.95 71.76 80.21
4/11 15 7875 8138 7538 6825 6225 66.88 65.60 64.96 7347 68.61  80.84 74.31 68.61 80.84
4/18 16 7756 8250 7313 6575 5938 67.88 6594 6497 7436 7698 67.07 79.09 74.38 67.07 79.09
4/25 17 7650 8233 7250 6519 5650 6725 6446 6516 7424 7541 6498 77.99 73.16 64.98 77.99
5/2 18 76.67 8225 71.63 6575 5169 67.63 6558 6576 7292 7522 6555 78.28 72.99 65.55 78.28
5/9 19 7717 8213 68.63 63.38 59.81 68.63 6595 6483 7222 7494 6850 79.12 73.69 68.50 79.12
5/16 20 77.67 8225 6875 6150 59.88 69.00 65.13 63.88 71.06 7418 67.06 80.01 73.08 67.06 80.01
5/23 21 7613 8175 6475 63.00 57.75 68.00 64.10 64.53 6958 76.73 63.62 7845 72.10 63.62 78.45
5/30 22 7550 7925 6550 63.75 5850 67.75 63.14 6459 69.13 77.02 6389 79.97 72.50 63.89 79.97
6/6 23 7488 76.63 6344 6375 59.00 6563 6395 6552 7001 7654 63.03 79.61 72.30 63.03 79.61
6/13 24 7563 7781 6425 6450 6088 6450 64.03 6598 70.07 7498 63.80 77.33 71.55 63.80 77.33
6/20 25 7525 7831 6375 6400 6150 6550 63.66 6632 6928 7231 64.17 73.26 69.75 64.17 73.26
6/27 26 7413 7575 6044 6338 6025 64.38 6235 65.07 6727 7138 6322 73.89 68.94 63.22 73.89
7/4 27 7383 7488 6125 6338 6050 64.13 61.89 6375 67.02 71.01 63.06 74.90 69.00 63.06 74.90
7/11 28 73.04 75.00 63.19 6281 6238 6350 6070 63.12 6711 71.19 61.87 7527 68.86 61.87 75.27
7/18 29 7388 7356 6738 6125 6375 6425 59.65 6383 67.04 7217 62.72 7427 69.05 62.72 74.27
7/25 30 73.63 7150 66.06 6150 6350 6450 5925 6418 65.63 7199 62.62 77.67 69.48 62.62 77.67
8/1 31 7275 72.00 6531 6319 6250 6569 59.08 6489 63.97 70.08 62.38 80.48 69.23 62.38 80.48
8/8 32 7338 7463 6725 63.38 6488 6588 59.02 6463 6401 6934 6218 80.79 69.08 62.18 80.79
8/15 33 7425 7506 6581 6175 6575 64.88 5998 6494 6541 7080 63.71 79.96 69.97 63.71 79.96
8/22 34 7250 7400 6375 6138 66.75 6450 59.14 65.33 65.83 70.10 6394 8143 70.33 63.94 81.43
8/29 35 73.88 7306 6400 59.00 6625 6450 57.67 6549 6444 69.92 6297 83.02 70.09 62.97 83.02
9/5 36 7281 7281 66.00 60.75 68.00 6425 5722 6572 63.83 69.67 6296 85.99 70.61 62.96 85.99
9/12 37 7375 7400 6525 61.00 6850 65.00 57.67 65.89 6475 6994 6436 89.89 72.24 64.36 89.89
9/19 38 7425 7331 6463 6188 6975 6538 60.02 6631 65.09 69.02 66.09 92.37 73.14 65.09 92.37
9/26 39 7433 7181 65.63 6275 6888 65.00 59.22 6558 6595 66.66 64.75 93.16 72.63 64.75 93.16
10/3 40 7425 69.63 6475 6219 70.00 66.13 5781 6621 6696 66.65 63.42 93.05 72.52 63.42 93.05
10/10 41 7425 70.63 6488 61.75 69.75 65.88 59.08 68.02 6739 68.01 6336 99.21 74.49 63.36 99.21
10/17 42 74.00 6850 65.00 63.75 6825 6563 6196 7044 6757 6622 6575 11351 78.26 65.75 113.51
10/24 43 75.06 7156 6725 6394 69.75 6675 63.03 70.10 69.48 65.27 66.49 100.70 7548 65.27 100.70
10/31 44 7483 7133 6625 6494 70.63 6850 6349 6928 69.80 6521 6721 102.60 76.20 65.21 102.60

11/7 45 7433 70.38 66.88 6675 7138 6694 6298 69.63 7125 6393 67.65 105.14 76.99 63.93 105.14
11/14 46 74.08 69.94 6788 67.00 73.13 6575 6243 69.69 7159 62.80 69.02 103.09 76.62 62.80 103.09
11/21 47 75.00 7125 67.75 67.75 72.63 6594 6131 7062 7244 65.10 70.78 99.35 76.92 65.10 99.35
11/28 48 75.88 69.69 66.63 6725 6825 66.00 6140 70.67 7273 6656 72.08 101.86 78.31 66.56 101.86

12/5 49 7675 70.88 65.75 66.81 7050 6544 6192 7079 7442 65.16 7293 102.27 78.69 65.16 102.27
12/12 50 7650 69.56 67.00 67.00 69.00 6550 6026 6991 76.61 6283 72.09 97.00 77.13 62.83 97.00
12/19 51 77.71 7025 6650 66.00 66.25 65.13 57.74 6897 76.67 6222 7129 91.88 75.52 62.22 91.88
12/26 52 7731 7175 66.75 66.00 66.50 6425 5720 67.74 7770 64.59 7293 83.16 74.59 64.59 83.16
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Table 4. Nebraska Direct Slaughter Heifer Prices, 1992-2004.

2000-03  2000-03  2000-03
Date Week 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 Average Minimum Maximum

1/3 1 68.00 7738 7031 68.00 64.00 67.00 64.75 59.89 6792 7730 6586 7497 7462 7151 65.86 77.30
1/10 2 6950 77.63 71.06 7050 63.75 66.63 6422 60.00 69.11 7854 6631 7756 7528 72.88 66.31 78.54
1/17 3 7150 79.75 71.88 7025 64.13 65.38 63.81 6188 68.04 79.78 68.03 79.10 79.51 73.74 68.03 79.78
1/24 4 7113 7988 71.13 7175 63.69 6525 64.60 6095 6729 7795 6871 78.12 86.40 73.02 67.29 78.12
1/31 5 7250 79.13 71.19 71.00 61.00 6494 6311 6033 6846 7747 7027 7811 81.38 73.58 68.46 78.11

2/7 6 7519 7756 70.00 7075 6217 6400 6132 61.64 68.88 7795 71.03 80.47 7654 7458 68.88 80.47
2/14 7 7713 8044 7150 7250 6225 64.00 59.62 62.00 68.17 7854 7218 7720 77.10 74.02 68.17 78.54
2/21 8 7650 8094 7200 7225 6200 6425 6276 6240 6791 79.72 7120 78.11 7850 74.24 67.91 79.72
2/28 9 76.00 8125 7381 7050 6225 6638 59.14 63.01 69.85 81.72 70.72 7948 8222 7544 69.85 81.72

3/7 10 7544 8050 7331 7150 6125 6775 6124 6457 7170 8157 7335 76.60 8495 75.81 71.70 81.57
3/14 11 7750 81.00 7375 7050 6038 67.00 6284 6576 71.87 79.71 7429 76.34 88.10 75.55 71.87 79.71
3/21 12 7733 8200 7319 6875 6288 6725 6292 64.84 7286 78.09 7129 7815 88.03 75.10 71.29 78.15
3/28 13 7475 85.13 7325 67.19 62.63 6638 6195 6453 7209 7875 70.83 7835 83.07 75.01 70.83 78.75

4/4 14 7729 83.00 7475 65.63 6175 6750 6146 6448 7210 80.21 71.71 79.76 75.94 71.71 80.21
4/11 15 7842 81.00 7525 68.00 61.75 66.63 6568 65.03 73.38 68.66  80.82 74.29 68.66 80.82
4/18 16 77.06 82.00 73.13 6563 59.00 6738 6588 65.03 74.22 6693  79.15 73.43 66.93 79.15
4/25 17 7625 8192 7263 6519 5650 67.00 6429 6516 7417 75.07 6496 77.94 73.04 64.96 77.94
5/2 18 7642 82.00 71.63 6550 5150 6750 6539 6558 7295 7522 6546 78.20 72.96 65.46 78.20
5/9 19 7658 82.00 6825 6325 5925 6838 66.12 6466 7213 7431 6859 79.19 73.55 68.59 79.19
5/16 20 77.00 8188 6844 61.00 5938 68.75 65.01 6370 71.14 7414 6699 7991 73.04 66.99 79.91
5/23 21 76.06 8133 6450 6269 5775 67.63 64.04 6424 69.59 63.76  78.34 70.56 63.76 78.34
5/30 22 7469 79.13 6550 6325 5775 6750 63.15 6475 6922 77.03 6353 79.99 72.44 63.53 79.99
6/6 23 7375 7625 6325 6375 5838 6550 6392 6535 70.13 76.14 62.99 79.98 72.31 62.99 79.98
6/13 24 7542 7769 6400 6438 60.63 64.00 64.01 66.00 70.14 7487 6393 77.31 71.56 63.93 77.31
6/20 25 75.00 7831 6375 6388 6138 6513 63.85 6622 69.14 7233 6415 7391 69.88 64.15 7391
6/27 26 7388 75.67 59.81 63.00 59.75 63.88 6220 65.05 6757 72.02 6332 73.70 69.15 63.32 73.70
7/4 27 7354 7488 6100 6325 60.13 64.00 61.84 6376 6722 71.09 63.12 75.02 69.11 63.12 75.02
7/11 28 7356 75.00 62.88 6281 6213 6338 6053 6323 67.19 71.07 6193 7538 68.89 61.93 75.38
7/18 29 7375 7350 67.06 6100 6363 6400 5953 6381 6719 7211 6278 74.32 69.10 62.78 74.32
7/25 30 7331 71.00 6588 61.25 6331 6450 59.15 6413 6564 7215 62.66 77.33 69.44 62.66 77.33
8/1 31 7267 7175 6531 63.00 6250 6544 59.19 6484 64.01 62.71  80.38 69.03 62.71 80.38
8/8 32 7313 7438 6694 6338 6475 6500 59.09 6456 6421 62.32 80.54 69.02 62.32 80.54
8/15 33 7400 75.00 6581 61.75 6575 64.63 5995 6494 6554 7058 64.01 80.01 70.03 64.01 80.01
8/22 34 7288 7375 6375 6125 6625 6488 5899 6522 6587 70.14 6449 81.56 70.52 64.49 81.56
8/29 35 73.88 7275 6394 5850 6575 63.81 5774 6539 6450 69.98 6320 83.00 70.17 63.20 83.00
9/5 36 7275 7263 66.00 60.75 6750 64.00 5715 6562 63.82 69.82 6335 85.84 70.71 63.35 85.84
9/12 37 7375 7400 6525 61.00 6825 6481 57.60 66.00 6497 6993 6532 89.95 72.54 64.97 89.95
9/19 38 7396 7331 6456 6169 6925 64.88 59.97 6648 6511 68.86 66.65 92.56 73.30 65.11 92.56
9/26 39 7438 7183 6525 6263 6838 6475 59.04 6585 66.01 66.33 65.68 92.63 72.66 65.68 92.63
10/3 40 7419 6931 6475 6194 69.63 6575 5805 6634 6694 67.02 6404 93.16 72.79 64.04 93.16
10/10 41 7425 7038 6481 61.50 69.25 6575 59.05 6826 6745 68.05 63.85 9842 74.44 63.85 98.42
10/17 42 7400 68.38 6500 63.00 69.38 6550 62.04 7033 67.83 66.60 66.07 112.36 78.21 66.07 112.36
10/24 43 7481 7125 6694 63.81 69.25 6625 63.03 7025 6945 6539 66.73 100.48 75.51 65.39 100.48
10/31 44 7463 7131 6625 6494 7038 6813 6370 69.09 69.87 6536 67.36 102.70 76.32 65.36 102.70

11/7 45 7425 70.06 66.63 6650 7150 6650 6328 69.53 71.33 64.66 67.90 105.15 77.26 64.66 105.15
11/14 46 74.00 69.69 67.75 66.75 7338 6575 6217 6956 71.85 62.75 69.15 102.55 76.58 62.75 102.55
11/21 47 7475 7131 6750 6750 7438 6538 61.13 7074 7263 64.72 71.12 99.38 76.96 64.72 99.38
11/28 48 7575 69.75 6625 67.00 7025 65.63 6145 7064 7264 6674 7297 101.62 78.49 66.74 101.62

12/5 49 7642 7056 6575 66.69 7125 6550 6206 7092 7440 6542 73.31 101.60 78.68 65.42 101.60
12/12 50 7625 69.75 66.88 66.88 69.00 6550 60.78 6999 76.72 63.16 7225 97.18 77.33 63.16 97.18
12/19 51 7738 70.00 6625 66.00 66.13 64.81 5761 69.09 7642 6225 7116 9191 75.44 62.25 91.91
12/26 52 77.00 71.63 6650 66.00 66.50 64.00 5730 68.04 7755 6525 73.03 88.98 76.20 65.25 88.98
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Table 5. Nebraska Steer LRP Basis, 1992-2004.

2000-03 2000-03  2000-03
Date Week 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 Average Minimum Maximum

1/3 1 -208 -030 -148 -424 -0.70 073 -070 -030 -0.42 -0.09 -0.19 -0.26 0.09 -0.24 -0.42 -0.09
1/10 2 -260 -0.08 -193 -242 -0.29 1.26 012 -092 -0.80 -0.32 0.00 -0.14 0.57 -0.31 -0.80 0.00
1/17 3 -305 -0.12 -196 -3.15 -0.60 -0.14 001 -035 -099 -0.15 -0.13 -0.59 024 -0.46 -0.99 -0.13
1/24 4 -300 -090 -1.08 -3.10 -0.32 044 -074 -089 -1.14 -0.16 -0.38 -0.85 076 -0.63 -1.14 -0.16
1/31 5 -213 -025 -096 -292 -1.87 1.15 0.01 014 -149 -057 -095 -1.68 113 -1.17 -1.68 -0.57
2/7 6 -075 -071 -117 -2.66 -0.72 121 -039 -163 -020 -0.16 -0.8 -147 051 -0.67 -1.47 -0.16
2/14 7 -091 010 -147 -234 -074 043 -073 -190 -012 072 005 -l.o4 010 -0.25 -1.64 0.72
2/21 8 -107 -074 -225 -139 -096 ~-1.08 058 -0.62 -041 -0.13 010 -1.69 -031 -0.53 -1.69 0.10
2/28 9 002 029 -196 -278 -074 -1.79 -038 -029 -027 -0.02 -0.01 -0.50 0.05 -0.20 -0.50 -0.01
3/7 10 -098 -0.05 -2.37 -2.20 035 -0.05 0.02 -030 -029 060 0.06 -0.16 -0.03 0.05 -0.29 0.60
3/14 11 -121 -013 -1.78 -0.85 -094 -033 -0.30 -0.32 0.05 -0.07 021 -0.60 0.51 -0.10 -0.60 0.21
3/21 12 -119 -020 -179 -0.67 022 0.15 009 -039 -024 014 034 0.34 115 0.15 -0.24 0.34
3/28 13 -059 131 -1.87 0.39 0.28 008 -0.07 026 0.02 005 071 0.50 028 032 0.02 0.71
4/4 14 -145 -027 -2.03 -3.49 0.12 075 -035 -0.31 0.04 048 -0.11 0.71 0.28 -0.11 0.71
4/11 15 -096 -020 -1.68 0.13 0.34 064 -034 -093 0.40 0.15 0.64 0.40 0.15 0.64
4/18 16 -073 022 -172 -0.10 0.66 -1.12 028 -0.05 031 -0.01 072 -0.37 0.16 -0.37 0.72
4/25 17 009 061 -1.38 -2.56 089 -0.77 046 0.11 026 036 1.05 0.12 0.45 0.12 1.05
5/2 18 -040 031 -0.03 -1.00 -717 -0.35 -041 -0.23 011 017 0.54 0.20 0.25 0.11 0.54
5/9 19 009 -048 -120 -0.83 -1.82 -028 -0.06 -0.15 028 076 0.61 0.86 0.63 0.28 0.86
5/16 20 -0.02 0.16 019 -215 -0.18 1.04 011 -0.12 010 -0.23 0.31 0.34 0.13 -0.23 0.34
5/23 21 059 0.74 005 -1.08 -1.20 1.11 011 -0.48 049 0.80 -0.20 0.10 0.30 -0.20 0.80
5/30 22 131 033 -177 073 -140 232 011 -127 0.08 026 0.23 0.01 0.15 0.01 0.26
6/6 23 122 -029 -077 -114 -227 1.23 0.00 -047 001 084 0.03 -0.04 0.21 -0.04 0.84
6/13 24 147 -021 -0.34 -037 -2.06 151 -079 -094 -0.02 099 -011 -0.01 0.21 -0.11 0.99
6/20 25 117 -0.46 0.42 0.12 0.43 143 -0.31 -0.56 023 032 -046 -1.22 -0.28 -1.22 0.32
6/27 26 143 -0.30 0.05 0.30 0.24 1.30 -053 -0.81 -0.59 024 -0.58 -0.05 -0.25 -0.59 0.24
7/4 27 098 -0.99 0.18 043 -2.77 1.09 -0.10 -028 -071 0.75 -0.68 0.00 -0.16 -0.71 0.75
7/11 28 016 -0.89 -2.48 055 -2.60 161 -026 -081 -0.69 1.03 -1.11 0.99 0.05 -1.11 1.03
7/18 29 005 -0.72 -3.16 026 -127 025 -030 -0.26 007 1.09 -0.98 1.10 0.32 -0.98 1.10
7/25 30 057 -1.10 ~-1.52 021 -046 051 -0.02 -0.53 042 038 -0.20 1.12 0.43 -0.20 1.12
8/1 31 058 -1.80 -413 -062 -035 -0.34 0.08 -0.17 -0.05 0.17 -0.29 0.48 0.08 -0.29 0.48
8/8 32 -0.07 -120 -2.82 -0.08 -0.99 1.09 -025 -032 -013 038 031 1.23 0.45 -0.13 1.23
8/15 33 -045 -158 -251 -0.02 -022 -0.01 -0.02 -0.14 -053 0.89 -0.10 1.66 0.48 -0.53 1.66
8/22 34 -165 -096 -1.56 063 -0.83 -1.49 0.35 0.07 -0.16 0.00 -0.46 0.81 0.05 -0.46 0.81
8/29 35 -085 -075 -218 -1.07 -270 -0.51 051 -0.15 038 -0.02 -0.51 1.00 0.21 -0.51 1.00
9/5 36 -098 -1.16 -128 -298 -159 -0.66 095 -021 -029 -0.32 -0.75 1.05 -0.08 -0.75 1.05
9/12 37 -091 -129 -194 -296 -212 -187 -019 -0.12 -023 006 -1.32 1.37 -0.03 -1.32 1.37
9/19 38 -131 -131 -194 -205 -224 -138 0.09 025 -0.83 042 -0.65 2.75 0.42 -0.83 2.75
9/26 39 -132 -093 -125 -205 -3.09 -1.00 0.24 055 -1.04 049 -1.05 3.82 0.55 -1.05 3.82
10/3 40 -0.82 -161 -0.70 -0.77 -2.69 0.15 058 -0.58 -0.72 -0.65 -0.61 2.50 0.13 -0.72 2.50
10/10 41 -1.19 -1.05 -0.10 -2.61 -1.26 087 019 -022 -048 038 -1.31 3.60 0.55 -1.31 3.60
10/17 42 -197 -113 -035 -193 -1.79 -034 -025 -027 -041 -0.01 -0.11 5.32 1.20 -0.41 5.32
10/24 43 -1.69 -1.03 -197 -191 -026 -1.23 001 -024 -047 021 -043 3.19 0.62 -0.47 3.19
10/31 44 -113 -328 -321 -214 -022 -146 -047 012 -112 027 -0.59 1.53 0.02 -1.12 1.53

11/7 45 -0.60 -255 -3.02 -1.07 -0.58 -2.08 -0.20 037 -0.66 0.00 -0.92 1.52 -0.01 -0.92 1.52
11/14 46 -086 -2.72 -197 -1.86 1.07 -219 -055 -019 -039 187 -0.53 3.74 1.17 -0.53 3.74
11/21 47 -054 -2.64 -2.02 -0.23 246 -1.05 028 -028 -053 0.69 -0.53 1.43 0.26 -0.53 1.43
11/28 48 -0.71 -3.12 -1.32 -0.34 034 -1.00 -042 -025 -027 128 -0.84 1.53 0.42 -0.84 1.53

12/5 49 -082 -1.30 -247 -0.30 241 -140 -0.01 0.70 -0.33 -0.19 -0.60 2.00 0.22 -0.60 2.00
12/12 50 -1.25 -2.03 -2.94 0.92 293 -051 -041 0.03 -026 -014 -057 0.07 -0.23 -0.57 0.07
12/19 51 -137 -2.02 -3.40 0.39 1.24 012 -0.19 028 -029 029 -0.36 0.22 -0.03 -0.36 0.29
12/26 52 -125 -197 -311 0.64 061 -051 -1.14 -0.24 090 054 -047 -299 -0.51 -2.99 0.90
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Table 6. Nebraska Heifer LRP Basis, 1992-2004.

2000-03  2000-03  2000-03
Date Week 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 Average Minimum Maximum

1/3 1 -208 -055 -155 -424 -095 098 -1.19 -0.13 -024 -0.13 -0.03 0.13 -0.09 -0.07 -0.24 0.13
1/10 2 -285 -039 -2.00 -242 -0.29 1.64 026 -093 -0.66 -021 034 -0.25 1.05 -0.19 -0.66 0.34
1/17 3 -297 -043 -196 -315 -060 -051 -0.15 -0.10 -0.83 -0.18 007 -0.64 054 -0.40 -0.83 0.07
1/24 4 -312 -115 -133 -310 -044 019 -036 -0.80 -1.07 -0.05 -011 -049 085 -043 -1.07 -0.05
1/31 5 -238 -050 -1.15 -292 -1.87 090 0.13 042 -1.07 -049 -034 -127 096 -0.79 -1.27 -0.34
2/7 6 -094 -1.09 -142 -266 -080 09 -005 -1.01 -0.10 -0.10 -0.79 -1.15 134 -0.54 -1.15 -0.10
2/14 7 -078 -027 -172 -234 -074 018 -065 -1.86 0.05 043 025 -141 -011 -0.17 -1.41 0.43
2/21 8 -132 -118 -250 -139 -096 -1.21 087 -044 -031 -024 023 -1.65 -028 -0.49 -1.65 0.23
2/28 9 -048 016 -2.03 -328 -074 -229 -024 000 -027 -021 018 -0.16 032 -0.12 -0.27 0.18
3/7 10 -137 -005 -237 -220 010 -030 027 -0.16 -020 049 032 -039 -0.01 0.05 -0.39 0.49
3/14 11 -152 -038 -178 -0.8 -1.12 -083 -011 -026 0.05 -011 0.4 -030 043 -0.05 -0.30 0.14
3/21 12 -128 -070 -179 -0.67 -0.15 -023 -0.08 -0.20 -0.13 012 035 0.16 147 0.13 -0.13 0.35
3/28 13 -3.09 052 -2.06 0.39 028 -067 0.14 0.50 008 -0.25 0.63 0.36 025 020 -0.25 0.63
4/4 14 -149 -077 -197 -361 -026 050 -038 -0.16 0.10 048 -0.16 0.69 0.28 -0.16 0.69
4/11 15 -129 -058 -1.81 -0.12 -0.16 039 -026 -0.86 0.31 0.20 0.62 0.38 0.20 0.62
4/18 16 -123 -028 -172 -022 028 -162 022 0.01 0.17 058 -0.31 0.15 -0.31 0.58
4/25 17 -016 020 -125 -256 0.89 -1.02 029 0.11 019 002 1.03 0.07 0.33 0.02 1.03
5/2 18 -0.65 0.06 -0.03 -125 -736 -048 -0.60 -0.41 014 017 045 0.12 0.22 0.12 0.45
5/9 19 -050 -0.61 -158 -096 -238 -053 011 -032 019 0.13 0.70 0.93 0.49 0.13 0.93
5/16 20 -0.69 -021 -0.12 -265 -068 079 -0.01 -030 018 -027 024 0.24 0.10 -0.27 0.24
5/23 21 052 032 -020 -1.39 -120 074 005 -077 050 -0.06 -0.01 0.14 -0.06 0.50
5/30 22 050 021 -177 023 -215 207 012 -1.11 017 027 -0.13  0.03 0.09 -0.13 0.27
6/6 23 009 -067 -096 -114 -2.89 110 -0.03 -0.64 013 044 -0.01 0.33 0.22 -0.01 0.44
6/13 24 126 -033 -059 -049 -231 1.01 -0.81 -092 0.05 088 002 -0.03 0.23 -0.03 0.88
6/20 25 092 -046 042 0.00 0.31 1.06 -0.12 -0.66 0.09 034 -048 -0.57 -0.16 -0.57 0.34
6/27 26 118 -0.38 -0.58 -0.08 -026 080 -0.68 -0.83 -029 088 -048 -0.24 -0.03 -0.48 0.88
7/4 27 069 -099 -0.07 030 -3.14 09 -0.15 -027 -051 083 -0.62 0.12 -0.05 -0.62 0.83
7/11 28 068 -0.89 -279 055 -2.85 149 -043 -070 -0.61 091 -1.05 1.10 0.09 -1.05 1.10
7/18 29 -008 -078 -348 001 -139 000 -042 -028 022 1.03 -0.92 1.15 0.37 -0.92 1.15
7/25 30 025 -160 -1.70 -0.04 -0.65 051 -012 -058 043 054 -0.16 078 0.40 -0.16 0.78
8/1 31 050 -205 -413 -0.81 -0.35 -0.59 019 -022 -0.01 0.04 0.38 0.14 -0.01 0.38
8/8 32 -032 -145 -313 -0.08 ~-1.12 021 -0.18 -0.39 0.07 0.45 0.98 0.50 0.07 0.98
8/15 33 -070 -1.64 -251 -002 -022 -026 -0.05 -0.14 -040 067 020 1.71 0.54 -0.40 1.71
8/22 34 -127 -121 -156 050 -1.33 -1.11 020 -0.04 -0.12 0.04 0.09 0.94 0.24 -0.12 0.94
8/29 35 -085 -1.06 -224 -157 -320 -120 058 -025 044 004 -028 098 0.30 -0.28 0.98
9/5 36 -1.04 -134 -128 -298 -2.09 -091 088 -031 -030 -017 -036  0.90 0.02 -0.36 0.90
9/12 37 -091 -129 -194 -296 -237 -206 -026 -0.01 -0.01 005 -0.36 1.43 0.28 -0.36 1.43
9/19 38 -160 -131 -2.01 -224 -274 -188 0.04 042 -081 026 -0.09 294 0.58 -0.81 2.94
9/26 39 -127 -086 -1.63 -217 -359 -125 0.06 082 -098 016 -0.12  3.29 0.59 -0.98 3.29
10/3 40 -088 -193 -070 -1.02 -3.06 -023 082 -045 -0.74 -028 0.01 2.61 0.40 -0.74 2.61
10/10 41 -119 -130 -0.17 -286 -1.76 0.74 0.16 0.02 -042 042 -082 281 0.50 -0.82 2.81
10/17 42 -197 -125 -035 -2.68 -0.66 -047 -0.17 -0.38 -0.15 037 021 417 1.15 -0.15 417
10/24 43 -194 -134 -228 -204 -076 -173 001 -0.09 -050 033 -0.19 297 0.65 -0.50 297
10/31 44 -133 -330 -321 -214 -047 -183 -026 -0.07 -1.05 042 -044 1.63 0.14 -1.05 1.63

11/7 45 -0.68 -2.87 -327 -132 -046 -252 0.10 027 -058 073 -067 153 0.25 -0.67 1.53
11/14 46 -094 -297 -210 -211 132 -219 -081 -032 -013 182 -040 320 1.12 -0.40 3.20
11/21 47 -0.79 -258 -227 -048 421 -l.61 010 -016 -0.34 031 -0.19 1.46 0.31 -0.34 1.46
11/28 48 -0.84 -3.06 -1.70 -059 234 -137 -037 -028 -036 146 0.05 1.29 0.61 -0.36 1.46

12/5 49 -115 -162 -247 -042 316 -134 013 083 -035 0.07 -0.22 1.33 0.21 -0.35 1.33
12/12 50 -150 -1.84 -3.06 080 293 -0.51 0.11 011 -015 019 -0.41 0.25 -0.03 -0.41 0.25
12/19 51 -1.70 -227 -365 039 112 -020 -0.32 040 -054 032 -049 025 -0.11 -0.54 0.32
12/26 52 -156 -2.09 -336 0.64 061 -076 -1.04 0.06 075 120 -037 283 1.10 -0.37 2.83
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Figure 6. Nebraska Direct Steer Price (Live Weight), 2000-2004.
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Hedging With LRP Insurance

LRP can be used to create a minimum sales price
for cattle, similar to purchasing put options. However,
hedging with LRP does not require trading any
futures or option contracts. Further, there are no
brokerage commission fees for hedgers to pay to use
LRP insurance. LRP provides a substantial amount of
flexibility in the number of fed cattle insured under
one specific coverage endorsement (from 1 to 2,000
head) and permits users to insure up to 4,000 head per
crop year (July 1 to June 30). This is in contrast to
CME futures and option contracts which are based on
40,000 pounds.

To hedge a future sale of cattle with LRP insur-
ance, an ending date for the LRP policy that corre-
sponds to the time when the cattle are expected to be
marketed is selected. Producers then choose a cover-
age price level from RMA-USDA’s daily Coverage
Price, Rate, and Actual Ending Value Table available
at http:/ /www3.rma.usda.gov/apps/
livestock_reports/lrp_select_date.cfm. The coverage
price is based on some percentage (from 70 to 95
percent) of the Expected Ending Value (EEV), which is
an expectation of the 5-area price at the policy’s
ending date. To insure the coverage price, producers
pay a premium equivalent to 87 percent of the pre-
mium cost stated on RMA’s daily table (USDA
provides a subsidy of 13 percent of the premium cost).

The LRP insurance will only pay an indemnity in
the event of a price decrease such that the AEV is less
than the coverage price. Therefore, it establishes a

floor price, but allows the producer to benefit from
price increases. The price floor, or minimum expected
sale price (MESP), is determined by subtracting the
premium cost from the coverage price, and adding
LRP basis:

MESP, ., = Coverage Price — Premium Cost
To Producer + Expected Nebraska LRP basis

The LRP insurance will cover decreases in the AEV
(5-area price) below the coverage price dollar-for-
dollar, thus making up for decreases in the cash
market price. However, if the local cash market price
decreases more than the AEV (i.e., Nebraska LRP
basis weakens relative to what was expected), the
actual selling price (ASP) will be less than the
MESP, ... Conversely, if the local cash market price
does not decrease as much as the AEV (i.e., Nebraska
LRP basis strengthens relative to expected), the ASP
will be higher than the MESP ..

An example can demonstrate the process of
hedging with LRP. Suppose that on December 15,
2003, a cattle feeder purchased a Specific Coverage
Endorsement (LRP insurance policy) for cattle he
planned to market in the Nebraska direct slaughter
steer market at the beginning of April 2004. On
December 15, an LRP policy was available with an
ending date of April 12, 2004, and a coverage price of
$76.30/cwt (94 percent of the EEV of $81.30/cwt). The
producer premium for this policy was $1.73/cwt (87
percent of $1.99/cwt, the total premium). The 2000 to
2003 average Nebraska steer LRP basis for the week
ending April 11 (week 15 of the year) from Table 5 can
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be used as the estimated Nebraska steer LRP basis for
April 12,2004. Table 5 reports the four-year average
Nebraska steer LRP basis for the 15th week of the year
is $0.40/cwt. The MESP, . would be calculated as
follows:

MESP, ., = Coverage Price — Premium Cost

To Producer + Expected Nebraska LRP basis
MESP, ., = $76.30/cwt - $1.73/cwt + $0.40/cwt
MESP, ., = $74.97 /cwt

The LRP insurance policy provided protection in
the event prices decreased and were lower than the
coverage price on April 12, 2004. For example, assume
that the AEV (5-area price) on April 12, 2004 was
$74.00/cwt and the Nebraska steer LRP basis was
$0.40/cwt (as forecasted above). This indicates that
the Nebraska direct steer price was $74.40/cwt.
Further, an LRP indemnity of $2.30/cwt would have
been paid (coverage price of $76.30 less AEV of
$74.00/cwt) because the AEV was less than the
coverage price. The ASP for the cattle was determined
by adding the LRP indemnity (if any) to the local cash
selling price and deducting the premium:

ASP, ., = Local Cash Selling Price + LRP

Indemnity — Premium Cost To Producer
ASP ., = $74.40/cwt + $2.30/cwt — $1.73/cwt
ASP ., =$74.97 /cwt

In this case, when the 5-area cash price decreased
below the coverage price, the ASP ., equaled the
MESP, ... Without LRP insurance, the ASP would have
been the Nebraska cash market price of $74.40/cwt.
While in this example the difference was not substan-
tial, a larger drop in price would have resulted in an
ASP lower than the MESP, . without the LRP insur-
ance policy.

The LRP insurance policy would allow the pro-
ducer to benefit from higher prices on April 12, 2004.
For example, suppose instead that the AEV (5-area
price) on April 12, 2004 was $85.00/cwt and the
Nebraska steer LRP basis was $0.40/cwt (as fore-
casted above). The Nebraska direct steer price was
$85.40/cwt in this case. No LRP indemnity would be
paid because the AEV exceeded the coverage price of
$76.30/cwt. The ASP for the cattle would be deter-
mined as before:

ASP, ., = Local Cash Selling Price + LRP
Indemnity — Premium Cost To
Producer

ASP ., = $85.40/cwt + $0.00/cwt —
$1.73/cwt

ASP ., =$83.67/cwt

In this case when the 5-area cash price increased
above the coverage price, the ASP ., exceeded the
MESP, ... The producer benefited from the price
increase. Without LRP insurance, the ASP would have
been the Nebraska cash market price of $85.40/cwt.
The difference between the ASP, ., and the sale price

without LRP was due to the cost of the LRP insurance
($1.73/cwt). While in this case the producer would
have been better off to not have hedged with LRP, the
policy did provide protection in case of a decline in
prices (the producer essentially gave up $1.73/cwt of
the increase as payment for protection from price
decreases).

The Nebraska steer LRP basis can also affect
whether the ASP , realized meets the MESP ., (in the
event of a price decrease). Suppose, as before, the
AEV (5-area price) on April 12, 2004, was $74.00/cwt
but that the Nebraska steer LRP basis was -$1.60/cwt
($2.00/cwt weaker than as forecasted with the 4-year
average). This indicates that the Nebraska direct steer
price was $72.40/cwt. An LRP indemnity of $2.30/
cwt would have been paid as before because the AEV
($74.00/ cwt) is less than the coverage price ($76.30/
cwt). The ASP for the cattle was:

ASP, ., = Local Cash Selling Price + LRP

Indemnity — Premium Cost To Producer
ASP ., =$72.40/cwt + $2.30/cwt — $1.73/cwt
ASP ., =$72.97/cwt

Here, the ASP, .. was $2.00/cwt lower than the
MESP, ... This difference was due to the weaker than
expected LRP basis. In both this case and the first
case, the price level decline was the same amount, so
the difference between what the producer expected to
receive versus what was actually received was not
affected by the price decrease, but instead the unan-
ticipated change in the relationship between the
5-area price and the Nebraska steer price (LRP basis).

A stronger than forecasted Nebraska steer LRP
basis would result in an ASP, ., higher than the
MESP, ... For example, assume again that the AEV
(5-area price) on April 12, 2004 was $74.00/cwt but
that the Nebraska steer LRP basis was $2.40/cwt
($2.00/cwt stronger than as forecasted with the 4-year
average). This indicates that the Nebraska direct steer
price was $76.40/cwt. An LRP indemnity of $2.30/
cwt would have been paid as before because the AEV
was less than the coverage price. The ASP for the
cattle is:

ASP, ., = Local Cash Selling Price + LRP

Indemnity — Premium Cost To Producer
ASP ., =$76.40/cwt + $2.30/cwt — $1.73/cwt
ASP ., =$76.97/cwt

Here, the ASP, ., was $2.00/cwt higher than the
MESP, ... This difference was due to the stronger than
expected LRP basis. In both cases, the price level
decline was the same amount, so the difference
between what the producer expected to receive versus
what was actually received was not effected by the
price decrease, but instead the unanticipated change
in the relationship between the 5-area price and the
Nebraska steer price.

The worksheet at the end can help evaluate a
hedge for fed cattle using LRP.
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Conclusion

LRP offers producers the opportunity to create a
minimum sale price for cattle, similar to using put
options. But, just as fed cattle producers hedging with
futures and options remain exposed to futures basis
risk, producers using LRP insurance are not protected
from changes in LRP basis. LRP basis was defined as
the difference between the Nebraska direct steer (or
heifer) price and the 5-Area Weekly Weighted Average
35-65 percent Choice Steer Price. Futures basis is often
forecasted for hedging purposes using past years’
futures basis averages. Analysis of the past seven
years of LRP basis indicates that the four-year histori-
cal average Nebraska fed cattle LRP basis forecasts
LRP basis better than five-, three-, and two-year
averages. Historical four-year average basis was
reported in tables and can be directly used in deter-
mining expected minimum sale prices established by
purchasing LRP insurance.
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Fed Cattle LRP Worksheet

When You Purchase/Consider Purchasing LRP

Example Your Case

1. Select End Date
e When You Plan To Sell Fed Cattle

® See RMA'’s Daily Table* Apt’il 12, 2004

2. Select Coverage Price
¢ From RMA’s Daily Table*
¢ The Higher The Coverage Price,

The Higher The Premium ¢76.30/ ewt

3. Compute Premium You Pay
e 87 Percent Of Total Premium On RMA'’s

Daily Table* .73/ ewt

4. Forecast LRP Basis For End Date
® See Table 5, Page 12, For Fed Steers
® See Table 6, Page 13, For Fed Heifers
¢ Record 4-Year Average For Week

Corresponding To End Date In #1 %040/ cwt

5. Calculate Minimum Expected Selling Price
e Line 2 - Line 3 + Line 4 7497/ ewt

*http://www3.rma.usda.gov/apps/livestock_reports/lrp_select_date.cfm

When LRP Ending Date Arrives and You've Sold Cattle

Example Your Case

6. Price Received In Nebraska Cash Cattle
Market $7240/ ewt

7. Determine AEV
¢ From RMA’s Daily Table
o AMS-USDA 5-Area Weekly Weighted
Average Steer Price 74.00/cwt

8. Compute Indemnity
e [f Line 7 Is Less Than Line 2, Subtract
Line 7 From Line 2 And Enter On Line 8
e [f Line 7 Is Greater Than Line 2, Enter

$0/cwt On Line 8 $2.30/ cwt

9. Actual Sale Price _
e Line 6 + Line 8 — Line 3 §72.97/ ewt
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