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Navigating Cattle Market Dynamics and
Beef-on-Dairy Risk Management

Beef-on-dairy calf values remain historically strong, even as the
broader cattle market has backed off the record highs reached earlier
this year. While the $2,000 day-old calves trading this spring may now
be valued closer to $1,200, current prices continue to provide a signif-
icant revenue opportunity for dairy producers. More importantly, the
success of crossbred animals in the cattle supply chain appears to be
here to stay. As the market has transitioned into a period of greater un-
certainty, understanding the forces driving cattle prices and identifying
effective risk management strategies becomes increasingly important
for dairy producers looking to protect margins.

The strength in the cattle market in the past few years was the re-
sult of a perfect storm of supply and demand factors. On the supply
side, years of drought accelerated herd liquidation across much of the
country, reducing the number of beef cows available to produce future
calf crops. This drove cattle inventories to some of the lowest levels in
decades. At the same time, demand for beef remained remarkable. Con-
sumers continued purchasing beef despite significantly higher prices,
supported by population growth, rising incomes, and the protein craze
that has also been felt greatly in dairy markets. Pair a significantly short
supply environment with extremely strong demand, and you have a
recipe for record high prices.

However, markets have begun to pull back in recent months as sever-
al of the factors that fueled the rally lose momentum. Demand growth
appears to be plateauing, seasonal rallies in both cattle and beef have
become less pronounced, and heavier carcass weights have offset some
of the impact of reduced cattle numbers. Increased imports have also
added supplies to the market. While none of these developments point
to a collapse, they have put negative pressure on prices nationwide.

The recent correction in cattle futures should not be confused with a
dramatic change in the underlying fundamental picture, however. Sup-
plies remain historically tight, even if the low point of the cattle cycle is
likely behind us. Herd rebuilding is occurring slowly, but meaningful ex-
pansion remains limited by high replacement costs, weather uncertain-
ty, and continued profitability in retaining cows rather than expanding
aggressively. As a result, cattle numbers are unlikely to recover quickly

Prices change daily. This market information is an example for educational purposes. The market
data shown below are iled weekly by Farmshine, via CME & USDA reports.
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key variables will influence

direction of the cattle market at large. Weather and

drought remain the largest unknown, particularly as producers weigh
herd expansion decisions. Feed costs have returned to the spotlight as
corn prices have strengthened. Trade policy, imported cattle supplies,
and the broader macroeconomy will also shape the industry’s outlook.
Beef demand has remained resilient, but consumers are being asked
to absorb higher retail prices while energy price inflation continues to
pinch. Whether demand can continue performing at its current pace
will be a major question moving forward.

For any dairy producer generating a significant amount of revenue
from crossbred calves or cull cows, these changing market conditions
highlight the importance of risk management. Today’s calf prices re-
main extremely high by historical standards, but increased volatility
means protecting margins may deserve as much attention as pursuing
additional upside.

Livestock Risk Protection (LRP) has become an increasingly useful
tool for dairy producers. Recent updates allow coverage for unborn
calves and cull cows, making the program much more relevant for dairy
operations. LRP establishes a minimum price floor while still allowing
upside if the market moves higher. Because the program is govern-
ment-subsidized and flexible in nature, it offers producers a practical
way to manage downside risk without eliminating upside potential.

The cattle market continues to benefit from historically tight sup-
plies, providing strong support for prices across much of the industry.
While the pace of the rally has slowed, beef-on-dairy calves remain an
important source of profitability for dairy operations. A planned ap-
proach to marketing and risk management can help producers main-
tain flexibility and capitalize on opportunities as they arise.

The risk of loss trading commodity futures and options can be substantial. Investors should carefully consider
the inherent risks in light of their financial condition. The information contained herein has been obtained from
sources to be reliable, however, no independent verification has been made. The information contained herein is
strictly the opinion of its author and not necessarily of EA Risk and is intended to be a solicitation. Past performance
is not indicative of future results.

Owen te Velde is a registered Associated Person with EA Risk, a registered Introducing Broker. Owen te Velde
is also a licensed insurance agent in the following states: CA (#4502394), CO, FL, GA, IA, ID, IL, KS, KY, MD, NC, NY,
OH, TN, TX, VA, WA, & WI with EA Insurance Services, a licensed insurance agency (CA #0M53932). This agency
is an equal opportunity provider.
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DMC OFFICIAL GROSS MARGINS per cwt(USDA All-Milk, com, alfalfa & Ill. soybean, feed for ALL CLASSES of dairy cattle on farm)
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DAIRY COMMODITIES - GLOBAL BIWEEKLY Internet Auction ($/LB) 09/15/26
Weighted Avg. 1 to 6 mo. FORWARD CONTRACTS per metric ton converted to $/LB
NEXT GDTAUCTION 10/06/26 SKIM POWDER (SMP) 1.67381T 0.1%
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CHEDDAR-500 0 1.4525NC 1.4525T1T
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CATTLE - DAIRY PURPOSES($/HD) USDA and other auction reports combined 4-week rolling average as of AUG. 31, 2026 'SD $18.50 4.46 N/A
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