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BeefBasis came about through a partnership 
between public and private entities

• Custom Ag Solutions
• Kansas State University
• USDA – Risk Management Agency

Background



Basis = Cash price – Futures Price

Cash price = Futures price + Basis

Futures price
+ Expected basis

Expected cash price

Feeder Cattle Basis



• Effective price risk management requires 
that you be able to forecast basis

Futures price
+ Expected basis

Expected cash price

• But basis can vary dramatically between 
feeder cattle weight classes, market 
locations, and from year to year

The Problem



Light Weight Steer Basis Is Extremely Variable
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Heavy Weight Steer Basis Differs 
Dramatically From Light Weight Basis
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• Research on feeder cattle prices suggests 
many factors affect cash prices

– Key Variables: sex, weight, lot size, frame size, 
corn prices, fed cattle prices, market location

• Factors that affect cash feeder cattle prices 
also impact basis

• Transaction level sales data for multiple years 
and market locations are required to quantify 
these variables’ impact on basis

The Solution



Develop a web-based feeder cattle basis 
forecasting tool where forecasts are 
region-specific and account for cattle 
type and current market conditions

www.BeefBasis.com

The Solution



States, locations, and number of 
observations used in BeefBasis models



Modeling

Model inputs/variables
– Lot characteristics (supplied by producer)

• Location
• Frame and Class (grade)
• Expected Weight
• Sex
• Expected Sale Date
• Lot Size



Modeling
Feeder Cattle Futures Basis Models

• Feeder Cattle Model
FC Basis = f(lot size, weight, sex, frame, 
class, contract change, feeder cattle futures, 
month) 

• Live Cattle & Corn Model
FC Basis = f(lot size, weight, sex, frame, 
class, contract change, live cattle and corn 
futures, month) 
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Live Cattle & Corn Based Model Captures Impact 
of High Corn Prices on Light Weight Calf Basis



Click Back Button To Make Changes 
Example: 750 Lb. Steer in Late March





Example Sensitivity Table: 
Basis to Live Cattle and Corn Futures



Expected Selling Price 
when hedging





Hedge Analysis for 25 Steers @ 750 Lb. 
Expected Marketing Date: March 12, 2008



Provides feeder cattle basis forecasts
• Better forecasts than historical averages

• Incorporate current market conditions

• Forecasts for 15 states are available
AL, AR, FL, IA, KS, KY, MO, MT, NE, ND, OK, SD, TN, TX, WY

Provides Hedge Analysis

Data available for downloading into Excel

BeefBasis.com



Future?
• Dynamic website

• Additional 10 states by early 2009

• Fed cattle

Provide input/comments on web

BeefBasis.com



Thank You! 

www.BeefBasis.com
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