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There is no Silver BulletThere is no Silver Bullet

I am hoping to give you a couple of ideas that 
may make you a few dollars on your calves.
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Market RiskMarket Risk
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Utah Alfalfa Hay PricesUtah Alfalfa Hay Prices
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Ag & Energy linked through EthanolAg & Energy linked through Ethanol
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National Average Corn Price National Average Corn Price 
(Utah +$.35 to + $.50)(Utah +$.35 to + $.50)
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Dec Corn FuturesDec Corn Futures
12 month trading range12 month trading range

YearYear LowLow HighHigh RangeRange SettleSettle
20042004 1.901.90 3.403.40 1.501.50 1.951.95
20052005 1.851.85 2.702.70 0.850.85 1.951.95
20062006 2.352.35 3.753.75 1.401.40 3.603.60
20072007 2.702.70 4.304.30 1.601.60 4.204.20
20082008 2.902.90 7.907.90 5.005.00 3.653.65
20092009 3.503.50 7.007.00 3.503.50 ?.???.??
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Impact of Higher Corn PricesImpact of Higher Corn Prices
on Cattle Industryon Cattle Industry

Feedlot Cost of GainFeedlot Cost of Gain
Calf feds versus Stocker ProgramsCalf feds versus Stocker Programs
Market RiskMarket Risk
ProfitabilityProfitability
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Feedlot Cost of GainFeedlot Cost of Gain

Total Cost of Gain $45/cwt with Corn <$2.00/buTotal Cost of Gain $45/cwt with Corn <$2.00/bu
Total Cost of Gain $65/cwt with Corn >$3.00/buTotal Cost of Gain $65/cwt with Corn >$3.00/bu
Total Cost of Gain $75/cwt with Corn >$4.00/buTotal Cost of Gain $75/cwt with Corn >$4.00/bu
Total Cost of Gain $85/cwt with Corn =$5.00/buTotal Cost of Gain $85/cwt with Corn =$5.00/bu
Total Cost of Gain $90/cwt with Corn =$5.50/buTotal Cost of Gain $90/cwt with Corn =$5.50/bu
Total Cost of Gain $95/cwt with Corn =$6.00/buTotal Cost of Gain $95/cwt with Corn =$6.00/bu
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Feedlot ProfitabilityFeedlot Profitability

Estimated Nebraska Feedlot Returns ($/head)
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Utah Calf PricesUtah Calf Prices
Does Anyone Know Where 2009 is Headed?Does Anyone Know Where 2009 is Headed?
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Market Risk SummaryMarket Risk Summary

Agricultural Markets and Energy Markets Agricultural Markets and Energy Markets 
Linked together through EthanolLinked together through Ethanol

Increased volatilityIncreased volatility

Feed Prices Higher and More VolatileFeed Prices Higher and More Volatile
Cattle Feeding:  High Risk Cattle Feeding:  High Risk –– Low ReturnLow Return
Cattle Prices Remain Very VolatileCattle Prices Remain Very Volatile
Calf Prices Lower than BreakCalf Prices Lower than Break--Even for Many Even for Many 
ProducersProducers
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What Can You Do?What Can You Do?

Sharpen Your Pencil Sharpen Your Pencil 
Evaluate all Marketing Evaluate all Marketing 
AlternativesAlternatives
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Marketing At WeaningMarketing At Weaning

Separate Pricing and Delivery DecisionSeparate Pricing and Delivery Decision
PackagingPackaging
Pre conditioningPre conditioning
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Pricing & DeliveryPricing & Delivery

Cash Sales Cash Sales –– Pricing and Delivery occur at same Pricing and Delivery occur at same 
time and same placetime and same place

Local AuctionLocal Auction
Direct Sale on RanchDirect Sale on Ranch

OctOct--Nov is typically seasonal low in priceNov is typically seasonal low in price
Deliver early you give up weightDeliver early you give up weight
Deliver later you do incur costsDeliver later you do incur costs

You can Price earlier and Deliver in FallYou can Price earlier and Deliver in Fall
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Historical Seasonal Calf PricesHistorical Seasonal Calf Prices

Utah 550 lb Steer Price $95.44
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Forward Pricing AlternativesForward Pricing Alternatives

Cash Forward ContractCash Forward Contract
Direct with Order BuyerDirect with Order Buyer
Satellite Video SaleSatellite Video Sale
Internet Forward SaleInternet Forward Sale

Futures HedgeFutures Hedge
Options on FuturesOptions on Futures
Livestock Risk Protection (LRP) InsuranceLivestock Risk Protection (LRP) Insurance
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Cash Price
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Pricing DecisionPricing Decision

Know Your BreakKnow Your Break--eveneven
Follow the MarketFollow the Market
Be Prepared to take a Position When the Be Prepared to take a Position When the 
Opportunity ArisesOpportunity Arises
Good Pricing Opportunities may be Short Good Pricing Opportunities may be Short 
DurationDuration
May need to consider Protecting greater losses, May need to consider Protecting greater losses, 
rather than Capturing Profitrather than Capturing Profit
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PackagingPackaging
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Superior Livestock Auction DataSuperior Livestock Auction Data

Data on Sales from 2004Data on Sales from 2004--20062006
31,702 lots31,702 lots
Average lot size, 98 headAverage lot size, 98 head
Average weight 616 poundsAverage weight 616 pounds
Evaluated Cattle CharacteristicsEvaluated Cattle Characteristics
Evaluated Sale CharacteristicsEvaluated Sale Characteristics
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Weight Price SlideWeight Price Slide
20042004--20062006
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Price Premiums/Discounts compared to a Price Premiums/Discounts compared to a 
med frame, med flesh, crossbred steermed frame, med flesh, crossbred steer

Heifer  Heifer  --$8.12/cwt$8.12/cwt
Small Frame Small Frame --$4.48$4.48
Heavy Flesh Heavy Flesh --$2.50/cwt$2.50/cwt
Light Flesh +$1.38/cwtLight Flesh +$1.38/cwt
Angus +$2.65/cwt.Angus +$2.65/cwt.
Exotic Exotic --5.23/cwt.5.23/cwt.
Horned lot Horned lot --$3.39/cwt.$3.39/cwt.
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Number of Head in Lot

Estimated Relationship Between Estimated Relationship Between 
Price/Cwt. and Number of Head in the LotPrice/Cwt. and Number of Head in the Lot
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Estimated Relationship Between Price/Cwt. Estimated Relationship Between Price/Cwt. 
and Cattle Lot Characteristicsand Cattle Lot Characteristics

Uniform lot  +$2.73/cwt.Uniform lot  +$2.73/cwt.
Mixed lot by sex Mixed lot by sex --$2.78/cwt.$2.78/cwt.
Natural +$0.65/cwt.Natural +$0.65/cwt.
RFID +$1.50/cwt.RFID +$1.50/cwt.
Age Verification +$0.01/cwt.Age Verification +$0.01/cwt.

Probably greater premium now compared to the Probably greater premium now compared to the 
20042004--2006 data2006 data
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Package SummaryPackage Summary

The Premiums are not independently additiveThe Premiums are not independently additive
However, However, ““BestBest”” packages are probably worth packages are probably worth 
$5 per cwt or more over average price$5 per cwt or more over average price
““PoorPoor”” packages may be valued $5 or more packages may be valued $5 or more 
below the average pricebelow the average price
If you are a smaller producer, or a producer with If you are a smaller producer, or a producer with 
nonnon--uniform calves, perhaps you should uniform calves, perhaps you should 
consider pooling with other smaller producersconsider pooling with other smaller producers
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PreconditioningPreconditioning
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Preconditioned CalvesPreconditioned Calves

Source:  Oklahoma State University, Avent, Ward & Lalman, 2003
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Economics of Sick CalvesEconomics of Sick Calves
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Recent Economic Evaluations of Recent Economic Evaluations of 
PreconditioningPreconditioning

Iowa State study 2006Iowa State study 2006
$6.15/cwt price premium 3$6.15/cwt price premium 3rdrd Party CertificationParty Certification
$3.40/cwt price premium rancher$3.40/cwt price premium rancher’’s claims claim
A 45 day program, with 100 lbs gain, returned $35 per headA 45 day program, with 100 lbs gain, returned $35 per head

Oklahoma State, Superior Livestock Auction 2001Oklahoma State, Superior Livestock Auction 2001
$4.00/cwt premium for VAC45 calves$4.00/cwt premium for VAC45 calves
$1.10/cwt premium for $1.10/cwt premium for ““VaccinatedVaccinated”” calvescalves
More than 50% calves were preconditionedMore than 50% calves were preconditioned
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To Evaluate PreconditioningTo Evaluate Preconditioning

Market PriceMarket Price
Seasonal pattern (OctoberSeasonal pattern (October--December)December)
Weight Price SlideWeight Price Slide
Preconditioning price premiumPreconditioning price premium

CostsCosts
FeedFeed
VaccinationVaccination
Death LossDeath Loss
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Preconditioning Price PremiumPreconditioning Price Premium

Work an example with $0 premiumWork an example with $0 premium
Work an example with $4 premiumWork an example with $4 premium
Real value of good preconditioning program Real value of good preconditioning program 
may be closer to $10/cwt premiummay be closer to $10/cwt premium

Consider retained ownership to capture thisConsider retained ownership to capture this
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Precondition ProgramPrecondition Program

ExampleExample
Wean calves, Vaccinate, Return to Meadow for Wean calves, Vaccinate, Return to Meadow for 
15 days15 days

Supplement with 7 lbs/day AlfalfaSupplement with 7 lbs/day Alfalfa

Bring into dry lot 30 daysBring into dry lot 30 days
6.7 lbs Alfalfa, 6.7 lbs Grass hay, 1.5 lbs Corn6.7 lbs Alfalfa, 6.7 lbs Grass hay, 1.5 lbs Corn

Average 1.33 lbs Average Daily Gain for 45 Average 1.33 lbs Average Daily Gain for 45 
days, 60 lbsdays, 60 lbs
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20092009
Precondition Program ExamplePrecondition Program Example

Feed costsFeed costs
Alfalfa $150/ton, Grass Hay $100/ton, Corn Alfalfa $150/ton, Grass Hay $100/ton, Corn 
$8/cwt.$8/cwt.
Feed Cost per cwt. of gain $65Feed Cost per cwt. of gain $65
Total Feed Cost $39Total Feed Cost $39

Other CostsOther Costs
Vaccination  $7/hdVaccination  $7/hd
Death Loss .75%  $4/hdDeath Loss .75%  $4/hd

Total Direct Cost for program  $50Total Direct Cost for program  $50
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20092009
Precondition Program ExamplePrecondition Program Example

Sell at Sell at 
WeaningWeaning

Precondition Precondition 
No PremiumNo Premium

Precondition Precondition 
$4 Premium$4 Premium

Sale WeightSale Weight 500500 560560 560560

Sale Price Sale Price 
$/cwt$/cwt

$100$100 $98$98 $102$102

Gross Gross 
ReturnReturn

$500$500 $549$549 $571$571

CostCost $50$50 $50$50
Net returnNet return $500$500 $499$499 $521$521
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Preconditioning SummaryPreconditioning Summary

Market Pays a Premium for Preconditioned Market Pays a Premium for Preconditioned 
CalvesCalves
Last couple of years not much of a weight price Last couple of years not much of a weight price 
slideslide
With no Premium With no Premium –– Preconditioning is a BreakPreconditioning is a Break--
even programeven program
With $4 Premium With $4 Premium –– Extra $20/calfExtra $20/calf
Does Preconditioning fit Your Operation?Does Preconditioning fit Your Operation?
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On Ranch Retained OwnershipOn Ranch Retained Ownership
for 500 lb Steerfor 500 lb Steer

7070--100 Days, sell in Jan100 Days, sell in Jan--FebFeb
1.5 1.5 –– 2.0 lbs ADG2.0 lbs ADG
Market a 650Market a 650--700 lb steer700 lb steer

150150--180 Days, sell in Spring for Grass Market180 Days, sell in Spring for Grass Market
1.251.25--1.75 lbs ADG1.75 lbs ADG
Market 700Market 700--800 lb steer800 lb steer

120 Days on grass after winter program120 Days on grass after winter program
1.65 lbs ADG1.65 lbs ADG
Market 900Market 900--1000 lb steer end of August1000 lb steer end of August



2/10/2009 Feuz Cattle and Beef Market Analysis

100 Day Program100 Day Program
Grass Hay (15lbs) & Trace Mineral SaltGrass Hay (15lbs) & Trace Mineral Salt

1.5 lbs ADG  150 lbs total gain   650 lb steer1.5 lbs ADG  150 lbs total gain   650 lb steer
Market end of Jan or early FebMarket end of Jan or early Feb
Grass Hay @120/ton  = Feed cost of gain Grass Hay @120/ton  = Feed cost of gain 
$.65/lb$.65/lb
Total cost of Gain = $.83/lb = $125/headTotal cost of Gain = $.83/lb = $125/head
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+125)/650 = $96/cwteven = (500+125)/650 = $96/cwt
Fall 2008 500 lb @$100, Current 650 lb $94Fall 2008 500 lb @$100, Current 650 lb $94--9797
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100 Day Program100 Day Program
Alfalfa Hay (9 lbs), Corn(5lbs) & Trace Mineral SaltAlfalfa Hay (9 lbs), Corn(5lbs) & Trace Mineral Salt

2.1 lbs ADG  210 lbs total gain   710 lb steer2.1 lbs ADG  210 lbs total gain   710 lb steer
Market end of Jan or early FebMarket end of Jan or early Feb
Alfalfa Hay @160/ton Corn @8/cwt = Feed Alfalfa Hay @160/ton Corn @8/cwt = Feed 
cost of gain $.57/lbcost of gain $.57/lb
Total cost of Gain = $.69/lb = $145/headTotal cost of Gain = $.69/lb = $145/head
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+145)/710 = $91/cwteven = (500+145)/710 = $91/cwt
Fall 2008 500 lb @$100, Current 710 lb $88Fall 2008 500 lb @$100, Current 710 lb $88--9696
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180 Day Program180 Day Program
Grass Hay (19lbs), Barley (1 lb) & Trace Mineral SaltGrass Hay (19lbs), Barley (1 lb) & Trace Mineral Salt

1.5 lbs ADG  270 lbs total gain   770 lb steer1.5 lbs ADG  270 lbs total gain   770 lb steer
Market end of AprilMarket end of April
Grass Hay @120/ton, Barley @7/cwt  = Feed Grass Hay @120/ton, Barley @7/cwt  = Feed 
cost of gain $.81/lbcost of gain $.81/lb
Total cost of Gain = $.98/lb = $265/headTotal cost of Gain = $.98/lb = $265/head
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+265)/770 = $99/cwteven = (500+265)/770 = $99/cwt
Fall 2008 500 lb @$100, Current 770 lb $87Fall 2008 500 lb @$100, Current 770 lb $87--9292
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180 Day Program180 Day Program
Grass Hay (19lbs), Barley (1 lb) & Trace Mineral SaltGrass Hay (19lbs), Barley (1 lb) & Trace Mineral Salt

1.5 lbs ADG  270 lbs total gain   770 lb steer1.5 lbs ADG  270 lbs total gain   770 lb steer
Market end of AprilMarket end of April
Grass Hay @Grass Hay @9090/ton, Barley @7/cwt  = Feed /ton, Barley @7/cwt  = Feed 
cost of gain $.62/lbcost of gain $.62/lb
Total cost of Gain = $.78/lb = $212/headTotal cost of Gain = $.78/lb = $212/head
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+212)/770 = $even = (500+212)/770 = $9292/cwt/cwt
Fall 2008 500 lb @$100, Current 770 lb $87Fall 2008 500 lb @$100, Current 770 lb $87--9292
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180 Day Winter + 120 Day Summer Program180 Day Winter + 120 Day Summer Program
Grass Hay (19lbs), Barley (1 lb) & Trace Mineral SaltGrass Hay (19lbs), Barley (1 lb) & Trace Mineral Salt

1.5 lbs ADG  270 lbs total gain winter1.5 lbs ADG  270 lbs total gain winter
1.65 lbs ADG 200 lbs total gain summer 1.65 lbs ADG 200 lbs total gain summer 
Market end of August  970 lb steerMarket end of August  970 lb steer
Grass Hay @120/ton, Barley @7/cwt  = Feed cost of Grass Hay @120/ton, Barley @7/cwt  = Feed cost of 
gain $.81/lbgain $.81/lb
Grazing @18/hd/month = Feed cost of gain $.36/lbGrazing @18/hd/month = Feed cost of gain $.36/lb
Total cost of Gain = $.79/lb = $372/headTotal cost of Gain = $.79/lb = $372/head
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+372)/970 = $90/cwteven = (500+372)/970 = $90/cwt
Fall 2008 500 lb @$100, Current 970 lb $85Fall 2008 500 lb @$100, Current 970 lb $85
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180 Day Winter + 120 Day Summer Program180 Day Winter + 120 Day Summer Program
Grass Hay (19lbs), Barley (1 lb) & Trace Mineral SaltGrass Hay (19lbs), Barley (1 lb) & Trace Mineral Salt

1.5 lbs ADG  270 lbs total gain winter1.5 lbs ADG  270 lbs total gain winter
1.65 lbs ADG 200 lbs total gain summer 1.65 lbs ADG 200 lbs total gain summer 
Market end of August  970 lb steerMarket end of August  970 lb steer
Grass Hay @Grass Hay @9090/ton, Barley @7/cwt  = Feed cost of /ton, Barley @7/cwt  = Feed cost of 
gain $.62/lbgain $.62/lb
Grazing @18/hd/month = Feed cost of gain $.36/lbGrazing @18/hd/month = Feed cost of gain $.36/lb
Total cost of Gain = $.68/lb = $319/headTotal cost of Gain = $.68/lb = $319/head
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+319)/970 = $even = (500+319)/970 = $8484/cwt/cwt
Fall 2008 500 lb @$100, Current 970 lb $85Fall 2008 500 lb @$100, Current 970 lb $85
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On Ranch Retained Ownership On Ranch Retained Ownership 
SummarySummary

To be successful MUST find relatively low cost To be successful MUST find relatively low cost 
of gain program for winterof gain program for winter
Purchasing hay or grain at market cost, probably Purchasing hay or grain at market cost, probably 
not going to return a profitnot going to return a profit
Below cost of market feedsBelow cost of market feeds
Other creative rationsOther creative rations
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Off Ranch Retained OwnershipOff Ranch Retained Ownership

Wheat PastureWheat Pasture
Corn StalksCorn Stalks
Feedlot FinishingFeedlot Finishing
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Wheat PastureWheat Pasture

120 Days, Nov 1 120 Days, Nov 1 –– Mar 1,  2 lb ADG,  740 lb Mar 1,  2 lb ADG,  740 lb 
Steer to Sell Mar 1Steer to Sell Mar 1
Wheat Pasture Cost $135/hdWheat Pasture Cost $135/hd
Transportation Cost $ 20/hdTransportation Cost $ 20/hd
Total CostTotal Cost $155/hd$155/hd
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+155)/740 = $89/cwteven = (500+155)/740 = $89/cwt
Fall 2008 500 lb @$100, Current Oklahoma 740 Fall 2008 500 lb @$100, Current Oklahoma 740 
lb $95lb $95
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Corn Stalk GrazingCorn Stalk Grazing

120 Days, Nov 1 120 Days, Nov 1 –– Mar 1,  1.5 lb ADG,  680 lb Steer to Mar 1,  1.5 lb ADG,  680 lb Steer to 
Sell Mar 1, Sell Mar 1, 
Corn Stalk Cost $30/hdCorn Stalk Cost $30/hd
DDG Supplement 4 lb/day $30/hdDDG Supplement 4 lb/day $30/hd
Other (vet, int., death loss, supplies) $40/hdOther (vet, int., death loss, supplies) $40/hd
Transportation Cost $ 20/hdTransportation Cost $ 20/hd
Total CostTotal Cost $120/hd$120/hd
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+120)/680 = $91/cwteven = (500+120)/680 = $91/cwt
Fall 2008 500 lb @$100, Current Nebraska 680 lb $100Fall 2008 500 lb @$100, Current Nebraska 680 lb $100
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Feedlot FinishingFeedlot Finishing

240 Days, Oct 15 240 Days, Oct 15 –– Jun 15,  3.0 lb ADG,  1220 Jun 15,  3.0 lb ADG,  1220 
lb Steer to Sell Jun 15 lb Steer to Sell Jun 15 
Total Cost of Gain in a Feedlot $70/cwtTotal Cost of Gain in a Feedlot $70/cwt
Transportation Cost $ 20/hdTransportation Cost $ 20/hd
Total CostTotal Cost $524/hd$524/hd
If 500 lb calf @$100/cwt  = $500/headIf 500 lb calf @$100/cwt  = $500/head
Then breakThen break--even = (500+524)/1220 = $84/cwteven = (500+524)/1220 = $84/cwt
Fall 2008 500 lb @$100, Current Nebraska Fat Fall 2008 500 lb @$100, Current Nebraska Fat 
Cattle $84Cattle $84
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Off Ranch Retained Ownership Off Ranch Retained Ownership 
ConsiderationsConsiderations

Get Cattle Closer to Get Cattle Closer to 
major cattle marketsmajor cattle markets

Higher pricesHigher prices

Utilize others feeding Utilize others feeding 
expertiseexpertise
Take advantage of Take advantage of 
resources you donresources you don’’t havet have

Wheat PastureWheat Pasture
Corn StalksCorn Stalks

Lose some control of Lose some control of 
cattlecattle
Must trust others to take Must trust others to take 
care of your cattlecare of your cattle
You are subject to You are subject to 
production and market production and market 
riskrisk

Advantages Disadvantages
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Market Risk and Retained Market Risk and Retained 
OwnershipOwnership

Can use all pricing tool with retained ownershipCan use all pricing tool with retained ownership
Futures and Options probably more effective Futures and Options probably more effective 
with retained ownership because the cattle fit with retained ownership because the cattle fit 
the specifications betterthe specifications better
Can use LRP Insurance and Livestock Gross Can use LRP Insurance and Livestock Gross 
Margin (LGM) Insurance with cattle in a feedlotMargin (LGM) Insurance with cattle in a feedlot
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Retained Ownership Not Always the Retained Ownership Not Always the 
AnswerAnswer

Low Calf Prices do not Low Calf Prices do not 
always mean you should always mean you should 
retain ownershipretain ownership
Could lose even more Could lose even more 
money if you are not money if you are not 
carefulcareful
Evaluate each alternative Evaluate each alternative 
before proceedingbefore proceeding
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Questions
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