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Will summer grazing be
profitable in 20197

* There may be potential, but not a
universal answer

 Carefully compute expected costs and
returns!
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Situation

Beef cow herd expansion with increasing feeder
cattle supplies

Calf prices at seasonal highs in May

Very good moisture conditions in most of Southern
and Northern Plains cattle grazing areas

Feedlots prefer to purchase heavier (800 Ib.) cattle

Futures prices volatile

EXTENSION



Possible Price Risk

* Fed cattle prices likely to move seasonally lower
IN mid summer

— More fed cattle due to increasing cow herd and record
beef production

— Record pork, chicken and total meat production
e Corn price outlook?

— 3.66 mil. more planted acres intended in 2019

— But poor corn belt weather (late planting or drought)
could cause price volatility (remember 2012)
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u- S- Dro ugh t Monitor (RelaasAeg:Pi!!Jrfi;, 3212?, 2019)

Valid 8 a.m. EDT
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Drought Areas
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Major and minor agricultural areas are derived from
NASS 2012 Census of Agriculture data. Counties
shaded in gray contain data that are not published
by NASS. and thus were not used in delineating
the major and minor agricultural areas. Additional
information on these agricultural data can be found
at: hitp /Awww. ageensus. usda.gov/

e Major agricultural areas combined account for

75% of the total national inventory.
Mapped drought areas are derived from the U S

Drought Monitor product and do not depict the = Major and minor agricultural areas combined
intensity of drought in any particular iocation. More account for 89% of the total national inventory
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CALF CROP
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MED. & LRG. #1 FEEDER STEER PRICES
750-800 Pounds, N.D., Weekly

170

160

150

140

130

120

110

100

JAN APR JUL OCT

@ 2020 Futures A 2019 Futures ===2018 ==2017 e==?2(019

NDSU




Summer 2019 Grazing Budget
(costs - $/head)

Example Your #s
1. Pasture ( 4 A@s 20.00) 80.00 ( Al } 0.00
2. Minerals, salt 0.50
3. Purchased Feed and Supplement
4. Veterinary, drugs, implants 12.00
5. Marketing (brand inspection, commission, check off, hauling) 20.00
6. Shrink 2.00
7. Utilities, fuel, il 5.00
8. Hired Labor
9. Repairs (fencing, waterers, etc.) 3.00
10. Interest on calf and operating 15.00
11. Death loss (1%) 979
12. Miscellaneous 1.00
13. Fixed Costs (insurance, taxes, depreciation) 3.00
A_ Total Production Costs (sum 1 thru 13) 1561.29 0.00
B. Operator Labor and Management
C. Total Costs (A + B) 151.29 0.00
D. Hundredweight produced 25
E. Feed Cost/cwtgain (1+2 +3/0) 3220 #DIV/O!
F. Total Cost / cwt gain (C / D) 60.52 #DIV/0!
G. Beginning calf value ( B0 lbs@% 178 ) 979.00 ( lbs @ 3 } 0.00
H. Sale Weight {cwt) B
J. Breakeven Price /f cwt (C+ G /H) 141.29 #DIV/D!
K. Expected Selling Price / cwt (% 148.00 ) Projected profit/hd 53.71 (3 ) #DIV/0!
L. 10% Higher Selling Price (3 162.80 ) Projected profit/hd 17211 (5 0.00) #DIV/0!
M. 10% Lower Selling Price (% 133.20 ) Projected profit/hd -64 69 (3 0.00) #DIW/0!
M. Breakeven Purchase Price at Expected Sales Price ($/1b) 1.88 #DIW/0!
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Price Risk Management Tools

» Cash forward contract

* Video and internet auctions

« CME futures

 CME options

 Livestock Risk Protection (LRP)

* \Which one or combination fits your
marketing plan?




Sep FC vs CME Cash Settle
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N.D. Feeder Cattle Basis
“Rule of Thumb”

* E to W along |-94

800 Ib. M&L steers= par with FC futures
($0 Basis, but wide range in prices)
Highway 2 deduct $2-$4
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North Dakota Weekly Ruction Summary - For the week ending AZpr 27,

Eeceipts: 3,403
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North Dakota Weekly Ruction Summary - For the week ending AZpr 27,
Eeceipts:
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Last Week 4,801
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Last Year 8,841
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LRP — Feeder Cattle
4/3 0/1 9 USDA United States Department of Agriculture

—am Risk Management Agency

Current
Cost/icwt| End Date | Cash Price

800 Ib. steer 3.77 8/27/19 144.65
146 2.93
149.99 4.67 9/24/19
143.99 2.40

750 Ib. heifer 133.20 3.39 8/27/19 130.19
131.40 2.64
134.99 4.20 9/24/19
129.59 2.16

https://public.rma.usda.gov/livestockreports/main.aspx
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2019: Weather, Volatile Prices, Price Risk
Questions!




