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Will summer grazing be
profitable in 20217?

« Economics are favorable, but drought
conditions and corn prices a concern

 Carefully compute expected costs and
returns!

* Price risk management suggested
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Situation

« Beef cow herd declined with declining feeder cattle
supplies supportive to prices, BUT?

e Calf prices volatile with G#VID-19, Corn$ , Drought
« Severe drought in Northern Plains and West

« High corn price-feedlots prefer to purchase heavier
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Possible Price Risk
» Fed cattle prices volatile G#VID-19, demand?
— Record beef production

— Record pork, chicken and total meat production

« Corn price outlook?
— Prices have increased $3.50/bu. since August

— Continued price volatility-planted acres? crop
development? Exports?
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SLAUGHTER STEER PRICES
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OMAHA CORN PRICES

S Per Bu Weekly
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Volatile Prices Will Continue

“Change corn .10/bu. change calf price $1 in opposite direction”
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U" S' Droug h t Monitor fRe.‘ea?edp;fi?erdg;, Egz'.’l 2021)

Valid 8 a.m. EDT

Drought Impact Types:
r~ Delineates dominant impacts

S = Short-Term, typically less than
6 months {e.q. agriculture, grasslands)

L = Long-Term, typically greater than
6 months (e.g. hydrology. ecology)

intensity:
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[ ] DO Abnormally Dry

[ ] D1 Moderate Drought
[ D2 Severe Drought

Author: . B D3 Extreme Drought
Richard Heim I 04 Exceptional Drought
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The Drought Manitor focuses on broad-scale conditions.
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L GattleYAreaslinlProughts

ThiF product was prepared by the

A R BCE R =DES
U.S. Drought Monitor data

Drought Area
. Major Livestock Area
. Minor Livestock Area

Approximately 37% of the cattle
inventory is within an area
experiencing drought.

Major and minor agriculturol greas are

delineoted using NASS 2017 Census of
Agriculture dota, Drought areas are

identified using the U S Drought Monitor



U' S' Seasonal Drought QUt’O_OK Valid for March 18 - June 30, 2021
Drought Tendency During the Valid Period Released March 18

Depicts large-scale trends based

on subjectively derived probabilities
guided by short- and long-range
statistical and dynamical forecasts.
Use caution for applications that

can be affected by short lived events.
"Ongoing” drought areas are

based on the U.S. Drought Monitor
areas (intensities of D1 to D4).

MOTE: The tan areas imply at least
a 1-category improvement in the
Drought Monitor intensity levels by
the end of the period, although
drought will remain. The green
areas imply drought removwval by the
end of the period (D0 or none).

- Drought persists

Drought remains but improves

Author:
Adam Hartman

NOAA/NWS/ANCEPRP/Climate Prediction Center

Drought removal likely

Drought development likely
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http://go.usa.gov/3eZ73
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HEIFERS HELD AS BEEF COVW REPLACEMENTS
January 1, U.S.
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_ CALF CROP
Mil. Head U.S., Annual

(Calf Crop)
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FEEDLOT PLACEMENTS

i US Total, Monthly
Mil. Head
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MED. FRAME #1 STEER CALF PRICES
550-600 Pounds, N.D., Weekly
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MED. & LRG. #1 FEEDER STEER PRICES
750-800 Pounds, N.D., Weekly
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U S DA North Dakota Weekly Cattle Auction Summary
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W st ed Ivestockecanomics Budgets

Summer 2021 Grazing Budget
(costs - $/head)
Example Your #s

1. Pasture ( 4 A@$ 20.00) 80.00 ( A@S ) 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, oil 5.00

8. Hired Labor

9. Repairs (fencing, waterers, etc.) 3.00
10. Interest on calf and operating 15.00
11. Death loss (1%) 9.19
12. Miscellaneous 1.00
13. Fixed Costs (insurance, taxes, depreciation) 3.00

A. Total Production Costs (sum 1 thru 13) 150.69 0.00
B. Operator Labor and Management

C. Total Costs (A + B) 150.69 0.00
D. Hundredweight produced 25

E. Feed Cost/cwtgain (1+2 +3/D) 32.20 #DIV/0!
F. Total Cost / cwt gain (C / D) 60.28 #DIV/0!
G. Beginning calf value ( 550lbs@ 9% 1.67 ) 918.50 ( lbs @ $ ) 0.00
H. Sale Weight (cwt) 8

J. Breakeven Price / cwt (C + G / H) 133.65 _ BE #DIV/0!
K. Expected Selling Price / cwt ($_144.00 ) Projected profit/hd 82.81 (S ) #DIV/0!
L. 10% Higher Selling Price ($ 158.40 ) Projected profit/hd 198.01 (S 0.00) #DIV/0!
M. 10% Lower Selling Price ($ 129.60 ) Projected profit/hd -32.39 ($ 0.00) #DIV/0!
N. Breakeven Purchase Price at Expected Sales Price ($/1b) 1.82 #DIV/0!
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Price Risk Management Tools

» Cash forward contract

 \Video and internet auctions

« CME futures

« CME options

* Livestock Risk Protection (LRP)

* WWhich one or combination fits your
marketing plan?

 “If you don’t manage risk, risk will
manage you”
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AUG 2021 FDR CAT/CME FDR CAT INDEX

GFQ21 - Feeder Cattle - Daily OHLC Chart

MW Op:149.875, Hi:153.625, Lo:149.700, C1151.350 M GFY00: 135.500

@ Barchart.com
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N.D. Feeder Cattle Basis
“Rule of Thumb”

* E to W along |-94

800 Ib. M&L 1 steers par with FC futures
($0 Basis, but wide range in prices)
Highway 2 deduct $2-$4
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* NEW LRP Premium Subsidy Rates
o)

verage Level % Subsidy Rate %
95-100 35
90-94.99 40
85-89.99 45
80-84.99 50
70-79.99 55

Effective 9-14-2020/Retroactive to 7-1-2020
(13% Subsidy for many years)

*Pay prem@n to agent-Pay at maturity



LRP Coverage Prices, Raes, and ActualEnding Values - Report for

Risk Management?

USDA united states Department of Agriculture
sl Risk Management Agency

800 1b. Steers
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https://public.rma.usda.gov/livestockreports/main.aspx
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USDA United States Department of Agriculture
e Risk Management Agency

LRP - Feeder Cattle
4/27/21

Current
LRP Cash
Cost/cwt | End Date Price

800 Ib. steer 150.00 4.69 8/24/21 135.22
134.00 BE 1.03
151.86 5.26 9/21/21
135.86 BE 1.25

750 Ib. heifer 135.00 4.22 8/24/21 121.17
133.20 3.64
136.67 4.73 9/21/21
134.87 4 .11
https://public.rma.usda.gov/livestockreports/main.aspx
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2021: COVID-19, CornS, Drought Issues?

Causing Volatility and Risk , especially on
seasonal basis. Flexible marketing plans
should include risk management tools

PRICES?
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