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THE WATERTROUGH 

“There will always be bull       

markets, followed by bear       

markets, followed by bull        

markets."  

  ~ John Templeton 

In This Issue 

• Marketing Buzz 

• Loonie, Crossing a 

Threshold 

• Beware the Ides of March 

• Bred Heifers 

• Thoughts on the industry 

 

Have you thought about what size of cattle to own in a high grain price environment? 

Up, down, all around... 
In this issue we will discuss how price protection is necessary in up, down and 

sideways markets.  All the government money printing is causing prices to rise 

for many things these days.  Now the focus of our hedging is not only on possi-

ble downward moves in cattle prices like we often see in March, but the upward 

moves in things that affect our profitability.  Things such as grain prices, the 

Loonie, interest rates, farmland prices, energy, equipment, labour, etc.  Bull 

markets in cattle are never a straight, easy ride up in profitability as volatile 

price corrections and rising input costs make it a tricky matter unless we man-

age our price risk.  Hang on to the cow’s tale in this bull market, it will be fun. 

Cows in Control services: 
 
1) Developing an annual marketing strategy for your cattle 

2) Working with you to protect the value of your herd  

3) Analysis on retained ownership and forward selling 

4) Making sense of the markets 

Give us a call for a free consultation   
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The Marketing Buzz (Feb 19) 

Canner cows, heiferettes and bulls 
Cull cows:  $60-89 (avg. $81 D2)  Heiferettes: $110-140 

Cull Bulls:  $90-125   

Breds  Breds:  $1400-2800;  Bred heifers:  $1800-2900 

     (what a range in breds!!)   

Feeders  (light weight prices should outperform heavy now) 
 Steers: 450 wts $2.52       Heifers: 450 wts $2.08 

    550 wts $2.33        550 wts $2.01 

    650 wts  $2.14        650 wts $1.89 

    750 wts $1.95        750 wts $1.73 

    850 wts. $1.82        850 wts $1.64 

 Slide 550-850: 17 cents/cwt     Heifer:steer @ 750 lbs: -22 cents 

Finished Cattle  
 $1.52 live;  $2.52-2.55 rail  

Feeder Basis:  +6  Finished cattle Basis:      +6  (futures) 

                   +8  (Cash) 

 (Note:  these are exceptionally high basis levels for Canadian cattle for this time 
of year, caution!) 

Crossing a threshold... 
We are entering into a new era of hedging, 
hedging in a rising cattle market.  For the last 
5 years we have been in a sideways market. 

Inflation is rearing its head once again due to a 
lot of government money printing, meaning the 
prices of things like commodities are going to 
go way, way up as we have started to see in 
the grain markets. 

Canada is a commodity producing country and 

the Canadian dollar (Loonie) tends to follow 
commodity prices (especially oil) very closely. 

If you look at the chart at left, you can see that 
the Canadian dollar has bottomed and is look-
ing to cross a major threshold around the 80-
82 cent level that is a significant “resistance” 
level as chartists like to call it. 

The upside potential for the Loonie is quite 
large beyond that threshold, with very little 
“resistance” levels to hold it back. 

See how the Loonie rallied from 2002-2008. 
This was the last time we had a major com-
modity rally the likes of which we may be en-
tering now. 

Canadian cattle prices are determined by tak-
ing US futures, converting them into Canadian 
dollars, and subtracting (or adding in today’s 
case) a basis.  The higher the Loonie price, 
the lower that converted price in Canadian 
dollars ends up being for your cattle. 

Cattle futures will rise in this commodity rally, 
but a stubbornly rising Loonie will hold back 
the Canadian price growth relative to US pric-
es.  And yes, there will be much volatility. 

Fortunately, Canadian dollar hedges are     
inexpensive to put on and very effective for 
hedging the effect on cattle prices of a rising 
Loonie.  Every 1 cent move in the Loonie is 
like a $25/head hit to your feeder prices rela-
tive to US. 

My dog sleeping in a protein tub?! 

Canadian dollar   

Canadian dollar 



Beware the Ides of 
March… 

I’ll bet you didn’t realize that we 
have been in a steady bull market 
in cattle prices since 1996 did you?  
The volatility of booms and busts 
make it feel like a rollercoaster. 

Our input costs have been in a bull 
market too, making it feel like we 
are stagnating or falling behind. 

We had a monster rally from 2009 
to 2014, that burst in 2015/16, and 
have been in a sideways consolida-
tion of prices ever since.   

You can see upper right that prices 
have come to a point of inflection 
where sideways action may now 
turn into a break out situation.  With 
the commodity rally we are in, a 
break higher is a good bet. 

The problem is that in Canada, our 
cattle are trading nearly 20 cents/lb 
over our US counterparts as can be 
seen in the middle graph.   

This shows relative optimism of 
Canadian feedlot buyers over US 
feedlots.  Is this because our inven-
tories are low or what do Canadian 
feedlots see that US feedlots don’t? 
Or vice versa? 

The bottom chart is seasonality of 
prices.  You can see the March/
April lows in 7 and 8 weight cattle 
while light weight cattle generally 
grind higher into May.  

On top of it, we have a rising Cana-
dian dollar which is a headwind to 
Canadian feeders and rapidly rising 
grain prices which affects costs of 
gain and ultimately what feedlots 
can afford to pay for feeders. 

If and when feeder futures break 
out to the upside, I am uber-bullish 
that prices will go much higher, but 
no one can predict when. 

If you plan on purchasing grass 
cattle or cattle to breed, perhaps 
consider rotating out of your heavy 
feeders into those lighter weight 
cattle ahead of the “Ides of March”. 

At Cows in Control, we help you 
navigate these rotations and help 
you hedge the dips. 

Feeders ready to break out higher, but... 

Feeder Cattle futures -

1995 to today 



Contact Us 

Give us a call for more infor-

mation about our services 

and products  

Cows in Control 

45081 Township Rd 244 

Calgary, Alberta T3Z 2N2 

(403) 775-7534 

admin@cowsincontrol.com 

Visit us on the web at 

www.cowsincontrol.com 

 

 

"TO LOVE THE LORD YOUR GOD 

AND TO SERVE HIM WITH ALL 

YOUR HEART AND WITH ALL 

YOUR SOUL – THEN I WILL SEND 

RAIN ON YOUR LAND IN ITS SEA-

SON, BOTH AUTUMN AND 

SPRING RAINS, SO THAT YOU 

MAY GATHER IN YOUR GRAIN...I 

WILL PROVIDE GRASS IN THE 

FIELDS FOR YOUR CATTLE, AND 

YOU WILL EAT AND BE SATIS-

FIED." - DEUT. 11:13  

Bred Heifers... 
Bred heifer numbers are the lowest they have been since 2010, the start of the 
great 2010-2014 cattle price rally.  If we are correct on our thesis that the world 
is entering a major multi-year commodity rally, don’t you think now is the time 
to load up on bred heifers?  Invest in the factory with the longest life span. 

 

What kind of bred heifers?  Grain prices will be high going forward, labour and 
equipment will also be expensive.  Seek breeding cattle that don’t need grain, 
calve on their own, and can feed themselves in the winter time.  Many of the 
greasy, shiny heifers in catalogs these days I would suggest are the opposite 
of that.  Raise your own on forages, or buy from ranchers who do the same. 

Cows in Control, serving the cattle producer 

Thoughts on the industry 
  We are entering a new phase of the cattle markets.  There are boom, bust and then sideways markets.  We have been 

in a six year sideways market where returns were flat, WLPIP seemed useless, and the business seemed sluggish (costs 

just don’t seem to go flat like cattle prices do). 

  Europe, China, Japan, the US, and Canada are all simultaneously printing money like there is no tomorrow, most of it to 

overcome Covid’s hit to the economy, but a lot of it has been going on for decades, really since the Asian flu in the ‘90’s 

where the Japanese market collapsed and then in 2000 when the US market tumbled.  The spigots really turned on after 

the 2008 financial crisis, and then spigots became firehoses in 2020 with Covid. 

  Whether it is electric vehicles, lumber, bitcoin, tech stocks, Vancouver houses, or canola, we are seeing inflation’s ef-

fects bubbling up all over the place now.  Commodities were trading at the lowest levels compared to stocks ever and are 

now starting to catch a bid.  Large multi-year commodity rallies often see agriculture prices triple and quadruple in value 

over a 7 to 10 year period.  It is usually led by the grains, then cattle follow.  Grains have just started to move. 

  We are about to enter a rising phase of markets for cattle.  So do we stop hedging our cattle and just enjoy the ride?  

Blue skies ahead, right?  Absolutely not!   

  When cattle prices are rising, price corrections on the way up become more and more severe.  20 or 30% price drops in 

cattle will occur periodically as the market grinds higher over the next few years.  If you are buying or selling cattle in that 

type of market, price protection or changing when you buy/sell could mean the difference of 20-30% to your bottom line.                

  Most often our input costs are rising as well.   We now have to hedge our input costs like grain, forages, nat gas, etc. as 

well as the Canadian dollar which can swing cattle prices around even in a bull market.    We are actively helping clients 

hedge grain prices, Canadian dollar, interest rates, farmland prices, in addition to cattle right now.  We also hedge buy 

prices rather than sell prices alone.  Let’s ride this bull!      Take care -- RC 


