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THE WATERTROUGH 

“All of life is the management of 

risk, not its elimination."  

  ~ Walter Wriston 

In This Issue 

• Marketing Buzz 

• The only sure thing 

• Mechanics of a grass  

program 

• Breaking down Canadian 

feeder prices 

• Thoughts on the industry 

 

Ukrainian farmers stealing Russian tanks, gotta love it! 

Wars and Rumours of Wars... 
Pretty tough to make plans or predictions of profitability in this topsy turvy 

world.  Many are worried about drought in South America and the US affect-

ing food supplies, not to mention the old Soviet bread basket under conflict.  

Fertilizer and energy are threatened.  One thing we can count on is that farm-

ers know how to put in a crop.  Lets keep our hopes up.  This issue is dedicat-

ed to encouraging producers to look at hedging not so much for huge down-

side risk as to simply smooth out the rollercoaster ride we are on.  Pretty good 

returns can be locked in these days on cattle, it sure helps you sleep better. 

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   

Cows in Control Newsletter  March 2022 



The Marketing Buzz (Mar 25) 

Canner cows, heiferettes and bulls 
Cull cows:  $70-105 (avg. $96 D2)  Heiferettes: $110-145 

Cull Bulls:  $100-145   

Breds  Bred Heifers:  $1300-2100; Bred Cows:  $1375-2050 

    (the range on breds is incredible, throw a dart at the wall)   

Feeders  (Heifers are on sale) 
 Steers: 450 wts $2.40       Heifers: 450 wts $2.06 

    550 wts $2.31        550 wts $1.95 

    650 wts  $2.19        650 wts $1.85 

    750 wts $2.01        750 wts $1.76 

    850 wts. $1.88        850 wts $1.67 

 Slide 550-850: 14 cents/cwt     Heifer:steer @ 750 lbs: -25 cents 

Finished Cattle  
 $1.61 live;  $2.69-2.74 rail  

Feeder Basis:  -7 (futures)    Finished cattle Basis:   -14     (futures) 

      -6  (cash)            -11     (cash) 

 (Note:  Canadian packers refuse to pay higher for fat cattle, just refuse) 

The only sure thing... 
The only sure thing in cattle markets today is 
what you can lock in with hedges.  There is no 
one smart enough to predict where prices will 
be this fall.  The futures market is the collec-
tive guess of all the market’s participants. 

Will we have a drought this summer?  Will war 
continue to disrupt supply chains and our ac-
cess to fertilizer?  Will there be any hay for 
next winter?  Will corn be $4 or $10?  Will 
calves be $1.80/lb or $3/lb this fall?  If you 
have these answers you might have some in-
sight on where prices will be.  Otherwise lets 
look at what we can lock in today as our guide. 

Today you can lock in over $2.25/lb for 850 
weight steers for the fall.  That is over $300/
head higher than today’s prices.  Doesn’t that 
sound like something you would like to take 
advantage of?  We can lock most of that in 
with some of our option strategies. 

With LPIP you can lock in nearly $2.10/lb net 
of fees which is still $187/head higher than 
today’s prices. 

The projected returns on grass cattle are phe-

nomenal right now where you can lock in over 
$300/head returns.  Locked in returns.  Sleep 
at night returns.  Happy banker returns. 

550 lb calves can be locked in for nearly 
$2.50/lb for the fall.  $2.30/lb with LPIP.  Not 
bad, worth consideration. 

A little Mexican sunset to get us through spring... 

Decent returns can be locked in today for the fall 



Grass programs 

This is a simple breakdown of a 
yearling grass program to demon-
strate how we can use hedging and 
market timing to boost our returns. 

For this demonstration, we will look 
at buying cattle in May to put on 
pasture, and sell in the fall.   

We will then compare that to a pro-
gram where we forward buy the 
cattle, hedge them, forward sell at 
the highs in the summer and deliver 
the cattle when the grass runs out.  
A more actively managed program. 

The first thing we look at is season-
ality of prices.  When do feeder 
prices generally bottom and when 
do they top out?  We can build our 
buy and sell dates off those sea-
sonal patterns that pretty much 
happen every year.  See top right. 

Using last year as an example, we 
look at forward buying the cattle in 
March/April for May delivery.  We 
then put on LPIP feeder insurance 
for September/October.  When the 
feeder market tops out in late Au-
gust/Sept, we forward sell the cattle 
on TEAM or DLMS for October de-
livery.  Then we deliver the cattle in 
October when the grass runs out. 

All of that is compared against a 
traditional plan of buying yearlings 
in May and selling in October un-
hedged. 

In 2021, the returns on the man-
aged plan was significantly higher 
than the traditional program, even 
with the 7 cent/lb cost of the insur-
ance that we didn’t end up needing.  
The strategic timing of our purchase 
and sale boosted the returns. 

If something were to have hap-
pened in 2021 to cause the market 
to drop say 15% which is a com-
mon amount of volatility, what 
would it have looked like? 

The bottom pane shows that the 
managed program would still have 
a positive return of $153/head 
thanks to the hedge, where the tra-
ditional operator would have lost 
$238/head.  Hedging works in both 
up and down markets.  Plus it helps 
you sleep better at night and stay in 
business longer. 

Mechanics of a grass program... 



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  

Breaking down Canadian feeder prices 
How do those feedlots and order buyers in the auction rings or on the internet sales 
determine what is fair value for feeders and calves?  Though some of it is based on 
feeding breakevens, ultimately prices are based off of the US futures market.   

The simple math is to take the feeder futures price, divide it by the Canadian:US ex-

change rate, and subtract the basis to get the price of an 850 lb steer in Canada. 

The important thing about this graphic is to show that nearly 75% of the value of our 
feeders and ultimately calves is based on the futures market price.  20-25% is based on 

the exchange rate, and  5-15% is basis or our local premium or discount. 

With a futures option contract and a Canadian dollar hedge we can protect roughly 90-
95% of the value of our feeders and calves and have fairly accurate price prediction 
ability using this method.   

If we take October feeder futures at 183 and divide it by an 80 cent dollar, subtract 7 

cents for October basis, we get $2.22/lb for an 850 lb steer in October that you can lock 
in today.  With an 8 cent slide, that locks in a 5 weight calf for $2.46/lb. 

Cows in Control, serving the cattle producer 

Thoughts on the industry 
  Lots of things to worry about these days.  Food crisis, energy crisis, wars, movie stars slapping each other at the Os-

cars.  “Society has lost it” someone tweeted to the Oscar event.  I think he may be right. 

  Though we may not be sure of the outcomes of all these events that make the news, what we do know is that it is creat-

ing massive amounts of volatility that are impacting our input costs as well as the sale values of our livestock. 

  Oil prices went from negative $40/barrel to now over $100/barrel in two short years.  Fertilizer has tripled, hay prices 

tripled, grains doubled.  When we hedge or use price protection tools like insurance or some of our other option tools, it 

is about bringing stability to your ranch cash flows as much as trying to protect against downside risk.  Price hedges can 

offer you a predictable, safe minimum sales value for your livestock 6 months to a year out, as well as be used to offset 

any rises in your input costs such as grain prices, fuel, or natural gas.  Smoothing that ride out makes life less of a roller-

coaster, and really helps you get sleep at night when you know your costs are fixed and your sales prices have a floor. 

  This commodity rally is stalling out a bit as society digests the whole Russia/Ukraine crisis and gets more comfortable 

with living in this era of volatility.  However, Russia is threatening to cut the gas off to Germany.  The Ukraine may not get 

their crop in this year.  The US may be headed for a drought.  These are huge headline risks to prices for commodities.  

The volatility we have seen may subside once in a while, but it looks like it is definitely here to stay for a while at least. 

  Cattle prices have not kept up with the inflation of other goods such as grains and fertilizer, so it is likely we will see 

much higher cattle prices at some point.  But we must be vigilant. What if Germany goes dark, or grain prices rally to 

$12/bushel?  To be unhedged or unprotected in your operations, you are weathering incredible risk and stress. 

  We encourage you to look into some of these price protection tools we use in our program to help you with sustainable 

longevity of your operation, as a way to reduce stress, to smooth out your returns from year to year, and make ranching 

more fun.  Most of all, take care out there — RC 


