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THE WATERTROUGH 

“The only way out is through"  

  ~ Robert Frost 

In This Issue 

• Marketing Buzz 

• King Dollar 

• Oil, corn and cattle 

• Lots of cattle on feed, 

but... 

• Thoughts on the industry 

 

...as visions of bales danced in our heads...may it come to fruition for you this year! 

Gleaning... 
In flat, low margin cattle markets like we are experiencing, sometimes we 

have to glean markets.  Look for opportunity wherever you can find it.  Is the 

market going up or down?  Who cares.  Play the up and the down.  Don’t be 

afraid to hunt out arbitrage opportunities, play volatility.  Use cattle hedges, 

grain hedges, currency, various tools to bring cash flow in a down market 

when cattle margins are weak, all in an effort to keep the ranch intact.  In this 

issue we will discuss how commodities interact with currency and other as-

sets, how it all impacts cattle prices, and thoughts on how to play it. 

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 pricing 

4) Making sense of the markets 

Give us a call for a free consultation   
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The Marketing Buzz (May 6) 

Canner cows, heiferettes and bulls 
Cull cows:  $84-119 (avg. $107 D2)  Heiferettes: $110-140 

Cull Bulls:  $110-145   

Breds  Pairs:  $1700-2800 

    (lots of pairs trading, prices all over the map as usual)   

Feeders  (Canadian cattle are on sale again) 
 Steers: 450 wts $2.39       Heifers: 450 wts $2.04 

    550 wts $2.32        550 wts $2.04 

    650 wts  $2.20        650 wts $1.90 

    750 wts $2.05        750 wts $1.82 

    850 wts. $1.88        850 wts $1.72 

 Slide 550-850: 15 cents/cwt     Heifer:steer @ 750 lbs: -23 cents 

Finished Cattle  
 $1.69 live;  $2.83-2.85 rail  

Feeder Basis:  -18 (futures)    Finished cattle Basis: -2     (futures) 

      -  7 (cash)            -17     (cash) 

 (Note:  Feeders are too cheap, US cash slaughter prices are well above 
Canadian and the futures right now.  A revision higher needs to come here 
in Canada as cattle are being exported to get higher slaughter prices south) 

King dollar... 
As the world destabilizes with war, food and 
energy crises, and rampant inflation, global 
citizens are flocking to the US dollar as a form 
of safety. 

The strong dollar is having profound impacts 
on our Canadian cattle supply situation. 

With the strong dollar, Canadian cattle and 
beef becomes cheaper and our slaughter and 
import/export fundamentals have improved 

radically.  Beef exports to the US are up 13% 
YTD.  Live cattle exports are up 44% and im-
ports down 48%.  At left, is an approximate 
figure of how many cattle that represents. 

If you tally up the various figures and exclude 
overlap, there were roughly 165,000 head of 
cattle removed or not brought in to the Canadi-

an system from January to April on account of 
higher exports, lower imports and higher 
slaughter.  On the beef side, we had a net ex-
port the equivalent of  75,000 head. 

The strong purchasing power of the US dollar 
is why Canadian prices have held so flat all 
year while US futures have collapsed. 

During all this you could have picked up 20 
cents/lb with a feeder futures hedge from the 
start of the year.  The next stage will be to 
hedge against a rising Loonie when this trend 
ends or reverses and US demand for our cat-
tle and beef tails off.  Not yet though.  

Had a nice visit with the wise old owl... 

Strong US dollar, cattle begin to leave this country... 

US dollar 

Feeder 

futures 



Oil, corn and cattle 

As cattle producers, we really need 
to keep our eye on all commodities, 
not just cattle prices. 

At right we have corn and oil prices 
overlaid going back to 2007.  Look 
at the correlation between the two!   

Famous investor Jeremy Grantham 
said “Modern agriculture has been 
accurately described as a way of 
turning oil into food.  As the price of 
oil continues to rise, so will the price 
of food”.  When 40% of the US corn 
crop goes into ethanol production, 
this makes some sense. 

In light of the energy transition that 
has left oil production in the dust  
(1300 rigs globally compared to 
3500 in 2014), add in oil sanctions, 
supply issues, oil can go higher yet. 

The bottom graph shows commodi-
ty prices relative to stock prices.  
The yellow star is where we are 
today.  At the top of the chart are 
previous crises and oil shocks.  We 
have a long way to go yet. 

Say oil pops and drags corn higher. 
Or we get continued drought in the 
US and South America and corn 
pulls oil higher.  Either way we have 
significant risk on cattle returns rel-
ative to both corn and oil rising.  

The middle chart shows the break 
even calf price in October at various 
cost of gains and finished cattle 
prices.  October calves finish in 
June of 2023.  Finished prices are 
just under $2/lb and cost of gain is 
in the mid $1.70’s.  That puts calf  
b/e’s in the $2.20’s/lb for October. 

If either finished prices soften or 
costs of gain rise, you can see how 
that impacts the breakeven price 
feedlots can afford to pay for 
calves. Vice versa if grains soften. 

This is why we suggest low risk 
grain hedges in your hedge portfolio 
to hedge your cattle margins.  The 
easiest tool is corn call options. 

If February live futures are 151 to-
day, that equates to $1.96 finished 
price in Canada.  An 85 cent Loonie 
would drop that to $1.77. We sug-
gest strategies for dollar, grain and 
cattle as ways to protect margins. 

Oil, corn and cattle... 

Corn - orange 

Oil - red 



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  

Lots of cattle on feed, but... 
Our intent is not to intimidate you with 
the record number of cattle on feed in 
both Canada and the US. 

You  can thank the dairy industry for the 

boost in numbers, because it definitely 
isn’t the beef herd growing. 

However, and here is the good news.  

Over half the cattle on feed in the US 
have been on feed more than 4 months.  
Of 12 million head on feed, half of them 

are set to turn over in the next few 
months. 

This is because the US was lacking packing capacity, and backlogged fat cattle are still 
stacked up from Covid days (250k head).  With new capacity coming on stream soon, 

that issue may also slowly ease.  Canada doesn’t have as many backlogged cattle be-
cause we have more packing capacity, so a lot of US cattle headed north into our feed-
lots looking for processing space until this year. 

Now that the US dollar is strong, Cana-

da is short on feed and packing space 
is opening up down south, there could 
be a huge whooshing sound of cattle 

heading south as we have already 
seen at the start of the year. 

Canadian feedlots have overbuilt.  
There will be a bidding war for fewer 

and fewer cattle as cattle begin to head 
south.  Good times for cow/calf coming, 
tough times for feedlots ahead. 

Cows in Control, serving the cattle producer 

Thoughts on the industry 
  There is a general melancholy out there in the industry these days.  Calf prices have been too flat, for too long while 

input prices have risen.  Drought has a way of wreaking havoc and stress as well. 

  Market bottoms usually occur around this time of melancholy when there is a final capitulation, or people simply get 

frustrated and throw in the towel.  Drought has caused some of that capitulation if you look at how many pairs are for 

sale right now.  I don’t know anyone who is building numbers significantly.  If we get rain, things could get interesting. 

  After the big grain run in the early 1970’s, cattle suffered until about 1975 when the grains finally levelled off and cattle 

prices rose 150%.  They did it despite the inflation of the 1970’s.  They did it despite rising oil, grain prices, interest rates 

and the whole gambit like we are suffering today.   

  The same thing happened in the big grain run in 2008 when ethanol hit the scene.  Cattle struggled initially and then 

promptly rose 180% between 2009 and 2014 despite back and forth rallies in grains at the time.  Nothing new under the 

sun, and it will happen again.  Herd inventories in North America are setting the stage, packing space will fuel it. 

  The market hasn’t rewarded us and it may not for an unspecified amount of time.  To beat back the melancholy of these 

seemingly hopeless markets, we must sometimes take mercenary tactics against the market. Attack weaknesses or mo-

ments of volatility in these markets to try and lock in returns or even make returns when situations present themselves. 

  Cattle futures have dropped 20 cents/lb since the start of the year.  If you happened to hedge that, stick those hedge 

gains in your jeans.  Now futures are trading at the lows, is it time to get long cattle again?    Corn prices have risen 40% 

since the start of the year.  Some well timed grain hedges make a nice cash profit to help buy feed or pay for fertilizer. 

  Our Canadian cattle prices have been dead flat all year, but  the volatility in our hedge tools has been immense and 

allowed for some quick gains if you are active, without being speculative and taking only limited, calculated risks.  Kind of 

like fishing, you gotta find the holes, don’t lose your hook, and think like a fish.           Most of all, take care out there — RC 


