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THE WATERTROUGH 

“There are risks and costs to   

action, but they are far less than 

the long range risks of            

comfortable inaction"  

- JFK 
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• Buy, sell, trade, or news 

 

Visualizing the input costs on a cow... 

What makes up a cow?... 
All sorts of fireworks in the Persian Gulf are creating havoc with our input pric-

es again, similar to the Russia/Ukraine invasion.  Oil, diesel, fertilizer, natural 

gas and even grain supply availability is being questioned as facilities are 

bombed, and traffic through the Gulf is hindered.  It is time to look at the other 

costs of a cow besides grass and feed that may be affected or might be 

hedged should we see another prolonged round of commodity input cost infla-

tion.  What does the rising cost of gasoline do to beef demand?  How does 

20% less fertilizer and LNG affect our input costs?  These are things we must 

manage now to keep margins in check.  Some can be hedged, some can not. 

Cows in Control client 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 (March 13) 

Canner cows, heiferettes and bulls 
Cull cows:  $190-258 (avg. $237 D2)  Heiferettes: $260-360 

Cull Bulls:  $235-350 ($5000 cull bulls; $3000+ cull cows)     

Breds   Bred heifers: $5500-6700; avg. $6147  

     Breds:     $2700-6650; avg. $5470 (1.4X steer calf) 
     

Feeders  (red numbers: heifer discount) 

 Steers: 450 wts $7.79     Heifers: 450 wts $6.93  (-.86)          

    550 wts $7.07       550 wts $6.22  (-.85) 

    650 wts  $6.26       650 wts $5.76  (-.50) 

    750 wts $5.49       750 wts $5.06  (-.43) 

    850 wts. $5.00       850 wts $4.59  (-.41) 

    950 wts.  $4.65       950 wts  $4.27  (-.38) 

 Slide 550-850: 69 cents/cwt     Heifer:steer @ 750 lbs: -43 cents 

Finished Cattle  
 $3.22/lb live;  $5.38/lb rail  

Feeder Basis:+ 22 (futures)  Finished cattle Basis: + 6 (futures) 

        + 10 (US cash)          + 1 (US cash) 

(Note:  Canada still flying high relative to the US, caution!) 

Not again?!... 
Drying conditions in the US are moving to 
extreme again, as evidenced by this Cattlefax 
chart of the Percent of US cowherd in drought 
being over 70%. 

Couple that with wildfires in Nebraska, Okla-
homa and Texas and we may see not only 
another impediment to herd expansion, but 
possibly losses and herd reductions. 

I don’t understand the intricacies of El Nino’s 

and La Nina’s and which does what.  I do 
know the long range weathermen are calling 
for another dry summer in North America. 

So lets’ look at our old drought playbook.  
What happens in a drought? 

1. People downsize the herds, bred cattle 
prices drop 

2. Demand for grass cattle drops, feedlot 
placements rise 

3. Grain, grass and feed prices rise, feeding 
margins fall 

4. Herd size contracts or stagnates 

As much of a hindrance drought may be, it 
could be what sustains our high prices for yet 

another year, prolonging our cattle cycle.  It 
takes moisture to build the cowherd, and that 
just doesn’t seem poised to happen.  Will we 
see higher cattle prices?  I don’t think so, but it 
may sustain us from any prolonged drops in 
cattle prices so long as demand stays steady. 

Remember, it is hard to sell bred cattle in a 

drought, you can’t give them away sometimes 
if ranchers are short on grass and feed.  It 
might make sense to alter your inventory mix 
to include some yearlings that eat less, can be 
hedged, and are liquid to sell in a drought. 

Margins are great on cattle, but bred prices at 
only 1.4X a steer calf show ranchers are bank-

ing on another dry year ahead.  Ranchers are 
often very reliable weather predictors. 

Bull sale season, and this is what nature selected? 

Cattle in drought - graph from Cattlefax 

Wow! 



Wartime inflation... 

There is a lot of noise around the 
war in Iran right now, it is hard to 
decipher truth from hype. 

What is evident is that Iran has now 
started bombing LNG (liquified nat-
ural gas) facilities in Qatar after 
having their own facilities bombed 
by Israel. 

20% of the world’s LNG supplies 
just went offline.  It takes natural 
gas to create fertilizer, and 33% of 
the world’s  fertilizer flows through 
the Straits of Hormuz.  20-25% of 
the world’s oil flows through that 
region.  20% of the world’s fertilizer. 

The bombing of the LNG facilities in 
Qatar is estimated to take 3-5 years 
to repair.  Trump says the war will 
be over soon.  Maybe, but the dam-
age repairs could take much longer. 

The top graph is inflation in the in-
flationary eras of the 1940’s during 
WW2, the 1970’s era, and today’s 
era.  You can see inflation seems to 
come in waves.  Inflation is the gen-
eral increase in price of goods.  It 
looks like we may be due for anoth-
er wave. 

The middle graph shows cattle pric-
es relative to oil and grain (corn).  
With so much of the corn crop be-
ing used as ethanol (40%), corn 
and oil trade very similar.  Oil is 
beginning to spike higher due to the 
war.  It is likely grain will move high-
er to follow suit. 

Will the pain of higher gasoline on 
the beef consumer and higher feed 
costs for feedlots affect cattle’s sky 
high prices?  Or will high costs hin-
der further beef production and 
keep supplies low and cattle prices 
high?  That we will have to see. 

The Canadian dollar is breaking out 
of a 15 year down trend.  The Loon-
ie is a commodity backed currency 
whether our government chooses to 
accept that or not.  A cent rise in 
the Loonie is 7 cents off feeder pric-
es.  That can be hedged. 

If you add in drought, we can ex-
pect feed prices, oil/gas/diesel pric-
es, fertilizer prices and transport 
costs in general to rise.  Time to 
hedge some of that input cost risk. 

Wartime inflation... 
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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 

Www.buysellbreeders.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  

Creating cattle out of thin air?... 
It is astounding to me that we have lost 35% of our cow herd in the last 20 years and 
yet our cattle on feed numbers in Canada are still holding the same levels. 

We are not short of feedlot cattle in Canada.  It is like we are creating feedlot cattle out 
of thin air compared to our cow inventory. With the addition of 10-15% of total supply 
from beef on dairy now, plus adding 19% more carcass weight since 2005, who needs 
more beef cows?  Innovation, a few dairy cattle and a whole lot of feedgrains and we 
can eliminate those pesky belching beef cows and save the planet.  Right?  Yeah….no. 

Though it is remarkable what we can do with less and less cows, the dairy industry is 

constrained in its ability to grow, beef on dairy mixes are almost fully utilized, we are at 
1000 lb carcasses, and we may now be using more grain for fuel.  To maintain afforda-
ble beef inventories, it may now come down finally to simply needing more beef cows. 

Cows in Control, serving the cattle producer 

Thoughts on the industry 
  One of life’s most predictable features is that everything ultimately moves in cycles.  Whether it is seasons, economic 

cycles, reproductive cycles, or energy cycles; everything cycles.  Commodities are one of the most cyclical assets on the 

planet and they often correspond with war activity. 

  I quit watching the financial news these days because all I hear about is Artificial Intelligence (AI) and data centres.  

Tech, tech, tech.  We never hear about resources, housing, construction, retail or anything else anymore that isn’t related 

to AI.  Technology is a “nice to have”, commodities are a “need to have”.  “Need to haves” are about to have their day. 

  It is astounding what percentage of our energy and agriculture inputs travel through the skinny Straits of Hormuz, but 

we are all learning in real time how large that volume is as the War with Iran escalates.  We are back to now having to 

take a hard look at our input costs again after a nice long period of low feed costs, low energy costs, and cheap fertilizer. 

  The developing drought and predictions of a dry summer will also compound some of the feed costs for our livestock, 

and definitely slow the much needed herd rebuilding.  This makes it very difficult as a cattle hedger to plan for.  Stubborn-

ly tight cattle inventories keeping prices elevated running up against margin and cost price issues that could derail high 

prices.  What will be the price outcome overall?  I would expect a lot of volatility likely at pretty good price levels.  A lot of 

sideways muck when it comes to cattle prices.   

  Being competitive on your profit margins may have as much to do with managing your input costs now, rather than 

simply banking on sustained higher cattle pricing.  Who can manage another year of dry conditions the best?  Are we 

rebuilding our herd just in time for another drought forced liquidation?  These all remain to be seen, but it is a good time 

to evaluate your cost and risk profiles on your ranches.  Time to touch the brakes a bit and have a good look down the 

road.  Stockpiling feed,  putting some water systems in place, investing in feed efficiency, hedging off some currency risk, 

and locking in your nat gas costs may be the best move now -  Take care out there - RC 

25? 
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Call 403-669-3451 (office@cowsincontrol.com) for pricing or to book on this page  
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