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THE WATERTROUGH 

“We achieve more when we 

chase the dream instead of the 

competition"  

- Simon Sinek 
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• Thoughts on the industry 

• Buy, sell, trade, or news 

 

Brazilian feedlot... 

Global competition... 
The rest of the world is not immune to our high prices in North America for 

beef, and they want in on the action.  Mexican feeders are shut out of the US 

due to Screwworm, but they adapted by figuring out how to feed their own 

cattle and export it back to the US as grain fed product.  In Canada, we are 

discussing the Mercosur free trade deal which could allow more product into 

Canada from South America tariff free.  Is our industry ready to handle the 

competition coming down the pipe from global suppliers?  We had best dis-

cuss the notion.  We either find ways to out compete them or are forced to go 

down the route of protectionism like Europe, and beef gets costly.  

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 (April 17) 

Canner cows, heiferettes and bulls 
Cull cows:  $190-266 (avg. $241 D2)  Heiferettes: $280-390 

Cull Bulls:  $250-350 ($5000 cull bulls; $3000+ cull cows)     

Breds   Bred heifers: $3500-8000          

     Breds:     $3000-7500   Pairs:  $5100-8200  
   

Feeders  (red numbers: heifer discount) 

 Steers: 450 wts $7.75    Heifers: 450 wts $6.86  (-.89)          

    550 wts $6.94       550 wts $6.34  (-.60) 

    650 wts  $6.22       650 wts $5.63  (-.59) 

    750 wts $5.57       750 wts $5.13  (-.44) 

    850 wts. $5.03       850 wts $4.63  (-.40) 

    950 wts.  $4.72       950 wts  $4.22  (-.50) 

 Slide 550-850: 64 cents/cwt     Heifer:steer @ 750 lbs: -44 cents 

Finished Cattle  
 $3.32/lb live;  $5.55/lb rail  

Feeder Basis: - 3 (futures)  Finished cattle Basis: - 9 (futures) 

        - 12 (US cash)               - 6 (US cash) 

(Note:  Feeder basis is running high relative to futures but in line with 

cash for this time of year.) 

What is Mercosur?... 
There is some chatter these days about the 
Canadian government wanting to make a free 
trade deal with the Mercosur trading bloc. 

Who is Mercosur?  It is the major beef produc-
ing South American countries, Brazil, Argenti-
na, Uruguay, Paraguay and Bolivia.  Right now 
those countries import into Canada under a 
Tariff Rate Quota (TRQ) system which they  
easily fill every year and even more product 
after that with a 26.5% tariff.  Canada imported 
about 40,000 mt’s from Mercosur, the equiva-
lent to about 100,000 head of cattle or 3% of 
our total beef production.  Only 12% of that 
was brought in tariff free under the TRQ. 

The feds want a free trade agreement in place 
before year end, details are still outstanding 
how that would affect the quota system or beef 
volumes.  Between 2021 and 2025 beef im-
ports have increased 238% from Mercosur 
countries despite the quota limits and tariffs. 

North America has done a good job creating 
quality beef that demands a premium, but it is 
a dangerous game that requires import re-
strictions to keep that premium going.   

As you can see, Brazilian beef is half the price 
on the rail as US (Canadian) beef.  Is the qual-
ity as good? No. Is it only half as good?  I don’t 
think so either.  When the consumer tires of 
forking out big bucks for beef, will they look for 
substitutes like South American beef product if 
available in larger supplies without tariffs? 

For now, most of the beef from Mercosur is 
imported as lean trim product.  They are grain 
finishing in larger proportions however, and 
quality is improving.  How long can North 
America keep this price advantage up? 

That is why the industry is fighting this Mer-

cosur trade deal.  A massive influx of cheaper 
product will highlight just how expensive our 
beef really is in our protected market. 

The early days of spring... 

US vs. Brazil fed steer rail price 



Feeling lucky?... 

As the volume of light calves starts 
to disappear this time of year, the 
price for light weight calves general-
ly peaks in the spring. 

Calf prices are up 30% from this 
time last year.  $5.42/lb last year for 
a 550 lb steer, now just under $7/lb. 

Our January inventory showed that 
the cow herd is up 2% on the year.  
Our bred heifers are up 5%.  The 
cattle on feed in this country are up 
9%.  We have more inventory, yet 
our calf prices are still up 30%. 

We will assume most ranchers will 
be producing calves around the 
$2200 level, giving them a hefty 
profit at these price levels.  (There 
is lots of variation in calf production 
costs so please come to our June 
18th Producer Day where Brenna 
Grant from Canfax will talk about 
cow/calf cost of production and Bri-
an Perillat from Bullseye Feeds will 
talk about herd benchmarking). 

At top right, you can see the profits 
that can be locked in on those 
calves today.  Well over $1100/calf 
margins on all the tools.  We can’t 
lock in today’s $7/lb calf price for 
the fall, but you sure could try with a 
forward sale.  Otherwise, the rest of 
the tools should give you some 
sleep at night assurance including 
further upside potential if you use 
LPI or options. 

Is $7/lb the top for calf prices?  No 
one knows, but it is a double top in 
the charts.  Looking at the bottom 
right graph, the seasonal pattern of 
prices in the past 5 years has been 
higher into the fall, but remember 
the last 5 years have been a bull 
market.   

What if this market has topped?  I 
have included the 2015 prices on 
the chart as well.  In 2015, those 
prices peaked this time of year and 
then sold off into the fall, dropping 
drastically by the fall run. 

Are we still in a bull market, or 
should we expect a topping out of 
prices?  Too many variables out 
there to answer that, but looking at 
$1100+ calf profits you could lock in 
today and still have upside poten-
tial. Takes away the guesswork. 

Fall calf profits by hedge tool... 
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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  

Headaches... 
Cattle futures are hitting their heads once again on the long term resistance line going 
all the way back to 2001.  We hit that resistance line last October, then sold off 20% or 
so.  Now we have rallied back to that resistance line again, and the market is stalling 

out, surprise, surprise. 

Cattle futures are ultimately driven by the cash markets, but to a large degree, cash 
markets also take their cues from the futures markets. Buyers in the auction marts de-
cide what to pay based on what future profits they can “lock in” today with the futures 

market.  In essence, the two are tied to the hip. 

The futures market is largely made up of fund investors who are the big money traders 
taking positions on where they think the markets are going.  They look at fundamental 
information such as supply and demand, but also technical information which is chart 

patterns to determine when the market is getting overbought or oversold.  Long term 
resistance lines like this are triggers for the big funds to begin lightening positions. 

Cows in Control, serving the cattle producer 

Thoughts on the industry 
  This battle over whether to allow an open free trade beef deal with the Mercosur South American countries really draws 

attention to this hyper elevated North American beef and cattle market.  Through good management, genetics, some 

innovation, we have figured out how to make cattle in this continent 85% or better Choice or AAA quality.  Even the 

scrubby Holstein calves somehow become AAA product now.  It is amazing.  This has allowed us to market our product 

for much higher dollars to consumers who seem to be happy paying 2-3 times what they pay for other meats. 

  Is North America the only region that can grain finish cattle?  Not by a long shot.  40-50% of Australian beef is grain 

finished.  Argentina as well.  16-30% of the rest of South America is grain fed and growing.  Brazil can grow lots of grain. 

  What is protecting our high prices are low domestic supplies, high local demand, carcass quality, and import quotas.  

We have a protected market somewhat, similar to Europe.  That is why the market sold off so hard last fall when Trump 

opened up more quota for Argentina.  It wasn’t the volume of beef that might come from Argentina, but the fact that grain 

finished product might enter the market at a much lower cost base.  Same with this Mercosur deal. 

  As an industry, we need to figure out how to safeguard our margins by keeping competitive with the Southern hemi-

sphere on a cost basis as much as possible.  Push towards having cattle feed themselves year round, moving away from 

mechanized feeding. Cut red tape.  Reduce overheads and labour costs through innovation.  Find ways to reduce high 

land costs through increased revenue such as double cropping (crops and cattle on the same acreage).  Production 

chain efficiencies, more ranch to retail systems that optimize rather than maximize at each stage of production. 

  We may not compete on direct costs, but we can compete on innovation, better marketing, good risk management, and 

restructuring our industry away from a segregated commodity industry to a high value integrated industry like the wine 

industry.  Otherwise we will be forced to get more protective on our imports to keep our prices artificially inflated which 

doesn’t help the consumer much.  Keep innovating, we need cattle on these lands!         -   Take care out there - RC 

Live cattle futures 
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