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The next 5 years...

The market has had an unprecedented lift in the last five years. Heck, in the
last 2 months calf prices have jumped nearly $2/Ib. Huge price gains in such
a short window. Whether this market has more to give or not, at some point it
will top or at least correct. The higher the prices go, the larger the corrections
become in nominal terms. Small 10% moves on millions of dollars worth of
cattle are big dollar amounts to keep you up at night. We need to prepare for
the slop and chop that will ensue once this market tops. Corrections will feel
jaw dropping and overwhelming if you aren’t locking in along the way. We
have phenomenal opportunities to do so today.

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

Looking out a ways to see where the opportunity lies, guess what? It’s in cows...

“‘Bull markets and bear markets
last long enough so that the aver-
age [person] is likely to forget by
the time the climax is approaching
that any sort of movement is pos-

sible."

- Philip Carret
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550 Weight Calves in 2025
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Futures predicted cattle prices in Canada

The Marketing Buzz (september 19)

Canner cows, heiferettes and bulls

Cull cows: $180-253 (avg. $225 D2)  Heiferettes: $290-390
Cull Bulls: $230-350 ($5000 cull bulls; $3000+ cull cows!)
Breds Bred heifers: $5300-6075; avg. $5557 (light trade!)

Pairs: $6975-7200; avg. $7130

Feeders (red numbers are heifer to steer discounts)

Steers: 450 wts $7.81 Heifers: 450 wts $7.03 (-78)
550 wts $6.80 550 wts $6.27 (-53)
650 wts $6.05 650 wts $5.49 (-56)
750 wts $5.50 750 wts  $4.98 (-52)
850 wts. $5.10 850 wts $4.66 (-44)

950 wts. $4.75 950 wts  $4.43 (-32)

Slide 550-850: 57 cents/cwt Heifer:steer @ 750 lbs: -52 cents

Finished Cattle
$3.13/lb live; $5.23/Ib rail

Feeder Basis: + 17 (futures)
+ 15 (US cash)

Finished cattle Basis: - 8 (futures)
- 16 (US cash)

(Note: Canadian feeders are now more expensive than US feeders but
fed cattle still trailing)

What a run!...

=

Ranchers can’t complain about the calf prices
this fall! Feedlots certainly can.

Calf prices have risen $1.40/lb since July, in
under two months! Is this sustainable? Well
| wouldn’t bet on that rate of growth forever,
you might want to take some of those chips
off of the table.

At $6.80/Ib for a 550 Ib steer, backgrounding
at 2 Ibs/day for $1.17 cost of gain, an 850 Ib
steer needs to be $4.81/Ib to break even.
The futures projected price is about $4.57/Ib
for March, that is about a projected $200/
head loss backgrounding. Careful.

To finish that steer, using $1.09 cost of gain
to 1550 Ibs, we would need a finished price of
$3.12/Ib by July. July’s futures projected fed
price is around $3.01/Ib. A modest loss on a
big investment.

As ranchers, keeping cattle longer to put
more pounds on seems like a good idea in a
rising market with cheap feed. However, the
futures market is projecting losses, and what
if this market tops out here? It gained $1.40/
Ib in a couple months, can it give that much
back in the same time if things cool off?

This is what we call a “seller’'s market” for
producers. Take the money and run. Keep
pouring the money into the breeding herd (the
factory) and don’t worry about trying to
squeeze more money out of the calves (the
product from the factory). The product is fully
valued, now is the time to keep the factory
humming efficiently, spend your dollars there.

This is creating challenges with holding re-

placement heifers. A $3500 replacement
heifer calf may be a challenge to pencil as a
bred heifer next fall. The best value in the
market place right now are bred cattle. The
shootout in prices is for feeders and calves
right now, let someone else have them.




Rebuilding woes...

Cows are a license to print money
these days at these prices. You
would think the herd would be ac-
tively rebuilding at these sky-high
price levels. They are rebuilding,
but it sure seems slow.

For clients, we often run these head
-to-head comparisons for helping
make decisions. In this case, would
you want to take 100 medium aged
cows worth $4500 to next fall, or
turn 150 $3500 heifer calves into
bred heifers by next fall?

We have used a flat market where
the $4500 bred cow stays at $4500
by next fall with today’s calf prices.
She makes a handy 22% return in
this scenario or over $1300/head.

If 85% of our $3500 heifers became
$5500 bred heifers next fall, and we
sold the rest as 9 weight feeders at
$4.40/lb by next fall, the heifers
make about a 5% return. Positive,
but not as good as the cows.

Let’s look at the risk side. Say pric-
es were to go back to where they
were in July at $5.50/lb for a 5
weight calf by next fall. That $4500
bred cow would likely drop to $3500
or so. In that scenario the bred cow
just barely misses breaking even.

Those $3500 heifers, even insured
with LPI which is around $4.00/Ib
for a 950 Ib heifer by next summer,
would lose over $1200/head.

The heifers don’t pencil as well as
good old cows do, and have a lot
more risk. The $3500 starting price
is a huge hurdle to make work.

It will be difficult to grow this cow
herd with heifers. Projections say It
still makes sense to keep your bot-
tom end cows in the herd and keep
sending the heifers to town, the
very thing that is causing our herds
to age and shrink over time.

Now most people’s cost base for
raising a 500 Ib heifer is not $3500,
it is much lower. It is likely profita-
ble to turn heifers into cows if using
your true cost rather than opportuni-
ty cost. We are just focusing on the
opportunity cost of turning expen-
sive heifers into cows and the risk.
The time to build may be behind us.

Cows vs. heifers...

Flat market:

Buy: 100 Bred cows

Per cow Total
EXPENSES:
Bred cow $ 4500 S 450,000
Calve § 100 S 10,000
Winter Feed S 700 S 70,000
Grass cost s 335 S 33,500
Breeding cost S 75 S 7,500
Vet costs s 29 S 2,900
Fall feed/graze to sale date § 90 S 8,976
Freight S 15 S 1,500
Replace ment cost ) - S -
Commissions/sales cost S 135 S 13,500
Hedge cost s 55 S 5,500
Interest 5.0% s 263 S 26,334
Total cost to fall: $ 6,297 S 629,710

SALES:
[95% calf crop 56.50/1b mixed price hedged,5501bs, 10% cull rate]

Bred Cow Sale ($4500/bred) S 3969 S 396,900
Calf sales S 33% S 339,625
Hedge profit § - S -

Cull cow sales S 291 S 29,106
Total Sales $ 7,656 S 765,631
PROFIT $1,359 $ 135,921

ROI 22%

Prices soften:

Buy: 150 replacement heifer calves
Peryearling Total
EXPENSES: (5501b heifer, $3500)
5501b heifer S 3,500 S 525,000
] = S =
Feed to grass S 550 S 82,500
Grass cost $ 268 $ 40,200
Breeding cost S 75 S 11,250
Vet costs $ 21 $ 3,150
Fall feed/graze to sale date S 87 '$ 13,005
Freight S 5 S 750
Replacement cost 3 - 3 -
Commissions/sales cost S 135 S 20,250
Hedge cost 3 a5 3 14,250
Interest 5.0% $ 206 $ 30,834
Total cost to fall: S 4,942 S 741,239
SALES:
[950 Ibs @ 54.40/1b Oct 31, §5500 bred price, 15% opens, 2% death lo.
Bred value ($5500/bred) $ 4,582 $ 687,225
5 = S =
Hedge profit S - S -
Open/cull sales S 614 S 92,169
Total Sales 3 5,196 3 779,394
PROFIT S 254 S 38,155
ROI 5%

Buy: 100 Bred cows (calves hedged at $5.50)
Per cow Total
EXPENSES:
Bred cow price in fall S 4500 S 450,000
Calve S 100 S 10,000
Winter Feed S 700 S 70,000
Grass cost S 335 S 33,500
Breeding cost S 75 s 7,500
Vet costs S 29 S 2,900
Fallfeed/graze to sale date S 20 S 8,976
Freight ] 15 S 1,500
Replacement cost S - s -
Commissions/sales cost S 135 S 13,500
Hedge cost S 55 S 5,500
Interest 5.0% S 263 S 26,334
Total cost to fall: $ 6,297 s 629,710
SALES:
[95% calf crop 55.50/1b mixed price hedged,5501bs, 10% cull rate]
Bred Cow Sale ($3500/bred) S 3018 s 301,840
Calf sales S 2874 S 287,375
Hedge profit S - S -
Cull cow sales S 232 S 23,153
Total Sales $ 6,124 S 612,368
PROFIT S 173 -5 17,343
ROI -3%

ROI

Buy: 150 replacement heifer calves (hedged)
Peryearling Total
EXPENSES: (5501b heifer, $3500)
5501b heiferin fall S 3,500 S 525,000
S = S s
Feedto grass S 550 S 82,500
Grass cost S 268 S 40,200
Breeding cost S 75 s 11,250
Vet costs S 21 S 3,150
Fall feed/graze to sale date S 87 'S 13,005
Freight S 5 s 750
Replacement cost S - s -
Commissions/sales cost S 135 S 20,250
Hedge cost S a5 S 14,250
Interest 5.0% S 206 S 30,884
Total cost to fall: S 4,942 S 741,239
SALES:
[950 Ibs @ S4.00/1b Oct 31, 53650 bred price, 15% opens, 2% death lo
Bred value (53800/bred) S 3,165 s 474,810
$ = $ s
Hedge profit S = S -
Open/cull sales S 559 S 83,790
Total Sales S 3,724 ] 558,600
PROFIT -$ 1,218 -5 182,639

-25%



Locking into March... Contact Us

If you plan on backgrounding this winter, you might consider locking in those end mar-
ket prices now while things are hot. The futures market is already discounting cattle Give us a call for more infor-
prices going out to March and beyond, so the ability to lock in today’s prices for say mation about our services
March is difficult to do with traditional hedge tools like futures, options, or LPI. and products

Cows in Control
45081 Township Rd 244
Calgary, Alberta T3Z 2N2

March 850 |b Steer

(403) 775-7534
admin@cowsincontrol.com

Visit us on the web at
www.cowsincontrol.com

¥ in

"TO LOVE THE LORD YOUR GOD
AND TO SERVE HIM WITH ALL
YOUR HEART AND WITH ALL
YOUR SOUL — THEN [ WILL SEND

: : . k RAIN ON YOUR LAND IN ITS SEA-
However, there are starting to be a few forward sales on the internet reaching out into SON. BOTH AUTUMN AND

February and possibly March if you try it. The forward sales prices on those trading so SPRING RAINS. SO THAT YOU
far are trading at close to or above today’s price levels. Worth a try to lock those in. MAY GATHER IN YOUR GRAIN..I

, . WILL PROVIDE GRASS IN THE
If you could get a forward sale done for March at today’s current price levels, back- FIELDS FOR YOUR CATTLE, AND

grounding returns look a whole lot better than if this market were to set back to say YOU WILL EAT AND BE SATIS-
where it was just 2 months ago. 2 months ago an 8 weight was $4.30/Ib. If the market FIED." - DEUT. 11:13
corrected back to that by March, your forward sale would lock in $680/head over that.

CURRENT

FUTURES OPTIONS FORWARD SALES

Cows in Control, serving the cattle producer

Thoughts on the industry

The movement in prices since July has been one for the record books. Ranchers have been taking advantage of it by
forward selling calves and yearlings on the internet sales. Auction mart volumes are down, internet sales are up, big.

Many ranchers are kicking themselves for selling too early at what were record prices at the time, now well back from
current prices. Hey, it could have gone the other way too. We are always one trade deal away from a disaster as we
have seen elsewhere. Look at poor old Mexico losing 1.2 million in feeder exports due to Screwworm.

The cure to high prices is high prices. Or as | have heard elsewhere, “the money will run out before the cattle run out”.
To finance 250 head of calves this fall will be around $1 million just to buy the cattle and the projected returns on them
are not good. This one has everyone scratching their chins on where to go from here. Price corrections are inevitable.

We have highlighted the value still inherent in these breeding cattle, anything that will throw a calf this year. Bred heif-
er, bred cow and pair prices, though only a few are trading, are trading at levels where there is lots of room to make mon-
ey, even if the market cools a bit. So hang on to the cow’s tail.

Canadian prices are trading well over US prices right now. US feedlots are anxious to replace their missing supply from
the closed Mexican border, and our overbuilt Canadian feedlot sector is doing whatever it takes to keep these cattle in
Canada. A Texas shootout that only benefits the sellers of calves, so take advantage while it lasts. Have a look at these
forward sales markets you backgrounders, get these cattle locked in, the futures are acting like they did in 2015.

The next 5 years is going to likely be choppy but should be choppy at good price levels. Levels you can make work.
Don’t expect $7 calves to stick around forever here, these types of prices are a bit unsustainable and dreamy, but $5-6
calves should be sustainable. We could chop between $4.50 and $7 calves for the next 5 years. Hedging and market
timing will be critical. Net present value of a heifer having 5 calves at $5/Ib or better looks pretty good going forward.
Just be careful overspending on replacement heifer calves these days. Take care out there - RC



Exploring a smallyet diverse nation. This isa compact yet remarkably diverse
country, forged by the contributions of immigrants, with its countryside serving
asthe heartbeat and driving force of the nation. On this journey, we will traverse Pri d di :
from east to west, uncovering its significant cities, rich culture, delectable ! Qe | “CPSISSIEDIEIOUD 5126

" cuisine, and agricultural output, all through the lens of its key contributors..the ~ == Twin Rates for Land Tour Arrangements - $6,810.00 - $7,849.00 per person
-] producers. e

. "3
For Full Itinerary visit: https://www.foothillsforage.com
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Packaging Pricing includes: Land only

: Flights: International flights will be booked once we have final numbers to
& request group flights, please call if you wish to book on air miles or air points.

: € s :k}‘-{«
To book, contact Lawrence Rowley at: (403) 764- 2044 or lawrence@leadertours.ca E;,,_ 4

COWS IN CONTROL Inc.

Buy
and Sell

Breeding
Cattle

Easily, on your
terms.

buysellbreeders com

WL G de A o
Call Kelly at 403-775-7534 (admin@ cowsincontrol.com) for pricing or to book on this page




