Ranch Tools for Cow/Calf Producers

Bridger Feuz
Livestock Marketing Specialist
University of Wyoming Extension
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Why Economic Analysis?
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What Tools Do You Use?

Table 3. Enterprise Budget for Cow-Calf Ranch in Southeastern Wyoming

Number Average Sale
Receipts of head weight Units price/unit Value/cow Total value
Steers 90 550 lbs $1.18 $292.05 $58,410.00
Heifers 20 500 lbs $1.05 $236.25 $47,250.00
Cull cows 30 1200 lbs $0.43 $77.40 $15,480.00
Cull bulls 2 1800 lbs $0.60 $10.80 $2,160.00
Total receipts $616.50 $123,300.00
Units/  Total Cost per
Expenses cow uhnits Units unit Cost/cow  Total costs
Variable costs
Feed
Expense
Grass hay 0.75 150 tons  $106.00 $79.50 $15,900.00
Alfalfa hay 0.5 100 tons  $116.00 $58.00 $11,600.00
Uc Salt/mineral
- (50/50 mix) 0.25 7500 lbs $0.61 $22.88 $4,575.00 SITY
—_— Protein supple- VIING
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Ranch Budgeting Tools

 No matter what budgeting decision tool you
decide to use start with a partial budget
approach

= Partial Budgeting
= Sensitivity analysis
= Break-even
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Partial Budgeting

e Systematically organizes the answers to four
guestions

nat new or additional costs will be incurred?
nat current income will be lost or reduced?
nat new or additional income will be received?

nat current costs will be reduced or eliminated?
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Wyoming Ranch Tools
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Ranch Tools Fact Sheets Links Home

The goal of this site is to provide usable tools to help ranchers (both large and small) be able to make better decisions, leading to
sustainable operations. Each tool is accompanied with a fact sheet and instructions on utilizing the tool. If you don't see the tool you need
here contact me at bmfeuz&uwyo.edu and let me know what you would like to have added.

= Partial Budget - Use the partial budget tool to help make decisions such as; Should | sell calves or yearlings? Should | retain
ownership on my heifers? What should | do with my cull cows? Should | buy hay or put up my own?

* Break-Even Budget - Use the Break-Even Budget tool to help make market timing decisions for selling livestock.

= NPV Tool — Use the Net Present Value {(MPV) tool to make decisions when a significant capital investment is needed. The NPV tool also
contains an EconoRange version which helps in making decisions on range and pasture improvement projects.

= Cow Valuation - This tool is designed to estimate the current value of a cow based on a projected number of calves. It can be used for
all breeding age cows from heifers to short term cows. The tool was adapted from a spreadsheet developed by John Ritten, Steve
Paisley and Brian Lee.

» Genetic Investment - The Genetic Investment tool provides break-even values to aid in the bull buying decision process.

= Stocking Tool — This tocl provides two different methods for determining stocking rate. The first tab allows you to calculate a stocking
rate from past experience with the pasture. The second tab allows you to calculate a stocking rate using the clip and weigh method.

= AUM Value Tool — Use this tool to calculate a base value of an AUM for leasing arrangements.

+ Sprayer Calibration — Use this tool in combination with the 1/128 methoed of calibration to accurately adjust your sprayers for ideal
weed control.

UNIVERSITY
* Market Comparison - This tool calculates an adjusted market price for various auctions, video auctions and order buyers. The or WY OMING

adjusted price allows you to see an “apples to apples” comparison of markets.
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Proposed Change
Additional Costs
Mumber Price/

Description of Lnits Cost

Reduced Income
Number  Price/f
of Units Cost

Crescription

Total Additional Costs and Reduced Income

Partial Budget Tool

Additional Income
Mumber  Pricef

Description of Units Cost

Reduced Costs
Number  Price/

Crescription of Units Cost

L0000
Total Additional Income and Reduced Cost:

Met Income or Loss
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Partial Budget Example

e CuUrrent

= Sell 100 steer calves in the fall
+ 500 pounds
- Auction Barn
e Proposed Change

= Overwinter steer calves, put on grass and sell in
the fall

+ 900 pounds
« Auction Barn

e \Worksheet
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What new or additional costs will be

Incurred?

e Feed

e Grass

e Vet & Medicine
e Fuel

e Repalrs

e Transportation
 Miscellaneous

USDA UNIVERSITY
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What current income will be lost or

reduced?

e Selling 500 pound calves
e Interest
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What new or additional income will be

received?
e Summer grass 900 pound steers
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What current costs will be reduced or

eliminated?
e Transportation on 5 weight calves
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Wyoming Master Stockman

@er‘ Partial Budget Tool
/Cm

Proposed Change Retain Steers Through Summer Grass-100 Steers
Additional Costs

Additional Income
Number

Descriptiomn of Linits Total

S Wi Steers - 57 steers . 506, 030,00

Mumber  Price/
Description of Units Cost Total
Background Feed-hd/days 21500 ) 513,575.00

Fasture-animal Units 450 %15.00 &7, 200 0 50.00
Transportation - 2 trucks 400 43.75 51, 500 0 50.00
et & Medicne - per hd 100 52.50 £250.00 50.00
Fuel / Repairs i| s700.00 £700.00 50,00
Wisc. i| 5250000 $250.00 50,00

S0.00
S0.00
S0.00
5000
S0.00

S0.00
S0.00
S0.00
S0.00

50,00

Reduced Costs
Number

Description of Units Total

Transporiation - L ruck X 575000
50,00
0,00
S0.00
S0.00
S0.00
&S00

Reduced Income
Mumber  Price/

Drescription of Units Cost Tatal

5 wi Steers D000 SRl 65000 M0
Interest at 8% - 365 Days 1] &5,200.00 35,200.00
0.0
S0.00
S0.00
S0.00
5000
5000
5000
5000
S0.00
Total Additional Costs and Reduced Income  $94,075.00

50,00

0,00

0,00

50,00 VERSITY
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Wyoming Master Stockman
Partial Budget Tool

Master Si’oc kma n Proposed Change Retain Steers Through Summer Grass-100 Steers
Additional Costs Additional Income
onsu Itl ng MNumber  Pricef Number  Price/

Description of Units Co: Total Description of Units
Background Feed-hd/days SEL LN | Wit Steers - 57 steers E7300

Pasture-Animazl Units 57,200.00
Tranisportation - 2 trucks X 51,500.00
vet & Medicine - per hd 2l

Fuel / Repairs
|tisc.

Reduced Incom Reduced Costs

Number
Description of Units
[Trenspartation - 4 truck

Number
Description of Units
S WL StEErS
Interest at 8% - 365 Cays

£65,000.00
55,200.00

Total Additional Income and Reduced Costs
Net Income or Loss

Total Additional Costs and Reduced Income

Sensitivity Analysis
10% General Factor 5% General Factor

Worst Likehy 5 Worst Likely
Revenue Revenue Revenue Revenue

Revenue Revenue
Worst-Cost 516381 56790 52,976 Worst-Cost 56838 5-1,900 52 B

Sensitivity Analysis

10% General Factor 5% General Factor
Worst Likely Best Worst Likely Best

Revenue Revenue Revenue Revenue Revenue Revenue
$-16,381 5-6,703 $2,976 Worst-Cost 5-6,838 $-1,999 $2,840

Worst-Cost
Likely-Cost $-6,973 52,705 $12,383 Likely-Cost $-2,134 $2,705 $7,544

Best-Cost $2,435  §$12,113 $21,791 Best-Cost $2,570 $7,409 512,248
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Wyoming Master Stockman

Break-even Using a Partial Budget Approach
This break-even tool works for multiple classes and species of livestock.

Proposed Change

Additional Costs
Number
of Linits

Price/
Cost

Total
S0.00

SO.00

S0.00

SO.00

S0.00

S0.00

SO.00

S0.00

S0.00

SO.00

S0.00

Intial Weight

Reduced Income
Number

Market
of Head Price/CWT

Cays of Interest

Total
S0.00

Rate

S0.00

Enter the initial weight of your livestock, number of head and

price

in dollars per cwt. Also enter the number of days that you are

considering holding your livestock. Finally, enter the interest

rate

using either the rate on a loan if needed, or the rate that could

be

earned using this capital.

USD
=D

—_—

Total Additional Costs and Reduced

Income 50.00

Additional Income
Number Breakeven
Final Weight of Head Price

Enter the projected final weight of your livestock. Enter number

Total
S0.00

of head you project to sell. Often this number is different than
the original number due to death loss. The model will calculate

the break-sven price in 5fcwt.

Reduced Costs (Savings)

Mumber Pricef

of Units Cost Total
S0.00
S0.00
S0.00
S0.00

Description

50.00
S0.00

S0.00

S0.00
50.00
S0.00
S0.00

S0.00

Total Additional Income and Reduced Costs

UNIVERSITY
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When iIs the best time to market steers?
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How about heifers?
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When iIs the best time to Market Cull Cows?
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Wyoming Master Stockman

Break-ewen Using a Partial Budzet Approach

Proposed Change

Yearling Steers7s

Fumber

of Units Tota

52042500
A0 DU

51 E00um0

Deecoription
Background fesd Hd days
Pasture Animal Pnits

Transportation 2 trucks

A ML E

B Medicines 2.50 325000
Fuslrepairs 1,000,000 51 e e

000D

000D
il i)
il i)

il

Reduced Income

Humber  Market
Intial Weizht of Head Price/CWT Tata

| soo] :00] 2700 [BRUEITEY

Darys of Intenect

Enter the initisl weight of youwr Frestock, number of hesd and
price

in dolisrs per owt. Moo enter the number of deys that you sre
oonsidering holding your Feestock. Finally, enter the interest rate

using either the rate on & boan if needed, or the rate that could ke
earmved wsing this capitel.

Total Additional Costs and Reduced InCome 5100 562 95

Additional Income
Mumber Breakewven
Final wiesizht of Head Price

I I s

Enter the projected final weesght of youwr Feestock. Enter number
of head you progect to sell. OHten this numiber is different thean
the oniginal nusmiber due to death loss. The moded will caloulate

Tota

7 5180767

the bresk-even price in 5//owt.

Reduced Costs [Savings)

Mumber
of Units

P '-CE'.I'.

Decoription Cost Tata

Transportation 1 Truck S BD0UD

S0

S0

S0

10000

il i)

il i)

L]

0000

0000

S0

Total Additional Income and Reduced Costs §100 562 05
Breakewven Price 521737
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Feuz Ranch Example
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Price Risk Is a real risk to producers

 Nebraska Auctions 600-650 Steer Calf Price
= September 4, 2015 $240.60 per cwt
s QOctober 9, 2015 $205.05 per cwt
= A difference of $225 per calf sold

= The prior 5 years the average difference was less than
$10 per head between Sept. and Oct.

USDA UNIVERSITY

—— ] OFWVOMING
— EXTENSION



@erm

125

Comparison of Pricing Strategies

120 -
115 -

5105 .
<100 -

Cash

Hedge

—$106 Put/LRP  ------ Your Range

90

95

100

105 110 115 120

Futures Price
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Using LRP to Reduce Price Risk

e Livestock Risk Protection Insurance

= Establishes a floor selling price

= Pays producer if National cash price index falls
below insured level
- Does not insure your cash price

= Very similar to purchasing a put option
- Options are fixed in size (50,000 lbs)
* LRP is flexible (1-1,000 hd)
- LRP purchased through Crop Insurance Rep.

= Www.rma.usda.gov/pubs/rme/lrp-feedercattle.pdf

USDA UNIVERSITY
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Use LRP to increase Market Power
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Feeder Cattle LRP Example

e Aug 4, 2010, Expect to sell 100 head of 550 Ib
steer calves in 13 weeks

e Expect to Sell Nov 2, 2010

e Expected Ending Value = $126.42/cwt
s (Nov FC 114.93 X 1.10)

e Coverage Price = $120.94/cwt
= EEV X Coverage Level = $126.42/cwt X 95.67%

 Rate = 0.01712

e Cost/Cwt = $2.07/cwt

USIDA Coverage Price X Rate = $120.94/cwt X 0.01712

UNIVERSITY
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Feeder Cattle LRP Actual Result

e Coverage Price $120.94

e Actual Ending Value $122.67
» CME FC Index $111.52 X 1.10 = $122.67

e Actual Ending Value is higher than Coverage
Price
s No Indemnity paid

e Net Price is $118.91 - $2.07 = $116.84

USDA UNIVERSITY
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Feeder Cattle LRP (Lower Scenario)

e Coverage Price $120.94
e Actual Ending Value $115.50
» CME FC Index $105 X 1.10 = $115.50

e Actual Ending Value is lower than Coverage
Price

= [ndemnity paid of $5.44
- ($120.94-$115.50)

» Net Price is $112 + $5.44 = $117.44
QSDA UNIVERSITY
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BEEFBASIS com

Decision Support for America’s Beef Producers

Home Forecasting Tools ¥ MarketData ¥  Historic Basis Tool = Ration and Cost Calculator ~ Financial Tools ¥  Other Tools ¥  About BeefBasis ¥

Home > Basis and Price Forecasting

Feeder Cattle Basis Forecast

State: Nebraska E Location: 0Ogallala Livestock Auction Market E Expected Sale Date: 10/12/2016
Sex: Steer 2] Frame: Lg&Med/Lg [ Grade: 1 5
October B 2018 B
Weight: &oo  Ibs/head Head: 100 Sun | Mon | Tue | Wed | Thu | Fri | St
B % |n|n|»|»|.1
Feeder Cattle Futures Price: Corn Futures Price: El3|s]s 6|7 |8
AR - PBRE
15365  $lewt 3.78 $/bu w o |58 > |2z
B|u |5 |6 |y |x|»
Reference Contract: Oct 2016 Reference Contract: Dec 2016 w a1z 3|23
Transaction Date: Mar 04, 2016 Transaction Date: Mar 04, 2016
Instructions:

1) Select values from each of the pulldowns, enter values in each of the fext boxes.
2) Hover cursor over entry labels for explanation of value to be entered.

3) When all values have been entered, click the run butfon.

4) Results are displayed here.
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Cow Value = Market Price ?
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Cow Value

e Sum of the returns
o Calf sales
o Cull cow sale

e Less the sum of the costs
o Annual cow costs

 Time Value of Money

USDA UNIVERSITY
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Cow Valuation Tool

e John Ritten
e Steve Paisley
e Brian Lee

e Bridger Feuz

USDA UNIVERSITY
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Before we get to the tool

e Annual cow cost
e Expected weaning weights
e Expected calf prices
= Use 5 year averages
e Expected cull cow weights

e Expected cull cow prices
o Use 5 year averages

USDA UNIVERSITY
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) ESTIMATED AVERAGE COW CALF COSTS

Total Cash Cost Plus Pasture Rent, Annual
S Per Cow

1000
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700
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300 -
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Wyoming Master Stockman
Cow Valuation Tool
by Dr. John Ritten, 5. Paisley, B. Lee, B. Feuz - University of Wyoming Extension

Estimated Cow Value
Number Prices Decreasing Constant  Prices Increasing

Individual Herd Information of Calves 5% per Year Cattle Prices 5% per Year
1 51,056 51,056 $1,056
Annual costs per cow: 500 2 51,097 51,170 51,243
Sale weight of calves: 525 3 51,110 51,280 51,449
Calf price (per cwt): 135 4 $1,097 51,384 $1,671
Cull cow weight: 1100 5 51,059 51,483 51,907
Cull cow price (per cwt): 85 6 $1,000 51,577 $2,155
Discount Rate: 5 7 $922 51,667 $2,413
Weaning percentag: 95 8 5826 51,753 52,680
9 5714 51,835 $2,955

5588 $1,912 $3,236
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