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Historical Cost-Returns for
Cow/Calf Enterprise

KFMA enterprise analysis
+ Beef cow-calf averages, 1979-2007 (93 to 258 farms)
e Dollars/cow and dollars/cwt

Variable costs: hired labor, machinery repair, interest
paid, feed purchased, machine hire-lease, farm org.
fees/travel/pub, vet medicine/drugs, marketing/breeding,
gas/fuelloil, personal property tax, general farm insurance,
utilities, auto expense

Fixed costs: depreciation, real estate tax, unpaid
operator labor, interest charge

Costs have increased ~$30/cowl/year for the last seven years

- Total Costs, Cow-calf enterprise _
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2007 was major deviation from trend...

Production Costs per Cwt, Cow-calf enterprise
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Slope of variable cost line = 0.82
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Return over Variable Costs, Cow-calf enterprise
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Returns to Labor & Management, Cow-calf enterprise
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~$156 difference between averages of the “good” third and “bad” third years.

07

Not much returns to unpaid operator labor
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Pasture/feed is major cost, but other things matter too...

Return over Total Costs, Cow-calf enterprise
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No return to management — what do we expect this to be?

Cow-calf cost breakdown

2005-2007, Total = $643.75/cow
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Cow/Calf Enterprise Cost-Returns —
Variability between producers

Cost-return information ...
]

KFMA enterprise analysis
» Beef cow-calf farm-level data
e 2003-2007 — minimum of 3-yr average
« 67 farms with avg weaning weight 450-650 lbs
» Sorted by return to management
(i.e., return over total costs)

Kansas Farm Management Association Enterprise Summaries

L Kansas Farm Management Association, 2003-2007 (min of 3 yrs) —

Beef Cow, Sell 450-650# Calves, Sorted by Net Return to Management per Cow
Profit Category Difference between

High 1/3 Mid 1/3 Low 1/3 High 1/3 and Low 1/3

Head / $ Head / $ Head / $ Absolute %
Number of Farms 22 23 22
Number of Cows in Herd 168 118 74 94 127%)
Number of Calves Sold 154 109 67 86 128%)
Weight of Calves Sold 572 560 550 26% 23 4%
Calf Sales Price / Cwt $107.24 $108.01 $106.97 $0.27 0%
Gross Income $582.04 $543.33 $491.73 $90.31 18%
Feed $256.90 $279.83 $327.50 -$70.60 -22%
Interest $81.58 $104.18 $122.00 -$40.43 -33%)
Vet Medicine / Drugs $12.15 $14.38 $15.34 -$3.19 -21%
Livestock Marketing / Breeding $8.37 $9.76 $8.61 -$0.23 -3%
Depreciation $21.76 $30.89 $40.05 -$18.29 -46%
Machinery $45.31 $53.89 $70.99 -$25.68 -36%)
Labor $61.33 $72.30 $140.76 74% -$79.43 -56%
Other $27.57 $28.28 $50.82 N\ -$23.25  -46%
Total Cost $514.97 $593.51 $776.06 -$261.09 -34%
Net Return to Management $67.07 -$50.18 -$284.33 I $351.40 I
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Average profitability distribution ...

o ________________________________ |
Distribution of Profitability
14
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Frequency, number of farms
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Return over total costs, $/cow

Average returns for individual producers: 37% positive and 63% negative




Correlations between several economic and
production variables (weak analysis, but it is a start)...

(higher absolute values are an indication of stronger relationships)

Labor Dep, :Gross per: Selling

Profit |Total cost;Feed cost; cost mach, int cow weight !Sale price; Herd size; Year
Profit 1.00 -0.89 -0.54 -0.66 -0.65 0.61 0.29 0.09 0.41 -0.28
Total cost -0.89 1.00 0.66 0.62 0.74 -0.20 -0.02 -0.01 -0.41 0.28
Feed cost -0.54 0.66 1.00 0.09 0.31 0.00 0.12 -0.05 -0.41 0.23
Labor cost -0.66 0.62 0.09 1.00 0.21 -0.35 -0.12 -0.20 -0.29 0.06
Dep, mach, int -0.65 0.74 0.31 0.21 1.00 -0.14 -0.05 0.16 -0.19 0.30
Gross per cow 0.61 -0.20 0.00 -0.35 -0.14 1.00 0.61 0.14 0.14 -0.12
Selling weight 0.29 -0.02 0.12 -0.12 -0.05 0.61 1.00 -0.34 -0.23 -0.19
Sale price 0.09 -0.01 -0.05 -0.20 0.16 0.14 -0.34 1.00 0.46 0.46
Herd size 0.41 -0.41 -0.41 -0.29 -0.19 0.14 -0.23 0.46 1.00 0.04
Year -0.28 0.28 0.23 0.06 0.30 -0.12 -0.19 0.46 0.04 1.00

|

Little to no relationship between these variables (r <|0.10[) ‘

Negative relationship between these variables (r < -0.40) |

|

Positive relationship between these variables (r > 0.40) ‘

Summary of historical returns...
e

» Considerable variability in returns over time, but
variability between producers at a point in time is
much larger.

» Cost differences between producers explains much
of the variability in profitability differences.

» Correlation between dep., mach., & int. costs and
profit greater than feed costs and profit. Labor costs
also stronger correlation with profit than feed costs.

» Larger cow-calf operations tend to have lower costs
and be more profitable, but smaller operations can

be competitive (it's just harder to do on average).
14

Historical and forecasted
oil and diesel fuel prices

Fuel prices will remain high in 2009...

Monthly Crude Oil and Diesel Prices, Jan 1998 - Dec 2009
(Aug 2008 - Dec 2008 forecasted -- 07/30/2008 futures prices)
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Fuel costs/cow and price/gal are highly correlated...

Gas, Fuel, and Oil Costs, Cow-calf enterprise
(Correlation from 1994 to 2007 = 0.980)
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High fuel prices increase cow-calf costs...

Gas, Fuel, and Oil Costs, Cow-calf enterprise
(Correlation from 1994 to 2007 = 0.980)
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Diesel price, $/gallon

17 Aug 2008 — Dec 2009 diesel price forecasts based on 7/30/08 crude oil futures prices. 18
High fuel prices increase backgrounding costs... It's not just energy prices that are high...
Gas, Fuel, and Oil Costs, Backgrounding enterprise Kansas Monthly Grain Prices
(Correlation from 1994 to 2007 = 0.979) Source: Kansas Agricultural Statistics
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Strength in crop markets impacts hay prices...

How long will strong crop prices stick around?

Kansas Monthly Hay Prices — Harvest (CBT-Z) futures for corn, 1982-2010 o
Source: Kansas Agricultural Statistics harvest in October; 05_3-10 based on futures prices 07/30/2008
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Impact of high fuel and grain prices on crop
and livestock operation costs...

* Inelastic demand for fuel
- Little can be done to manage higher fuel costs
- Lower costs in other areas, such as land rent?

* High grain prices
- Increase cost of gain = look for ways to lower costs of
production
- Increases demand for alternative feedstuffs (i.e., pasture)
- Increases demand for farm ground

® Which market force will be the strongest?

Pasture rental rates

Pasture Land Average Value per Acre
January 1, 2007

Source: USDA NASS Land Values and Cash Rents 2007 Summary and Dhuyvetter and Kastens, August 2007

Pasture Land Average Annual Growth Rate
Jan 1, 2002 to Jan 1, 2007, percent (geo mean)

National average = 15.0%

Source: USDA NASS Land Values and Cash Rents 2007 Summary and Dhuyvetter and Kastens, August 2007




Pasture Rent Average Annual Growth Rate Pasture Land Average Value per Acre
Jan 1, 2002 to Jan 1, 2007, percent (geo mean) January 1, 2008

Change from 2007
! National average = +6.0%
National average = 5.5% KS = 16.2%; NE = 23.3%
OK =11.1%; MO = 5.5%

]

Source: USDA NASS Land Values and Cash Rents 2007 Summary and Dhuyvetter and Kastens, August 2007 Source: USDA NASS Land Values and Cash Rents 2008 Summary and Dhuyvetter and Kastens, August 2008

* Corresponding changes in crop land values were US=10.4%; KS=15.7%; NE=20.1%; OK=13.4%; and MO=8.6%.

Pasture Land Average Annual Growth Rate Pasture Land Average Rent per Acre
Jan 1, 2003 to Jan 1, 2008, percent (geo mean) 2008
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Source: USDA NASS Land Values and Cash Rents 2008 Summary and Dhuyvetter and Kastens, August 2008 Source: USDA NASS Land Values and Cash Rents 2008 Summary and Dhuyvetter and Kastens, August 2008

* Corresponding changes in crop land rents were US=12.9%; KS=9.8%; NE=20.3%; OK=7.4%; and MO=7.6%.




Pasture Rent Average Annual Growth Rate
Jan 1, 2003 to Jan 1, 2008, percent (geo mean)

National average = 7.6%

Source: USDA NASS Land Values and Cash Rents 2008 Summary and Dhuyvetter and Kastens, August 2008

Market established rates...

o Kansas Agricultural Statistics (KAS) collects
data annually from landowners and producers
regarding land values and cash rents

— Agricultural Land Values (SURVEY)
— Bluestem Pasture (CENSUS)

» Local and regional surveys of leasing practices

» With surveys there is often a trade-off between
statistical validity and level of aggregation

34

Market going rate ...

Kansas Agricultural Statistics (KAS) reports
average cash rent values for non-irrigated,
irrigated, and pasture land at the crop reporting

district (CRD) level

35

KAS surveyed market rates ...
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i Kansas Pasture Cash Rent

20

== NW —- SC =¥ NE —@- State

18
. - /

()

814 P

e /‘\'\o—o—/’/{”-s‘%

12 A
\—-/'—'_'—'/.\‘9-4%

e

8 T T T T T T T T T T
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: Kansas Agricultural Statistics

Do regional averages reflect your situation?

37

County-level cash rents ...

e County-level cash rents were estimated for
non-irrigated crop and pasture land based
upon the KAS reported CRD values

* CRD values prorated to individual counties
based on 3-year average of county-level rents
from FSA and 2002 census acreage data

* Weighted average county-level cash rents are
exactly equal to the KAS reported district value

* Similar procedure was done for land values

38

Kansas county-level pasture cash rents ...

Acreage-weighted average of
counties equals $16.00 (KAS)
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Based on KAS reported values for January 1, 2007

Related information available at www.agmanager.info/farmmgt/land/land_buy/default.asp
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Negotiate rent based on local conditions, and then...

Kansas Cash Rent for Pasture
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Market going rate ...

Kansas Agricultural Statistics (KAS) reports
average pasture cash rent values and stocking
rates for cow-calf and stockers for the 14-county
region of the Flinthills

a1

KAS surveyed market rates
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i Flinthills Cash Rent for Pasture -- Cow-calf pairs
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Use $/pair average as a starting point for determining local rate
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i Flinthills Cash Rent for Pasture -- Stockers _
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What is the relationship between corn price and
pasture rent?

Spring Cow/Calf Pair Rent, $/pair

Pasture Rent versus Corn Futures Price, 1978-2007
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Source!

: Kansas Ag Statistics Bluestem Pasture Report and Dhuyvetter (KSU)

What is the relationship between corn price and
pasture rent?

500-699 Lb Steer and Heifer Rent, $/hd (FS)

Pasture Rent versus Corn Futures Price, 1978-2007
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What is the relationship between corn price and
pasture rent?

Spring Cow/Calf Pair Rent, $/pair

140

Pasture Rent versus Corn Futures Price, 1978-2008
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Adding 2008 changed results
considerably (p=0.02, R? = 18.7%).

Cash rent = 69.020 + 9.645(CnP)
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What is the relationship between corn price and
pasture rent?

500-699 Lb Steer and Heifer Rent, $/hd (FS)

75

Pasture Rent versus Corn Futures Price, 1978-2008
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Adding 2008 changed results
considerably (p=0.01, R2=20.2

%).
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Cash rent = 48.563 + 4.032(CnP)
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Beef budgets used to estimate feed costs...
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T — G

Kanuga $ete Univerity Agricultursl Expariment Stetien and Cosperatve Ixtensen Servise

Farm blana, ont Guide MF-1009

Winter Wheat Grazing

TICSTAIL

Manas Shote Unbosraity Agriodioral Expermnt Sokon sad Goaperative B hrtian Sivvie

Dot of AgricumLsd FConcmice — wws apmasgm ok

Raising Beef Replacement Heifers

EICSTATE

Doepartrrmnt of b gricutiars| Eoonombcs — wum s

Drylot Backgrounding of Beef

o I,

Diepartment o8 A gricultorsl Economics — sws

Konsas iy Agr Extension Service Konsas $iate Universifty Agricsdural Lxparment Hation snd Cecperative Latention Srvice
Farm Manage Guido MF-1007 Farm Manag

Summer Grazing of Steers
in Western Kansas

T [GSTALE

Kansas $rase Uninersiry Agricsiroral Expersment $1ation sad Cooperative Extenion Servioe

Dleparsment of A Qnicultural SOOI — s sy s

Finishing Beef

Diaparimant 58 Agricittural [ £Omomes — sws sgmans g e

EICSTALE

Konsas $ate Universify Agricsdural Lxperment Hation snd Cecperative Latwation Srvice

Farm Management Gusde MRF-1008
Summer Grazing of Steers
in Eastern Kansas

Docurimenn of gk uin s Ecovomics — rvs s i I

Konwn State University Agricehural Lxperiment $tution sod Ceeperative b hensen Servio

Drylot Backgrounding and Finishing Beef

RIS TATE

[e———

Doepartment o Agriculteral E6onamics — s s g e

Kanson $1ate Universiry = d Coop

Budgets were simply used to calculate feed cost of gain and how it is impacted under
various price scenarios to examine relative changes... 49

Budget feed price assumptions...
—

2003-07 2008

Feed prices Unit Guides Guides % chg
Corn $/bu $2.67 $3.85 44.2%
Grain sorghum $/bu $2.34 $3.55 51.5%
Supplement $/ton $211.62 $281.42 33.0%
Sorghum silage $/ton $17.09 $24.64 44.2%
Alfalfa $/ton $83.47 $111.33 33.4%
Crop residue $/ton $10.00 $16.00 60.0%
Prairie hay $/ton $58.10 $80.33 38.3%
Cane hay $/ton $45.57 $65.71 44.2%
Pasture charges

AUM $/AUM $13.26 $16.13 21.6%
Western KS -- SL $/head $52.03 $65.69 26.3%
Western KS -- IES $/head $41.53 $49.67 19.6%
Eastern KS -- SL $/head $61.44 $77.28 25.8%
Eastern KS -- IES $/head $48.86 $58.44 19.6%
Wheat grazing $/cwt/mo $1.80 $3.00 66.7%
Wheat graze-out $/cwt/mo $2.03 $3.00 47.8%

50

Budget feed price assumptions...

e

2003-07 2008

Feed prices Unit Guides Guides % chg Future* % chg
Corn $/bu $2.67 $3.85 44.2% $5.50 42.9%
Grain sorghum $/bu $2.34 $3.55 51.5% $4.83 36.0%
Supplement $/ton $211.62 $281.42 33.0% $360.00 27.9%
Sorghum silage $/ton $17.09 $24.64 44.2% $35.20 42.9%
Alfalfa $/ton $83.47 $111.33 33.4% $127.23 14.3%
Crop residue $/ton $10.00 $16.00 60.0% $20.00 25.0%
Prairie hay $/ton $58.10 $80.33 38.3% $90.19 12.3%
Cane hay $/ton $45.57 $65.71 44.2% $93.87 42.9%
Pasture charges

AUM $/AUM $13.26 $16.13 21.6% $19.35 20.0%
Western KS -- SL $/head $52.03 $65.69 26.3% $78.83 20.0%
Western KS -- IES $/head $41.53 $49.67 19.6% $59.60 20.0%
Eastern KS -- SL $/head $61.44 $77.28 25.8% $92.74 20.0%
Eastern KS -- IES $/head $48.86 $58.44 19.6% $70.13 20.0%
Wheat grazing $/cwt/mo $1.80 $3.00 66.7% $3.60 20.0%
Wheat graze-out $/lcwt/mo $2.03 $3.00 47.8% $3.60 20.0%

P

relationships between different feedstuffs

* Based on futures prices as much as possible along with historical /
Kevin’'s guess
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Breeding enterprises...

COST PROJECTIONS --- BEEF COW-CALF AND REPLACEMENT HEIFER ENTERPRISES*

Price scenario = 2008 Guides

Cow-calf -- Weaning % Replacement Replacement
88% 94% Heifer Heifer
PRODUCTION INFORMATION
Steer weaning weight 560 560 Beginning weight 550
Heifer weaning weight 540 540 Ending weight 1,100.00
Hundredweight weaned 4.84 5.17 Total days 535
Cull cows, % 16% 16%
AUMs per cow unit 9.1 9.1 Pasture days 155
Harvested forage per cow, Ibs 3,629 3,629 Harvested forage, Ibs 3,840
Crop residue per cow, |bs 1,500 1,500 Grain, Ibs 1,320
COSTS PER HEAD
Pasture $147.32 $147.32 $70.83
Crop residue, hay, and silage 144.48 144.48 154.23
Grain, protein and mineral 31.72 31.72 163.91
Labor 54.00 54.00 54.00
Veterinary, drugs, and supplies 15.00 15.00 26.00
Marketing costs 11.00 11.00 12.00
Utilities, fuel, and oil 40.00 40.00 20.00
Facility and equipment repairs 40.00 40.00 13.00
Capital replacement 113.43 113.43
Annual bull cost 13.00 13.00 25.00
Interest on breeding stock 75.14 75.14
Insurance on breeding stock 8.84 8.84 84.81
Miscellaneous 12.00 12.00 7.00
Facilities and equipment -- DITI 31.70 31.70 41.80
SUB TOTAL $737.63 $737.63 $672.58
Interest on operating costs 21.52 21.52 33.60
TOTAL COSTS PER HEAD $759.16 $759.16 $706.18
Breakeven to cover TC (adjusted for cull income) $132.90 $124.42
Feed cost per cwt $66.84 $62.58 Total cost/head/day $1.32

*Budgets are based on MF-266 and MF-2566 with adjustments made for simplification and current market conditions.




Wheat grazing enterprises... Summer grazing enterprises...

COST PROJECTIONS --- BEEF WHEAT GRAZING ENTERPRISES* Price scenario = 2008 Guides . COST PROJECTIONS --- BEEF STEER GRASS ENTERPRISES* Price scenario = 2008 Guides .
Steers (with grain) Heifers (with grain) Steers (graze-out) Heifers (graze-out) Season-Long Western KS Early-Intensive Western KS Season-Long Eastern KS Early-Intensive Eastern KS
Above Avg  Below Avg Above Avg  Below Avg Above Avg  Below Avg Above Avg  Below Avg Above Avg  Below Avg Above Avg  Below Avg Above Avg  Below Avg Above Avg  Below Avg
PRODUCTION INFORMATION PRODUCTION INFORMATION
Days on feed/pasture 120 120 120 120 180 180 180 180 Days on feed/pasture 150 150 75 75 150 150 75 75
Average daily gain, Ibs 2.20 1.80 2.00 1.60 2.20 1.80 2.00 1.60 Average daily gain, Ibs 1.50 1.20 1.90 1.50 1.75 1.45 2.20 1.80
Feed conversion (as fed) Feed conversion (as fed)
Purchase weight, Ibs 450 450 425 425 450 450 425 425 Purchase weight, Ibs 550 550 550 550 550 550 550 550
Sale weight, Ibs 714 666 665 617 846 774 785 713 Sale weight, Ibs 775 730 693 663 813 768 715 685
Death loss, % 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% 2.0% Death loss, % 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5% 1.5%
Hundredweight produced 2.50 2.03 2.27 1.80 3.79 3.09 3.44 2.74 Hundredweight produced 213 1.69 132 1.03 2.50 2.06 154 125
COSTS PER HEAD COSTS PER HEAD
Pasture $69.84 $66.96 $65.40 $62.52 $116.64 $110.16 $108.90 $102.42 Pasture $65.69 $65.69 $49.67 $49.67 $77.28 $77.28 $58.44 $58.44
Crop residue, hay, and silage 14.06 14.06 14.06 14.06 14.06 14.06 14.06 14.06 Crop residue, hay, and silage 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Grain, protein and mineral 2271 2271 2271 2271 34.07 34.07 34.07 34.07 Grain, protein and mineral 5.00 5.00 2.50 2.50 5.00 5.00 2.50 2.50
Labor 10.36 10.36 10.36 10.36 13.48 13.48 13.48 13.48 Labor 8.64 8.64 6.48 6.48 8.64 8.64 6.48 6.48
Veterinary, drugs, and supplies 11.00 11.00 11.00 11.00 14.00 14.00 14.00 14.00 Veterinary, drugs, and supplies 13.00 13.00 10.00 10.00 13.00 13.00 10.00 10.00
Marketing costs 10.00 10.00 10.00 10.00 11.00 11.00 11.00 11.00 Marketing costs 5.00 5.00 5.00 5.00 5.00 5.00 5.00 5.00
Utilities, fuel, and oil 3.00 3.00 3.00 3.00 4.00 4.00 4.00 4.00 Utilities, fuel, and oil 9.00 9.00 8.00 8.00 9.00 9.00 8.00 8.00
Facility and equipment repairs 7.50 7.50 7.50 7.50 8.00 8.00 8.00 8.00 Facility and equipment repairs 9.00 9.00 7.00 7.00 9.00 9.00 7.00 7.00
Capital replacement Capital replacement
Annual bull cost Annual bull cost
Interest on breeding stock Interest on breeding stock
Insurance on breeding stock Insurance on breeding stock
Miscellaneous 4.00 4.00 4.00 4.00 4.50 4.50 4.50 4.50 Miscellaneous 10.00 10.00 8.00 8.00 10.00 10.00 8.00 8.00
Facilities and equipment -- DITI 9.29 9.29 9.29 9.29 9.29 9.29 9.29 9.29 Facilities and equipment -- DITI 3.55 3.55 1.77 1.77 3.55 3.55 1.77 1.77
SUB TOTAL $161.76 $158.88 $157.32 $154.44 $229.04 $222.56 $221.30 $214.82 SUB TOTAL $128.88 $128.88 $98.42 $98.42 $140.47 $140.47 $107.19 $107.19
Interest on operating costs 1.99 1.95 1.93 1.89 4.38 4.24 4.21 4.08 Interest on operating costs 2.10 2.10 0.80 0.80 2.30 2.30 0.88 0.88
TOTAL COSTS PER HEAD $163.75 $160.83 $159.25 $156.33 $233.41 $226.80 $225.51 $218.89 TOTAL COSTS PER HEAD $130.98 $130.98 $99.22 $99.22 $142.77 $142.77 $108.07 $108.07
Feed cost per cwt $42.69 $51.18 $45.07 $55.27 $43.47 $51.31 $45.61 $55.00 Feed cost per cwt $33.13 $41.82 $39.49 $50.87 $32.87 $39.94 $39.50 $48.86
*Budgets are based on MF-1009 with adjustments made for simplification and current market conditions. - *Budgets are based on MF-1007 and MF-1008 with adjustments made for simplification and current market conditions. -

Feeding enterprises... Breeding enterprises...

COST PROJECTIONS --- BEEF STEER FEEDING ENTERPRISES* Price scenario = 2008 Guides
Cow-calf and replacement heifer costs versus feed prices
Backgrounding Finishing Background & Finish $1.60
Above Avg  Below Avg Above Avg  Below Avg Above Avg  Below Avg .

Breakeven price, $/lb Feed cost, $/lb

$/head/day

PRODUCTION INFORMATION

Days on feed/pasture 90 111 142 156 232 267
Average daily gain, Ibs 222 1.80 3.35 3.04 291 253
Feed conversion (as fed) 18.50 19.50 7.90 8.70 12.01 13.19
Purchase weight, Ibs 550 550 750 750 550 550
Sale weight, Ibs 750 750 1,225 1,225 1,225 1,225
Death loss, % 1.0% 1.0% 1.0% 1.0% 1.5% 1.5%
Hundredweight produced 1.93 1.93 4.63 4.63 6.57 6.57

COSTS PER HEAD

Pasture $0.00 $0.00 $0.00 $0.00 $0.00 $0.00
Crop residue, hay, and silage 37.15 39.16 25.07 27.60 61.95 66.74
Grain, protein and mineral 56.27 59.31 228.29 251.41 284.96 310.76
Labor 8.64 8.64 8.64 8.64 17.28 17.28
Veterinary, drugs, and supplies 15.50 15.50 12.00 12.00 16.00 16.00
Marketing costs 7.00 7.00 6.00 6.00 7.00 7.00
Utilities, fuel, and oil 7.25 7.25 7.00 7.00 7.00 7.00
Facility and equipment repairs 10.00 10.00 8.00 8.00 10.00 10.00

Capital replacement

Annual bull cost

Interest on breeding stock
Insurance on breeding stock

Miscellaneous 4.00 4.00 4.50 4.50 5.00 5.00
Facilities and equipment -- DITI 33.22 33.22 33.22 33.22 45.25 45.25
SUB TOTAL $179.02  $184.07 $33271  $358.37 $454.44  $485.03 ) o o o :
Interest on operating costs 145 186 a5 580 10.86 13.45 Cow-calf--88% Cow-calf--94% Cow-calf--88% Cow-calf--94% Repl heifer
TOTAL COSTS PER HEAD $180.48  $185.93 $337.57  $364.17 $465.31  $498.49 -
Increases (Future vs. 08 Guides): BE = 11.6%, Feed cost = 22.1% and $/hd/day = 13.0%
Feed cost per cwt $48.53 $51.15 $54.75 $60.29 $52.83 $57.49

*Budgets are based on MF-600, MF-592, and MF-593 with \ts made for Y and current market conditions. (Future vs. 1997-06): BE = 26.6%, Feed cost = 57.9% and $/hd/day = 31.9% 56




Wheat grazing enterprises...

i Wheat grazing feed cost of gain versus feed prices

Cost of gain, $/cwt

B 2003-07 @08 Guides ® Future “ .

Wigrain--2.2

Wi/grain--1.8 Graze-out--2.2 Graze-out--1.8

Increases (Future vs. 08 Guides): W/grain = 19.9% and Graze-out = 20.2%
(Future vs. 1997-06): W/grain = 83.3% and Graze-out = 71.5%
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Summer grazing enterprises...

i Summer grazing feed cost of gain versus feed prices

Cost of gain, $/cwt

B 2003-07 @08 Guides W Futur .

SLS--1.75 SLS--1.45 IES--2.20 IES--1.80

Increases (Future vs. 08 Guides): SLS =18.8% and IES =19.2%
(Future vs. 1997-06): SLS =47.1% and IES = 41.4%
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Feeding enterprises...

i Feeding programs feed cost of gain versus feed prices
90

J ®2003-07 @08 Guides M Future
80

70 A

60

50

40

Cost of gain, $/cwt

30

20 A

10 1

Bkgrd--2.22 Bkgrd--1.80 Finish--3.35 Finish--3.04 B&F-291 B &F--253

Increases (Future vs. 08 Guides): Bkgrd =36.7%, Finish = 36.9%, and B&F = 36.9%
(Future vs. 1997-06): Bkgrd = 96.3%, Finish = 97.8%, and B&F = 97.4%
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What does all this mean?

» Feed COG in feeding programs currently about
double relative to historical time period

* This compares to ~40-50% for grass grazing
programs and ~70-80% for wheat grazing (based on
my +120% assumption)

* What do you do about this?
« Pay less for cattle
* Find ways of putting on gain at lower cost
» Leave cattle on grass longer

» Background to heavier weights
» Find alternative feedstuffs
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Find ways of putting on gain at lower cost... Summary...

| |
* How high might grazing rates (summer grass and » Energy prices have direct impact on livestock
wheat programs) increase? enterprises costs of production — no immediate

relief in sight for high fuel prices...
» Calculated pasture rates such that relationship

between future drylot backgrounding cog and » Ethanol production = high price for corn ripples
grazing programs are similar to historical values through to other crops (including hay)
* Increases to 2008 budgeted rates that result in cog « Historically, little relationship between corn price
for grazing programs, relative to drylot and pasture rents. Things likely will be different
backgrounding, that are proportional to what they this time around...
were with 2003-07 prices -- summer grass +66%
and wheat pasture +39%. » Pasture land values have been increasing rapidly in
recent years, but rents have not increased at same
* Rents will increase, question is — how much? rate. Things could be different going forward...
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