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BEEF
Everything is in the words we use...

Which of the following questions are we trying

to answer?

e How much can | pay for grass?

e How much do | have to pay for grass?

e How much is grass worth?

e How much should | pay for grass?




BEEF

STOCKER

@ Different ways of determining rental rates...

e How much can I pay for grass?

— Estimated based on value of gain and non-pasture
cost of gain in two different summer grazing
programs

— Short-season (SS)
e 75 days (May 1 to Jul 15)
e ADG = 2.2 Ibs (total gain of 165 Ibs/head)

— Full-season (FS)
e 150 days (May 1to Oct 1)
e ADG = 1.75 Ibs (total gain of 262.5 Ibs/head)

How much can I pay for grass? -- Value of gain
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How much can I pay for grass? -- Value of gain

Average Feeder Steer Prices -- Summer Grazing Programs

180
—May-5001bs Prices have been increasing, but
160 T— —@—Jul-665Ibs -
0ct-763 Ibs what about the value of gain*® /
140 A

AN
N
o

[InN
o
o

Price, $/cwt

[0]
o

(o2}
o

40 T T T T T T T T T T T T T T T T T T T
1992 1994 1996 1998 2000 2002 2004 2006 2008 2010

How much can I pay for grass? -- Value of gain

Average Value of Gain for Summer Grazing Programs
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EMay 500 Ibs to Jul 665 Ibs Avg = $61.52 (-$1.41 to $129.95)
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How much can I pay for grass? -- Cost of gain

Summer Grazing of Steers
in Eastern Kansas
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e Non-pasture costs based on historical
projected budgets (total costs included)
— Short-season (SS)
e Per head: Average = $46.83 ($35.45 to $66.20)
e Per cwt: Average = $28.38 ($21.48 to $40.12)
— Full-season (FS)

e Per head: Average = $71.42 ($56.07 to $97.45)
e Per cwt: Average = $27.21 ($21.36 to $37.12)

How much can I pay for grass?

Return to Pasture (value of gain less non-pasture cost)
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How much can I pay for grass?

Return to Pasture (value of gain less non-pasture cost)
70 1

| BSS ($20.20): Bluestem Report=$18.04 SS: +$5.85/hd cost = $18.04/ac
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B FS($22.15): Bluestem Report=$15.33 _ FS: +$27.65/hd cost = $15.33/ac
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Different ways of determining rental rates...

e How much do I have to pay for grass?

— Only “need” to pay what it takes to get the land
rented (what are others in the area paying?)

— Average rental rates reported by USDA/KAS
e CRD / County-level (1972-2011)
e Bluestem pasture report (1978-2009)

— Potential problems with reported averages
¢ Do the averages reflect your situation?
e Many reasons rates should vary from what others are paying

e Averages are likely biased relative to market for “new” land

— S$/ac rates have little meaning (use for indexing?)




How much do I have to pay for grass?

Kansas Cash Rent for Pasture
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How much do I have to pay for grass?

Bluestem Pasture Rents over Time
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BEEF

STOCKER

@ Different ways of determining rental rates...

e How much is grass worth?

— Calculated based on cost of gain from drylot program

— SS/FS stocker programs versus drylot gain
¢ SS daily feed: 5 Ibs hay, 8.65 lbs corn, 1.7 Ibs sbm
e FS daily feed: 8 Ibs hay, 7.25 Ibs corn, 1.4 Ibs sbm

— Cowe-calf (spring calving) versus drylot
e Daily feed: 26 Ibs hay, 2.0 Ibs corn, 1.0 Ib sbhm

— Monthly average prices for May-Oct

e Difference vs Bluestem rental rate -- $/hd, $/ac, %

Prices of other feedstuffs are up significantly...

Price of Various Feed Ingredients
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How much is grass worth?

Cost, $/head
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Stocker Pasture Rental Rate vs. Drylot Feed Costs -- 150 days
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How much is grass worth?

Cost, $/head
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How much is grass worth?
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BEEF
Different ways of determining rental rates...

e How much should I pay for grass?

— Very normative question, thus there is not a “right”

answer to this question.

— However, if your rent has not changed for 5, 10, or
20+ years, likely you should be paying more than you

are...




Summary...

e How much can I pay for grass and what is grass worth?

Difference between what could be paid for grass and

what grass is worth compared to Bluestem Report rate
(all values are S$/acre)

Value of Gain Alternative Feedstuffs
Time period SS FS SS FS Cow-calf
1992-96 -$2.93 $3.68 $5.00 $12.26 $9.38
1997-01 -$5.52 -$2.21 -$0.79 $9.18 $10.60
2002-06 $11.05 $20.40 $0.94 $10.05 $9.52
2007-11 $6.03 $5.42 $12.47 $25.79 $16.65
1992-11 $2.16 $6.82 $3.39 $12.96  $11.02

e While values vary, hard to argue that pasture rates won’t
be increasing in the future...
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