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Quarterly Forecasts (LMIC: 12/9/20)

2020 Per Capita
Consumption: +0.9%!

% Chg. Average % Chg. Comm'l % Chg.
Year Comm'l from Dressed from Beef from
Quarter Slaughter Year Ago Weight Year Ago Production Year Ago

P Qa: +5.5%
8,399 5.9 825.0 2.1 6,929 8.0 Q2:-8.3%
7,393 -13.8 818.9 3.0 6,054 -11.2 Q3: +6.8%
8,535 -0.1 833.0 2.8 7,110 2.7 Q4: -0.2%
8,451 -0.6 836.6 1.6 7,071 1.0
32,779 -2.3 828.7 24 27,164 0.0
8,223 2.1 827.8 0.3 6,807 1.8 Trad .
8,071 9.2 807.6 -1.4 6,518 7.7 rade cc?ntlnues
8,247 3.4 821.7 1.4 6,777 4.7 smoothing role:
8,115 -4.0 835.9 0.1 6,783 4.1 (compare Domestic
32,656 -0.4 823.3 -0.7 26,885 -1.0 Production & Domestic
8,130 -1.1 832.3 0.5 6,767 -0.6 PC Cons by quarter)
7,947 1.5 810.1 0.3 6,438 1.2
8,042 2.5 826.3 0.6 6,645 1.9 Also see:
7,918 2.4 840.7 0.6 6,656 -1.9 https://www.agmanager.info/li
32,037 1.9 827.4 0.5 26,506 1.4 vestock-meat/marketing-
extension-bulletins/trade-and-
demand/overview-us-beef-
Data Source: Livestock Marketing Information Center production-export



https://www.agmanager.info/livestock-meat/marketing-extension-bulletins/trade-and-demand/overview-us-beef-production-export

Quarterly Forecasts: Cattle (LMIC: 12/9/20)

Live Sltr. % Chg. Feeder Steer Price
Year Steer Price from Southern Plains

Qu arter 5-Mkt Avg Year Ago 7-800# 5-600#

2020
I 118.32 -5.5 138.90 166.38
Il 105.79 -10.9 129.45 152.55
I 102 -3.4 142 157
1V 108-109 -5.6 138-140 152-154
Year 108-110 -6.7 137-140 156-158
2021
I 111-116 -4.1 136-139 156-159
Il 114-120 10.6 138-142 163-167
1 111-118 12.5 145-155 162-172
v 115-123 9.7 149-159 164-174
Year 114-119 6.9 144-147 163-167
2022
I 115-125 5.7 144-154 167-177
Il 120-130 6.8 147-157 169-179
11 118-128 7.4 154-164 171-181
v 122-132 6.7 156-166 174-184
Year 119-129 6.4 150-160 170-180

Data Source: Livestock Marketing Information Center



$823.82

ESTIMATED AVERAGE COW CALF COSTS
Total Cash Cost Plus Pasture Rent, Annual

One needs to know costs for context on output prices...




One needs to know costs for context on output prices...

ESTIMATED AVERAGE COW CALF COSTS
Total Cash Cost Plus Pasture Rent, Annual

S Per Cow
1000
] $823.82
900 - Given $824/cow cash cost: 1
- If presume $o cull cow revenue
800 + & ignore non-cash cost, then
700 - cash-cost break-even 6o0o# calf
price is $137/cwt
600 -
500
400 Given $824/cow cash cost & $350
300 - I non-cash cost ($1,174 total)
I I I I I I I I I I I - If presume cull cow revenue is 15%
200 + then break-even 6o0# calf price is
o IMHERNUNNRNHANN s266/cwt
NI EEE R RN RN Y e n i

e St U iedbyLmic 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020
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ESTIMATED AVERAGE COW CALF RETURNS

Returns Over Cash Cost (Includes Pasture Rent), Annual
S Per Cow

500

400

300

200

100

1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020

2019: -$51
2020: -$53 (w/o CFAP $)
2021:+$57

Data Source: USDA & LMIC, Compiled by LMIC

Livestock Marketing Information Center



https://www.farmers.gov/cfap/livestock

Want Feeder Cattle Price, Basis, & VOG Projections?
Use BeefBasis.com

Salina Market, as of 12/13

o BezrBasts

10/13/2021 Sell @ Weaning @ 600 Ibs

Don't have a BeefBasis Account?
= Expected Cash Price: $160.82/cwt
Price Forecasting © 01iuus = Expected Basis: $13.09/cwt
® — = CME OCT Contract: $147.73/cwt
@ & Wi g




Want Feeder Cattle Price, Basis, & VOG Projections?
Use BeefBasis.com

Salina Market, as of 12/13

o BezrBasts

10/13/2021 Sell @ Weaning @ 600 Ibs

= Expected Cash Price: $160.82/cwt
Price Forocasting O 0 s = Expected Basis: $13.09/cwt
= = CME OCT Contract: $147.73/cwt
O e I v Q: How Can We Compare Sales
O 1. Price Risk Management
B W= B Alternatives?

A: use AgManager.info




KSU-Feeder Cattle Risk Management Tool

https://www.agmanager.info/k-state-feeder-cattle-risk-
management-tool

KSU-Feeder Cattle Risk Management Tool

An Excel spreadsheet For evaluating Feeder cattle risk
management strateqgies
Forsiom- L LS

HANSAS STATE 4ot o srmmies
w0

WHiwa e

29 This spreadshest was developed as a decision-aid tool For producers interested in managing Feeder cattle
pricee rizk. It ¢an be used to compare the Expected Plet Selling Price using alternative risk. management
=0 | tools available For pricing feeder cattle.
3 INSTRUCTIONS FOHR THE |
3z | Ee sure b0 "Emakle Cantent™ and "Emakls Macrmr® for therproadrhect ko Function corroectly.
In the Comparison sheet all blue numbers are input by the user. All black numbers are calculated using data
EER prowided by the user. The spreadsheet aubomatically recalculates ewery time an additional input is entered.
=4 | Thus, it iz important to wait until all data have been entered and reviewed before interpreting any of the
zi- calculated re=sults (i, black numbers)]. Mozt of the input cellz (e, blue number] have ared diamond in the
27 | upper right hand corner of the cell. By moving your mouse cursor owver this diamond, a brief description of

a0 FOR MORBE INFORRMATIORM:

a1 | To learn more about managing price risk and uzing LEF insurance visit www Aghlanagerinfo or click an the following link
4z | Elnsuramce Informat Price Risk Management Informaticn

:i: Updated by:

45 | Glynn T. Tonsor, PhO.

5 | Agricultural Economist

a7 | Department of Agricultural Economics

L K.ansas State University

50 Tah-hIz-1e12

5z z

53 | This spreadsheet was originally dewveloped by Kevin Ohuywetter, Ph.O., Agricultural Economist, Kanasas
State University. The authors gratefully acknowledge funding provided by US0A s Risk Management

54 | Agency [FRRA] For initial devselopment of this feeder cattle risk management tool,

55

13 Copyright 2020 AgManager.info, K-S5tate Department of Agricultural Economics

5T
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https://www.agmanager.info/k-state-feeder-cattle-risk-management-tool
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Cow-Calf, Fall Weaning Price
Considerations (as of 12/13/20)

ledging

B c D E F G H | J K L M M ] P Q
Comparison of Alternative Risk Management Strategies for Pricing Feeder Cattle M
Current date A 1211412020 Futures LRP Put Call Put Call
Number of head (number of head to match futures contract = 83) ) 83 Number of contracts 1 83 1 1 1 1
Expected weight at time of sale, |Ibsfhead — {use weight 2 for LRP) A 600 Strike price(s), $/cwt $140.16' $152.00' $150.00' $146.00° $146.00
Pounds of cattle expected to sell in cash market, lbs b 49,800 Premium, $/cwt $6.091 $11.750 $7.500 $8.725 $9.550
Expected sale date h 10/13/2021
Feeder cattle type ) Steers Expected Net Selling Prices

Futures Hedge
CME futures contract for hedging {Jan, Mar, Apr, May, Aug, Sep, Oct, Nov) 3 Oct price Cash Hedge LRP b Put &Call Put&Call
Commission for roundtrip (sell and buy) futures trade, $/contract h $60.00 $125.00 ©  $138.09 $160.79 $147.16 $153.28 $153.20 $159.82
Commission to buy or sell options contract, $/contract 7 $30.00
Futures price - Oct CME feeder cattle contract, $/cwt* h $147.725
Expected basis (cash - Oct CME futures), $/cwt# h $13.09
LRP expected ending value for relevant time period® k $147.463
End date for LRP contract h 11/5/2021

Ll

CME feeder cattle option premiums” LRP coverage levels and premiums

Strike price Put Call Coverage Level LRP cost $165.00 $160.63 $172.00 $166.23 $168.03 $159.66
$lowt $lowt $lcwt $lcwt - $lowt $5.00 <= futures price increment Signifies maximum price in row
$136.00 $146.160 99.12% $9.390
Comparison of Alternative Expected Net Selling Prices =
165
160 - - = =
155
“ 150
c 145 =
=2}
£ 140 /
$160.00 $122.160 82.84% E -
# Websites with information on feeder cattle basis = 135 ===Cash ==fi=Futures Hedge
hitp-ifwww agmanaager.infollivestockimarketing/graphs! E 130 e LRP | ($140) s Put, ($152)
hittp:/iwww.beefbasis.com/ 2 ——w—Hedge & Call, ($150) —a—Fut & Call, {$145/$146)
* Website with futures prices and option premium quotes 2 125 . . . L = = =
http:ifwww cregroup. comitradinag/agriculturallivestockfeeder-cattle quotes globex options html w 125 130 135 140 145 150 155 160 165
A Website with LRP coverage levels and premiums L _ . .

Introduction Comparison Futures-options LRP



Cow-Calf, Fall Weaning Price Hedging
Considerations (as of 12/13/20)

® Caseof 83 hd @ 600 lbs =

® Compare alternatives:

a) 83 hd on LRP, b) 1 FC Futures Contract (+/- 83 hd per contract), ¢) 1
FC Options Contract or d) Cash

® OCT FC: $147.73 & Exp. Basis: +$13.09 = Exp. Cash: $160.82
® LRP Coverage Price: $140 & Premium: $6.09

® OCT Put Option @ $152: $11.75 premium



Cow-Calf, Fall Weaning Price Hedging
Considerations (as of 12/13/20)

Some Key Points

*|f OCT CME>= $150

= Cash (**do nothing’) nets most

Expected Net Selling Prices | _|
Futures Hedge
price Cash Hedge LRP " Put &Call Put&Call
$125.00 7 $138.09 $160.79 ! $147.16  $153.28 $153.20  §159.82
_______ $130.00 $143.09  $160.77  $147.16  $153.26  $153.18  $159.80
_______ $135.00  $148.09  $160.75  $147.16  $153.24  $153.16  $159.718
.$14000  $153.09 $160.73 $147.16  $153.22 $153.14 $159.76
%4500 $158.09 $160.71 $152.00 $153.20 $153.12 $159.714
_______ $150.00  $163.09 $160.69 $157.00 $153.18  $153.10  §159.72
_______ $155.00 $168.09 $160.67  $162.00 $156.23  $158.03  $159.70
_..$16000 $173.09  $160.65 $167.00 $161.23 $163.03 $159.68
$165.00 $178.09 $160.63 $172.00 $166.23 $168.03 $159.66

=Other approaches cost as they provided

$5.00 <= futures price increment

Signifies maximum price in row

“unused” price protection

Expected Net Selling Price, $/cwt

163

Comparison of Alternative Expected Net Selling Prices

160

133

130

143

140

133

e C 3 sh

LRF, ($140)

130

123

g Hedge & Call, ($150)

e Futures Hedge

—— Put, (5152)

—t Pyt & Call, ($146/$146)

125 130

135

140

Ending Futures Price, $/cwt

145 150

1535

160

163

*"|F OCT CME<=$%$145
*CME futures hedge nets the most

*Order of alternatives depends on
market’s price decline and specific
product/premium selections

*Presumes Basis=expectations (+$13.09)




Cow-Calf, Fall Weaning Price Hedging Considerations
(as of 12/13/20)
What if | have 40 head (+ ~1/2 of a CME contract)?

Cattle Print information | Some Key Points

Future$ LRP F"ut.F l::aI.IF P."-F Eal,lr

::::T.:r?:e‘;:;t;:ﬁ $140_16" $£152_ 00" $£150.00° 14600 F146.00 " If OCT CM E>: $150
Premium, $fcwt +6_091 211.750 $£7.500 38 725 £9.550

i [ Elpected Met Selling Prices — = Cash (“do nothi ng”) nets most

price Cash Hedge LB ™ Put &Elagll Put&iCall i

313000 S1303 s;azs smrie swens sweee swrye *Other approaches cost as they provided
000 U $153.09  $168.93  $irie  swmise  $iide  sleees “unused” price protection
314500 15809 0 $163.52 15200 14704 $147.77 #6152 0000
815000 16303 15810 #5700 14253 #4235 56190

$155.00 $168_ 039 3152 68 $162_00 3143 49 314723 315068
160,00 $173.08$i4727  $i67.00 $148.49  $is223 sms2r T

316500 3178 .09 . #!41_35 317200 3153 49 #15_?_2_::_ #1?3_85 - -

3500 ° <= Futures price incremen iguifies mazimum price in row . I F OC—I— C M E<:$145
Comparizon of Altermmative Expected Net Selling Prices IL
- *‘\\ v — *CME futures hedge nets the most

- A i

z ::j =Order of alternatives depends on

i | ——— market’s price decline and specific

2 - product/premium selections

E 125 e 2 G 1 —— Futursc Hedge

';: 130 iy L AF, [§ 180} it [Pk, | BAEE]

§ 125 . . . I *Hul‘ll}:n& Call, [ §1 EI“ —II—P‘u‘I:E mll.ilﬁmﬂ-ﬁl ) )

- 125 130 1935 140 145 150 155 160 165 *Presumes Basis=expectations (+$13.09)

Ending Futures Price, S'cwt




Cow-Calf, Fall Weaning Price Hedging Considerations
(as of 12/13/20)

Case of 83 vs 40 head —reveals some appeal of LRP
Cattle Print information

Expected Net Selling Prices I _|

Futures Hedge Futures LRP Put Call Put Call
price Cash Hedge LRP 7 Put &Call Put&Call Number of contracts T 1 T T T T
$125.00 °  $138.09 $160.79 $147.16 $153.28 $153.20 $159.82 Strike price(s]. $lcwt $140.1 $152.00°  $150.00° $ME.00°  $146.00

T $130.00 $143.09 $160.77 $147.16  $153.26 $153.18 $159.80 Premium, $/cwt $6.031 311750 $7.500  $8.725  $3.550
""""""""""""""" $148.09  $160.75  $147.16  $153.24  $153.16  %159.78 ] .
---------------------------------------------------------------------------------------------------------------------------------------------------------------------------- | El d Net Selling P
C$140.00 $153.09 $160.73 $147.46 U $153.22 815344 §1%9.76 Futures B e edge
) $158.09 $160.71 $152.00 $153.20 $153.12 $159.74 price Cash Hedge LRP_ " Put &Call___ Put&Call
_____________________________ $163.09  $160.69  $157.00 $153.18 $153.10  $159.72  $12500 ° $138.09  $185.18  $M7.A6  $169.61  $163.43 18318 0
$168.09 $160.67 $162.00 $156.23 $158.03 $159.70 33000 $143.03 17997 $MTE 36419 $164.02 RWFTIT
""""""""""""""" $173.09 $160.65  $167.00  $161.23 $163.03  $159.68 77 __$135.00  $M48309  $17435  $M716  $158.78  $158.60 $17235
"""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""""" $140.00 £153. 09 $168. 93 $147 16 $153.36 $153.18 216693
$178.09 $160.63 $172.00 $166.23 $168.03 $i50.66 --ROOR L EILEDM, o e RIS LR B
v £145.00 £158. 09 £163.52 215200 £147 .94 147 77 £161.52
$5.00 <= futures price increment Signifies maximum price in row _$150.00 $163.09  $158.10  $157.00  $14253  $14235 315600
315500 $168.09  $152.68 16200 $142.49  $M723 15068
; : : : _#160.00  $173.09  $M47.27  $167.00 $148.49  $15223 $14527
COI‘I’IPEIFISDH Of Altematwe EKPEC‘IEE’ NEt SE"IHQ PFICES [ $165. 00 $178 09 $141.85 $172_00 $153 .49 $157.23 $139.85
165 $5.00 ° <= Futures price increment Ziguifies mazimum price in row

160 o - 3 s /? — Comparison of Alternative Expected Net Selling Prices I].
1635
155
+ ‘/"( /P/ 160 \ \\-\\‘zf/ /

z
s
* 150

] ~ £ 1535 \

£ 145 ~ 3 5 P

=] / -3 {/

S 140 o= = -

3 -~ 2Ll S X
E 133 e C 3 5h . Futures Hedge E - -
T 130 LRP, ($140) e Putt, ($152) E 13 S——— e Futurec Hedge

-1 = Hedge & Call, ($150) e Puit & Call, ($145/5146) T 130 —é—LAF, [§140} i Purt, {$152]

% 125 T T T T T T T T i it HE A & CaIL [ $18D} e, [Pt B T, | R4
w 125 130 135 140 145 150 155 160 165 = 125 . . . . = - : :

w 125 130 135 140 145 150 155 160 185

Ending Futures Price, $fcwt Ending Futures Price, Slcwt




Wintering Program & Spring Price Hedging
Considerations (as of 12/13/20)

® Salina, KS 12/13/20 situation:

® Sell 8oo Ib steer on 3/17/21 = $140.18 Expected Cash Price
® Mar CME=%$140.55 & Exp. Basis=$-0.37

® Considering price protection on March sale?
® USE: FeederCattleRiskMgmtTool.xlsx



Broad Risk Points

® Risk is two-sided
® KS operations who hedged feeders before March 1, 2020 avoided COVID19 market decline

® Meanwhile, same operations may have received alternative CFAP (gov't $) amounts

® Generally, absorbing some risk is *necessary”



Take-Home Summary Points
>Opportunity or Threat?

> “Same risks” are often viewed differently across people
> Some risks are quantifiable, many are not

> Everyone must appreciate:
> Risks are two-sided
> Your own operation costs to assess which risks are “smart to accept”

> Your comparative advantage in selecting risks to accept



More information available at:

Oy "sManagsy

This presentation will be available in PDF format at:

http://www.agmanager.info/about/contributors/individual/tonsor.asp

Host of additional industry resources are cross-linked as well

20


http://www.agmanager.info/about/contributors/individual/tonsor.asp
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