
LACMU Vol. 5, No. 19 
 

Louisiana Cattle Market Update                     Friday, September 14th, 2012
    Ross Pruitt, Department of Agric ultura l Ec onomic s and  Agribusiness 

 LSU AgCenter 

Replacement Heifer Decisions 

Initial estimates for 2012 U.S. calf crop are 34.5 million calves as contained in the Cattle inventory report 

released by USDA NASS in late July.  This represents a decline of about 800,000 fewer calves from the 

previous year and continues a long term trend of declining calf crops that stretches back to 1995.  

Factors including the droughts of 2011 and 2012, culling of dairy cows due to lack of profitability, and a 

beef herd that is trying to expand will contribute to U.S. calf crops that will likely not significantly above 

current calf crop levels for the next few years. 

Through July, Federally Inspected (FI) heifer slaughter is 5.5% lower than a year ago.  In spite of the 

lower slaughter rate, the number of heifers on feed in July was marginally higher than a year ago and 

2.5% higher than the five year average.  Expansion in the beef herd will result in larger declines in the 

number of heifers slaughtered as well as the number on feed in the near future (that is when pasture 

conditions permit).   

The decision on whether to sell heifers now as weaned calves or retain them as replacements will vary 

by operation depending on availability of resources including pasture, management, and time.  Costs to 

retain and develop heifers also vary by operation due to differences in resource availability.  The 

decision on selling now versus keeping them should consider the total cost to develop the heifer into a 

mature and productive cow relative to the market price of a replacement female.  That decision making 

process should also consider that selling the heifer as a calf results in one year’s worth of revenue 

compared to keeping that heifer as a replacement which will generate multiple year’s worth of returns 

through calf sales plus the final market value when sold as a cull cow.   

As an example, heifers weighing 600 pounds were worth approximately $725/head in August.  That 

revenue would only be captured once.  However, keeping that heifer could result in calf revenues of at 

least $600/head for the next five years plus an additional $750 in revenue in the fifth year when the 

female is culled.  Assuming net revenues from calf sales of $150/year, the cull revenue in year five, and 

an interest rate of 5%, the discounted stream of net revenues from retaining the heifer you could sell 

today for $725/head would be worth approximately $1237 in future revenues.  If your operation’s total 

costs to get the heifer from birth to weaning and weaning to first calving are less than $1237 (or your 

expected discounted revenue streams), then keeping the heifer as a replacement is a sound economic 

investment.   

To accurately make the sell or retain decision described in the above analysis requires that you know 

your costs of production from birth to weaning and weaning until first calf.  Sale prices of weaned 

heifers ($725/head from above) can serve as a proxy for costs incurred until weaning, but given the tight 

supplies of cattle in the U.S., this will likely overstate your true costs of production.  Heifer development
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budgets available from the LSU AgCenter and other state Extension services suggest producers 

developing their own heifers will spend a minimum of $600 from weaning until first calf.  Recent bred 

heifer sales at the Oklahoma City Stockyards were $1250/head suggesting that if your operation can 

develop its own heifers for less than $1250/head, it would be advisable to develop over purchase.  The 

$1250/head price observed in July is down from $1317/head in February for 800 to 1000 pound heifers.  

Replacement females will not get significantly cheaper in the next few years as producers try to find 

females to cash in on stronger calf prices over the next 2 to 3 years.  This discussion does ignore the 

genetic potential of females purchased or retained.  Higher genetic potential does cost more, but that is 

partly a reflection of that those replacements should deliver calves that weigh more at weaning  (higher 

per head revenues) and/or will be more efficient in utilizing resources will result in lower per head costs.   

For more thoughts on replacement heifer decisions, Dr. John Michael Riley of Mississippi State discussed 

this topic in a recent webinar.  This webinar and other that are a part of the Learn@Lunch Beef Cattle 

Economics series coordinated by the Cooperative Extension Services of Mississippi State University and 

the LSU AgCenter are available at: 

http://www.lsuagcenter.com/en/crops_livestock/livestock/beef_cattle/marketing_economics_business

/LearnLunch-Webinars.htm.   

Corn futures were lower on the week due to early week losses.  Traders sought to minimize risk 

exposure ahead of the release on Wednesday of USDA’s latest World Agricultural Supply and Demand 

Estimates.  The September estimates kept harvested acreage constant at 87.4 million acres and a less 

than expected decrease in yield estimates (122.8 bushels per acre).  Cash corn prices in parts of 

Arkansas have fallen below $7/bushel this week.  Support late in the week came from wheat and the 

decision by the Federal Reserve to begin a third round of quantitative easing by pumping more money 

into the economy and holding interest rates constant. 

Live cattle futures were able to finish the week higher on the strength of improved cash sales.  USDA did 
make an adjustment upward in beef production for this year of 200 million pounds and increased 
forecasted 2013 production by 95 million pounds.  Broiler production was lowered by about 200 million 
pounds in both years.  The nearby live cattle contract neared its highest level in six months.   Wholesale 
prices have not seen the same increase and will pressure live cattle futures.  Feeder cattle futures were 
higher on the week on strength from the live cattle pit and weakness in corn futures. 

Cash fed cattle sales on Wednesday were $2 to $3/cwt higher than the previous week.  Sales in Kansas, 
Nebraska, and Texas were $126 to $127/cwt while prices in Iowa were $124 to $125/cwt.  Additional 
live sales on Thursday were $127-128/cwt in Nebraska.  Dressed sales in Iowa and Nebraska were $195-
$197/cwt.

http://www.lsuagcenter.com/en/crops_livestock/livestock/beef_cattle/marketing_economics_business/LearnLunch-Webinars.htm
http://www.lsuagcenter.com/en/crops_livestock/livestock/beef_cattle/marketing_economics_business/LearnLunch-Webinars.htm
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*Prices are for Medium and Large 1-2 Steers 
**Mississippi prices are for midpoint of 700-800 steers 
Note zero values in table represent no reported sales for that weight group. 
Source: USDA AMS 

 
Source: USDA AMS 
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Table 1.  Futures Prices 

  Live   Feeder       
Month Cattle Change* Cattle Change* Corn Change* 

September      $     145.00  0.70 777 1/2 -17 1/2 
October  $      127.05  0.58  $     146.63  0.47     
November      $     148.23  0.55     
December  $      129.93  0.75     782     -17 1/2 
January      $     150.30  0.63     
February  $      132.93  0.25         
March      $     153.10  0.90 786     -16 1/2 
April  $      136.48  0.35  $     154.95  1.95     
May      $     156.18  1.93 784     -14 3/4 
June  $      132.63  0.15         
July         775     -10 3/4 
August  $      132.80  0.40  $     157.50  1.00     

Source: DTN 
* Change is from the previous Friday’s close 
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Table 2.  State and National Market Information 

 

 
Source: USDA Agricultural Marketing Service, USDA National Agricultural Statistics Service and Livestock Marketing Information Center 
1 Note the placements numbers are lagged by one week prior to publishing. 

 

 

Commodity This Week Last Week Last Year

5 – Area Fed Steer Price

Live 125.91$          123.31$          116.95$          

Dressed 195.41$          190.85$          185.75$          

Oklahoma City Feeder Cattle Prices

5-5.5 cwt Med and Large #1 154.72$          N/A 142.40$          

7.5-8 cwt Med and Large #1 144.00$          N/A 133.08$          

Boxed Beef Cutout Values (weekly average)

600-900 lb Choice cutout 191.50$          190.97$          184.27$          

600-900 lb Select cutout 180.04$          181.52$          173.50$          

U.S. Pork Cutout Value 78.05$            78.87$            95.09$            

Georgia Dock Broilers 95.50$            95.33$            88.57$            

Georgia B/S Breasts 173.00$          174.00$          152.00$          

Georgia Leg Quarters 52.00$            52.00$            53.00$            

Meat production (million lbs)

Beef 511.9 436.5 507.7

Pork 488.7 414.6 461.6

Slaughter (1,000 head)

Cattle 647.0 551.0 659.5

Hogs 2,428              2,062              2,291              

Broilers/Fryers 157,048          143,131          162,748          

Average Dressed Weight

Cattle 793 794 773

Hogs 201 201 202

9/8/2012 9/1/2012 9/10/2011

Poultry Placements (in thousands)1

LA Broiler Egg Sets 3,285              3,211              3,258              

US Broiler Egg Sets 186,325          189,342          185,218          

LA Broiler Chick Placements 2,857              2,871              2,928              

US Broiler Chick Placements 159,596          160,046          160,203          


