How to Best Stock Leased Land




Introduction

e Single man operation
e Research compare best way to stock




Background

* Previous tenants did not graze
e First year did not stock fully




Ranch Information

e Pay off loan, 7% interest
e Compare two cattle options




Questions to be Addressed

 What is the break even price
 What if interest changes




Method of Analysis

 Breakeven Analysis
* NPV Analysis




Base Scenario

e Mixed herd
 Buy back to 200 head every year




Alternative Option

e All two years old
 Buy back to 200 head every year




SWOT Analysis

 Opportunities — calf market, big calves
e Threats — calf and slaughter cow market




SWOT Analysis

e Opportunities — calf and young cow market
 Threats — new herd, money invested




Break Even Analysis

e Percalf=5461.63




Enterprise Budget

Leased Land 20250.00 [eased Land 20250.00

Cow note 41461.00 Heifer Note 43900.00




NPV

Asset Sheet Value  -850.00 -850.00 >ale Barn Price -900.00 -900.00
Calf 1 617.70 566.23 Calfl 582.45 529.50

Calf 2 617.70 566.23 Calf2 582.45 529.50




Break Even Graphs




Graphs Cont’d

=== Price Big Calf
== Price Little Calf




Risk

e What if it decreases
e How does that affect break even




Break Even

akKe montns

Cake (5 months) 6000.00 Vet Bills 2200.00 Vet Bills 2200'00
Vet Bills 2200.00 ’
Total 86786.00 Total 89031.00
Total 84591.00 e e 461.63 E—— m
Per Cow 449.95 ’
Alternative Option f f
Alternative Option . A e el
Enterprise Budget Enterprise Budget

Enterprise Budget

Expense Amount Expense Amount




Break Even




Calf 5
Salvage Value
NPV

Alternative Option
NPV Analysis

200 Heifers

Sale Barn Price

617.70
789.00
2442.52

Big Calf
-900.00

566.23
789.00
2219.68

Little Calf
-900.00

NPV

Calf 5 617.70  566.23
Salvage Value 789.00 789.00
NPV 2245.24 2034.20
Alternative Option

NPV Analysis

200 Heifers Big Calf  Little Calf
Sale Barn Price -900.00 -900.00

617.70 566.23

Calf 5

Salvage Value 789.00 789.00
NPV 2065.43 1865.23
Alternative Option

NPV Analysis

200 Heifers Big Calf Little Calf
Sale Barn Price -900.00 -900.00




m 5% Interest

B 7% Interest

9% Interest




Cattle Cycles

* Prices on downfa
 What if price keeps coming down




Conclusion

for each cow

e Base scenario has lower break even costs
because of less investment




Recommendation

prices and net present values
 Won’t have to change his operation
e Base scenario looks to be prosperous
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Spring/summer cattle prices may succumb to lower demand; 2010 looks better. Mike McGinnis.

proressor here a e university and has aone a Iot OT research on cattie prices.



Questions...




