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Beef Cow Inventory Down, Dairy Up

The US cattle inventory is now at 96.7 million head, down 0.3% from a year ago. This January cattle report has
shown a continued decline in the beef sector of the cattle industry while dairy cow numbers continue to grow.
Beef cow numbers are down 1% from a year ago and dairy cow numbers are up 1%. Reduced heifer retention
also indicates that the decline in beef cattle inventories will continue in the short-run. In lowa, the change in
cattle numbers was more dramatic. Beef cow numbers are down more than 5% from last year and heifer
retention was down 9.4%. Table 1 contains a summary of the US cattle inventories as of January 1.

Table 1. January 2008 US Cattle Report Summary

US Inventory lowa Inventory
Million Hd. 1,000 Hd.
Total Cattle 96.7 -0.3% 4,000 1.3%
Cows and Heifers that have calved 41.8 -0.6% 1,230 -3.9%

Beef 326 -1.0% 1,015 -5.1%

Dairy 92 1.0% 215 2.4%
Heifers 500 Ibs. plus 20.0 -0.4%

Beef replacements 57 -3.5% 145  -9.4%

Expected to calve 34 -4.1%
Dairy replacements 45 3.4% 115 -4.2%
Expected to calve 29 3.2%

Other heifers 99 -0.2% 700 2.9%
Steers 500 Ibs. plus 17.3  0.5% 1,240 6.9%
Bulls 500 Ibs plus 22 -0.4% 70  0.0%
Calves under 500 Ibs. 154 -0.5% 500 4.2%
Cattle on feed 143 0.3% 860 -1.4%
Calf crop 374 -0.4% 1,120 -1.8%

Beef number declines are the result of several factors. First, the declining profitability of cow-calf production
has discouraged producers from increasing their cow herds. Despite calf and feeder cattle prices being the
highest in recent history, the cost of production has also increased enough to collapse profits. Now with a
second surge in corn prices and a dramatic increase in all feed and grain prices, feeder cattle prices have
declined dramatically. Second, the availability of resources has also impacted beef producers’ production
decisions. Land for pasture grazing has become more scarce and expensive as ground is turned to crop
production. If crop prices remain at their current levels it will become increasing difficult for cattle producers
to compete without a dramatic increase in beef prices. This is especially true in lowa where we have seen some
of the most dramatic declines in cow numbers.



In the past strong fed cattle prices have added strength to feeder cattle prices, however fed price have been
trending slightly lower. Many feeders are hoping to recover a little during the traditional Spring price rise.

Figure 1 graphs the decline in feeder cattle prices in the past 24 months compared with fed cattle and corn
prices.

Figure 1. Comparison of Price Trends, 2006-present
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The dairy industry on the other hand continues to expand amid profitable milk prices. Prices have been
sufficiently high to absorb the higher cost of corn and hay while still encouraging expansion. With the increase
in dairy cows comes an increase in the supply of beef from dairy cattle.

Shane Ellis

Corn and Soybean Market Update

As you know, Dr. Wisner retired in January and | am filling in on the grain section of the lowa Farm
Outlook until the new person is hired. 1 am also chairing the search committee so the incentives are there to
find the best new grain and energy crop marketing faculty soon. The department will be interviewing two
candidates for the position in mid-February and | hope to report that we are successful in the near future. In the
mean time please bear with me.

Darrell Good at the University of Illinois provides an analysis on the pace of grain usage. | have
summarized his analysis here and the link to his complete analysis is:
http://www.farmdoc.uiuc.edu/marketing/weekly/html/012808.html

Corn and soybeans usage continues at a pace ahead of a year ago and this strong demand is helping fuel
prices. Soybean crush through the first four months of the marketing year is running more than 2% ahead of the
same point last year. Soybean meal is the driver fueled by both higher domestic and export demand. Soybean
exports for the year are estimated by USDA to be 9% below last year’s record. While the initial pace was
quicker, it has slowed closer to USDA projections.

Corn exports are projected to be 15% higher than a year ago and have started at a faster pace thus far in
the marketing year. Domestic corn usage is also running ahead of a year ago, up 15% for the first quarter.
Processing and feed use were up 21% and 13%, respectively. Ethanol expansion is fueling processing. On the
feed side compared to a year earlier, cattle feedlot inventory was unchanged, dairy cow numbers were up 1%,
January hog slaughter was up over 9%, and broiler chick placement and egg set is 4% ahead of last year.


http://www/

The market will focus on the South America crop and indicators of the rate of usage. The next reports to
watch are released March 31. One is the Grain Stocks report that will make another estimate of last fall’s
harvest. The second is the Prospective Plantings report that will provide the first indicator of how many acres of
corn and soybeans will be planted.

The year ahead...

Many of the cropping decisions have already been made with fertilizer applied last fall and seed
purchases booked if not already delivered. However, this is still a good time to reflect on production decisions
and costs and production risks. The Ag Decision Maker website is an excellent resource to help producers think
through the decisions they make. http://www.extension.iastate.edu/agdm/

Some recent articles and/or spreadsheets to read include:

Estimated Costs of Crop Production — A1-20

Evaluating Profitability of Crop Rotations — A1-80
Managing the margins — December 2007

What's new with crop insurance in 2008 — February 2008
What's new with crop insurance in 2008 — January 2008

John D. Lawrence

Milk Production Backs Off a Little

Dairy producers in the 23 reporting states appear to have backed off a little for Dec 2007 milk. Dec 07
milk production rose 3.1% from 1 year ago. Milk cow numbers rose by 107,000 from Dec 06 and 14000 from
Nov 07. Milk per cow also rose 29 pounds or 1.7% higher. Only 5 reporting dairy states had milk production
declines: FL -2.8%, IL -2.4%, KY -1%, MO- 11.3% and OR -1.1%. lowa milk production rose only 0.8% even
though milk cow numbers were 6,000 higher. lowa milk production was held back because milk per cow was
35 pounds lower, -2.06%. Compared to one year ago, lowa cheese production was 19.4% higher during Nov 07
and -0.4% from the previous month.

Fourth quarter US milk production was +3.2% and average milk cow numbers for the period were
80,000 higher. SD added 5000 cows and 9% more milk, ND had 3000 fewer cows and -7.8% milk, NE lost
4000 cows and -5.1% milk.

Milk Production: Selected Dairy States, December 2007
million pounds million pounds

thousands thousands pounds  pounds 2006 2007

2006 cow 2007 cow % change 2006 milk 2007 milk % change total milk total milk % change
State numbers numbers cow numbers per cow per cow milk/cow production production total milk
lowa 209 215 2.87% 1700 1665  -2.06% 355 358 0.85%
MN 450 463 2.89% 1575 1590 0.95% 717 736 2.65%
Wi 1245 1250 0.40% 1590 1605 0.94% 1980 2006 1.31%
IL 103 103 0.00% 1620 1580 -2.47% 167 163 -2.40%
CA 1787 1833 2.57% 1845 1880 1.90% 3297 3446 4.52%
CcO 114 120 5.26% 1910 1965 2.88% 218 236 8.26%
ID 500 527 5.40% 1920 1870  -2.60% 910 985 8.24%
NM 360 339 -5.83% 1690 1840 8.88% 608 624 2.63%
PA 549 550 0.18% 1620 1620 0.00% 889 891 0.22%
NY 628 627 -0.16% 1580 1615 2.22% 992 1013 2.12%
TX 346 355 2.60% 1765 1825 3.40% 611 648 6.06%
23-State 8276 8383 1.29% 1690 1719 1.72% 13983 14414 3.08%

Milk cow numbers have been increasing month-to-month since April 07. Since July monthly year-over-
year milk production increases have been over 3%. Strong milk prices, even in the face of much higher feed
costs, have encouraged dairy producers to keep cows and build herd numbers. Dairy cow slaughter in December
was down 12,700 from November and 6000 less than December 06.


http://www/
http://www.extension.iastate.edu/agdm/crops/html/a1-20.html
http://www.extension.iastate.edu/agdm/crops/html/a1-80.html
http://www.extension.iastate.edu/agdm/articles/others/JenDec07.html
http://www.extension.iastate.edu/agdm/articles/edwards/EdwFeb08.html
http://www.extension.iastate.edu/agdm/articles/edwards/EdwJan08.html
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Dairy Product Demand

Dairy Market News remarks that CME cash cheese prices have been have been very volatile, but by
historical standards, cheese prices remain high. Exports remain high as well and are up 2.5% through the end of
October. Continuing weakness in the US dollar and strong foreign economies has led to export strength. The
most recent Cold Storage report puts total cheese stocks slightly above 2006 and 9% higher than the 5 year
average.

Weakness has appeared in the butter market with fourth quarter prices averaging $1.3012. Monthly
butter production during the first 11 months of 2007 exceeded nearly every comparable month in 2006. Stocks
were a third higher at the end of Nov 07 than one year earlier.

Exports of nonfat dry milk (NDM) and skim milk powder (SMP) have declined by nearly 13% during 2007
compared to 2006. Commercial stocks for NDM and SMP at the end of Nov07 were 227 higher than one year
ago. NDM/SMP exports to Mexico totaled 9,891 tons in November and some of these stocks should begin to
lower.

Fluid milk consumption is starting to show some weakness as well. Calendar adjusted sales of all fluid
products -1.7% for Nov 07 and -0.4% for the year to date compared to 06. Year to date organic fat-reduced milk
consumption is up by 34% but it is only 2% of all beverage milk. Whole milk was -4% and flavored whole milk
-5.2% for year to date.

Cheese consumption was down for the September-November period compared to one year ago, -1.1%.
American style cheese was down 3.9% while other style cheese was up 0.6%.

MILLION FOUNDS TQTAL CHEESE COLD STORAGE HOLDINGS
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Analysis

Cheese prices have strengthened since Jan 18, 2008 when blocks closed at $1.65, but barrels were
$1.8025 and are now lower. Block cheese prices closed at $1.715 and barrel cheese closed at $1.73 per pound
on Jan 29 08. NDM prices are now over 30 cents lower than one month ago and have been dropping since the
beginning of November 07. Whey prices are also much lower than their peak in April; approximately one-half
that peak.



Dairy cow slaughter for Dec 07 was 204,700 which was 6900 (3.3%) less than one year earlier. For the
year 2.5 million cows were sent to slaughter, up 6.1% compared to 2006. The first half of 2007 slaughter was up
12% while the second half slaughter was up only 1%. That is the most since 2003. Even so dairy cow numbers

have increased since April.

The most recent milk-feed price ratio has declined further, 2.55 for January. This ratio indicates future
reductions in milk production. Along with the consumer confidence index decline, Class 11 milk prices will
probably slide further. USDA’s current 2008 all-milk price is slightly lower than last time, $17.90-18.70 per

hundredweight.

Consumer Confidence Index
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