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Timely Tips 
Dr. Roy Burris, Beef Extension Specialist, University of Kentucky 
 
Spring-Calving Cow Herd 
 

 Continue supplying a high magnesium mineral until daytime temperatures are consistently above 
60 degrees F. 

 Bulls should have a breeding soundness evaluation (BSE) well before the breeding season.  They 
should also receive their annual booster vaccinations and be dewormed. 

 Improve or maintain body condition (BCS 5) of cows before breeding season starts, if necessary. 
 Schedule spring of “turn-out “working in late April or early May-at the end of calving season and 

before the start of breeding season.  Consult with your veterinarian about vaccines and health 
products for your herd.  “Turn-out” working for the cow herd may include: 

 Prebreeding vaccinations 
 Deworming 
 Replacing lost identification tags 
 Sort cows into breeding groups, if using more than one bull 
 Insecticide eartags (best to wait until fly population builds up) 

 
 Turn-out working of calves may include: 

 Vaccinate for IBR-PI3, Clostridial diseases and Pinkeye 
 Dehorn, if needed (can be done with electric dehorner and fly repellent during fly 

season) 
 Castrate and implant male feeder calves (if not done at birth) 
 Deworm 
 Insecticide eartags 
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 Begin breeding cows no later than mid-May, especially if they are on high endophyte fescue.  
Cows should be in good condition so that conception occurs prior to periods of extreme heat. 

 Consider breeding yearling replacement heifers one heat cycle (about 21 days) earlier than cows for 
“Head-start” calving. Mate to known calving-ease bulls. 

 If using artificial insemination: 
 Check the heard at least twice daily (early morning and late evening) to observe cows in 

heat (Confining cows to a limited grazing area will east this chore.) 
 Use an experienced inseminator. 
 Make positive identification of cows and semen used.  This will permit accurate records on 

date bred, return to heat, calving date and sire. 
 Good handling facilities and gentle working of the cows are essential. 

 Choose best pastures for grazing during the breeding season.  Select those with the best stand of 
clover and the lowest level of the fescue endophyte, if known.  Keep these pastures vegetative by 
grazing or clipping.  High quality pastures are important for a successful breeding season. 

 Record identification of all cows and bulls in each breeding group. 
 Observe breeding pastures often to see if bulls are working.  Records cows’ heat dates and then 

check 18-21 days later, for return to heat.  
 
Fall-Calving Herd 

 
 Plan marketing program for calves.  Consider various options, such as maintaining ownership and 

backgrounding in a grazing program, or precondition and sell in a CPH-45 feeder calf sale. 
 Pregnancy check the cow herd.  Remove open cows at weaning time. 
 Let fall calves remain with cows during the spring “flush” of pasture for heavier weaning weights, 

unless cows are really thin – then you might go ahead with weaning. 
 Initiate fly control for the cows when fly population builds up. 

 
Stockers 
 

 Keep calves on good pasture and rotate pastures rapidly during periods of lush growth.  Manage to 
keep pastures vegetative for best performance. 

 Control internal and external parasites. 
 Provide mineral mix with an ionophore. 
 Implant as needed. 

 
General 
 

 Harvest hay.  Work around the weather and cut early before plants become too mature.  Harvesting 
forage early is the key to nutritional quality.  Replenish your hay supply!  Grass seems to be later 
than usual this year, so that could delay harvest some. 

 Rotate pastures as needed to keep them vegetative. 
 Clip pastures to prevent seedhead formation on fescue and to control weeds. 
 Seed warm season grasses this month. 



 
 

“The Winter of Our Discontent”? 
Dr. Roy Burris, Beef Extension Specialist, University of Kentucky 
 
Shakespeare must have been thinking about caring for beef cattle this past winter when he coined those 
words.  As spring arrives, we can’t help but feel some relief just to get past this tough winter weather.  
Spring calving cows and their newborn calves especially felt the wrath of ice storms, snow, cold and mud.  
But spring is here and we’re “over the hump”.  Or are we? 
 
In the short term, we have some pressing concerns.  The first one is to get the cows re-bred starting this 
month (May).  Most cows will need to improve body condition, some substantially, or pregnancy rates will 
suffer.  Since feed is in short supply, most producers will “turn out” to grass as soon as it appears but lush, 
watery grass will not sustain milk production and weight gain.  Continue to provide energy 
supplementation a little longer.  The goal is to have cows at a condition score of near 5 (ribs covered) at 
the start of the breeding season.  If cows are not pregnant before extreme heat sets in (late June or early 
July), pregnancy rates will likely be very low. 
 
Continue to feed a high magnesium supplement until the soil temperature warms up.  Don’t skip 
magnesium supplementation – regardless of what you read.  Research conducted in the 1970’s at the UK-
West Kentucky station, showed that 1½ oz of magnesium (22 grams of Mg) would prevent grass tetany in 
high risk situations.  When it was left out of the mineral mix, grass tetany would appear as predicted.  A 
mineral supplement with about 14% Mg should be adequate with normal consumption. 
 
Reseeding pasture areas that were trampled to the point of killing the grass will be needed.  Weeds like 
pigweed (spiny amaranth) will encroach on high traffic areas. 
 
There are some long term considerations, too.  Was this last winter an aberration … or a harbinger of 
things to come?  Since cows and calves represent a substantial financial outlay and for humane reasons, we 
need to re-evaluate some of our practices and consider some changes. 
 
We could shift our calving season to the fall when weather isn’t a problem to calf survival.  Pregnancy 
rates and calf survival are generally higher than for spring calving.  We have done several years of research 
and results are better for the fall but feed costs are higher.  We only had 10 open cows out of 200 for this 
fall/winter breeding season.  However, most people still prefer spring calving. 
 
If you are staying with spring calving (Feb/Mar), you should make every effort to be successful (even in 
weather like this past winter).  It could be time to consider more shelter or protection for our cows and 
calves.  How much does it cost when you lose a few cows and several calves? 
 
Windbreaks (natural or man-made) can be important since wind chill increases the energy requirement of 
cattle.  Cattle depend upon their hair coats to keep heat in and cold out.  Hair is effective in keeping cattle 
warm, unless it gets wet and flattens which lets moisture next to the skin.  If cattle are wet, or the wind 
blows enough to separate the hair, they are more susceptible to cold.  Thin, hungry cattle are even more 
vulnerable.  We must, at the very least, increase feed (especially energy supplementation) during periods 
of severely cold weather. 
 
Barns and feeding areas which protect cattle from severe weather and mud can be beneficial and 
environmentally desirable by managing manure and runoff.  These barns offer the added benefit of keeping 



 
 

cattle dry during wet, cold weather.  Since newborn calves are the most vulnerable to cold weather, calving 
barns that have facilities and equipment for “pulling” calves and are cleanly bedded may also be helpful 
for spring calving herds. 
 
We don’t normally need a lot of housing for beef cattle but things haven’t been normal lately.  This winter 
tested our resolve but it may have also pointed out some of the weaknesses in our programs.  We want to 
keep cattle comfortable and healthy anyway but increased value of cattle gives us even more incentive to 
do just that.  We can learn from the past as we enjoy new grass and sunshine. 
 
Bovine Viral Diarrhea Virus (BVDV):  What is “PI”? 
Dr. Michelle Arnold, DVM- Ruminant Extension Veterinarian (UKVDL), University of Kentucky 
	
There	is	mounting	concern	in	KY	regarding	the	identification	and	subsequent	movement	of	“BVD‐PI”	
animals	into	livestock	sales.		The	BVD	virus	is	primarily	believed	to	cause	immunosuppression	and	
contribute	to	substantial	respiratory	disease	and	death	loss	in	the	stocker/backgrounder	sector.		
Unfortunately,	with	increased	awareness	and	use	of	a	simple,	inexpensive	diagnostic	test	to	identify	
PI	animals,	the	question	of	what	to	do	with	a	positive	calf	must	be	addressed.		Adding	to	the	dilemma	
is	the	unprecedented	price	of	calves	in	the	markets	today	‐	it	is	not	an	exaggeration	to	say	that	a	
$1000	steer	can	become	essentially	worthless	due	to	the	positive	result	of	a	$3	test.		Often	the	
reaction	to	a	positive	test	in	a	newly	purchased	calf	is	to	sell	the	test	positive	animal	as	quickly	as	
possible	in	a	livestock	auction	‐	much	like	getting	rid	of	a	“hot	potato”‐	to	keep	from	spreading	BVD	
to	other	calves	on	the	farm	and	to	minimize	financial	loss.		The	problem	is	if	these	PI	calves	are	
purchased	a	second	time	and	end	up	causing	or	contributing	to	a	large	respiratory	outbreak	with	
high	morbidity	(sickness)	and	mortality	(death),	who	is	at	fault?		The	State	Veterinarian	has	deemed	
it	necessary	to	stop	the	“dumping”	of	positive	calves	on	the	market	to	the	best	of	his	ability	and	
authority.		To	that	end,	KY	laboratories	must	report	positive	test	results	to	the	Office	of	the	State	
Veterinarian	(OSV).		Upon	receiving	those	results,	the	OSV	will:	
	

1. Contact the owner/attending veterinarian regarding the current status and location of the 
animal. 

2. Provide an opportunity for the owner to understand the impact of the disease and the laws 
governing the State Veterinarian’s response. 

3. Present options to the owner for managing the cattle involved: 
a) Isolate and retest in 2-3 weeks to confirm the diagnosis. 
b) Transport to slaughter with OSV permit. 
c) Isolate either on owner’s farm or at permitted feedlot and feed to slaughter only. 
d) Euthanize and dispose of by an approved method. 

 
Test positive animal is not to be sold, given away, or transported without approval of the State Vet.			
Given	the	importance	of	this	issue,	it	is	essential	to	understand	what	a	“PI”	truly	is	and	how	one	is	
found.		The	problem	begins	on	the	farm	of	the	cow/calf	producer	or	heifer	developer.		If	a	pregnant	
cow	or	heifer	is	infected	with	the	BVD	virus	between	42‐125	days	of	gestation,	her	unborn	calf	
contracts	the	virus	and	is	never	able	to	get	rid	of	it	for	the	rest	of	its	life.		When	this	calf	is	born,	it	is	
“persistently	infected”	or	a	“PI”	calf	and	can	be	considered	a	“carrier”	of	the	virus	for	the	duration	of	
its	lifetime.			
	



 
 

The	“PI”	animals	are	the	reason	BVD	disease	continues.		They	are	the	primary	source	of	virus	
transmission	because	they	shed	an	extremely	high	number	of	virus	particles	throughout	their	lives.		
A	PI	animal	is	a	virus	factory,	producing	millions	of	virus	particles	in	all	body	secretions	including	
feces,	urine,	saliva,	nasal	discharge,	milk,	semen,	uterine	secretions,	and	aborted	membranes.		These	
contaminated	body	fluids	are	deposited	on	the	grass,	in	ponds,	watering	troughs,	feed	troughs‐
virtually	everywhere	the	animal	goes.		Although	it	is	often	assumed	that	PI	calves	are	stunted,	will	
grow	poorly	and	usually	die	young,	some	are	absolutely	normal	and	will	survive	well	into	adulthood	
and	have	calves.		Unfortunately,	if	a	PI	female	gets	pregnant	her	offspring	will	be	a	PI	calf	100%	of	
the	time.		This	is	important	because	if	one	PI	calf	is	out	in	the	pasture	constantly	shedding	virus	
during	breeding	season,	many	(if	not	all)	of	the	cows	will	be	exposed	during	the	highest	risk	time.		
This	is	especially	true	of	seasonal	breeding	because	contact	with	a	single	PI	calf	can	infect	a	large	
proportion	of	cows	in	the	first	trimester.	
	
In	reality,	the	virus	is	much	more	of	a	problem	at	the	cow/calf	level	than	the	stocker/backgrounder	
level.		To	answer	the	question	if	BVDV	is	circulating	in	the	herd,	a	producer	must	be	aware	of	what	is	
going	on	within	his	herd	and	keep	accurate	records	to	determine	if	at	high	or	low	risk.		Ask	yourself	
this	series	of	questions:	
	

1. Does	my	herd	have	poor	reproductive	performance	(high	infertility)	despite	good	nutrition	
and	fertile	bulls	(if	AI	is	not	practiced)?	

a. Is	there	a	decrease	in	overall	pregnancy	rate	and	%	pregnant	after	the	first	service?	
b. Are	there	more	abortions,	stillbirths,	neonatal	deaths,	and	weak	calves	than	usual?	
c. Are	cows	returning	to	heat	more	often	than	expected?	

2. Do	I	see	any	physical	abnormalities	(dummy	calves,	eye	defects,	cleft	palate)	in	the	calves	at	
birth?	

3. 	Do	I	have	unexplained	suckling	(baby)	calf	loss	due	to	pneumonia	or	scours?	
4. Do	I	introduce	new	cattle	(including	bulls)	into	the	herd	without	testing	for	BVD?	
5. Do	feeder	calves	or	the	neighbor’s	herd	come	in	contact	(fence	line)	with	my	lactating	herd?	
6. Is	there	a	significant	population	of	wild	animals	(such	as	deer)	on	my	farm?	
7. Have	I	neglected	to	vaccinate	my	cattle	against	BVD?	

If	you	answered	“yes”	to	any	of	these	questions,	your	herd	is	at	risk	for	BVD	(the	more	“yes”	
answers,	the	higher	the	risk).		Your	goal	should	be	to	know	with	certainty	if	the	virus	is	in	your	herd	
and,	if	found,	work	to	eliminate	it.		If	you	answered	“no”	to	all	of	the	questions,	your	herd	is	at	low	
risk	for	BVD	so	your	goal	is	to	keep	the	herd	free	of	the	virus	and	stop	it	if	it	is	introduced.		In	either	
case,	the	tools	of	diagnostic	testing,	vaccination,	and	biosecurity	will	all	be	needed	to	accomplish	
your	individual	herd	goal.	
	
Diagnostic	testing	for	BVDV	is	important	for	two	distinct	reasons.		The	first	reason	is	to	find	out	if	
the	virus	is	causing	a	clinical	disease	problem	in	your	herd.			Sending	any	aborted	fetuses	and	
membranes,	stillbirths	and/or	dead	calves	to	a	laboratory	will	help	to	confirm	the	presence	of	the	
virus.		The	second	and	perhaps	most	important	reason	to	test	is	to	identify	any	PI	cattle	in	order	to	
remove	or	isolate	them	before	they	spread	the	virus	and	infect	other	cattle.		Recall	that	PI	
(persistently	infected)	calves	result	when	a	cow	is	infected	with	the	BVD	virus	between	42‐125	days	
of	gestation	or	if	a	PI	cow	has	a	calf.		Once	the	calf	is	born,	it	sheds	millions	of	virus	particles	in	all	of	



 
 

its	body	secretions	throughout	its	life.		Therefore	it	is	crucial	to	get	these	PI	animals	away	from	any	
cows/heifers	in	the	first	trimester	of	pregnancy	and	stop	the	creation	of	new	PI	calves.		The	most	
commonly	used	sample	for	identifying	PI	cattle	is	skin,	usually	taken	as	an	ear	notch.		Blood	(serum)	
can	also	be	used	but	not	in	young	stock	(calves	less	than	3	months	old).		If	you	suspect	BVD	virus	is	
in	your	herd	and	you	want	to	initiate	testing,	remember	to:	
	

1. Test	calves	early	preferably	before	placing	the	bull	in	a	breeding	group	if	possible	in	order	to	
remove	PI	calves	from	cows/heifers	in	the	early	stages	of	pregnancy		

2. Test	all	calves	and,	if	positive,	isolate	and	retest	in	3	weeks	to	confirm	the	result;	if	(+)	then	
euthanize	the	calf	and	test	the	dam.		Remove	(+)	dams	either	by	slaughter	(with	OSV	permit)	
or	euthanasia.	

3. Test	any	open	cow	if	her	calf	died	or	was	sold	untested.		Slaughter	positives.	
4. Test	all	bulls	and	replacement	heifers	(purchased	or	raised).		Slaughter	positives.	
5. For	Pregnant	cows‐test	calf	when	it	is	born.		If	calf	is	positive,	retest	to	confirm;	euthanize	calf	

if	(+)	then	test	cow.	
6. Quarantine	and	test	all	purchased	pregnant	cows	and,	if	negative,	they	can	join	the	herd.	

However,	bear	in	mind	her	calf	could	still	be	a	PI	so,	when	her	calf	is	born,	test	her	calf	and,	if	
positive,	isolate	the	cow/calf	pair	and	retest	calf	to	confirm;	then	euthanize	calf	if	(+).			

7. Any	BVD	ELISA	positive	test	result	(at	the	UKVDL)	should	be	confirmed	by	segregating	the	
animal	and	retesting	ear	notch	or	blood	drawn	at	least	3	weeks	after	the	first	sample.		True	PI	
animals	will	still	be	positive	after	3	weeks.		Other	laboratories	may	have	different	protocols	
so	check	with	your	veterinarian	or	laboratory	on	the	need	for	confirmatory	testing.		
Remember	PIs	are	considered	defective	and	there	is	a	moral	and	ethical	obligation	to	dispose	of	
these	animals	without	returning	them	to	commerce.	

To	aid	in	the	control	of	BVDV,	effective	vaccines	are	available	to	combine	with	management	
practices	in	order	to	prevent/limit	its	introduction	into	the	herd.		For	heifers	and	open	cows,	
modified‐live	vaccines	should	be	given	4‐6	weeks	prior	to	breeding	season	to	reduce	the	risk	of	
reproductive	problems	and	fetal	infection.		The	herd	should	receive	at	minimum	an	annual	
vaccination	with	at	least	5‐way	viral	protection	and	Leptospirosis.		Calves	should	be	vaccinated	after	
4	months	of	age;	ideally	with	2	doses	of	a	modified‐live	vaccine	given	at	least	2	weeks	apart	(observe	
label	warnings	regarding	nursing	calves	or	consult	your	veterinarian).		Consult	your	veterinarian	for	
specific	recommendations	for	your	herd.		Other	important	management	practices	to	reduce	the	risk	
of	BVDV	include:	
	

1. Screen	newly	purchased	cattle	for	the	presence	of	the	virus	(submit	ear	notch	or	serum)	and	
isolate	until	the	results	are	known.		Remember	that	pregnant	cows	may	be	test	negative	for	
BVDV	but	the	unborn	fetus	may	be	PI	so	you	must	test	the	cow	and	her	newborn	calf.	

2. Show	cattle	should	be	isolated	3‐4	weeks	after	returning	to	the	farm.	
3. Test	new	bulls	before	they	are	used	(virus	can	live	in	the	semen).	
4. Prevent	potentially	BVDV	contaminated	objects	(boots/vehicles/equipment)	from	entering	

the	premise.	
5. Limit	wildlife	interaction	with	the	cows	if	possible.	



 
 

6. Vaccinate	the	herd	annually	with	modified	live	vaccine	to	maintain	immunity	in	the	event	of	
exposure.		If	using	killed	vaccine,	precisely	follow	label	directions	regarding	boosters.	

7. Manage	pastures	to	minimize	fence	line	contact	with	other	cattle,	especially	during	early	
pregnancy.	

Consult	with	your	local	veterinarian	on	the	best	way	to	detect	BVDV	on	your	farm	as	well	as	to	
assess	the	most	biologically	appropriate	and	cost‐effective	control	measures.		Successful	control	will	
result	in	improved	productivity,	reproductive	performance,	health,	and	ultimately	economic	return.	
Removal	of	PI	calves	while	on	the	farm	will	reduce	sickness	and	death	for	stocker/backgrounder	
operations	and	remove	the	need	for	regulatory	action	at	the	state	level.		The	only	way	a	good	control	
program	will	work	within	our	state	is	for	all	of	us	to	be	on	board	and	willing	to	work	out	a	solution.		
Decisions	must	be	made	on	how	to	fund	BVD	elimination	programs	as	well	as	how	to	best	carry	
them	out	but	it	is	well	within	our	ability	if	it	becomes	a	priority.		
 
Cow Disposition Affects Pregnancy Rate 
Dr. Glenn Selk, Beef Extension Specialist, Oklahoma State University 

Now we have another good excuse to cull cows due to bad temperament.  Producers that routinely breed 
cows artificially realize that cows that are unruly and nervous are less likely to conceive to artificial 
insemination.  Presumably the lowered conception rates were because they have been stressed as they are 
passed through the working facilities and restrained while being synchronized and inseminated.  Now it 
seems that, even in the serenity of a natural breeding pasture, cows with bad dispositions are less likely to 
conceive when mated with bulls. 

University of Florida animal scientists recorded disposition scores over two years on 160 Braford and 235 
Brahman x British crossbred cows.  They wanted to evaluate the effects of cow temperament and energy 
status on the probability to become pregnant during a 90-day natural breeding season.  Cows were scored 
as 1= calm, no movement to 5= violent and continuous struggling while in the working chute.  Also a pen 
score assessment was assigned as 1= unalarmed and unexcited to 5 = very excited and aggressive toward 
technician.  An exit velocity speed score was measured as the cows exited the working chute as 1=  
slowest and 5 = fastest.  An overall temperament index score was calculated by averaging the chute score, 
pen score and exit velocity score.  Blood samples were analyzed for cortisol concentrations.  Cortisol is a 
hormone released when mammals are stressed or excited.  Increased cow temperament score and elevated 
plasma cortisol concentrations both were associated with decreased probability of pregnancy.  These 
results suggest that excitable temperament and the consequent elevated cortisol concentrations are 
detrimental to reproductive function of cows.  These authors concluded that management strategies that 
improve cow disposition, enhance their immune status, and maintain the cow herd at adequate levels of 
nutrition are required for optimal reproductive performance. 

Source:  Drovers Cattlenetwork (online at www.cattlenetwork.com-newletters; May 5 2014) 

Kentucky Beef Cattle Market Update 
Dr. Kenny Burdine, Livestock Marketing Specialist, University of Kentucky 
 
The unprecedented strength of the cattle markets has continued into early May.  Tight feeder cattle 
supplies and an incredibly strong fed cattle market have continued to support feeder cattle prices.  At the 



 
 

time of this writing, prices for 550 lb steer calves were above $2 per lb on a state average basis with larger 
groups selling in a range of $210-$220 per cwt.  As strong as these price levels for calves are, they are 
largely the product of fall CME© Feeder Cattle futures trading above $190 per cwt.  We seem to be 
trading in a new price range for feeder cattle. 
 
Producers should continue to watch the grain markets as we learn more about corn planting progress this 
spring.  While it is early, planting progress appears to be ahead of last year.  We discussed last month that 
a significant decrease in corn acres was expected for 2014.  Since early April, new crop corn futures have 
largely traded within ten cents per bushel of $5.  Changes in corn price are a major driver of feeder cattle 
prices through the summer.  Thus far, 2014 has been a true bull market for feeder cattle. 
 
Many summer stocker operators have placed calves into summer grazing programs and this was largely the 
focus of the March article that Greg Halich and I wrote.  In that article, an estimation of returns to a 
summer stocker program was made based on fall feeder cattle futures and estimated expenses for the 
stocker program.  Many stocker operators undoubtedly took some type of price protection on the calves 
that were purchased in order to manage the downside price risk potential.    I thought it would be 
appropriate to focus this month’s article on two common price risk management strategies and how they 
would have applied to this 2014 market. 
 
I get a lot of questions about the advantages and disadvantages of simply selling futures as a risk 
management strategy versus purchasing a put option.  When a producer sells a futures contract for the 
month in which they plan to sell feeder cattle, this is often called a straight hedge.  In a market like we 
have seen thus far in 2014, producers who sold futures contracts have been losing on those futures 
contracts as prices increased.  As this happens, producers send margin money to cover the losses on those 
contracts.  Those producers are losing on their short futures positions, but are making it up as the value of 
the cattle they will sell this fall increases.  However, margin calls can be very frustrating as they require 
significant capital and the producer will not benefit from the strong feeder cattle market until the cattle are 
sold. 
 
Conversely, when a producer purchases a put option, they pay a premium to buy the right to sell a futures 
contract at a predetermined price.  If the market goes down while they own the cattle, they can make 
money on the option because they own the right to sell at a higher price. Of course if this happens, it 
means that the overall cattle market has dropped and they will likely sell their cattle on a weaker fall 
market.  The producer is out the premium spent regardless of what the market does.  A put option provides 
downside risk protection, but a producer is always better off if the market stays strong and their put option 
ends up expiring worthless.  Put options are often thought of as “price insurance” in that it is great to have 
if the market drops, but one is better off if they don’t collect on their “insurance”. 
 
I have often shared that my philosophy on risk management is to protect the downside first, then worry 
about the upside.  Both of these strategies provide solid downside protection.  The straight hedge provides 
the highest level of protection as no money is spent on premium and producers immediately gain on the 
futures market as prices decrease.  While the put option sets a lower price floor, it does still provide 
significant downside risk protection.  However, 2014 has clearly been a market where those who 
considered the upside have benefited and I wanted to briefly describe what is meant by this. 
 
Producers who protected their prices by selling futures have made significant margin calls over the last 
couple months.  Again, this will be largely offset when cattle are sold if the market holds.  But, by selling 



 
 

futures they have not been able to benefit from the rising feeder cattle market on cattle that were protected 
by the straight hedge.  A bull market such as the one we have enjoyed thus far in 2014 is the type of year 
when put options can be very advantageous.  Producers who chose to purchase a put option, rather than 
sell a futures contract have been able to benefit from the rising market.  Many of those producers may have 
spent $10-$25 per head on premium, but that has been more than offset by the increase in the market.  The 
put option set a price floor, but not a ceiling on their sale prices. 
 
While I wanted to describe how these two strategies would have worked in 2014, I think it is very 
important that I make two additional points.  First, I want to stress that applying risk management 
strategies to a single year can be very misleading.  The primary point of this article was to describe how 
purchasing put options may be more attractive than straight hedges in some cases.  However, the reason 
why price risk management makes sense is because there is uncertainty about the direction of prices.  
There was no guarantee about where prices were headed earlier in the year.  Had the feeder cattle market 
decreased this spring, producers who sold futures contracts would have been better off than those who 
purchases put options. 
 
Secondly, it is also important to remember that it is still very early in the summer stocker season.  There 
are still many factors that will affect feeder cattle prices between now and fall and producers who have risk 
management positions in place are protected from potential decreases in feeder cattle prices between now 
and sale time.  So while it is useful to examine strategies today, there is still a great deal of uncertainty 
going forward and risk management strategies are taken to deal with that uncertainty.  Stocker operators 
have a lot of money at stake this year, especially given the incredibly high prices paid for calves this 
spring.  Hedging and options, as well as forward contracts, LRP insurance, and other risk management 
strategies provide an opportunity to manage that downside risk and limit the potential loss should markets 
move against producers while they own cattle. 
 


