Costs of Nutrients and the Cow-Jones Index for Ohio Dairy Farms— Sept 2008
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Feed prices are going through all kind of gyrations, with the corn and soybean markets
operating on all sorts of rumors, while all other feed ingredient markets are trying to find
equilibrium pricesin afeed pricing world that is constantly changing. Table 1 reportsthe
results of our usual monthly Sesame analysis, using bulk, TTL, wholesale prices for
central Ohio.

Table 1. Actual, breakeven (predicted) and 75% confidence limits of 27 feed
commodities used on Ohio dairy farm.*
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! Prices are those that were in effect in mid August, 2008. Actual prices can be significantly different
across suppliers depending on the specific quality of a given commodity, terms of delivery and payment,

! Contact at: 221 Animal Science Building, 2029 Fyffe Ct., Columbus, OH-43210. st-pierre.8@osu.edu
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and other services provided with the commodity. These figures should only be used as general guides.
Assistance from a professional dairy nutritionist isrecommended.

In mid August, bargain feeds were: ground shelled corn, corn silage, distillersdried
grains, corn gluten feed, corn hominy, molasses, and roasted soybeans. Overpriced feeds
were: canola meal, dried citrus pulp, cottonseed meal, 44% soybean meal, beet pulp,
blood meal, fish meal, and soybean hulls. One should take note that this evaluation does
not account for the amino acid composition of the feeds, something that is considered
important in high producing herds and that would affect the breakeven prices of a few
commodities, particularly blood meal and fish meal.

The implicit prices of nutrients are reported in the next table.

Table 2. Prices of dairy nutrients, Ohio, August 2008.

Estimate of Nutrient Unit Costs
Mutrient name Estimate
MEI - 3 (2001) 0170927 =
Metabolizable Protein (MP 0242173 =
ne-NDF -0.219437 =
e-NDF 0.071677 =

To put these prices in perspective, in the last 44 months (i.e., since January 2005) net
energy for lactation (NEI), metabolizable protein (MP), non-effective NDF (ne-NDF),
and effective NDF (e-NDF) have averaged $0.10/Mcal, $0.20/Ib, -$0.09/1b, and $0.02/1b,
respectively. Thus, dietary energy and effective fiber are currently very expensive,
whereas MP is about at its average price, while non-effective NDF is severely
discounted.

We know relatively well the nutritional requirements of lactating cows. Using the
equations published by the National Research Council (2001), it isrelatively easy to
calculate the nutrient requirements of what we have coined “our standard cow”: a 1500
Ibs Holstein, producing 65 Ibs of milk per day, at 3.6% fat, 3.0% protein, and 5.7% other
solids. This standard cow requires about 31.3 Mcal (mega-calories) of NEI, 4.64 |bs of
MP, 10.1 Ibs of e-NDF, and 3.4 Ibs of ne-NDF. Knowing the average costs of these
nutriments as reported in Table 2, one can then calculate a“ standard” daily cost for
providing these nutrients to our standard cow. These are the “nutrient costs’ reported in
Table 3. This standard daily nutrient cost currently stands at $ 6.46/cow per day, afigure
markedly greater than the average of $3.90 since January 2005. Expressed per
hundredweight (cwt), the standard nutrient cost is currently at $9.94/cwt (compared to an
average of $6.00/cwt). Some milk component prices are also above their 3-year average:
$1.74 vs. $1.50/1b of milk fat, and $3.64 vs. $2.95/Ib of milk protein, but “other solids’
are currently priced well below their average: $0.05 vs. $0.21/Ib. The difference between
the milk income from our standard cow and the cost of supplying the nutrients to produce
this milk currently stands at $4.92/cow per day, or $7.58/cwt, afigure that we have
named the Cow-Jones Index (CJl —we need to have a bit of fun sometimes...).
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Importantly, the CJl has barely broken the $9.00 mark since last February. Based on
current farm input prices, the break-even level for the index is somewhere between $8
and $9/cwt for Ohio dairy producers. Theindex stood at $7.15/cwt in July. It isthe

Table 3. Calculation of the Cow-Jones Index (CJl), September, 2008.

Date: Sep-08

Animal inputs

Cow weight (Ibs) 1500
Milk (Ibs/d) 65
Fat % 3.6
Prot % 3
Other solids % 5.7

Milk component prices inputs
Fat ($/Ib) $ 1.7413
Protein ($/Ib) $ 3.6497
Other solids ($/1b) $ 0.0529

Nutrient costs inputs

NE, ($/Ib) $ 0.1709
MP ($/b) $ 0.2422
e-NDF ($/Ib) $ 0.0717
ne-NDF ($/1b) $(0.2194)
Nutrient Requirements Calculations
NE. (Mcal) 31.33
MP (Ibs) 464
e-NDF (Ibs) 10.15
ne-NDF (lbs) 3.38
Milk Income $/cow d $lcwt
Fat $ 407 % 6.27
Protein $ 712 % 10.95
Other solids $ 020 $ 0.30
TOTAL $ 1139 % 17.52
Nutrient Costs $/cow d $lcwt
NE, $ 535 $ 8.24
MP $ 112 % 1.73
e-NDF $ 073 % 1.12
ne-NDF $ (0.74) $ (1.14)
TOTAL $ 646 $ 9.94

Income over nutrient costs
$ 492 % 7.58
(Cow-Jones Index) $ 7.58
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second month in arow that the CJl stands below the threshold of $8/cwt in what has been
so far alackluster year indairy. Thisindicates that when dairy producers finally face the
full blunt of the surge in feed prices — when feed contracts have expired, when the new
corn silage crop is harvested, etc. —the Ohio dairy industry will find itself in avery
similar situation as the one we went through in 2006. We all remember that it wasn't
pretty... Timeto manage and control the feed process. More about this next month.
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