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Economics of DDGS :
= Forecast of DDGS production

= A simple approach to pricing DDGS

= A more complete approach to pricing

DDGS
= Factors affecting the value of DDGS for

lactating cows
= Summary
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Projected Ethanol Production - OH
Ethanol Corn DDGS

MG/Year MBu/Year 1000 T/Year
In Production
Liquid Resources of OH - Medina 4 1.5 12.4
In Construction
ASAlliances Biofuels LLC 100 36.4 309.1
-Bloomington
Coshocton Ethanol LLC - Coshocton 60 21.8 185.5
Greater OH Ethanol LLC - Lima 56 20.4 173.1
Harrison Ethanol LLC - Cadiz 20 7.3 61.8
Summit Ethanol LLC - Leipsic 60 21.8 185.5
The Andersons Mar. Ethanol LLC 110 40.1 340.0
— Greenville
TOTAL 410 149.3 1267.3
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Would require 850,000 dairy
cows eating 8 Ibs/d of DDGS

Some useful conversion factors

= 1 bushel of shelled corn
= 2.75 gallons of ethanol
= 17 Ibs of DDGS

Some useful conversion factors:

1,000,000 bushels of shelled corn =

= 28,000 tons of shelled corn

= 25,450 metric tons (MT) of shell corn
6,670 acres (at 150 bu/a.)

= 8,500 tons of DDGS

7,725 MT of DDGS

2,750,000 gallons of ethanol

50,000 barrels of ethanol

= 5,650 cows (at 8 Ibs DDGS/cow/day)

Some useful conversion factors

= 1 gallon of ethanol
= 0.364 bu of shelled corn
= 6.2 Ibs of DDGS

Some useful conversion factors

1,000,000 gallons of ethanol =

= 364,000 bu of shelled corn
= 10,200 tons of shelled corn
9,265 metric tons (MT) of shelled corn
2,425 acres (at 150 bu/acre)
= 3,090 tons of DDGS
2,810 MT of DDGS
2,060 cows (at 8 Ibs DDGS/cow/day)




Corollary

= There will be less corn available for poultry
and livestock production

= Ruminants will be the primary recyclers of
DDGS

What is it worth?

= The simple approach:

Corn and soybean meal
replacement

Standard Ingredient composition (nrc, 2001)

CP \[= RUP d-RUP
(%) (Mcal/kg) (%) (%)

Shelled Corn 8.3 1.77 3.9 3.5
48% Soybean Meal ~ 48.2 1.98 20.5 19.1

DGGS 26.8 1.78 13.6 10.9

Standard Ingredient composition (nrc, 2001)

CP NE. RUP d-RUP
(%) (Mcal/kg) (%) (%)

Shelled Corn 8.3 1.77 3.9 3.5
48% Soybean Meal  48.2 1.98 20.5 19.1

DGGS 26.8 1.78 13.6 10.9
Equal CP 26.8 1.88 12.9 11.9
(46% Corn, 54% SBM)

Equal Energy 10.3 1.78 4.73 4.3
(95% Corn, 5% SBM)

Equal RUP 31.6 1.89 13.6 12.6
(41.5% Corn, 58.5% SBM)

Equal d-RUP 27.2 1.87 11.8 10.9

(52.5% Corn, 47.5% SBM)

So, DDGS — 50% Corn 50% SBM

Simply put:

DDGS Break-even price =

Corn ($/bu) x 17.85
+

SBM ($/ton) x 0.5

Examples

Shelled Corn

($/bu) 2.00 3.00 4.00 3.70
Soybean Meal

($/ton) 150 150 200 210
DGGS ($/ton) 111 129 171 171




What is it worth?

= The simple approach:
Corn and soybean meal
replacement

= The more complete approach:

= Considering all feeds traded in a
given market

= Considering all nutrients of economic
importance

Sesame Results
Jan 2007, Central OH

Estimate of Nutrient Unit Costs

0114773
-0.096066 *
0170704 =
-0.040531 *
0.036639 =

Break-even prices should be ceiling
prices for DDGS

= Variation in nutrient content

= Problems in handling, storage,
and transportation

= Effects on animal performance,
end-product quality, nutrient
management

Sesame Results
Jan 2007, Central OH

Calibration set
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About $171/ton with
Corn at $3.70/bu &
SBM at $210/ton
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Standard DDGS composition (nrc, 2001)
(Composition on DM basis)

CP NE,

(%) (Mcal/kg)
Average 29.7 1.97
Standard +/- 3.3 +/-0.15

Deviation




Variation in Nutrient Content

Problems in Handling, Storage, and
Transportation

= Salt (sodium) is used in variable
quantity as a drying agent

= Sulfuric acid (sulfur) is added
during the process to adjust pH

= Variable heat damage during
drying can bind some nutrients

= Can bridge in bins and railcars

= Potential separation & settling
issues when stored or mixed

= Pelleting of feeds with > 5-7%
DDGS reduces pellet throughput
and pellet durability

Problems in Animal Performance

Problems in Animal Performance &
Nutrient Management

= High oil content can affect:

= fiber digestibility

= milk quality

= immune function

= end-product quality
= reproduction

= Diets containing DDGS can easily
exceed requirements for:

= Nitrogen

= Phosphorus
= Sodium

= Sulfur

Summary

Substantially more DDGS will be
produced in the US and Ohio.

Using corn and SBM prices (50/50)
seems to be provide a good estimate
of the maximum value for DDGS.




