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Cost of gain had seasonal components which contributed to its variability. Figure 4 depicts the
seasonal index of real corn price, by placement month for steers placed between 700 and 799 Ibs.
Corn price trended upward to a peak in June and fell to seasonal lows during the last four months of
the year.

Figure 5 illustrates the seasonal index of feed conversion by placement weight over the feeding
period. Feed conversion followed the same pattern as cost of gain. Lower feed conversion results in
lower cost of gain as less feed is needed for a pound of gain. Feed conversion was lowest for steers
placed from February through August. Thus, poor feed conversion for cattle placed in October-
November tended to more than offset seasonal feed grain price declines. Figure 6 depicts the
seasonal pattern of average daily gain for each placement category over the feeding period. Average
daily gain (ADG) and cost of gain, as expected, were inversely related. ADG was the highest for
steers placed on feed from February through August and lowest for cattle placed September through

December.

Results

Net Returns

Empirical results from estimating equation (2) for three steer placement weight categories are
presented in table 2. The equations explain 93% to 94 % of profit variability. The parameter
estimates are all significantly different from zero at the 0.05 level and have the expected signs
indicating that each factor (fed cattle price, feeder cattle price, corn price, interest rate, feed
conversion, and average daily gain) is an important profit determinant.

The coefficients on fed price increase with placement weight, indicating that cattle placed on feed
at heavier weights were generally fed to heavier weights. The corn price impact declines as

placement weight increases because cattle placed on feed at heavier weights consume less total grain
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