	Table 1: USDA baseline price projections (2007-2016)

	Year
	Calf prices $/cwt.*
	Yearling prices $/cwt.
	Slaughter prices $/cwt.
	Cow net cash flow

	2007
	118
	102
	85
	$141

	2008
	114
	97
	86
	$117

	2009
	115
	100
	92
	$123

	2010
	115
	103
	96
	$124

	2011
	125
	109
	97
	$144

	2012
	125
	109
	96
	$179

	2013
	123
	107
	94
	$185

	2014
	120
	104
	93
	$177

	2015
	118
	102
	92
	$167

	2016
	116
	101
	91
	$159

	*USDA Calf prices modified to 500-600 lb. steer calves.


	Table 2: FAPRI cull cow prices from 2006 baseline runs

	Year
	Cull Cow Price
	Cull Weight
	Cull Cow Value

	2007
	$48/cwt.
	1,200 lbs.
	$576

	2008
	$46/cwt.
	1,200 lbs.
	$552

	2009
	$44/cwt.
	1,200 lbs.
	$528

	2010
	$42/cwt.
	1,200 lbs.
	$504

	2011
	$41/cwt.
	1,200 lbs.
	$492

	2012
	$41/cwt.
	1,200 lbs.
	$492

	2013
	$42/cwt.
	1,200 lbs.
	$504

	2014
	$44/cwt.
	1,200 lbs.
	$528


	Table 3: Economic value of a bred heifer 7 calves

	Column
	1
	2
	3
	4
	5

	Year
	Net cash flow
	Age of dam adjustment
	Adjusted annual net cash income
	Discount factor(7%)
	Discounted value

	2007
	$141
	81%
	$114
	0.934579439252
	$107

	2008
	$117
	89%
	$104
	0.873438728273
	$91

	2009
	$123
	123%
	$151
	0.816297876891
	$123

	2010
	$144
	122%
	$176
	0.762895212048
	$134

	2011
	$179
	133%
	$238
	0.712986179484
	$170

	2012
	$184
	105%
	$193
	0.666342223817
	$129

	2013
	$177
	91%
	$161
	0.622749741900
	$100

	2014
	$0
	75%
	$0
	0.5820091046
	$0

	2015
	$0
	56%
	$0
	0.5439337426
	$0

	Value of cull cow (7th yr.)
	$492
	
	0.622749741885
	$306

	Total cash income
	$1,630
	Adjust time value of money (7%)
	$1,160


	Table 4: Lifetime economic value of a heifer based on calves produced

	Column
	4
	5
	6
	7
	8
	9
	10
	11
	12
	13

	
	
	1 calf
	2 calves
	3 calves
	4 calves
	5 calves
	6 calves
	7 calves
	8 calves
	9 calves
	Open 3rd year

	Value of cull cows
	Year
	Net income
	Net income
	Net income
	Net income
	Net income
	Net income
	Net income
	Net income
	Net income
	Net income

	$55
	2006
	
	
	
	
	
	
	
	
	
	

	$51
	2007
	$114
	$114
	$114
	$114
	$114
	$114
	$114
	
	
	$114

	$48
	2008
	$0
	$104
	$104
	$104
	$104
	$104
	$104
	
	
	-$275

	$46
	2009
	$0
	$0
	$151
	$151
	$151
	$151
	$151
	
	
	$151

	$44
	2010
	$0
	$0
	$0
	$176
	$176
	$176
	$176
	
	
	$176

	$42
	2011
	$0
	$0
	$0
	$0
	$238
	$238
	$238
	
	
	$238

	$41
	2012
	$0
	$0
	$0
	$0
	$0
	$193
	$193
	
	
	$193

	$41
	2013
	$0
	$0
	$0
	$0
	$0
	$0
	$161
	
	
	$161

	$42
	2014
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	
	
	xxxxx

	$44
	2015
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	xxxxx
	
	
	xxxxx

	Value of cull cow
	$612
	$576
	$552
	$528
	$504
	$492
	$492
	
	
	$492

	Interest discount rate
	7.0%
	7.0%
	7.0%
	70%
	7.0%
	7.0%
	7.0%
	
	
	7.0%

	Total undiscounted net income
	$726
	$794
	$922
	$1,073
	$1,287
	$1,469
	$1630
	
	
	$1,251

	Beef cow worth
	$679
	$701
	$772
	$858
	$984
	$1,082
	$1,160
	
	
	$829

	
	
	
	
	
	
	
	
	
	
	


	Table 5: Net impact of culling females at different lifetime calf numbers

	Cow age
	2
	3
	4
	5
	6
	7
	8
	9
	10
	8

	Purchase (100 head/year)
	2007
	2008
	2009
	2010
	2011
	2012
	2013
	2014
	2015
	2013

	Save rate
	90%
	92%
	95%
	97%
	97%
	99%
	97%
	96%
	96%
	

	Remaining number
	90
	83
	79
	77
	75
	74
	72
	69
	66
	72

	Head cuIIed
	10
	7
	4
	2
	2
	1
	2
	3
	3
	28

	Market value
	$6,787
	$4,906
	$3,087
	$1,716
	$1,969
	$1,082
	$83,548
	$0
	$0
	$103,094

	Projected LEV for a preg-checked heifer
	$1,031


Five critical points

Five critical points to consider regarding a replacement heifer's lifetime economic value (LEV):

1. The economic value of a heifer is “herd-specific” and based on the net incomes in your herd. In low-cost operations, heifers are worth more in the herd. In high-cost operations, heifers are worth less.

2. You typically can't pay for a bred heifer from just her calf production — her salvage value must be considered. The net income from around five calves, plus her salvage value, typically is required to pay for a replacement heifer.

3. A replacement heifer's LEV isn't highly correlated to today's calf prices; it's based on future calf prices. Meanwhile, salebarn price is highly correlated to today's calf prices. A replacement heifer's economic value is almost always quite different from her salebarn price.

4. To maximize cow-herd profits, replacement heifers must enter the herd during that phase of the cattle cycle that will maximize the difference between her salebarn price and her economic value in your herd. Profit is made when a heifer's economic value exceeds her salebarn price. Profit is lost when her salebarn price exceeds her economic value.

5. Over the past 24 months, the high cost of replacement heifers has driven the salebarn price to exceed the calculated LEV of replacement heifers, and I've discouraged ranchers from buying replacement heifers during that period. I also doubt the average rancher can make a profit by developing their 2006 heifer calves into bred replacements and calving them out.

