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Feed Prices
Feed prices historically have been volatile.  They change as the price of key ingredients changes.  In the past, high prices of fishmeal were the primary cause of high fish feed prices.  However, grain prices, primarily of corn and soybeans have increased dramatically, pushing fish feed prices to historically high levels (Fig. 1).  Figure 1 shows annual feed prices for the 20 years from 1987 to 2006.  Over this period of time, monthly average feed prices varied from a low of $186/ton to a high of $310/ton.  The 20-year average price of feed (1987-2006) was $232/ton. The current feed prices for catfish are at the highest levels in 20 years.  These high feed prices have resulted in many questions related to managing a catfish farm under conditions of such high feed prices.  This article will attempt to address a number of these questions based on the research that is currently available.  The Aquaculture/Fisheries Center has CDs available with the spreadsheets mentioned in this article.  To receive a copy, please contact Casandra Byrd-Hawkins at 870-575-8123.

How Much Will Costs of Production Go Up with High Feed Prices?
According to the Arkansas catfish budgets, feed costs compose 45-47% of total operating costs (variable costs) and 35-36% of total costs (including all non-cash costs such as depreciation and interest on the total investment in the business).  The 20-year average price of fish feed (32% protein) (1987-2006) is $232/ton.  At this 20-yr average feed price, breakeven prices above operating (variable) costs range from $0.52/lb (60-acre farm) to $0.54/lb (1,007-acre farm), and breakeven prices above total costs range from $0.74/lb (60-acre farm) to $0.68/lb (1,007-acre farm).  In general, catfish costs of production increase by $50/acre with every $10/ton increase in the price of catfish feed.  Table 1 shows the costs of production for feed prices from $225/ton to $400/ton for each of the five farm sizes in the Arkansas catfish budgets.

How Can I Calculate How Much My Costs of Production Will Go Up With High Feed Prices?
The UAPB Aquaculture/Fisheries Center has spreadsheets of the Arkansas catfish budgets that you can use to estimate your costs of production at different feed prices.   The spreadsheets are based in EXCEL and, to run them, you will need to have EXCEL on your computer.  When you open the file, select a tab at the bottom for the farm size range that is appropriate for you.  You will need to enter your farm size, the feed cost that you wish to look at, and adjust any other values that may be different for your farm.  The new breakeven cost of production will appear at the bottom of the spreadsheet.  

How Do I Know Whether I Can Afford to Feed Fish This Year?
The Arkansas catfish budgets have two breakeven costs of production, one for the breakeven price above operating or variable cost and a second breakeven price above total costs.  The breakeven price above total costs indicates the price per pound that you must receive to cover all costs of production, including the non-cash costs of depreciation and interest on the investment (even if you did not borrow money).  So, to be profitable in the long run, the price received for fish sold must be higher than the breakeven price above total costs.  However, you can operate in the short run as long as the price received for fish sold is higher than the breakeven price above variable costs.  So, as long as you think that fish prices this year will be at a level that is higher than what you have estimated as your breakeven price above variable costs, you can afford to feed fish this year.

Should I Change How I Manage My Farm?
Economic theory and our models of catfish economics show that as feed prices go up, farms should use fewer inputs.  In other words, farms will be more profitable stocking and feeding less when feed prices go up.  Catfish prices have the opposite effect; as catfish prices go up, it is more profitable to stock and feed more.  Our analyses have shown that catfish price has a relatively larger effect on how much to change stocking rates than does feed price.  Table 2 shows results of our models of the most profitable stocking density for several different feed prices and catfish prices.  

The decision on how much to stock and feed this year depends upon an estimate of what feed prices will average throughout the year and what catfish prices are likely to be this year.  At a feed price of $375/ton, the profit-maximizing stocking rate is about 5,000/acre if catfish price goes up to $0.75/lb.  However, if price stays at $0.70/lb, the best stocking rate drops to about 4,000 fish/acre.

What Kinds of Things Should I Pay Especial Attention to on My Farm This Year to Operate as Efficiently as Possible?
Improvements in feed conversion ratios are of utmost importance during times of high feed prices.  As an example, if feed costs $250/ton and the farm has an FCR of 2.7, the feed will cost $0.34/lb of fish raised.  However, even if feed is $400/ton, but FCR drops to 1.7, feed cost stays the same ($0.34/lb).  So, increases in feed cost can be offset by lowering the feed conversion ratio on the farm.

Here are some suggestions for improving feed conversion ratios.  Many of these go back to the very basics of good, careful farm management.  

· Be especially careful when feeding.  Slow down and satiate all the fish that are being fed without wasting feed.  

· Pay more attention to water quality.  Maintain adequate chloride levels (50 ppm to 100 ppm is good) and watch closely for signs of disease.

· Never let your D.O. down.  Try to keep oxygen levels above 4 ppm and never below 2 ppm.

· Pay close attention to seining operations.  Use plenty of net, don’t get over-aggressive with dumping the mud line and keep the lead line down.  Large, older fish need to go.

· Be especially vigilant to keep the birds off your ponds.

· Pay close attention to inventory levels.  Multi-batch production is most effective when marketable fish are removed in a timely fashion.

What If I Have Debt Payments to Make This Year?
If you have debt payments to make, those payments become more important than maximizing profits.  The best approach is to work out a detailed cash flow budget for the coming year and look at the availability of cash to make those payments when the payments are due.  The increased feed costs will cut into cash reserves and more fish will need to be sold to cover the feed payments and the debt servicing payments.  You will need to project out when fish will be ready to sell and take a close look at your ability to make the debt servicing payments.  Taking a close look at the numbers and sizes of fish in different ponds will help make decisions as to how to get enough fish grown to market size quickly enough to make the payments.  For example, if the cash flow budget indicates a shortfall of cash in a particular month, it may be possible to thin out a few ponds, leaving larger stockers behind but at a lower density.  Fish grow better at a lower density and this may help to get more fish growing rapidly enough to reach market size when needed to make those payments.

What If I Will Not Have the Capital to Feed All My Ponds This Year at High Feed Prices?
To help make these difficult decisions, UAPB has a spreadsheet that will allow you to identify which ponds you should feed to get enough market-sized fish to make the payments that you need to make.  If you try to feed the entire farm at a lower rate, you very likely will only maintain the weight of the fish, but not get much growth.  It is more efficient to feed some ponds to satiation and get good growth in those ponds than to try to feed just a little across the entire farm.  If you try to feed only every other day, any understocked fingerlings will grow very poorly and you may be sacrificing next year’s crop.  You can use the spreadsheet on the CD available from UAPB to see which ponds you should feed fully every day, to get enough fish to the size needed for sale and to make the payments necessary.

