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Third Thursday: 2021-22 Crop Marketing Series

Each webinar will include:

|. Educational topic from “Five Common Mistakes in Grain Marketing”
2. Corn and soybean market update (futures, cash, basis)

3. 2021-22 lowa Commodity Challenge marketing plan update
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Third Thursday: 2021-22 Crop Marketing Series

Live at 1:00 pm, also recorded for later viewing

Nov. 18,2021:  Thinking you avoid storage costs when you sell
grain and buy a call

Dec. 16,2021:  Failure to understand and track your basis
Jan.20,2022: The reluctance towards pre-harvest pricing
Feb. 17,2022: Lack of an exit strategy

March 17,2022: Holding grain in storage too long

April 21,2022:  Five Common Mistakes in Grain Marketing:
Wrap-up with Ed Usset.
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ABOUT THE DATA...

Data and methodology...

v'lowa average corn and soy prices, 1989-2021
v"Monthly prices: USDA/NASS

v'Look for strong tendencies (nothing is 100%)
v'Consider large differences (>10%)

é"‘ = Center for Farm Financial Management
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A DIFFERENT APPROACH TO MARKETING

What is a Marketing Plan?

A marketing plan is a proactive strategy to price your grain
that considers your financial goals, cash flow needs, price
objectives, storage capacity, crop insurance coverage,
anticipated production, and appetite for risk

Proactive, not reactive, not overactive

é"‘ = Center for Farm Financial Management
Copyright © 2021 University of Minnesota
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MISTAKE #2: FAILURE TO UNDERSTAND AND TRACK YOUR BASIS

cash price - futures price = basis

In the grain trade, cash prices are quoted as a basis of
so many cents "under" or "over" the futures price.
This practice goes back over 100 years.

é"‘ = Center for Farm Financial Management
Copyright © 2021 University of Minnesota

10



MISTAKE #2: FAILURE TO UNDERSTAND AND TRACK YOUR BASIS

v’ Basis links the general (futures price) to the specific

(local cash price)

v’ Key basis factors include....

= transportation costs and availability
» Jocal supply and demand for the grain, and for grain storage

v Grain basis patterns are broadly similar from one
year to the next

@’ = Center for Farm Financial Management
=2 | Copyright © 2021 University of Minnesota
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Two components make up the local cash price:

Futures Price Basis
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Basis Example

* The difference between the cash price and
futures price. Many factors influence basis:
local supply/demand, etc.

* Example basis:
Cash Price — Futures Price = Basis
$5.52 —  $5.75 =—23¢
$11.85 - $12.30 = — 45¢

Basis = the difference between the cash price and futures price.

The lever
elevators and processors
use to

encourage or discourage crop
movement to the market.




Basis

= the difference between the cash price and futures price.

Example: Corn Futures and
Cash Corn Price

$4.75
$4.50
N VAN :"\‘,
gaon L ke T W R
w7t V' Futures Price
N ’I
$4.00 W, ’,uﬂ’“ e
vy )
$3.75 - NP —a Na N,
$3.50
Cash Price
$3.25
$3.00
#1 #2 #3 #4 #5 #6 #7 #8
" —— MONTH
\__—-\'
15
Basis = the difference between the cash price and futures price.
Example: Corn Example Corn Basis
Cash Cori| %
$4.75 50.10
-$0.20
$4.50 =
A A N AW e
$4.25 I LI [ 7Y -$0.40 !
"\"v V' Future| sos0 M‘f Y
$4_00 ;“ -50.60
24 .nM
#2 #3 #4 #5 #6 #7
MONTH
Cash Price W’ \’ W
$3.25
$3.00
#1 #2 #3 #4 #5 #6 #7 #8
‘ —— MONTH
\__—-\'




lowa July Corn Basis, 1990-2019
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What drives the tendency for cash prices to rise
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54.50
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54.00
$3.90
$3.80
$3.70
53.60
$3.50
$3.40
53.30
$3.20
$3.10
$3.00

Average July Corn Futures and Central lowa Cash,
2016-2020

Futures up 49 cents

Cash up 78 cents
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Central lowa Corn Basis vs. July Futures

Basis stronger by 29 cents,
38% of cash price move
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Average July Soybean Futures and Central lowa Cash,
2016-2020

Futures up 25 cents

Cash up 82 cents

Oct Nov Dec lJan Feb Mar Apr May Jun

Central lowa Soybean Basis vs. July Futures

Basis stronger by 57 cents,
69% of cash price move!

Oct MNov Dec Jan Feb Mar Apr May lJun




Tracking Local

Basis

Spot Futures
Ca_sh Conll Weekly Tracking Table (Old Crop)
Date Price Pri Corn Location: Bondurant
Spot NEARBY
Date Cash ) BASIS
iy Futures Price
Price
10/20/21} 5.07 5.39 Dec -0.32
10/27/21} 5.25 557 Dec -0.32
11/03/21] 5.35 5.64 Dec -0.29
11/10/21] 5.41 5.69 Dec -0.28
11/17/21 ] 5.47 5756 Dec -0.28
11/24/21] 559 | 580 Dec -0.21
12/01/21] 5.43 572 Mar -0.29
12/08/21) 5.67 5.87 Mar -0.20
12/15/21| 5.66 586 Mar -0.20
12/22/21 Mar
12/29/21 Mar
01/05/22 Mar
01/12/22 Mar
‘ ______/' 01/19/22 Mar
S~ 01/26/22 Mar

2021 Harvest Corn Basis &
5 Year Avg. Harvest Basis
at Des Moines (vs. Dec. Futures)
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2021 Harvest Soybean Processor Basis Bids

& 5 Year Avg. Harvest Basis
Des Moines (vs. Nov. Futures)

Basis history can be used to evaluate forward and cash bids
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Basis history can be used to know trends and historical tendencies

Central lowa Corn Basis Central lowa Soybean Basis
2021, 2020 and Five Year Average (2016-20) 2021, 2020 and Five Year Average (2016-20)
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Basis knowledge can help “decouple” marketing decisions

Cash sales and simple forward cash contracts
lock in both price and basis.

Breaking apart the price and basis decision can allow you
to lock in price and basis at different times!

==

24




Crop Marketing Matrix

Basis knowledge can help in marketing tool selection

1. Store & wait

2. Delayed price contract

3. Minimum price contract
(open basis)

= Futures Price -’ S
w N

. Basis contract
. Sell Cash Bushels and

Buy Futures or Call Option
Minimum price contract

(fixed basis)

Strengthen <«——— Basis — E;‘;if:d — Basis ———Jp» Weaken
|
1. Hedge g 1. Cashsalenow
2. Non-roll hedge to arrive a 2. Forward Contract
3. Buy put option ]
2
Down
==
\___-—\'
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MISTAKE #2: FAILURE TO UNDERSTAND AND TRACK YOUR BASIS

Basis continues to evolve and change.
Keep up with the changes.
You must have an opinion!

é"‘ = Center for Farm Financial Management
Copyright © 2021 University of Minnesota
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Third Thursday: 2021-22 Crop Marketing Series

Failure to understand and track your basis

Summary Points:
* Local cash price =
futures price (worldwide factors) & basis (local factors)

e PBasis = Cash Price — Futures Price

* Why track local basis:
* Evaluate forward and cash bids
* Know trends and tendencies
* Help select marketing tools




MARKETING IS NOT EASY!

An approach that works over time is

not guaranteed to work every time.

MARKETING WILL NEVER BE EASY!

U
»

Nothing is 100%
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Corn and Soybean Market Update:
Futures, Cash, Basis
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Weekly Tracking Table (Old Crop) Corn Markets
Corn Location: Bondurant B O i e P T F  E Et
Spot NEARBY March | March | March | May July
Date Cash N BASIS| Cash [Contract |Futures|Futures|Futures
A Futures Price . N . .
Price Contract [ Basis Price Price Price L O T wee e
10/20/21] 5.07 5.39 Dec |-0.32]| 5.22 -0.26 5.48 5.52 5.52
10/27/21] 5.25 557  Dec [-0.32] 5.38 -0.28 5.66 5.70 5.70
11/03/21] 535 | 564 Dec [-029]| 548 -0.24 5.72 577 | 577
11/10/21] 541 | 569 Dec [-028]| 557 -0.22 579 | 584 | 585
11/17/21| 5.47 5.75 Dec |-0.28] 5.59 -0.23 5.82 5.86 5.87
11/24/21| 559 580 Dec |-021] 5.69 -0.17 5.86 5.90 591
12/01/21] 543 | 572  Mar [-029]| 548 -0.23 5.72 573 | 574
12/08/21| 567 | 587 Mar | 020| 567 | -020 | 587 | 589 | 589 || $5.00 T -------omooooooooooooooooooo =—Nearby Futures
12/15/21] 566 | 586 Mar [-0.20] 566 020 | 586 | 587 | 587 R
12/22/21 Mar
12/29/21 Mar
01/05/22 Mar $4.50 oo oo
01/12/22 Mar
01/19/22 Mar
$4.00
021 N21 D21 322 F22 M2 A2 M2 )22
Tables and graphs updated weekly o I SO g B I
1 020
at the Iowa Commodity Challenge ol I [ N
website: http://tinyurl.com/iacrops ol
T — -« _M__________ —®— Basisvs. Nearby Futures ________
021 N-21 D21 )22 F22 M2 A2 M2 )22
‘___—-——/ Basis
| \,..——"\
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Weekly Tracking Table (Old Crop)
Soybean __Location: Bondurant Soybean Markets
$14.00 -
Spot |NEARBY March | March | March | May July
Date Cash | Futures BASIS| Cash |Contract |Futures|Futures|Futures| | ¢y359 | ... ..
Price | Price Contract | Basis Price Price Price
10/20/21] 11.80 | 1246 Nov |-0.65| 12.09 -0.55 12.64 | 12.73 12.79 SRR Aemms s st s e AR S S o -
10/27/21] 1199 | 1239 Nov |-040] 12.19 -0.40 12.59 12.68 12.73
11/03/21] 1204 | 1244 Jan |-040] 12.20 -0.35 12.55 12.64 12.72 $12.50
11/10/21 | 11.82 1217 Jan [-0.35] 11.99 -0.30 12.29 12.40 12.47
11/17/21] 1242 | 1277 Jan [-0.35] 12.58 -0.19 12.77 | 1297 13.02 12,00
11/24/21) 1235 | 12.67 Jan |-0.32| 12.47 -0.30 12.77 | 12.87 12.92 )
12/01/21) 1198 | 1228 Jan |-0.30| 12.05 -0.30 12.35 12.43 12.50
12/08/21| 1231 | 1261  Jan [-030] 12.39 | -030 | 1269 | 12.76 | 1283 | | ¥™%0 7 ~8-Nearby Futures
12/15/21] 1232 | 12.63 Jan | -0.31] 1235 -0.30 1265 | 12.73 | 12.80 mtm=Cash Soybeans
12/22/21 Jan #1400 Frmommesmmeesmeranas =
12/29/21 Jan
01/05/22 Mar $10.50
01/12/22 Mar
01/19/22 Mar $10.00 -+ - . - - - - . .
021 N21 D21 22 F2 M2 AR M2 2

Tables and graphs updated weekly

at the Iowa Commodity Challenge

website: http://tinyurl.com/iacrops
(link at bottom of webpage)

"_____/
\ \r_'——\

vs. March vs. May vs. July

—e— Basis vs. Nearby Futures

D-21 122 F-22 M-22 A2 M-22 322
Basis
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Example 2021-22
Crop Marketing Plans
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2021-22 Iowa Commodity Challenge: Example Marketing Plans

2021-22 Corn Marketing Plan Diverse Marketer (+10% vs. harvest cash)

Details: 75,000 corn bushels from the 2021 crop harvested on October 20, 2021
Must be marketed by #uae35-2822 March 16, 2022

= October 20: Sold 30,000 bushels cash corn at the market: $5.00

= October 20: Sold 15,000 bushels cash corn at the market: $5.00
Bought 3 July corn futures contracts at $5.45; Goal: $5.96 (+10%) or ssme=t March 16.
11/24/21 Sold 3 July corn futures contracts at $5.96

= October 20: Sold 15,000 bushels cash corn at the market: $5.00
Bought 3 July $5.50 corn call options at $0.41 premium; Goal $0.92 (+10%) or s#sme=% March 16.

+ October 20: Store 15,000 bushels cash corn; Goal: +10% vs, harvest cash or 3ase=t March 16, (see “Crop Storer”

schedule)
11/1/21 Sold 15,000 bu. @ $5.53 for 50 cent margin
2021-22 Soybean Marketing Plan Diverse Marketer (+10% vs. harvest cash)

Details: 25,000 soybean bushels from the 2021 crop harvested on October 20, 2021
Must be marketed by #ure35-2622 March 16, 2022

= October 20: Sold 10,000 bushels cash soybeans at the market: $11.76

« October 20: Sold 5,000 bushels cash soybeans at the market: $11.76
Bought 1 July soybean futures contract at $12.73; Goal: $13.91 (+10%) or ssre=% March 16.

« October 20: Sold 5,000 bushels cash soybeans at the market: $11.76
Bought 1 July $12.80 soybean call option at $0.72 premium; Goal $1.91 (+10%) or #sae=t March 16.

\______\ # October 20: Store 5,000 bushels cash soybeans; Goal: +10% vs. harvest cash or ss#me= March 16. ("Crop Storer”
schedule)
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Harvest Cash | + | Gain Goal | + Storage = Price goal
Moevember 51176 - 148 - Bl = $33-00
December $11.76 + 1.18 + 0.12 = $13.06
January $11.76 + 1.18 + 0.18 = 513.12
February $11.76 Ea 1.18 + 0.24 = $13.18
March $11.76 + 1.18 + 0.30 = $13.24
April $11.76 + 1.18 + 0.36 = $13.30
__-———/ May $11.76 + 1.18 + 0.42 = $13.36

2021-22 Iowa Commodity Challenge: Example Marketing Plans

2021-22 Corn Marketing Plan Crop Storer (+10% vs. harvest cash)

Details: 75,000 corn bushels from the 2021 crop harvested on October 20, 2021
Must be marketed by #s+me35-2822 March 16, 2022

e October 20: Store 75,000 bushels cash corn; Goal: Sell at 50¢ gain above storage or sume=t March 16.

Harvest Cash | + | Gain Goal | + Storage = Price goal
November $5.00 +] 050 |+ 0.03 = $5.58 | 11/1/21 Sold 75,000 bu.
m £500 + ) + 686 - 5558 @ $5.53 for 50¢ margin
Farosry \ﬁ\ * 850 + 669 — | 5559
e e e T
iwmreds st - . P05 | - -
Apri + 858 + B8 5568
e - o508 |+ [EEy - | e

*($5.00 [harvest cash] + 0.50 [gain] + .21 [7 months at 3¢] = $5.71
2021-22 Soybean Marketing Plan Crop Storer (+10% vs. harvest cash)

Details: 25,000 soybean bushels from the 2021 crop harvested on October 20, 2021
Must be marketed by Jsne35-2022 March 16, 2022

® October 20: Store 25,000 bushels cash soybeans; Goal: Sell at $1.18C gain above storage or jsme=: March 16.

\______\ *($11.76 [harvest cash] + 1.18 [gain] + .42 [7 months at 6C] = $13.36

2021-22 Iowa Commodity Challenge: Example Marketing Plans

2021-22 Corn Marketing Plan Futures Buyer (+10% vs. harvest cash)
Details: 75,000 corn bushels from the 2021 crop harvested on October 20, 2021 Update: 12/15/21
Must be marketed by #ure35-2822 March 16, 2022 Cash up 66¢ at $5.66
Futures up 42¢ at $5.87

s October 20: Sold 75,000 bushels cash corn at the market: $5.00
Bought 15 July corn futures contracts at $5.45; Goal: $5.96 (+10%) or Ja#e=: March 16.
11/24/21 Sold 15 July corn futures contracts at $5.96

2021-22 Soybean Marketing Plan Futures Buyer (+10% vs. harvest cash)

Details: Details: 25,000 soybean bushels from the 2021 crop harvested on October 20, 2021

Must be marketed by $##e-25-2622 March 16, 2022 Update: 12/15/21
Cash up 56¢ at $12.32
e October 20: Sold 25,000 bushels cash soybeans at the market: $11.76 Futures up 5¢ at $12.80

Bought 5 July soybean futures contracts at $12.75; Goal: $13.94 (+10%) or $sse% March 16.




2021-22 Corn Marketing Plan Call Buyer (+10% vs. harvest cash)

Details: 75,000 corn bushels from the 2021 crop harvested on October 20, 2021
Must be marketed by are=35-2822 March 16, 2022

e October 20: Sold 75,000 bushels cash corn at the market: $5.00

2021-22 Soybean Marketing Plan Call Buyer (+10% vs. harvest cash)

Details: Details: 25,000 soybean bushels from the 2021 crop harvested on October 20, 2021
Must be marketed by #se=35-2822 March 16, 2022

e October 20: Sold 25,000 bushels cash soybeans at the market: $11.77

2021-22 Iowa Commodity Challenge: Example Marketing Plans

Update: 12/15/21
Cash up 66¢ at $5.66
Option up 19¢ at 0.60

Bought 15 July $5.50 corn call options at $0.41 premium; Goal $0.92 (+10%) or #s#=e=t March 16.

Update: 12/15/21
Cash up 56¢ at $12.32
Option down 6¢ at 0.66

Bought 5 July $12.80 soybean call options at $0.72 premium; Goal $1.91 (+10%) or ss#me=t March 16.

2021-22 Iowa Commodity Challenge: Example Marketing Plans

2021-22 Corn Marketing Plan Harvest Seller

Details: 75,000 corn bushels from the 2021 crop harvested on October 20, 2021
¢ October 20: Sold 75,000 bushels cash corn at the market: $5.00

2021-22 Soybean Marketing Plan Harvest Seller

e October 20: Sold 25,000 bushels cash soybeans at the market: $11.76

Update: 12/15/21
Cash up 66¢ at $5.66

Update: 12/15/21

Cash up 56¢ at $12.32

Details: 25,000 soybean bushels from the 2021 crop harvested on October 20, 2021




Leaderhoard

Graphical View Gnd View
Soybeans Com
Player 1022012021 107202021 Balance
(perbu ) (perbu,)
s12.48 $5.66 573628272
1225 $5.68 §732,456.25
§1233 $5.66 §732437.50
51233 5566 §732,437.50
51233 $566 §732.437 50
51233 5566 5732.437.50
$1233 $5.66 §732.437 50
§1233 $5.66 §732,437 50
$1233 55566 5§732.437.50
§1233 §732,437.50
51233 3566 5732,437.50
$1231 $5.66 §73197220
51233 5563 §730.70193
51230 $562 5726604 08
51230 $5.61 §728.56179
s1215 $5.59 §723,108.51
Crop Storer $1233 5552 §721.91336
$1228 $5.49 $719,082.50
Futures Buyer 1180 5550 707,626 71
verse Marketer S11.87 $524 5699,509.04
____/ il Option Buyer S11.70 $5.18 $681,126.71
\—__-\ Harvest Selier 51176 $5.00 $668,876.71

IOWA STATE UNIVERSITY

Extension and Outreach

IOWa CO m mOd ity A' LIVESTOCK ~ WHOLE FARM ~ BUSINESS DEVELOPMENT +  COOPERATIVES »  EN
Cha | Ienge Webpage lowa Commodity Challenge

1I0W. For lows Commadity Challenge market

COMMODITY [ esbiid
marketing plans, please click here.
CHALLENGE e

http://tinyurl.com/ICCtools

IOWA STATE
UNIVERSITY

POF
Topic Presentation Handout | Presenter
1. Intreduction 1o Crop Marketing Video Handoul | Chad Hart, ISU Extension and Outreach
2 Suecessiul Market Planning video Hangou | £d Kordick, lowa Farm Bureau Federation
3. Futures Hedging Videa Handout | £d Kordick, lowa Farm Bureau Federation
4 Futures Hedging and Basis Movement | Video Handout | £d Kordick, lowa Farm Bureau Federation
5. Using Crop Conracts Video Handout | Ray Jenkins, ISU Crop Markating Extension
ucator

6. Working with Your Grain Marchandiser | Viduo Handout | Ray Jenking, ISU Crop Marketing Extension

Educater
7 Basis, Canry and Cost of Ownership Video randau | Steve Jonnson, ISU Extension and Oureach
B Forward Cash Conwracis Video Handout we Johnson, ISU Extension and Outreach
8. Margin Flows Video Handout | Chad Hart, ISU Extension and O
10. Basic Optiens, Intringic and Time Value | Video Handout | Chad Hart, ISU Exwansion and Cutrgach
11. Store Cash Bushels and Buy Put Option | Video Handout | £d Kordick, lowa Farm Burcau Federation
12. Séll Cash Bushels and Buy Call Option | Video Handout | Ed Kordick lowa Farm Bureau Federation
13, Pra-Harves? Markating New Crop Video Handout | Steve Johnsan, ISU Extansion and Outraach
14. Conquer Marketing Concerns Video Handout | Steve Johnson, ISU Extension and Outreach
15. Does Storing Unpriced Crops Really | Video Handout | Steve Johnson, ISU Extension and Outreach

Pay?

View all videos on the ISU Extension and Outreach lowa Commedity Chalienge Vimeo channel

For the UPDATED lows Commodiy Chalienge Markating Too! ¥

For the 2021

FKDOOK, pIGESE CHOK herg

imated Costs of Froduction, piease cick here

the Crop Marketing Matrix (1oois that fit

rent marke situations), please click here

For blank Marketing Planning & Transaction Log Worksheats (editable), pleass click Rere.

_'_'___'_/ Updeted: For the 2021-22 lowa Commedity Chalienge Waekly Tracking Table and Charts (11/2:
\______\ Forthe 2021 lew Crop lowa Commadity Challenge Weekly Tracking Table and Charts (10/20/21), plgass click herg

nformation is also available at www lowarANTDUrEaY com. Quastions? Comact £ Kordick

21), plezsg click herg




Third Thursday: 2021-22 Crop Marketing Series

Live at 1:00 pm, also recorded for later viewing

Nov. 18,2021:  Thinking you avoid storage costs when you sell
grain and buy a call

Dec. 16,2021:  Failure to understand and track your basis
Jan. 20, 2022: The reluctance towards pre-harvest pricing
Feb. 17,2022: Lack of an exit strategy

March 17,2022: Holding grain in storage too long

April 21,2022:  Five Common Mistakes in Grain Marketing:
‘ Wrap-up with Ed Usset.
_——__/
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2021-22 Towa Commodity Challenge

Your invitation:

Join the 20z1-22 1owa Commodity Challenge simulation to practice with real markets
and

see how the strategies qf Diverse Marketer, Crop Storer, Futures Buyer and Call Option Buyer

pevform as the crop year continues.

How to Join:
The follow-up webinar evaluation has question #3 asking if you would like the instructions emailed to you to join
the 2021-22 Towa Commodity Challenge (this also adds you to a group to receive periodic crop marketing
education e-mails from Ed Kordick. Just enter your e-mail address in the box!

OR send me an e-mail ekordick@ifbf.org and I will reply with these instructions!

L S—~
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WHY IS AN IMPERFECT PLAN BETTERTHAN NO PLAN AT ALL?

A plan is a benchmark for
your goals.

If you have a plan, you
have something to adapt
in a changing environment

é"‘ & Center for Farm Financial Management

Copyright © 2021 University of Minnesota 47
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Third Thursday:
2021-22 Crop Marketing Series
/ Join me next time:
. Jan. 20, 2022:
The reluctance towards
\__./“'\ pre-harvest pricing
Ed Kordick [
Farmer Education Program Manager ".
ekordick@ifbf.org IOWA FARM BUREAU
www.iowafarmbureau.com
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