Farmer’s
Corner

November/December 2004

Number 10

Simplicity - Flexibility
Security - Opportunity

Every oneof uswouldliketolead alife
characterized by the four traits listed
above. Imagine a life of simplicity,
where nothing wastoo complicated to
figure out. Imagine having flexibility--
theability to make choicesthat fit your
needs. How about security? Wouldn't
it be great to know exactly whereyou
stand at all times? Last but not least,
weall want opportunity--the chanceto
improve, to reach for something alittle
better. Inthereal world, however, most
of usdon't havethesequalitiesinevery
areaof our lives. Wouldn'tit begreat,
then, if you could havethemin at least
one area?

How about farm marketing? Marketing
your crops can be an emotionally
exhausting experience unlessyou have
aplanand stick toit. Thereisaway to
take the uncertainty out of marketing
andreplaceitwithamplicity, flexibility,
security, and opportunity. Right now,

m Simplicity - Flexibility - Security - Opportunity
m "Opportunity Replacement"

many producersare choosing between
taking their money out of the market or
leaving it in and hoping the price goes
up.

What if you could haveit both ways?
You can, by selling to get your money
and using optionsto stay inthemarket.

Simplicity-

Complicated contracts often contain
hidden risksthat go unnoticed because
they are hidden by jargon or complex
wording. Staying in the market with
optionsissmple; yousdl your grainand
collect your money. That meansthat no
matter what happens, you will never
receive any lessthan that price.

Then, you cantieyoursdf to thefutures
month of your choosing. You havethe
opportunity to receiveany increasein
the price of that futuresmonth between
thetimeyou signthe contract and when
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the contract expires. Thiscostsalittle,
but that costisall youhaveat risk. You
know the"worst casescenario” up front.

Flexibility -

Stayinginthemarket thisway givesyou
flexibility insevera ways:

= How long doyou want to stay in
the market? (see the next article
for our recommendation)

= How much of your yield do you
want to stay in the market on?
You can sell and collect the money
onyour entireyield but only stay in
themarket on aportion.

m How big arally areyou waiting
for? You can cut costs by tying
yoursdaf toahigher futurespricethan
where the market is currently
trading. Thisallowsyou to spend
lessupfront, but still participateina
large upward price movement.

m How Much Time To Buy? Less is Better
m Coffee Shop



Security -

Inthe unpredictable, volatileworld of grain prices, selling
grainand staying in with options offers some much-needed
stability and security. No onehasacrysta ball that will tell
them exactly what priceswill do from oneday to the next.
Tryingto market cropswithout somekind of planinplaceis
likewaking through mountainsinathick fog. Thereisredly
no way of telling whether the next step will be onto solid
ground or off the edge of acliff. Whenyou sell grain, no
matter what the market does after you sign the contract,
you are compl etely free of downside risk--and when you
stay inwith options, you can receive moreif the market
goesup!

Opportunity -

"What if themarket goesup?' isthe big question that stops
so many fromsalling. Whenyou takealittletimeto think
about it though, it makes alot more sense to take your
money out of the market and get back inwith just atiny
fraction of it than it doesto leave the entire value of your
crop opento market risk. Thegood newsis, you can have
that opportunity, immediate cash flow, and norisk of lower
pricesal at thesametime!

If you could have simplicity, flexibility, security, and
opportunity inevery part of your life, lifewould bevery
goodindeed. Sinceitisunlikely that youwill enjoy themin
every aspect of life, isn't it that much moreimportant to
strivefor these four thingsin the partsthat you do have
some control over?

How Much Time to Buy?
Less Is Better

Whenyou stay inthemarket with options, the potentia for increaseistied to thefuturesmarket. Thismeansthat whenyou
decide how long you want to stay in the market, you are choos ng which futures month you want to receive any increase
from. When making thisdecision, itishelpful to haveabasic understanding of how thefutures market works.

Oneof itsfunctionsisto ration the supply of grainthroughout the season. When thereare ample stocksof grain on hand,
nearby futurespricesarelower than deferred. If thereisashortageof grain (either perceived or actual), nearby futures
priceswill riseto attract grainintothemarket. Becauseanimmediate demand for grainiscausing pricestorise, thenearby
futurespricewill go up higher and faster than the deferred months.

Thismeansthat if themarket ralies, youwill have better performanceif you purchased lesstime; not only that, youwill aso
have spent lessmoney, sinceit costslessto purchaselesstime. Read on for another reason you should seriously consider

buying lesstimewhen you stay inthe market.



"Opportunity Replacement"

Another Benefit Of Buying Less Time

Example 1

You are €ligible to receive any increase above this Prices must now get back to where they were before
level. you begin receiving any increase.

At harvest, you stay inthe market with an option that expires A few months later, prices have moved lower. The market
several months later. Your opportunity for increaseistied must now recover to where it was at harvest before you
to a deferred futures month. The dotted line represents begin receiving any increase.

your base futures price. You are eligible to receive any
increase above this price.

Example 2

As expiration nears, prices have moved lower. You
You are eligible to receive any increase above this can now choose to let the contract expire or
level. purchase more time.

At harvest, you purchase less time. Your opportunity for A few months later, as your expiration date nears, prices
increase is tied to a closer futures month. The dotted line have moved lower. You decide to purchase a little more
representsyour basefuturesprice. Youareeligibletoreceive time.

any increase above this price.

You arenow eligibleto receive any increasefrom the current
futures price level, so you don't have to wait for the market

Your extension makes you eligible to receive any to recover.

increase above the current market.

If you purchase short-term coverage and prices have
not increased as expiration nears, you have a decision
to make; either let it expire or extend it for an
additional fee. We can now offer you thirty-day
extensions to provide even more flexibility at a lower
cost.




The

Holiday Thanks Pl

Shop

As we get ready to celebrate Thanksgiving, Christmas, and the New Year with our friends and family, we are reminded
of how grateful we are to be involved in such good work. The agriculture industry provides one of the most
important services of all to our nation and the world. It is truly an honor to work alongside you in such an important
enterprise, and we hope that this harvest and the upcoming holidays, as well as all the years to come, find you and
your family with much to celebrate and be thankful for.

From our families to yours, thank you.



