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Make Good Us of Merchandising Lessons

Every new crop givesusthechanceto
apply lessonslearned from marketing
past crops.

Here are a few marketing rules of
thumb that havemadethemselvesclear
over thelast several years.

1. Most of the time, prices for a
particular crop reach ther highest
at some point before that crop is
harvested.

One of the biggest reasonsthisistrue
Is that prices after harvest must be
reduced by the costs of storage and
interest. Inother words, if the cost of
holding acrop after harvest is4¢ per
month, then four monthsafter harvest
the pricemust haveincreased by more
than 16¢ per bushel to produce any
extramoney whenthe cropissold.

Another reasonisthat pricesavailable
before a crop is harvested, or even
planted, are based on peoplesopinions
about amillionfactors, or artificialy
pulled up by issues with the current
crop, and haveno bearing inredity.
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Obvioudy, thereareexceptionstothis
rule of thumb. This last year, for
example, certainly rewarded thosewho
stored cropsafter harvest. However,
over alifetimeof farming moremoney
islost than earned by selling crops
after harvest.

2. Without aplan, high pricesdon't
necessarily result in moreincome.
Chances are many of you know
someonewho didn't sall, or didn't sell
enough, during therally. It'shardto
sl ontheway up, and even harder on
theway down.

Thosewhoroutindy meketoughsdling
decisonsusudly rely on someform of
discipline, often awritten plan that
says, "whenthepricegetsto X, | will
sl Onceasimple, writtenplanisin
place, it's much easier to set up
disciplined processesto set that plan
into action and havethe plan executed
automaticaly, with no opportunity for
the second-guessing and what-iffing
that causes so many to put off
important decisions.
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3. Low prices don't necessarily
mean lessincome.

If you arefaced with lower pricesbut
subgtantialy higher yields, chancesare
your incomefromthecropwill bemuch
better than it might seemat first glance.

Yields make a big difference in
profitability, and higher yield/lower
price years usually result in better
returnsthan lower yield/higher price
years.

Take alook at the worksheet on the
next pageto figureyour return on 2004
crops.

4. Staying in the market after
harvest alwayscosts, but it can be
risk-free.

Unfortunately, storing grain after
harvest offers no guarantee that the
price won't go down. The option
market offers a much better
opportunity; for acost that issimilar
and in some cases lower, you can
participate in higher prices and be
completely protected against lower
prices- the best of both worlds!
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Thiswor ksheet will help you figurethevalueof your crop based on forwar d contracting results, bushelsleft to
sell at current prices, and farm paymentsfrom other sour ces. If you haveany questions, giveusacall.

WHAT'S THE VALUE OF YOUR CROP?

Yield Per Acre
X Total Acres
Total Bushels to Market

Bushels Forward Contracted
X Average Forward Contract Price
Income from Forward Contracts $

Today's Cash Price

+ LDP

Current Market Price

X Bushels Left to Market
Income from Remaining Bushels $

Direct Payment per Acre
X Total Acres
Income from Direct Payment $

Other Payments per Acre
X Total Acres
Income from Other Payments $

TOTAL CROP REVENUE $

Cost Per Acre
X Total Acres
TOTAL CROP COST $

TOTAL NET PROFIT $

NET PROFIT PER ACRE $




The Cycle Of Inaction

Don't Let It Happen To You

One of the most dangerousthingsyou can doisto do nothing at all. Inaction leadsto indecision, which leadsto the
breakdown of discipline, whichinturnleadsto bad decisons. We' veall known someone (or maybe even been the person)
who'schosento“wait and see” instead of taking somekind of positive action, only to watch asopportunity dipsaway.

Taking action doesn’t necessarily mean just selling grain. 1t means having aplan that putsyou in aposition to take
advantage of opportunitiesand get grain sold whenthetimeisright. 1t'seasy tosay, “I’ll sell whenthepriceisright”, but

if you haven't taken any action ahead of timeto decidewhat the
right priceisand get aplantogether, it ssometimeshard to actudly
pull thetrigger when thetime comes.

That’swhy it’simportant to take some kind of action ahead of
time, likeputtinginatarget. Having aplan encouragesdiscipline,
helpsyou stay focused on your goals, and helpseliminate the
desiretoget “just alittlebit more” that can cause you to get off
track and missopportunities.

Doing nothing isdangerous, whether it'sfailing to put in targets
beforeharvest or storing grain after harvest. Taking poditiveaction
will keep you out of that trap and get you closer to your godls.
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"I have my own bins; does any of this apply to me?"

Any of the marketing alternatives we talk about in this
newdetter apply just aswdl tograinput infarmbinsat harvest
asthey doto grain brought to theelevator. If you haveyour
ownbins, dl the principlesof profitable marketing apply. The
only differenceisinthe
delivery period.

Theimportantthingto
remember isthat bins
areatool, just likea
combine or tractor.
They allow you to
proceed with
harvesting at your
convenience, without
the need to wait in
linesat theeevator.

In some casesthey enableyou to sell at apremium for
after harvest shipment, but they should not be considered
amarketing tool inand of themselves.

Storing unsold grain at homemay cost lessthan storing it
commercidly, but the samepitfalsof storagetill apply;
you'redtill putting equity at risk by carrying grainwith no
priceattachedtoit.

We accept Target Contracts for any delivery period.
Please do what you can to make themost of your binsby
entering targetstolock in profitable pricesfor after harvest
adivery.

P.S. - You can aso enter Target Contracts for a later
delivery periodfor grain stored with us.



Old Crop is g™
a Burden %
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History showsit clearly, and thelast threeyearsor so haverealy hammered the point home. Storing old crop grainsmply
doesnot pay. Not only doesn'tit pay, it costs, and in morewaysthan one.

Old Crop is a burden financially - Storing grain meansincurring coststhat continueto mount up every day until
thegrainissold. Over the past few years, the costs of storage combined with falling prices have produced very poor
resultswhengrainisfinadly sold.

Old Crop is a burden mentally - Producers who are still trying to make a decision about old crop bushels are
effectively crippled for making any plansfor new crop. Anold crop position hasaway of consuming all available mental
resourcesuntil somedecisonismade.

Stored old crop consistently accomplishestwo things; it decreasesin value, and it effectively thwarts good new crop
marketing decisions by being aconstant source of stressand worry. We strongly encourageyou torelieveyourself of the
burden of old crop by turning graininto money at harvest. You'll beamazed a how much of arelief it isto be storing money
instead of grain.



