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Think
different

© Wlth dew-coop corn

: potentially dipping belooe
i 35, ther= are fears §4

i ¢wuld b= oearby. That
siynals storing unsaold
grain, or badkding up aales
: with call ophons to

- capitalize on price rallles,
- nays Garln McPharaon,
consubtantfanabyst wlih
I in Ch:l;agﬂ.

“AIy functom e Lo
make tha farnker-1lieoL
arcnuintalle, bu realise
whiora thilagy are and b
Tiawe thews juabe a ded-
#lon," T HHYH, "t ].-uu'r:
© ot aelling Loday fwith
* e pri.-l.'-eu]. yuu should
b inn & protection miode.”

o

Ken Mothon's avecape cucn price this moar was about 55 per
¢ bushel, including $5.57 put options that helped capLure
demeieard shilis in fubures prices.

Manage
your margins

Tie praduction gosts and pricing
decisions together,

By Larry Stalcup Horton 15 part of the Kendale

: Farm partnership, wihich toical b
postive returm b all Ket Mor-  © geowes %00 Eo 7,000 2res ot field
ton asks for from Al Bronson, @ corn, 600 acres 0d s==d com and
tich, farm. Hes puirsues that ¢ 1,200 to 1,300 &rred of sopbeans.
by raximizlihg margin man-  : Most cont presducton is marketed

agement to march Input costs with thraugh the heg program. “We mn

marker trerwls oh hls com, soybean ¢ 1,425 ot and produce 32,000

and hog operatlon, Pas A wear” Morton says. “We finksh
afacdat G000 and sell the balance.
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* dan't look for a set margin of
cost plus 10% to 15%." he says, "NMaore
than that, | look at potential sales
of my hage as ralates to my cost of
praduction. IF you know roughly
what yaur cost Is, then taking steps
to obtain potentlal prices is mone
attractive”

While rmast feld com is marketed
through the hogs, futures or options
back up seed-corn sales to Pionear
Hi-Bred. "Dwir average cofm price s
about 56 per bushel Norton says.
That includes 55,50 put options that
can help capture downside shifis
in futures prices

Boans are markéted with cash
sales to a local elevator. Sales for
2013 beans are in the upper 511 per
bushel to mid-5125 " priced about
two-thirds of cur conservative yield
projection of about 45 bushels,”

b g3y,

Mertan keoks at marging over just
prices. "1 like to price fertilizer and
other inputs earhy, but in making
crop sales, it's mot as direct a correla-
tion as it {4 with buying hog inputs
and making sales” he say. "l meet
with my consultant 1o lock at corn
and bean pricing opportunities”

He talks weekly with Gavin
McPherson, consultant/analyst with
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July Seurces Graph Caurnesy CIH

This sample CTH corn Margin Watch graph illustrates how a §4.90 December
futures price in late July had a margin of 20 centa over production costs,
compared te a $2-plus margin when the price was about 32 higher Last fall
heading into January. (The top chart is based on & typical Midwest farm
averaging 183 bushels per acre yield, with aperating cost of 4573 per acre
and land coet of $240 par acre. Its left-hand column registers § per bushel
margin over costs. The lowar chart shows the average profit percentile

for July prices over the past five years. For example, at $4.80 for the 2013
December corn contract, & typical Midwest producer could attain a margin in
the 13th percentile of the past 10 years. That’s about $2 Jower than the T5th
percentile that same producer could have attained last Septemher through
Dacember when December 2013 corn was about $2 higher,
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ClH in Chicago. CIH emphasizes mar-
gin management. [t walks producers
throwgh a process of identifying a
Farm's input costs, yield potential and
ewvirall financlal goals, than advises
tharm o and when to lock in

1 amargin.

"I starts with determining inputs

y ' |
. T ! as accurately as possible” McPherson
iy, says. "We plug them into a margin
cabculator using a historical price and
basis formaty

From there, production cost |s
measured against current prices and
future prices. "We look at margins in
‘percentiles,” McPherson says, adding
thar margin percentiles don't neces-
sarily match the percentage of price
over o under production costs,

Far exarmple, December 2013
com futures at 54.80 on July 34 was
the lowiest price level for the last
10 marths, “At 54.80 for the 20713



Decernber com contract, a typlcal
Midwest pracucer could attaln o
margln of about the 13th percentlle
of the past 190 wears,” McPherson says.
“That was about 52 higher than the
75th percenitibe thiat sarme pradacer
cauld hawe attalned last September
Lhrouah Decerm ber wehen Decemiber
2113 com was about 52 higher”

LIHS Margin 'Watch newsletter
Loes a typical ceatral llinors fam
meodel ta show producers foture
cpportunitles, An examiple of carn
margins uses niversity of lllinoiz
data that currently projects average
vield: at 1B3 bushels per acre with
estimated noreland operating cost ar
5573 pot acre ard land cost at 3240
per acre, MdPherson says. They also
SCCOUnT Tor neme-¢ e basis, which as
of rmid-Iuly wwas offered at 13 cents
unger the Decernber 204 3 futures
£oriract.

Thal clala 15 uges far CIHS Mangin
Wetch newslatter calculation, whidh
Is & mare ganerkc benchmark. Hioe-
2¥er, in its crop-mamin consalting
service, TIH slicaws a praduset hiz
frwsard-margin opportunities based
an a maodal bullt specifically fior hils
Tl Gpeer AT BCOr RPN Wser-
defined variables.

Ligirg theese Agures and measur-
ing Decembar 2013 corn futures at
abraut 54,27 et bushel i babe July,
the margin was about 26 Cents owear
prod uctlon costs, McPhetson saws,
compared to a $2-plus profit margin
last fall and inko Januar

Sovhean margins were a little
hkgher. Uslng the same Illmals faras
SeErErn, dyverage bean yield s 53
bushals per acre, hon-land cperating
cosl is 5373 per acre, and land cost
is about $240 per acre. The forward
bragis offer ar the time was 17 cents

¢ under the Mavember 2013 futures
contract. With Movember 2013 5o
bean futures at about $12.80, the
ravargin veas about %150 cwer pra-
duction costs, at the 40th percentile
of the pasl 10 wears,

&5 with com, actual margin malcu-
latlar |s based an a soybean rmosd el
built specifically For a particular farm
and farmer.

Early 2014 crop cosk estimates (§ per acre)
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These estimales llugteale the need tu manaye your margins.
¥ou can aea tha incraapa of non-1and coot of production by

crop rotatiom glnce 20407,

Morton takes a cansemvatlive
approach in crop sales, And he's
loyal ko revenue probection insur-
ance, We're usually [ dhe 75% o
£5% range In coverage;” he avs e
always consider that whan 1 discuss
marglns with Gavin \McPhersond.

i Every week we ok al whers vwe
: arg, what opportunities are there for

further sades ar stovadwe, then analyze
what might work best for me.”

With price pressure sendling reew-
crop corn quickly bebaw 35, there are
fears %4 can anly be rearby. That slg-

nals starlng unsald graln, o backing
up sales with call options to Gpital-
1ze an parices eallies, MCPherson savs.

“My function is to make the
fammet-client accountable, fo realize
wihere things are and to hawe themn
rake a declslan,” he says. “If you'te
not selfing today twith lower prices],
wioul shauld be In & protection
mode” ]
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