
“BUILDING A MARKETING PLAN” M 

CHALLENGES & OPPORTUNITIES” 
Managing Risk & Optimizing Returns  

 



  Why Have A Marketing Plan? 

 Managing Price Risk 

  optimizing returns for your farm 

Managing Logistics  

  Making certain that you have space when  

  it’s needed. 

Managing Cash Flow 

  Have timed sales prior to the periods of  

  great cash requirements, so you never  

  need to “make a sale”, in bad prices  

 



Crop Selection  



Taking the Long View 

 3 year transaction 

window. 

 Old crop from 

storage 

 New crop from  

 field 

 New +1 



2015 Soybeans: Futures Carry 



2014 Soybean: Futures Inverse 



In A “Carry” Market 

 Nearby supply is assured, so we want to be 

sellers of the risk premium. 

 This is when we weight our book with forward 

sales. 

 Growers with storage sell forward delivery 

slots to earn returns for storage, 

 Growers without storage make a higher 

percentage of forward contracts. 

 BAD time to roll basis contracts. 

 



IIn An “Inverse” Market 

 It pays to be patient.  (this is when the guys 

with no plan get ahead). 

 This is the safer time to roll basis contracts,  

work the spreads to optimize basis gains on 

rolls. 

 



Setting Realistic Targets 



Monitoring Seasonals 



Seasonal Demand Cycles 



US & Canadian Basis 

 Ultimately we believe that grain trades in a 

US dollar value, and that the Canadian / 

US exchange rate is a risk which we need 

to manage. 

 World Export Markets Trade in US Funds 

 The US Market Trades in US Funds 

 Our Hedge Mechanism Trades in US Funds 

Therefore, internally we operate in US values, 

and express our prices to domestic customers 

in Canadian funds  



Effect of Exchange Rate On Cash Basis 

 In US Funds 

 

 Nov Beans  

   SX16 = $8.76 

 US Basis =$ -0.03 

 US Cash  =$ 8.73 

 In Cdn Funds 

  CD@ $0.69 

$8.73/0.69=$12.65 

 Nov Beans 

   SX16 =$8.76 

 Cdn Basis=$3.84 

 CDN Cash =$12.65 

 

 



Effect of Exchange Rate On Cash Basis 

 In US Funds 

 

 Nov Beans  

   SX16 = $8.76 

 US Basis =$ -0.03 

 US Cash  =$ 8.73 

 In Cdn Funds 

  CD@ $0.74 

$8.73/0.69=$11.80 

 Nov Beans 

   SX16 =$8.76 

 Cdn Basis=$3.04 

 CDN Cash =$11.80 

 

 



Converting Between US & CDN Basis 



Grain Contracting  

 There are a variety of different styles of grain 

contracting options available in the industry. 

 Flat price 

 Basis Only 

 Grain Pricing Orders 

 Futures First – Hedged to Arrive 

 Minimum Price Contracts 

 Using options as price insurance 

 

 



Flat Price Contracts 

 Futures and basis both fixed. Ie; 

  Nov Soys SX16  = 8.76 

  Basis   =  3.51 

 Fixed Contract Price= $12.27 

 All delivery terms, (grade, time, FOB point are 

established). 

 Ultimately everything turns into a flat 

priced contract 

 

 



 Basis Contracts 

  Only the Basis is established, futures float 

with corresponding futures market.  ie. 

 November soybeans at $3.64 

Can be utilized either prior to delivery or after the 

product is shipped. 

Ownership of the grain changes hands with the 

basis being established so storage charges 

cease, and grain can be shipped. 

Purchaser then buys corresponding futures 

contract and ships grain as if it is a flat price 

purchase.  



Basis Contracts  (continued) 

 Best Utilized when futures are inversed.   

 In a “full carry” futures market they cost just as 

much as storage. 

 Grower traditionally gets a 60% advance upon 

delivery and balance when futures are fixed.  

(the hold-back covers margin requirements). 

 Over used by growers who are reluctant to 

make a decision. 

 



Grain Pricing Orders 

 Is a signed agreement to price grain at a 

predetermined value. 

 Any combination of futures and basis which 

arrive at the pricing order value create the 

contract. 

 Ownership does not transfer unless the 

Pricing Order fills and becomes a contract. 

 Every Producer should have GPO’s active at 

all times. 



Hedge To Arrive 

 Used only for product which is yet to be 

delivered.  “To Arrive” 

 Also called Futures First contracts. 

 Futures price is established but the basis is 

not priced. 

 Basis has to be established on or before the 

date of delivery. 

 Essentially, the buyer carries a futures short 

for the vendor.  Very risky if futures run higher 

 A fee is charged up front to cover margin 

requirements at futures exchange. 



Hedge to Arrive  (continued) 

 If futures drop and 

basis rallies. 

 Example: 

 HTA @SX1 = $9.00 

 Futures drop to $7 

 Basis could rally to 

 Option (4.00) 

The grower gets 

$13.00 

 If futures rally and 

basis drops 

 Example: 

 HTA @SX12= $9.00 

 Futures rally to $12. 

 Basis could drop to 

 $2.50 under 

 The grower gets 

$11.50 in a $14.50 

market. 



Minimum Price Contract 

 Is a flat price sale contract with a call option 

attached in order to give the vendor the 

chance to capture price rallies after the sale 

date. 

 The flat price contract is reduced by the 

premium cost of the selected call option. 

 New crop soybeans are flat priced at $12.00 

 A $13.00 call option costs $0.20 

 The grower gets a minimum Price Contract at 

$11.80 

 



Minimum Price Contract (continued) 

 At some point before delivery, (and the 

expiration of the call option), the call option is 

sold and the value added back to the 

contract.  (which is then flat priced) 
 Our $13.00 soybean call option is sold for $0.30 

 The $0.30 is added back to the $11.80 minimum 

price contract. 

 The grower delivers against a $12.10 flat price sale. 

 Only as good as the ability to time the option 

execution. 

 Manage risk on long forward sales 



Utilizing Call Options 

 Call options are a useful “after-sale” tool to 

enable seller to earn back some margin if 

futures rise after the sale. 

 In a “full carry” futures market, buying calls is a 

good option instead of basis sales.  The cost 

less than the 40% hold-back and accomplish 

the same thing. 

 “boxing” calls makes them cheaoer to buy & 

use. 

 Never let them expire. 



Marketing Plan for 2016 

 We are in a carry market, so 2015 crop should be 85% booked for 

deferred deliveries.  (April through July) 

 New crop wheat should be 25% to 35% forward contracted, 

based on the fall seasonal, wwith plans to book another 25% to 

30% on spring weather market. 

 Catch the tail end of the winter soybean seasonal and low dollar 

to book 25% to 50% of new crop soybeans 

 Futures carries have new crop corn very near the market’s 

targets, should be started booking 2016 crop corn.  Harvest and 

deferred delivery slots 

 Have a few Grain Pricing Orders in for 2017 crop at the round 

numbers.  $12.50 soybeans, $5.50 corn etc. 

 



Questions ?ontracting 


