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Corn & Soymeal Options — Calls?

An option contract gives the owner the right, but not
the obligation, to buy or sell a futures contract at a speci-
fied price within a specified time. The specified price is
called the strike price. A call is the right to buy a futures
contract.

For a cost, a call guarantees a minimum price to buy
a commodities contract in the future. Options are based
on the “underlying” futures contracts, so an option con-
tract for corn is 5000 bushels and soybean meal is 100
ton.

The underlying December 2009 corn contract below
closed at $3.19/ bushel. Corn options trade in $0.10 in-
tervals (to save room, we show various intervals below).
The underlying December 2009 soybean meal contract
closed at $289/Ton. Soy meal options trade in $10.00
intervals.

Strike prices for each month are in bold print un-
der the headings “Corn ($/bu) Options — Calls” and
“Soymeal ($/Ton) Options — Calls.”

The “at the money strike price” (the Dec. 2009 op-

Prices change daily. The market data below are compiled weekly by
Farmshine, using CME and USDA reports and the Center for Dairy Excellence
Scorecard. This market information is an example for educational purposes.

A

tion with a strike price closest to the un-
derlying futures price) is $3.20 for corn
and $290 for soybean meal.

Option prices are set by willing buy-
ers and sellers at auction on the CME.
The cost to buy the option contract (pre-
mium) is listed in lighter print to the

right of the strike price for each month. fe<? ALAN ZE,Zﬁ
A December 2009 corn call at the $3.20 ‘"y Management
strike price sold for $0.204/bushel. Co;ﬁ?gzﬁm

A December 2009 soybean meal call 717-420-7448
at the $290 strike price sold for $21.30/ azepp@centerfor

ton. The more time that is left until the dairyexcellence.org

option expires, the more it will cost.

Dairy LGM, sold by approved crop insurance agents,
is essentially a put option on milk and a call option on
corn and soybean meal bundled together.

The LGM policy for one month will cost about the
same as the milk put, corn call and soybean meal call
for that month. It can cover from one to ten months of
production. The LGM policy can be tailored to cover
all or part of the milk production and feed use on farms
from 12 to 1200 cows. As always, your questions and
comments are welcomed.

CME DAILY FUTURES & OPTIONS TRADING — SEPTEMBER 1, 2009 CLOSE

AUG-09 SEP-09 OCT-09 NOV-09 DEC-09 JAN-10 FEB-10 MAR-10 APR-10 MAY-10 JUN-10 JUL-10
CLASS Il MILK FUTURES ($/CWT)
r’l 11.20 12.25 12.32 12.83 13.00 13.35 13.45 13.46 13.98 14.11 14.53 14.75
WEEK AGO
11.21 13.04 13.48 13.48 13.65 13.93 14.05 14.11 14.59 14.59 14.98 15.28
------------------------- HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRED  -----srereemeeemeee
20.836/08 20.98 6/08 20.80 6/08 20.60 6/08 20.64 6/08 20.30 6/08 19.89 6/08 19.75 6/08 19.60 6/08 19.50 6/08 19.20 7/08 19.20 7/08
10.24 7/09 1110 709 11.96 7/09 12.80 8/09 13.00 9/09 13.23 /09 13.318/09 13.418/09 1358 8/09 13.82 8/09 14.49 8/09 14.75 9/09
MILK BASIS ($/CWT) — SELECTED NORTHEAST & MID-ATLANTIC STATES (2008 Historical Reference)
PA 2.38 2.37 2.87 3.19 3.01 3.40 3.19 3.32 1.94 2.23 2.63 2.61
mc= NY 1.44 1.39 1.79 217 1.97 2.32 2.1 2.32 1.04 1.43 1.57 1.61
Milk VT 1.44 153 1.99 227 1.99 2.38 2.15 242 1.10 1.39 1.69 1.71
Income  NJ 1.18 1.17 1.67 1.99 1.81 2.20 1.99 2.12 0.74 1.03 1.43 1.41
Loss DE 1.80 1.79 2.29 2.61 243 2.82 2.61 2.74 1.36 1.65 2.05 2.03
fgf{;‘”“ MD 1.76  1.75 2.25 2.57 2.39 2.78 2.57 2.70 1.32 1.61 2.01 1.99
MILC OH 1.26 1.33 1.91 2.3 2.23 2.32 2.15 2.34 0.98 1.25 1.51 1.63
(not WV 1.20 1.19 1.69 2.01 1.83 2.22 2.01 2.14 0.76 1.05 1.45 1.43
isshg:/t/(j) MILC PAYMENT ($/CWT) FORECASTS Based on Futures as of Fri., Aug. 28, 2009
phont 164 124 059 048 032 026 009 000 000 000 000 0.0
at§1.54 GLASS Il MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
11.000.00 12.250.16 12.250.33 12.75 0.48 13.00 0.60 13.25 0.64 13.250.66 13.250.71 13.750.78 14.00 0.91 14.50 1.03 14.25 0.86
DEC-09 MAR-10  MAY-10 JUL-10 0CT-09 DEC-09 JAN-10  MAR-10
CORN ($/BU) OPTIONS — CALLS E_xampl_e SOYMEAL ($/TON) OPTIONS — CALLS
2301001 2401044 2.501.052 2.60 1.057 PI?ally Strike 2803105 2703380 2703365 2703495
2600713 2800692 2900731 3100693 1CE/PremUM 990 2305 2902130 2902205 300 2055
3.200204 3.200424 3.400424 3.700.390 310 1110 320 970 320 1110 340 9.90
3.700090 4.300.100 4.700.103 5.200.100 350 180 390 150 400 140 450 1.75
CORN FUTURES ($/BU)
SEP-09 DEC-09 MAR-10 MAY-10  JUL-10 SEP-10 DEC-10 MAR-11 MAY-11 JUL-11 SEP-11 DEC-11
3.122 3.192 3.324 3.414 3.500 3.582 3.674 3.796 3.866 3.930 3.894 3.856
WEEKAGO
3.214 3.266 3.404 3.496 3.582 3.660 3.746 3.872 3.942 4,002 3.970 3.936
SOYMEAL FUTURES ($/TON)
SEP-09 OCT-09 DEC-09 JAN-10 MAR-10 MAY-10 JUL-10 AUG-10 SEP-10 OCT-10 DEC-10 JAN-11
( 3517 2067 2887 2869 2853 2825 2835 2825 277.0 2655 2655  264.5
h WEEK AGO
358.0 308.5 298.5 295.7 292.7 288.0 288.7 287.2 281.7 269.7 269.2 268.2
MILK MARGIN — LATEST PSU VALUES — JULY 2009 CME DAIRY CASH-SETTLED FUTURES ($/LB) 09/01/09  SPOT CASH
10FC = FEED COST IOFC ($/COW  MILK MARGIN AUG SEP OCT NOV DEC JAN FEB  9/01/09
Income ($/COW @65 Ibs milk) @65Ibsmilk)  (as$/CWT)  NFDM 0875 0920 0976 0976 0990 1.039 1020  0.9950
Over  CURRENT*  4.08 4.37 6.72 WHEY 0295 0.300 0290 0.300 0.295 0.295 0.285 N/A
Feed  prev MO 425 413 6.36 BUTTER 1.205 1.180 1.230 1.240 1.260 1295 1310  1.1700
Cost  YRAGO 573 8.19 12.59 CMESPOTCHEESE: 40 LB BLOCKS 1.3475 | BARRELS 1.3150
* ANNOUNCED FEDERAL ORDER PRICES ($/cw1) CURRENT FEDERAL ORDER VALUES ($/1B)
NEW CL1ADV CLASS Il CLASS Il CLASS IV ALLMILK U.S.* ALL-MILK PA* WK ENDING 08/21,/09 JULY 2009
A Price i 10.93 (ser) 10.87 (wur) 9.97 wuL) 10.15@uL) 11.80 (AuG  13.20 (AuG)* PRODUCT VALUE MAKEALLOW NET  COMPONENTS
nounce MONTHAGO CHEESE 1.2311 0.2003 1.0308 PROT 1.6970
10.04 10.79 9.97 10.22 11.30 13.00 BUTTER 1.2158 0.1715 1.0443 B.FAT 1.2438
YEARAGO NFDM  0.8695 0.1678 0.7017 N.FAT 0.6677
17.65 16.81 18.24 16.60 18.40 20.50 DRYWHEY 0.2938 0.1991 0.0947 OTHER 0.0949
Pricc  CATTLE FOR DAIRY PURPOSES ($/HEAD) NORTHEAST (Average of USDA-Reported sales — New Holland, PA — Aug. 26, 2009)
averages COWS: Fresh Bred Springing HEIFERS: Bred Springing Open: 300-600 Ibs  600-900 Ibs  900-1200 Ibs BULLS (600-1200 Ib)
igglggé 1075 N/A 1035 1015 1365 615 815 950 725
lower-end FOUR WEEK AVG
‘common’ 1170 885 945 1055 1275 695 865 950 775
opwsand Avg, of pices ;?.?&'Jiﬂ;’_yzlf.‘gﬁp“t’f"{,"553'5’“ for EED.HO';T?'N STEERS ($/CWTLIVEWEIGHT) CURRENT ~ WKAGO  YRAGO
CULL MARKET COWS (5, CWT LIVEWEIGH) hoice & Prime 1250-1550 Ibs 72.00 72.75 84.75
bbb - u BULL CALVES: No. 1 & 2, 85-130 Ibs 75.00 72.35 78.50
remium Ite reakers oners ean
N/A 52.00 49.00 45.00 brouaght to vou by:
/}ﬁ% R — Y= ) el P ——— gnt1o you by .
drossh 51.75 51.00 4810  44.10 L N ) it )
RS — YEARAGO ---mmmmemmmmmmommmeeees \W/} DairyexceLLEnCE RMA EAR VIS H | EE pennsylvania
69.75 66.00 62.50  58.50 = —_—— gy T




