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Margin (account)

Webster s dictionary lists five definitions for “margin.” This
is number four. “4 a : the difference which exists between net
sales and the cost of merchandise sold and from which expens-
es are usually met or profit derived; b : the excess market value
of collateral over the face of a loan; ¢ (1) : cash or collateral

“performance bond.” A dairyman’s definition of4 a : is “milk

A A

D10 excep ere noted
that Joe and all intermediary parties keep
enough money in the brokerage account to
maintain this performance bond (margin) at
all times. This is the maintenance margin.
The monthly brokerage account statement
tracks any increase or decrease in the value

that is deposited by a client with a commaodity or securities ©f the contract. ":ilﬂ' ALAN ZEPP
broker to protect the broker from loss on a contract; (2) : Feb. 26-27 is the next sales period for Dairy | - Risk
the client’s equity in securities bought with the aid of credit ob- ~ Gross Margin, Whlfh is an insurance program <5 Management
tained specifically (as from a broker) for that purpose; d : arange ~ that can protect Milk Income over Feed Program
about a specified figure within which a purchase is to be made.”  Costs” (margin) through Dec. 2010. March Coordinator
Another way to describe definition ¢ (1) is the “good faith” 15 15 the deadline to enroll and make policy 717-420-7448
money required to trade a futures contract, also known as  changes for most spring crops including new azepp@centerfor

AGR Lite policies. dairyexcellence.org

income over feed costs” for every 100 pounds of milk. 20 Announced Class lll Futures Prices — Contract Date May 2010
Commodity brokers, clearing members and ultimately the f
Chicago Mercantile Exchange (CME) Clearing House all Daily Settled price
require customers to deposit funds as a performance bond
(margin). This helps to ensure the financial integrity of brokers, €
clearing members and the exchange as a whole. Before Joe |2
Dairyman can sell a Class III milk contract, the CME requires | ™ . ol ?
that his brokerage account has enough money to cover the ini- Fuge Third Sash L L -
tial performance bond (margin). This is the initial margin. The
United States Securities and Exchange Commission requires PV o AT
Prices change daily. This market information is an example for Botiomn Third Ganks
piuestons pieses T TEpit e el e Sarupled e |11 song a310s 1asit
CME DAILY FUTURES & OPTIONS TRADING — FEBRUARY 16, 2010 CLOSE
FEB-10 MAR-10 APR-10 MAY-10 JUN-10 JUL-10 AUG-10 SEP-10 OCT-10 NOV-10 DEC-10 JAN-11
| CLASS Il MILK FUTURES ($/CWT)
i 1420 13.51 13.11 13.22 13.62 14.19 14.80 15.30 15.37 15.17 15.18 14.95
WEEKAGO
1419 1367 13.30 13.37 13.89 14.62 14.92 15.32 15.30 15.17 15.16 15.07
------------------------ HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRED  --rerercmecess-
19.89 6/08 19.756/08 19.60 6/08 19.50 6/08 19.20 7/08 19.20 7/08 18.00 908 17.20 10/08 16.26 1/10 16.03 1209 16.05 12/09 16.33 7/09
13.318/09 13.282/10 13.052/10 13.22 2/10 13.62 2/10 14.19 2/10 14.80 2/10 14.90 1/09 15.05 1/09 15.17 2/10 15.16 2/10 14.952/10
MILK BASIS ($/CWT) — SELECTED NORTHEAST & MID-ATLANTIC STATES (2008 Historical Reference)
PA 319 332 1.94 2.23 2.63 2.61 2.38 2.37 2.87 3.19 3.01 3.40
mc= NY 211 232 1.04 1.43 1.57 1.61 1.44 1.39 1.79 217 1.97 2.32
Milk VT 215 242 110 1.39 1.69 1.71 1.44 1.53 1.99 227 1.99 2.38
Income NJ 199 212 0.74 1.03 1.43 1.41 1.18 1.17 1.67 1.99 1.81 2.20
Loss DE 261 274 1.36 1.65 2,05 2.03 1.80 1.79 229 2.61 243 2.82
fj,'\’f’act MD 257 270 1.32 1.61 2.01 1.99 1.76 1.75 225 257 239 278
miic OH 215 234 0.98 1.25 1.51 1.63 1.26 1.33 1.91 2.31 2.23 2.32
(not wv2o1 214 0.76 1.05 1.45 1.43 1.20 1.19 1.69 2.01 1.83 2.22
’.Sho”;ﬁ) MILC PAYMENT ($/CWT) FORECASTS Based on Futures as of Thurs., Feb. 11,2010
rf;gtfed 0.00 0.00 0.00 0.00 0.0818  0.00 0.00 0.00 0.00 0.00 0.00 0.00
at $0.00

CLASS IIl MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
14.00 0.00 13.50 0.29 13.00 0.32 13.00 0.35 13.50 0.50 14.00 0.55 14.75 0.77 15.25 0.80 15.25 0.76 15.00 0.77 15.00 0.80 14.50 0.82

MAR-10  MAY-10 JUL-10 SEP-10 MAR-10  MAY-10 JUL-10 AUG-10
CORN ($/BU) OPTIONS — CALLS E_xampl_e SOYMEAL ($/TON) OPTIONS — CALLS
2601072 2.701.091 2.901.014 3.00 1.023 Pl?a"V St”k? 250 3395 2403940 2503300 240 39.45
3000673 3400701 3.400585 3500783 ce/Premum a6 2305 2602300 2602635 270 2035
3.300373 3.500361 3.900.287 4.000.376 270 1415 28011.00 2801570 290 12.40
3.700023 3.800.184 4.500.112 4.90 0.141 280 450 330 140 360 1.75 360 1.95
CORN FUTURES ($/BU)
MAR-10 MAY-10 JUL-10 SEP-10 DEC-10 MAR-11 MAY-11 JUL-11  SEP-11 DEC-11 MAR-12 MAY-12
3.672 3.790 3.900 3.966 4.026 4.140 4.210 4.262 4.186 4.146 4.216 4.276
WEEKAGO
3.584 3.702 3.806 3.872 3.934 4.046 4.116 4.166 4134 4.104 4174 4.234
SOYMEAL FUTURES ($/TON)
MAR-10  MAY-10 JUL-10 AUG-10 SEP-10 OCT-10 DEC-10 JAN-11 MAR-11 MAY-11 JUL-11  AUG-11
H 283.9 278.3 277.2 274.0 269.5 260.5 258.9 260.1 262.6 264.6 265.6 265.6
EI"' WEEK AGO
270.6 264.2 263.5 261.7 258.0 249.9 249.0 2505 253.0 255.0 256.0 256.0
*=NEW MILK MARGIN — LATEST PSU VALUES — DEC 2009  CME DAIRY CASH-SETTLED FUTURES ($/LB) 02/16/10  SPOT CASH
J0FC = FEED COST I0FC ($/COW PA MILK MARGIN FEB MAR APR MAY JUN JUL AUG 02/16/10
Income (Now based on $/CWT milk) @ 65 lbs milk) ($/CWT milk) NFDM 1.085 1.065 1.080 1.070 1.120 1.155 1.177 1.1050
Over CURRENT 5.83 7.78 11.97 WHEY 0.382 0.335 0.290 0.270 0.260 0.267 0.292 N/A
Feed PREVMO 5.88 6.84 10.52 BUTTER 1.342 1420 1445 1485 1.520 1.550 1.560 1.3300
Cost YRAGO 6.83 6.67 10.27 CME SPOT CHEESE: 40 LB BLOCKS 1.4800 / BARRELS 1.4250
wiitiiidivadl *=NEW  ANNOUNCED FEDERAL ORDER PRICES ($/cw1) CURRENT FEDERAL ORDER VALUES ($/LB)
A TTed CL | ADV *CL 1l *CL 1l *CL IV *ALL-MILK U.S. *ALL-MILK PA WEIGHTED AVERAGE JAN. 1-31,2010 JAN. 2009
0 14.84 (Fe) * 15.22 (gan) *14.50 (yan) *13.85 aN)  *16.50 uan) *18.30 uan) PRODUCT  VALUE MAKEALLOW NET ~ COMPONENTS
6.80 $15.60 MONTHAGO CHEESE 1.5374 0.2003 1.3371 PROT 2.7916
el 15.03 14.25 14.98 15.01 16.30 17.90 BUTTER 1.3610 0.1715 1.1895 B.FAT 1.4405
oH 1660 YEARAGO NFDM  1.1929 0.1678 1.0251 N.FAT 1.0148
0 10.72 10.41 10.78 9.59 13.30 16.20 DRYWHEY 0.3880 0.1991 0.1889 OTHER 0.1946
Price  CATTLE - DAIRY PURPOSES ($/HD) NORTHEAST (Avg. USDA-Reported sales Feb. 3,2010 at New Holland, PA (sales limited Feb. 10 due to snow).
averages COWS: Fresh Bred Springing HEIFERS: Bred Springing Open: 300-600 lbs  600-900 Ibs  900-1200 Ibs BULLS (600-1200 Ib)
ﬁgﬂgé 1400 N/A N/A 1125 1315 615 700 685 N/A
lower-end FOUR WEEK AVG
‘common’ 1400 1265 1275 1200 1300 565 710 685 625
cows and Avg. of prices reported by USDA Market News for
CULL MARKET COWS ($/CWT L|VEWE|GHT) Choice & Prime 1250-1550 Ibs 76.35 74.25 69.00
Premium White Breakers Boners Lean BULL CALVES: No. 1 & 2, 85-130 Ibs 61.50 64.00 58.00
55.50 51.60 50.00 46.60 rouaht t .
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