Milk Basis?

The CME group defines basis as the local cash market price
minus the price of the nearby futures contract for that commod-
ity. Basis for milk is simply your milk check price minus the
Class III price for that month. As an example, for October
2009 take the NASS All Milk PA price of $15.40 (shown below)

component levels, quality and other premiums. All commodities
have a range of basis values from the past that can help to predict
a price in the future.

Your mailbox milk price is determined by various formulas
that usually start from the Class III milk contract settlement
price established at the CME group. The graph shows aver-
age monthly basis values since January of 2000 using the all
milk price published by NASS. This basis is calculated using
the gross milk price received by farmers in Pennsylvania. The
October basis varied from $2.24 in 2008 to $4.80 in 2007 and
averaged $3.10 over the last ten years.

The basis values in the chart below come from the Risk Man-
agement Agency website. You can see that these values are very

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

A

similar to the ones in the graph using NASS
data. I will continue next week.

Crop insurance note: Because of the
Christmas holidays, LGM will be offered for
sale on December 18 &19, 2009.

The harvest price has been set for CRC
corn at $3.72 and soybeans at $9.66. If you

e ~\ ALAN ZEPP

subtract the October 2009 Class III settlement price of $12.82 51 you have a claim, call your agent im- w Risk
which g:quals an October 2009 ba§is of +$2.58. mediately. Claims may be denied if notice _,"r Management

Basis values for any commodity can change from month to  foss is turned in after 12/10/09. GRP for- Coor&?g;?(r)?'
month as we see on both the chart below and the graph. Each  a6¢ production insurance enrollment/policy 717-420-7448
farm’s milk basis will be different due to differences in hauling,  change deadline for grass and legumes is azepp@centerfor

11/30 for 2010 crop year. Your questions and ~ dairyexcellence.org

comments are always welcomed.
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CME DAILY FUTURES & OPTIONS TRADING — NOVEMBER 23, 2009 CLOSE

NOV-09  DEC-09 JAN-10 FEB-10 MAR-10 APR-10 MAY-10 JUN-10 JUL-10 AUG-10 SEP-10 OCT-10
CLASS Il MILK FUTURES ($/CWT)
( 1404 1470 1485 1494 1525 1548 1564 1575 1603 1605 1603  15.93
WEEK AGO
1407 1453 1460 1474 1505 1524 1545 1565 1580 1589 1590  15.79
------------------------ HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRED = ------------=------.
20.60 6/08 20.64 6/08 20.30 6/08 19.89 6/08 19.75 6/08 19.60 6/08 19.50 6/08 19.20 7/08 19.20 7/08 16.05 11/09 16.03 11/09 15.93 11/09
12.80 809 13.00 9/09 13.23 1/09 13.31 8/09 13.41 8/09 13.58 8/09 13.82 8/09 14.49 8/09 14.759/09 15.00 9/09 15.35 10/09 15.44 11/09
MILK BASIS ($/CWT) — SELECTED NORTHEAST & MID-ATLANTIC STATES (2008 Historical Reference)
PA 319 3.1 340 3.19 332 194 2.23 263 2.61 2.38 237 287
mie= NY 217 197 2.32 2.11 232 104 143 157 1.61 144 1.39 1.79
Mk~ VT 227 1.99 2.38 215 242 110 1.39 1,69 1.71 1.44 153 1.99
Income  NJ 1.99  1.81 2.20 1.99 212 074 1.03 143 1.41 1.18 117 167
Loss 261 243 2.82 2.61 274 136 1,65 2.05 2.03 1.80 179 229
g%”}’act MD 257 239 2.78 2.57 2.70 1.32 1.61 2.01 1.99 1.76 1.75 2.25
mic OH231 223 2.32 215 234 098 1.25 1.51 1.63 1.26 1.33 1.91
(ot WV 201 183 2.22 2.01 214 076 1.05 145 143 1.20 1.19 1,69
’Sh"”;”) MILC PAYMENT ($/CWT) FORECASTS Based on Futures as of Fri., Nov. 20, 2009
o 037 000 000 000 000 000 000 000 000 000 000 0.0

at$0.60  GLASS 11l MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
14.00 0.02 14.50 0.17 14.75 052 14.750.60 15.250.80 15.25 0.71 15.50 0.85 15.75 1.00 16.00 1.06 16.00 1.12 16.00 1.19 15.75 1.16

MAR-10 MAY-10 JUL-10 SEP-10 JAN-10 MAR-10 MAY-10 JUL-10
CORN ($/BU) OPTIONS — CALLS E_xampl_e SOYMEAL ($/TON) OPTIONS — CALLS
3.001077 3.201.005 3.301.02 3.40 1.035 PPallv Strike 280 3205 2703850 2703955 280 36.60
3500631 3.60067 3700731 3.800761 1Ce/PremUm 995 9390 3001950 3002255 300 26.70
4000310 4100377 4.200456 4.30 0510 310 1140 330 925 3401055 340 14.75
4700100 5.100.110 5.800.104 6.200.101 360 135 420 155 450 155 510 1.60
{ 1 CORN FUTURES ($/BU)
DEC-09 MAR-10 MAY-10 JUL-10 SEP-10 DEC-10 MAR-11 MAY-11  JUL-11  SEP-11 DEC-11 JUL-12
3.872 4.032 4.132 4.212 4.274 4.344 4.436 4.490 4.544 4.514 4.464 4.644
WEEK AGO
4.020 4174 4.272 4.346 4.404 4.464 4.542 4.600 4.654 4,634 4.590 4.790
SOYMEAL FUTURES ($/TON)
DEC-09 JAN-10 MAR-10 MAY-10 JUL-10 AUG-10 SEP-10 OCT-10 DEC-10 JAN-11 MAR-11 MAY-11
315.6 309.1 303.8 301.4 301.4 301.0 299.0 295.0  295.1 295.1 297.1 295.1
h WEEK AGO
308.7 301.7 298.2 297.2 297.9 297.9 297.5 2940 295.0 295.0 297.0 295.0
*=NEW MILK MARGIN — LATEST PSU VALUES — OCT 2009  CME DAIRY CASH-SETTLED FUTURES ($/LB) 11/23/09  SPOT CASH
JOFC = FEED COST I0FC ($/COW  MILK MARGIN NOV DEC JAN FEB MAR APR MAY 11/23/09
income (Now based on $/CWTmilk) @65 Ibsmilk) ($/CWTmilky ~ NFDM  1.147 1.240 1.250 1245 1235 1.180 1.170 1.4000
Over CURRENT 585 6.21* 9.55* WHEY 0347 0.365 0.377 0380 0.380 0.389 0.380 N/A
Feed PREVMO 6.14* 5.24* 8.06* BUTTER 1.383 1.500 1.537 1565 1.635 1642 1.655 1.5250
Cost YRAGO 6.92 8.12 12.47 CME SPOT CHEESE: 40 LB BLOCKS 1.6100 / BARRELS 1.5000
o o e *=NEW  ANNOUNCED FEDERAL ORDER PRICES (s/cwT) CURRENT FEDERAL ORDER VALUES ($/LB)
= CL | ADV* CL Il cLIn CLIV  ALL-MILK U.S. ALL-MILK PA WKENDING 11/20/09 * OCT. 2009
00 "8 13.99* pec) 11.93 oct) 12.82(0cT) 11.86 (0cT) 13.80(0cT)  15.40 (0cT) PRODUCT VALUE MAKEALLOW NET  COMPONENTS
0] $12.0 MONTHAGO CHEESE 15113 0.2003 1.3110 PROT 2.5584
': 4 12.86 11.01 12.11 11.15 12.90 14.20 BUTTER 1.3532 0.1715 1.1817 B.FAT 1.2752
; ol a1 YEARAGO NFDM  1.1147 0.1678 0.9469 N.FAT 0.8506
MRy 1543 16.60 17.06 13.62 17.80 19.30 DRYWHEY 0.3432 0.1991 0.1441 OTHER 0.1228
Pricc  CATTLE FOR DAIRY PURPOSES ($/HEAD) NORTHEAST (Average of USDA-Reported sales — New Holland, PA — (Nov. 18, 2009)
averages COWS: Fresh Bred Springing HEIFERS: Bred Springing Open: 300-600 Ibs  600-900 Ibs  900-1200 Ibs BULLS (600-1200 Ib)
igglggé 1285 N/A 1050 1125 1250 470 565 N/A 665
lower-end FOUR WEEK AVG
common’ 1315 1110 1185 110 1225 465 635 765 690
ng?e%?d ’SXgASZES'.fT\Z5?.?&?%‘13%532 “2"35';‘*" News for FED HOLSTEIN STEERS ($/CWT LIVEWEIGHT)  CURRENT WKAGO  YRAGO
CULL MARKET COWS (8, CWT LIVEWEIGHT) Choice & Prime 1250-1550 Ibs 71.35 70.00 76.85
Premium White Breakers Boners  Lean BULL CALVES: No. 1 & 2, 85-130 Ibs 70.00 65.00 78.00
e sy S nditond brought to you by:
01g 45.00 43.00 41.00 38.25 R TR R s s il
dressin, : : : . G _
R — YEARAGO ---mmmmemmmmmmommmeeees ( /,- Dﬁll’HEKf_ELlEM_~ W F=if }"“] _,uI'J_IJ_I pennsylvania
52.75 49.50 4750  44.00 —==gplen—




