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New Year’s Resolutions... The graph below shows the
March 2011 CME corn contract that started to trade in April of 2009.
Joe Dairyman knows that the $2.00 increase in corn prices since last
summer is causing expected margins for the first half of 2011 to be
much lower than he would like. Some forecasters see a possibility
of even higher feed prices going forward. A new year always brings
anticipation so Joe hopes these margins will improve, but resolves
to monitor his cost of production, and then use Dairy Gross Margin
Insurance (LGM) and feed contracts to protect these future margins
from any possibility of even higher feed costs.

The billing date for Dairy Gross Margin Insurance payments has
improved also. Under the revised LGM-Dairy policy, premium pay-

tablished his coverage. In this example, coverage
ends in the month of March. However, the insur-
ance period ends 11 months from the applicable
sales closing date, which is November 2011 and
the premium billing date is the first business day
of the month following the end of the insur-
ance period, in this case, December 1, 2011.

I am available to meet and discuss the vari-
ous ways to manage risks. Make your reso-
lution to improve your understanding of the
pricing tools that can reduce market volatility
in your business. Visit: www.centerfordairyexcellence.org

i ALAN ZEPP
" Risk Management
Program Coordinator
717-420-7448
azepp@centerfor
dairyexcellence.org
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CLASS IIl MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
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ments will now be due at the end of the insurance period. The insur- |$ 7 CORN FUTURE PRICES
ance period is defined in the LGM-Dairy policy as: the eleven-month Contract Date: March 2011
period designated in the summary of insurance to which this policy -
is applicable. The definition of the premium stated in the policy is the u i
amount owed for the insurance coverage based on the target market- W '
ing. The premium billing date is the first business day of the month G r
following the last month of the insurance period in which you have ¥ o T kTl .
target marketings. Vol uA el LTS
Here is an example in English. A producer purchased a policy 1
in December 2010 and listed target marketings for the months of
February and March 2011 on the Target Marketing Report which es-
Prices change daily. This market information is an example for edu-
cational purposes. The market data below are compiled weekly by Farm- | |$ 2
shine, using CME and USDA reports and the CDE Scorecard. 42009 12/2010
CME DAILY FUTURES & OPTIONS TRADING — DEC. 27,2010 CLOSE
DEC-10 JAN-11 FEB-11 MAR-11 APR-11 MAY-11 JUN-11 JUL-11 AUG-11 SEP-11 OCT-11 NOvV-11
| CLASS Ill MILK FUTURES ($/CWT)
q 13.82 13.10 13.42 13.72 14.24 14.50 14.70 15.19 15.40 15.56 15.61 15.55
WEEK AGO
13.74 13.12 13.37 13.75 14.20 14.35 14.60 15.10 15.30 15.44 15.54 15.50
------------------------ HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRED  ------------=------.
16.05 1209  16.33 7/09 16.25 7/09 16.00 7/09 16.247/09 16.247/09 15.80809 15.99 1209 15.821/10 15.86 10/09 15.90 10/09 15.95 12/09
13.26 11/10  13.02 12/10 13.16 12/10 13.57 12/10 13.719/10 13.779/10 13.909/10 14.209/10 14.509/10 14.58 9/10 14.51 9/10 14.40 9/10
MILK BASIS ($/CWT) — SELECTED NORTHEAST & MID-ATLANTIC STATES (2008 Historical Reference)
PA 3.01 3.40 3.19 3.32 1.94 2.23 2.63 2.61 2.38 2.37 2.87 3.19
mic= NY 1.97 2.32 2.1 2.32 1.04 1.43 1.57 1.61 1.44 1.39 1.79 217
Milk VT 1.99 2.38 2.15 242 1.10 1.39 1.69 1.71 1.44 1.53 1.99 227
Income  NJ 1.81 2.20 1.99 212 0.74 1.03 1.43 1.41 1.18 1.17 1.67 1.99
Loss DE 243 2.82 2.61 2.74 1.36 1.65 2.05 2.03 1.80 1.79 2.29 2.61
,‘f,%”\j’act MD 2.39 278 2.57 2.70 1.32 1.61 2.01 1.99 1.76 1.75 2.25 2.57
miLc  OH 223 2.32 2.15 2.34 0.98 1.25 1.51 1.63 1.26 1.33 1.91 2.31
isest- WV 1.83 2.22 2.01 2.14 0.76 1.05 1.45 1.43 1.20 1.19 1.69 2.01
g}i&fg 0 MILC PAYMENT ($/CWT) FORECASTS Based on Futures as of Thurs., Dec. 23, 2010; *Nov. to Dec.* based on CI IV as Cl | “mover”

0.78 0.64

MAR-11 MAY-11 JUL-11 SEP-11 MAR-11  MAY-11 JUL-11 AUG-11
CORN ($/BU) OPTIONS — CALLS E_xampl_e SOYMEAL ($/TON) OPTIONS — CALLS
5201011 5401021 5701016 5.301.030 PPallv Strike 330 37.10 340 3630 3503635 340 37.80
5600704 57008% 6300743 580082 ©1Ce/Premium agy on40 3702190 3702785 360 2860
6.150406 6.200586 7.400417  7.00 0.456 370 1375 410 1115 4201490 400 14.95
7.400.104 8.000.150 9.100.166  8.50 0.226 440 185 500 160 540 305 510 1.80
CORN FUTURES ($/BU)
MAR-11 MAY-11  JUL-11 SEP-11 DEC-11 MAR-12 MAY-12 JUL-12 SEP-12 DEC-12 MAR-13 MAY-13
6.152 6.230 6.264 5.794 5.532 5.606 5.656 5.706 5.414 5124 5.204 5.284
WEEKAGO
5994  6.070 6.110 5.634 5.426 5506 5554  5.600 5.350 5086  5.166 5216
SOYMEAL FUTURES ($/TON)
JAN-11 MAR-11 MAY-11 JUL-11 AUG-11 SEP-11 OCT-11 DEC-11 JAN-12 MAR-12 MAY-12 JUL-12
H 366.4 370.3 3711.0 37114 361.7 349.1 331.5 3285 328.8 3291 3271 3271
EI"' WEEKAGO
351.5 355.5 356.1 356.6 347.6 336.2 320.5 3176 31841 318.6 316.6 316.6
*=NEW MILK MARGIN — *LATEST PSU VALUES — NOV. 2010 | CME DAIRY CASH-SETTLED FUTURES ($/LB) 12/27/10  SPOT CASH
IOFC = FEED COST I0FC ($/COW  PA MILK MARGIN DEC JAN FEB MAR APR MAY JUN 12/27/10
income (Now based on $/CWTmilk) @865 Ibsmilk) ($/CWTmilk) ~NFDM 1205 1.230 1.250 1255 1.255 1.245 1.220 1.2700
Over CURRENT *6.17 *9.05 *13.93 WHEY 0379 0.387 0.392 0405 0420 0.420 0.420 N/A
Feed PREVMO *6.76 *8.93 *13.74 BUTTER 1644 1660 1670 1720 1.725 1722 1.740 1.6525
Cost YRAGO 5.88 *7.10 10.92 CME SPOT CHEESE: 40 LB BLOCKS 1.3200 / BARRELS 1.3450
ptablial *=\Ely ANNOUNCED FEDERAL ORDER PRICES ($/cwWT) CURRENT FEDERAL ORDER VALUES ($/LB)
R4 *CL 1 ADV  CL I cL CL IV ALL-MILK U.S. ALL-MILK PA |WEIGHTED AVERAGE-DEC. 1-17,2010 NOV. 2010
0 *15.20 wan) 17.21 (Nov) 15.44 (Nov) 16.68 (vov) 17.90 nov)  20.10 (nov) |PRODUCT ~ VALUE MAKEALLOW NET  COMPONENTS
5.60 MONTHAGO CHEESE 14841 02003 1.2838 PROT 2.1981
: 16.96 17.57 16.94 17.15 18.50 20.30 BUTTER 1.6328 0.1715 1.4613 B.FAT 2.2422
0 220 YEAR AGO NFDM  1.2148 0.1678 1.0470 N.FAT 1.0172
APPAL $20.50 16.03 13.24 14.08 13.25 15.40 16.80 DRYWHEY 0.3783 0.1991 0.1792 OTHER 0.1797
Price  CATTLE - DAIRY PURPOSES ($/HD) NORTHEAST (Avg. USDA-Reported sales Dec. 22, 2010 at New Holland, PA)
averages COWS: Fresh Bred Springing HEIFERS: Bred Springing Open: 300-600 lbs  600-900 Ibs  900-1200 Ibs BULLS (600-1200 Ib)
,ﬂgﬂgg 1375 1025 1190 1090 1225 N/A N/A N/A 850
lower-end FOUR WEEK AVG
common’ 1335 1035 1210 1020 1160 365 620 875 760
cows and Avg. of prices reported by USDA Market News for
heifers.  PA Auction Markets Dec. 23-27, 2010 EiDIHo;‘S;IT:IN 511.2E5%R155(5$g ﬁ;’v TLIVEWEIGHT CU3F;R2E5N i ngA;;o Y7R1A1%o
CULL MARKET COWS ($/CWT LIVEWEIGHT) 0108 & FIime 129 s ' ' '
- ; BULL CALVES: No. 1 & 2, 90-130 Ibs 99.00 101.00 61.00
Premium White Breakers Boners Lean 80- 90 Ibs 45.00 57.00 33.00
65.25 61.75 59.50 56.75
/}vera 0 o WEEK AGO wememmeemmememmmmemmmeee brought to you by:
0 hig 62.85 60.60 58.00 53.35 ol
dressing : : : : i‘*‘*] W — = i
---------------------- YEAR AGO ~mmmmemmemmemmmemmeneme DairyecELENCE =T |J AHE  pennsyivania
49.50 47.00 4475 4150 e




