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EDITOR’S NOTE: Due to the editor of this Markets & Management
Update being away at a dairy meeting this week, last Friday s closing com-
modity future prices are used instead of this Tuesdays.

Deductibles? Joe Dairyman’s checkbook balance has
not improved a lot in the past year. He always watches his costs, but
this cycle forced him to be even more cost-conscience.

Markets have been very active lately. As I write this—since the
beginning of July—December corn has moved from $3.45 to over
$4.00 a bushel. November soybeans increased $0.80 per bushel.
November soybean meal is up $25 per ton. August Class III milk
is up $0.80/ cwt. Broad indexes of all commodities are up 3 - 4%
and the Dow Jones Industrial Average is up 3 - 4%. Which direction
will the markets go next?

Joe cannot afford to miss an opportunity if milk prices recover
faster than the markets project, but his business cannot survive
another downturn in margins. Dairy Gross Margin (LGM Dairy)
insurance can provide protection against low margins in the future
without sacrificing any of the upside potential from his milk check.

By using deductibles, he can lower his insurance cost to protect
against catastrophic price decreases. Producers can select deduct-
ible levels between $0.00 and $1.50 per hundredweight of milk
in $0.10 increments. The graph (at right) compares the ten year
monthly average margin at $0.00 deductible to the projected mar-
gins for the July sales period at deductibles of $0.00 and $1.50 per
hundredweight. At $0.00 deductible, the projected cost is $0.68/cwt

Prices change daily. This market information is an example for edu-
cational purposes. The market data below are compiled weekly by Farm-
L shine, using CME and USDA reports and the CDE Scorecard.
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with 52% probability of a payment. The pro-
jected cost for the $1.50 deductible is $0.15/cwt
with a payout 18% of the time. Using premium
deductibles Joe can minimize his cost to protect
his future cash flow.

The next Dairy Gross Margin (LGM) sales
period is July 30 & 31. August 2, 2010 is the
deadline to enroll or make changes to a fall
forage seeding policy. Pasture Rainfall Index
policies are now available in all of Pa. I am
available to discuss the various ways that you
can manage your risks and welcome any sug-
gestions or comments.
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Il Estimated Margins July 2010 w/ $0.00 deductible

$13 [l and Expected Margins July 2010 w/ $1.50 deductible
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SEP  OCT NOV DEC JAN FEB MAR APR MAY JUN

CLASS Il MILK FUTURES ($/CWT)

19.20 7/08  18.00 9/08 17.20 10/08 16.26 1/10 16.03 1209 16.05
13.18 6/10  13.57 6/10 14.25 6/10 14.36 3/10 14.40 3/10 14.30

PA 261 238 237 287 319 301
mic= NY 161 144 1.39 179 217 197
Mk VT 171 144 153 199 227 199
Income NJ 141 118 117 167 199 181
Loss  DE 203 180 1.79 229 261 243
fgﬁg’“ MD 199 176 1.75 225 257 239
Wlc OH163 126 133 1.91 231 223

isest- WV 143 120 1.19 1.69 2.01 1.83

at’$000 "0 00f 0.00 0.00 0.00 0.00 0.00

CME DAILY FUTURES & OPTIONS TRADING — JULY 16, 2010 CLOSE
JUL-10 AUG-10 SEP-10 OCT-10 NOV-10 DEC-10 JAN-11  FEB-11 MAR-11 APR-11 MAY-11

i 13.76  14.90 1498  14.92 14.68 14.72 14.44 14.42 14.53 14.50 14.52
WEEKAGO

JUN-11

14.43

1364 1453 14.82 14.84 14.70 14.57 14.48 14.40 14.47 14.38 14.40
------------------------ HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRE

14.30

12/09 16.337/09 16.257/09 16.007/09 16.247/09 16.247/09 15.80 8/09
310 1390310 13.933/10 14.143/10 14.06 3/10 14.306/10 14.27 6/10

MILK BASIS ($/CWT) — SELECTED NORTHEAST & MID-ATLANTIC STATES (2008 Historical Reference)

340 3.19 3.32 1.94
2.32 2.1 2.32 1.04
2.38 2.15 242 1.10
2.20 1.99 2.12 0.74
2.82 2.61 2.74 1.36
2.78 2.57 2.70 1.32
2.32 2.15 2.34 0.98
2.22 2.01 2.14 0.76

0.00 0.00 0.00 0.00

CLASS IIl MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
13.750.03 14.750.17 14.750.40 14.750.56 14.50 0.58 14.50 0.62 14.250.70 14.250.7514.50 0.88 14.50 0.93 14.50 0.99 14.25 0.94

2.23
1.43
1.39
1.03
1.65
1.61
1.25
1.05

0.00

2.63
1.57
1.69
1.43
2.05
2.01
1.51
1.45

mated  MILC PAYMENT ($/CWT) FORECASTS Based on Futures as of Fri., July 9, 2010; *June & July* based on CI IV as CI | “mover”

0.00

SEP-10 DEC-10  MAR-11 MAY-11
CORN (S$/BU) OPTIONS — CALLS

3.500460 4.100.287 4.200364 4.20 0426
3.950.166 4.900.101 5400104 5.400.127
CORN FUTURES ($/BU)

SEP-10 DEC-10 MAR-11  MAY-11 JUL-11  SEP-

2901025 3.001.063 3.101.084 3.20 1074 PPailyStrik9 270 37.65 26039.05 260 33.85
3250683 3.50063 3.600685 3.600763 ©ice/Premium ogn 5775 2802190 2702620

AUG-10  SEP-10  OCT-10 DEC-10
Example SOYMEAL ($/TON) OPTIONS — CALLS
260 35.70
270 28.75
290 17.90 300 1030 290 14.05 290 18.00
310 350 340 185 350 175 390 175

11 DEC-11 MAR-12 MAY-12 JUL-12 SEP-12 DEC-12

3.946  4.072 4.176 4.246 4.304 4286 4282  4.376 4.432 4476 4364  4.252
WEEKAGO
3.834  3.952 4.070 4.150 4.212 4192 4162 4252 4.322 4362 4266  4.170
SOYMEAL FUTURES ($/TON)
AUG-10 SEP-10 OCT-10 DEC-10 JAN-11  MAR-11 MAY-11 JUL-11 AUG-11 SEP-11 O0CT-11 DEC-11
A 307.8 298.2 291.2 290.0 288.7 288.3 286.6 287.8  286.3 283.3 278.3 279.0
WEEKAGO
300.9 288.6 279.8 279.2 278.7 278.7 217.7 279.7 2784 2754 271.4 272.0
*=NEW MILK MARGIN — LATEST PSU VALUES — MAY 2010 CME DAIRY CASH-SETTLED FUTURES ($/LB) 07/16/10  SPOT CASH

1OFC = FEED COST  IOFC($/COW PA MILK MARGIN

income (Now based on $/CWTmilk) @865 Ibs milk) ~($/CWT milk)
Over  CURRENT 5.40 7.28 11.20
Feed PREVMO 5.46 7.05 10.84

JUL AUG SEP OCT NOV DEC

JAN 07/16/10
NFDM 1175 1170 1.171 1.170 1.160 1.160 1.150 1.2175
WHEY 0365 0.357 0.325 0.350 0.335 0.340 0.352 N/A
BUTTER 1.730 1.770 1.760 1.730 1.710 1.630 1.597 1.7750
CME SPOT CHEESE: 40 LB BLOCKS 1.5750 / BARRELS 1.5250

Cost  YRAGO 6.70 4.36 6.70

el *=NEw  ANNOUNCED FEDERAL ORDER PRICES ($/cw1)

CURRENT FEDERAL ORDER VALUES ($/1B)

prices as of week ending IR\ VAN cL 1 CLIV  ALL-MILK US. ALL-MILK PA WEIGHTED AVERAGE FOR JUNE 2010 JUNE 2010

: "‘ 15.66 wur) 16.01un) 13.62wun) 15.45 wun)  15.80 un)

D. (blo 40 MONTHAGO CHEESE 14475 0.2003 1.2472
V. {9 : 15.28 14.90 13.38 15.29 15.00 16.60 BUTTER 15946 0.1715 1.4231
) o YEARAGO NFDM  1.2631 0.1678 1.0953
DR g 10.26 10.79 9.97 10.22 11.30 12.90 DRYWHEY 0.3688 0.1991  0.1697

17.90 un) PRODUCT  VALUE MAKEALLOW NET COMPONENTS

PROT 2.2040
B.FAT 1.7234
N.FAT 1.0843
OTHER 0.1748

Price  CATTLE - DAIRY PURPOSES ($/HD) NORTHEAST (Avg. USDA-Reported sales July 14, 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)

;ﬂ?ﬂgé 1325 1200 1065 1090 1190 505 730 950 640
lower-end FOUR WEEK AVG
‘common’ 1335 1200 1160 1075 1130 505 675 910 675
cows and Avg. of prices reported by USDA Market News for
heifors.  PA Auction Markets July 15, 2010 FEDIHOLSTIT:IN STEERS ($/CWTLIVEWEIGHT) CURRENT WKAGO YR AGO
CULL MARKET COWS (5 /C e Choice & Prime 1250-1550 Ibs 79.25 84.25 72.85
: : ($/CWT LIVEWEIGHT) BULL CALVES: No. 1 & 2, 90-130 Ibs 89.50 88.00 66.00
Premium White Breakers Boners Lean 80- 90 Ibs 37.50 55.00 46.00
64.25 59.75 58.00 53.75
Average ... = 1l P — brought to you by:
fo hig 64.25 62.10 59.10  55.10 ol
dressing : : : : i‘* ‘*] W — = = i
---------------------- YEAR AGO --ssmremmommmeeenomeee DanryeseLENCE SUFINERIE  pennsytvania
55.60 53.35 51.25 46.25 PR




