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Fluid Milk Price 1980- 2008

26.00 ~
24,00 ~
22.00 -
20.00 -

18.00 ~

16.00 -

14.00 ~

12.00

o () = - [ny] = = w o = o ] oo
o0 o o o o (=] (=] (=) (=]} L=y f=] E= L=
(=3 o o o (=3 o (=3 o o = =3 = =
= = = = = = = = = o~ o~ [ [
e . . ~ e S e . . T~ - . ~
- [y] o - uw i) - ['w) i) - uw o -

= Fluid Grade Milk Price

The CDE Risk
Management Profile

O A Resource for Your Dairy

O A Spreadsheet That
Walks Producers Through
Analysis of Their Risks




Risk Management Checklist:

O AVOID
e Antibiotics in milk/meat
e Manure & chemicals

RISK in stream
MANAGEMENT 0O TRANSFER
PROFILE + | Large consequences —

low probabilities
* Insurance-

Risk Management Checklist:

O MANAGE
* Vaccination Schedules
* Maintain equipment
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Low impact risks
* New products
* Price
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Marketing/Pro

. ion. .
Have you revie Ination

schedule with your veterinarian, and
is it up to date?

Do you have a nutrient mngmt. plan?
Is your crop insurance protection
adequate to cover a severe crop loss?
Do you have a hedging account with
a broker or cooperative?

Do you grow & store most forage?
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Financial

Do you have up-to-date balance sheet
and income statements?

Do you consult a professional (lender,
accountant, insurance agent) when
making major financial decisions?

Do you use enterprise analysis?
Do you know your cost of production?

Have you investigated all of your
potential financing options?
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Legal

Are you in compliance with all
regulations?

Can your farmer owners’ policy
guarantee you can recover from a
disaster in six months?

Do you understand all of the
provisions of your contracts, leases
and loans?

Will your existing business need to
be upgraded or replaced?
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Transition

Do you have an independent
retirement fund available?

Is your will up to date?
Do you have a living will?

Do family members know the
location of your will?

Do you have adequate life
insurance to cover your wishes
and debts at current values?
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O Have you conveyed business
U Are standard operating

O Do you review employees at

Human

Do you have adequate medical
insurance?

Have you investigated other
production methods?

goals to your family?

procedures in place?

least yearly?
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Dairy Gross Margin

Purchase end of month

Coverage period from 1 to 10
months

LGM is an insurance policy
No potential upside losses




LGM for Dairy

» Offered through crop
insurance agents

e Class Il milk - put option
e Corn - call option
* Soybean meal - call option

Expected Gross Margin (EGM) by enrollment period vs Actual Gross Margin (AGM) with zero deductible
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Performance during most recent enroliment cycle
(purchase 8/08 for 10/08 through 7/09)

Dairy LGM - using default feed values and zero deductible
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Rough Estimates For Educational Purposes
The data is derived from futures and options prices from dates: 2009-10-05, 2009-10-06, 2009-10-07
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Insured Covere:d Gualitr.lgzi)s[r)deadrggihle Avg. Milk é‘o?n Soybean C?:V:rrr{:d {S::;::;:
Months Production (income over feed costs) Futures Futures Fthi:Ias Equiv Equiv

{cwt) Total § | $lowt ($/cwt) | ($/bu) | ($/ton) | (Tons) | (Tons)
Dec-09 1 12.27 12.27 14.53 344 | 27193 | 0.014 | 0.002
Jan-10 1 12.22 12.22 14.50 348 | 26923 | 0014 0.002
Feb-10 1 12.19 12.19 14.49 3483 | 26790 | 0014 0.002
Mar-10 1 12.31 12.31 14.63 357 | 26657 | 0014 | 0.002
Apr-10 1 12.18 12.18 14.52 362 | 26529 | 0014 | 0.002
May-10 1 12.35 12.35 14.71 3.66 | 264.00 | 0.014 | 0.002
Jun-10 1 12.36 12.36 14.74 3.70 | 26432 | 0.014 | 0.002
Jul-10 1 12.49 12.49 14.89 3.74 | 26463 | 0.014 | 0.002
Aug-10 1 12.80 12.80 15.22 378 | 26543 | 0014 | 0.002
Sep-10 1 12.94 12.94 16.38 3.82 | 26487 | 0.014 | 0.002
Total 10 12.1 12.41 Avg. for 10 month period

Default feed amounts used to calculation (corn: .014T.=1/2 bu, soymeal: .002T.=4 Ibs. to produce 1 cwt, of milk)

The above estimated information is from the homepage of the University of Wisconsin Dairy Marketing
and Risk Management Program and is maintained by Prof Brian W. Gould of the Dept. of Agric. and

Applied Economics. |t is recommended that you use the browsers: Internet Explorer (V7). Firefox. or
| Safari set at their medium or narmal text size_http-//future aae wisc edu/lgm_premium/
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