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4. When is a Good Time to Consider Cash Forward Contracts for Corn and Soybeans? 
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Topic 1. USDA Releases Final Corn and Soybean Production Estimates 
 The January Crop Production report is USDA’s last estimate of the 2017 corn and soybean crop. This report and 
the implications for the associated supply and demand projections typically creates a strong market reaction. Analysts 
surveyed before the January 12th release date expected minor increases in the size of the corn and soybean crop. The 
market adage that “Big Crops Get Bigger” fueled expectations.  

USDA increased the 2017 corn crop to 14.6 billion bushels by increasing the 2017 yield to a record 176.6 bushels 
per acre (BPA). Table 1 compares the 2017 corn harvested area, yield and production to the previous year for the 
Midwestern and Southern states. Four of the top five corn states (Illinois, Indiana, Nebraska, and Minnesota) had better 
yields than last year, with Iowa obtaining a slightly lower yield than 2016.  The Southern region consistently had better 
corn yields compared to 2016 with several states increasing corn yields by over 10% from 2016.  The reduction in 
planted and the harvested area from 2016 makes the 2017 corn crop the 2nd biggest crop on record after last year’s 
record corn crop (Table 1). 
 USDA reduced the 2017 soybean crop by 33 million bushels as the U.S. soybean yield shrank by 0.4 BPA from 
the November report. This yield is the 2nd largest on record after last year’s record yield. The increase in harvested area 
by 8% from 2016 coupled with the above trend yield makes the 2017 soybean crop the largest on record (Table 2).  
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The Midwest region 
reduced corn area in 2017 
in the top 5 corn states. 
Illinois (-4%), Indiana (-
5%), Iowa (-4%), 
Minnesota (-5%), and 
Nebraska (-3%).  Better 
yields than 2016 muted 
the impact of reduced 
acres in this core 
production region.  
 
Only Ohio (+6%), Alabama 
(+4%), and Florida (+3%) 
increased corn production 
from last year. The South 
is not a core corn 
producing region but has 
significant feed demand. 
Reduced production in 
this feed deficit region will 
potentially strengthen 
basis to pull corn into the 
region to meet demand if 
grain stocks begin to 
tighten. 

 

 

The dry weather pattern 
throughout the Midwest 
summer months had a more 
significant impact on 
soybean impact than corn. 
The sharply lower yields 
throughout the Midwest 
offset the increase in area 
with many Midwest states 
harvesting a smaller soybean 
crop than last year.  
 
The Southern region, in 
contrast, benefited from 
significantly better yields in 
2017. Soybean production in 
the South has increased by 
15% to 20% from 2016 for 
many Southern States. 

Harvested Area % Change in Yield % Change in Production % Change
(1,000 Acres) Acres (bu. / acre) Yield (Million Bushels) in Production

2017 (F) from 2016 2017 (F) from 2016 2017 (F) from 2016

Illinois 10,950 -4% 201 +2% 2,201 -2%
Indiana 5,190 -5% 180 +4% 934 -1%
Iowa 12,900 -4% 202 -0% 2,606 -5%
Kansas 5,200 +6% 132 -7% 686 -2%
Michigan 1,890 -7% 159 +1% 301 -6%
Minnesota 7,630 -5% 194 +1% 1,480 -4%
Missouri 3,250 -7% 170 +4% 553 -3%
Nebraska 9,300 -3% 181 +2% 1,683 -1%
North Dakota 3,230 -1% 139 -12% 449 -13%
Ohio 3,130 -5% 177 +11% 554 +6%
South Dakota 5,080 -1% 145 -10% 737 -11%
Wisconsin 2,930 -9% 174 -2% 510 -11%
  Midwest Total 70,680 12,693

Alabama 235 -25% 167 +39% 39 +4%
Arkansas 595 -20% 183 +7% 109 -15%
Florida 37 -8% 161 +11% 6 +3%
Georgia 245 -28% 176 +7% 43 -23%
Kentucky 1,220 -13% 178 +12% 217 -2%
Louisiana 490 -11% 184 +12% 90 -1%
Mississippi 500 -31% 189 +14% 95 -21%
North Carolina 840 -11% 142 +10% 119 -2%
Oklahoma 305 -13% 126 +4% 38 -9%
South Carolina 325 -7% 136 +7% 44 -1%
Tennessee 710 -14% 171 +13% 121 -3%
Texas 2,240 -12% 140 +10% 314 -3%
Virginia 340 +0% 140 -5% 48 -5%
   South Total 8,082 1,284

United States 82,703 -5% 176.6 +1% 14,604 -4%

Table 1. Corn Harvested Area, Yield and Production for 2017 (F) and 2016 for Midwestern and Southern States for January 2018 
Crop Production Report.

Midwest  States

Southern States

Harvested Area % Change in Yield % Change in Production % Change
(1,000 Acres) Acres (bu. / acre) Yield (Million Bushels) in Production

2017 (F) from 2016 2017 (F) from 2016 2017 (F) from 2016

Illinois 10,550 +5% 58 -2% 612 +3%
Indiana 5,940 +6% 54 -6% 321 -1%
Iowa 9,940 +5% 57 -6% 562 -1%
Kansas 5,110 +27% 37 -23% 189 -2%
Michigan 2,270 +10% 43 -16% 96 -7%
Minnesota 8,090 +8% 47 -10% 380 -2%
Missouri 5,910 +7% 49 +0% 290 +7%
Nebraska 5,670 +10% 58 -6% 326 +4%
North Dakota 7,050 +18% 34 -18% 240 -4%
Ohio 5,090 +5% 50 -9% 252 -4%
South Dakota 5,610 +9% 43 -13% 241 -6%
Wisconsin 2,140 +10% 47 -15% 101 -6%
  Midwest Total 73,370 3,609

Alabama 345 -16% 46 +44% 16 +21%
Arkansas 3,500 +13% 51 +9% 179 +23%
Florida 14 -52% 34 -6% 0 -54%
Georgia 150 -38% 42 +40% 6 -13%
Kentucky 1,940 +9% 53 +6% 103 +16%
Louisiana 1,250 +5% 54 +11% 68 +17%
Mississippi 2,170 +7% 53 +10% 115 +19%
North Carolina 1,690 +2% 40 +14% 68 +16%
Oklahoma 640 +36% 29 +0% 19 +36%
South Carolina 390 -4% 38 +23% 15 +18%
Tennessee 1,660 +2% 50 +11% 83 +13%
Texas 185 +28% 37 +19% 7 +52%
Virginia 590 -2% 44 +22% 26 +20%
   South Total 14,524 703

United States 89,522 +8.3% 49.1 -5.6% 4,392 +2.2%

Table 2. Soybean Harvested Area, Yield and Production for 2017 (F) and 2016 for Midwestern and Southern States for 
January 2018 Crop Production Report.

Midwest  States

Southern States
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Topic 2. USDA Releases Final Estimates: Soybeans Weather the Storm. 
The January WASDE usually provides some excitement to the futures market after the release as the market 

adjusts to the new reality provided by USDA. Analysts expected ending stocks to increase for corn and soybeans. Some 
analysts projected soybean stocks to increase to 500 million bushels. USDA’s surprise was that soybean stocks did 
increase but slightly less than the average trade guess. Corn and wheat ending stocks both increased more than 
expected which had a more bearish tone than for soybeans. 

The January report adopted the 25 million bushel increase in the 2017 corn crop and the record yield (Table 
3). The 2017 supply is greater than last year because the carry-in more than offset the effect of 4 million fewer 
harvested corn acres in 2017 (Table 3). USDA projects corn demand to increase slightly for feed and industrial use. The 
weakness remains in exports, which is projected to be 368 million bushels below last year (Table 3). USDA projects 
2017 corn ending stocks to continue to increase to 2.48 billion bushels, which is about a 62-day supply of corn available 
at the end of the marketing-year (Table 3). The U.S. marketing-year average (MYA) farm price currently projected at 
$3.25/bushel. The Kentucky MYA price is usually $0.25 to $0.35/bushel above the U.S. MYA farm price. 

 

  
 

 USDA’s reduction in the 2017 soybean yield trimmed 33 million bushels from 2017 soybean production from 
the November estimate. Soybean supply is projected 203 million bushels larger than last year with the focus on use to 
keep stocks from reaching burdensome levels. Soybean exports remain the wildcard in the market’s effort to keep a 
reign on stocks. USDA reduced 2017 projected exports by 65 million bushels from the previous report with current 
exports projected to be slightly below 2016’s level (Table 4). Strong domestic and export demand for soybean meal 
and oil is the savings grace providing a year-over-year increase in soybean demand. Regardless, soybeans stocks could 
potentially reach 470 million bushels, which is a 40-day supply of beans. The U.S. MYA farm price is projected to be 
slightly lower to $9.30 per bushel with the KY MYA price usually $0.25 to $0.35 per bushel above the U.S. MYA price. 
 

 

USDA made minor adjustments to the wheat balance 
sheet. USDA trimmed exports and feed use by 3 and 20 
million bushels, respectively, from the previous report. 
These changes increased ending stocks by the same 
amount. Ending stocks increased to 989 million from last 
month’s projections, which is still a reduction in wheat 
stocks from last year. The tight stocks for every class of 
wheat other than soft red winter are providing this 
reduction in stocks and adding support to the U.S. MYA 
wheat price. 

2014-15 2015-16 2016-17 2017-18 Change from
Estimated Projected 16-17

Planted Area (million) 90.6 88 94.0 90.2 -3.8
Harvested Area (million) 83.1 80.8 86.7 82.7 -4.0
Yield (bushels/acre) 171 168.4 174.6 176.6 +2.0

Beginning Stocks 1,232 1,731 1,737 2,293 +556
Production 14,216 13,602 15,148 14,604 -544
Imports 32 67 57 50 -7
              Total Supply 15,479 15,401 16,942 16,947 +5

Feed and Residual 5,323 5,131 5,463 5,550 +87
Food, Seed & Industrial 6,560 6,635 6,891 6,995 +104
       Ethanol and by-products 5,200 5,206 5,439 5,525 +86
Exports 1,864 1,898 2,293 1,925 -368
              Total Use 13,748 13,664 14,647 14,470 -177

Ending Stocks 1,731 1,737 2,295 2,477 +182
Stocks/Use 12.6% 12.7% 15.7% 17.1% +1.4%
Days of Stocks 46 46 57 62 +5
U.S. Marketing-Year Average 
Price ($/bu) $3.70 $3.61 $3.36 $3.25 -$0.11

Source:January 2018 WASDE - USDA: WAOB.

Table 3. U.S. Corn Supply and Use

------------------- Million Bushels -------------------

2014-15 2015-16 2016-17 2017-18 Change from
Estimated Projected 16-17

Planted Area (million) 83.3 82.7 83.4 90.1 +6.7
Harvested Area (million) 82.6 81.7 82.7 89.5 +6.8
Yield (bushels/acre) 47.5 48 52.0 49.1 -2.9

Beginning Stocks 92 191 197 302 +105
Production 3,927 3,926 4,296 4,392 +96
Imports 33 24 22 25 +3
              Total Supply 4,052 4,140 4,515 4,718 +203

Crushings 1,873 1,886 1,899 1,950 +51
Exports 1,843 1,936 2,174 2,160 -14
Seed 96 97 105 106 +1
Residual 49 24 36 33 -3
              Total Use 3,862 3,944 4,214 4,248 +34

Ending Stocks 191 197 301 470 +169
Stocks/Use 4.9% 5.0% 7.1% 11.1% +3.9%
Days of Stocks 18 18 26 40 +14.3
U.S. Marketing-Year Average 
Price ($/bu) $10.10 $8.95 $9.47 $9.30 -$0.17

Source:January 2018 WASDE - USDA: WAOB.

------------------- Million Bushels -------------------

Table 4. U.S. Soybean Supply and Use

2014-15 2015-16 2016-17 2017-18 Change from
Estimated Projected 16-17

Planted Acres (million) 56.8 55 50.1 46.0 -4.1
Harvested Acres (million) 46.4 47.3 43.9 37.6 -6.3
Yield (bushels/acre) 43.7 43.6 52.7 46.3 -6.4

Beginning Stocks 590 752 976 1,181 +205
Production 2,026 2,062 2,309 1,741 -568
Imports 149 113 118 155 +37
              Total Supply 2,766 2,927 3,402 3,076 -326

Food 958 957 949 950 +1
Seed 79 67 61 62 +1
Feed and Residual 122 152 156 100 -56
Exports 854 775 1,055 972 -83
              Total Use 2,014 1,952 2,222 2,087 -135

Ending Stocks 752 976 1,181 989 -192
Stocks/Use 37.3% 50.0% 53.2% 47.4%  -5.8%
Days of Stocks 136 183 194 173 -21
U.S. Marketing-Year Average 
Price ($/bu) $5.99 $4.89 $3.89 $4.60 +$0.71

Source:January 2018 WASDE - USDA: WAOB.

------------------- Million Bushels -------------------

Table 5. U.S. Wheat Supply and Use
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Topic 3. 2018 Break-Even Analysis: Western Kentucky Corn vs. Soybeans 
 A question I receive in Extension meetings at this time of the year is: “What price do I need from soybeans to 
be as profitable with corn (or vice versa)?” This question is easy to answer and can be calculated easily using your 
farm’s corn and soybean projected production costs for 2018 and projected cash corn and soybean prices for harvest 
2018. This article will walk you through the comparison for a lower productivity soil (Table 6) and higher productivity 
soil (Table 7) to establish at what price soybeans (rotation or second-year) may be more profitable than corn.  
 

Table 6. Break-Even Price which makes Rotation 
Soybeans and Second-Year Soybeans as Profitable as 
Rotation Corn for Lower Productivity Soils. 

 
 

Table 7. Break-Even Price which makes Rotation 
Soybeans and Second-Year Soybeans as Profitable as 
Rotation Corn for Higher Productivity Soils. 

 
 

 

The 2018 production costs, rent, and yield assumptions for this example is included at the bottom of Table 6. 
Notice that at a projected 2018 Western Kentucky harvest cash price of $3.45, the corresponding MYA soybean price 
of $9.27 per bushel is needed for rotation soybeans to be as profitable as corn. Second-year soybeans would need a 
harvest cash price of $9.99 per bushel to be as profitable as corn.  

Current projections for this lower productivity farm is about the same profitability for rotation corn as rotation 
soybeans. The soybean cash price at harvest is projected at $9.20 per bushel, so corn is more profitable than soybeans 
given the cost and yield assumptions. Second-year soybeans are not competitive with corn for the lower productivity 
soils example in Table 6. If lenders are constraining operating credit, then managers may need to consider if second-
year soybeans are a viable alternative to corn given price and yield assumptions in Table 6. 

Which crop is more profitable also depends on the relative yield. Table 6 assumes that the corn yield is 3.9 
times the soybean yield. If the corn yield is 2.8 times the soybean yield (Table 7), then rotation soybeans and second-
year soybeans have a profitability advantage over rotation corn. While corn yields are much higher for this example, 
the relative input costs for corn is higher than that for soybeans. Farms that routinely yield about 65 bushels per acre, 
in this example, show a profit advantage for rotation and second-year soybeans over corn (Table 7).  

This analysis is to motivate managers to use their own cost information for the 2018 crops along with their 
knowledge of typical yields to understand which crop enterprise may be more profitable. The market provided a clear 
signal for more soybean acres in 2017. This year’s signal is more subtle, and managers need to plan carefully to see for 
what price and yield outcomes make one enterprise more profitable than another enterprise. 

 
Topic 4. When is a Good Time to Consider Cash Forward Contracts for Corn and Soybeans? 
 Another question that I am asked during Extension meetings is “When is a good time to cash forward-contract 
(CFC) corn and soybeans?” The best time to forward contract should be based on your marketing plan and the price 

If the Corn 
Price is: 

Price Corn Rotation Soybeans 2nd Year Soybeans
$2.95 $7.30 $7.98
$3.05 $7.70 $8.38
$3.15 $8.09 $8.79
$3.25 $8.48 $9.19
$3.35 $8.88 $9.59
$3.45 $9.27 $9.99
$3.55 $9.66 $10.40
$3.65 $10.05 $10.80
$3.75 $10.45 $11.20
$3.85 $10.84 $11.61
$3.95 $11.23 $12.01
$4.05 $11.63 $12.41
$4.15 $12.02 $12.81
$4.25 $12.41 $13.22
$4.35 $12.80 $13.62

Rotation Corn Rotation Beans 2nd Year Beans
Yield 165 42 41
TVC $528 $348 $368
Rent $175 $175 $175

Break-Even $4.26 $12.45 $13.26

Break-Even Soybean Price for Same 
Return

If the Corn 
Price is: 

Price Corn Rotation Soybeans 2nd Year Soybeans
$2.95 $5.64 $6.09
$3.05 $5.92 $6.37
$3.15 $6.20 $6.66
$3.25 $6.48 $6.95
$3.35 $6.76 $7.24
$3.45 $7.04 $7.53
$3.55 $7.33 $7.82
$3.65 $7.61 $8.11
$3.75 $7.89 $8.40
$3.85 $8.17 $8.68
$3.95 $8.45 $8.97
$4.05 $8.73 $9.26
$4.15 $9.01 $9.55
$4.25 $9.30 $9.84
$4.35 $9.58 $10.13

Rotation Corn Rotation Beans 2nd Year Beans
Yield 190 68 66
TVC $528 $348 $368
Rent $175 $175 $175

Break-Even $3.70 $7.75 $8.25

Break-Even Soybean Price for Same 
Return
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needed to pay production costs, cash rent, principal and interest payments, family living expenses, and any other 
expenses that are paid from the farm business. However, the market may not provide pricing opportunities to cover 
all of those costs in 2018 without a supply or demand shock that moves prices higher from current levels. The next best 
objective might be to understand the seasonality of forward contract bids and understanding when managers should 
consider protecting bushels planned to be sold at harvest. 
 There are seasonal patterns to the cash-forward contract bids throughout the calendar year from January to 
harvest. Using cash market data compiled by Ed McQueen at the Kentucky Farm Bureau Federation, I have summarized 
the average price change for Western Kentucky corn and soybean bids from January to October for the 2001 to 2017 
crops (blue line) and the average for the 2015-17 crops (red line) for corn (Figure 1) and soybeans (Figure 2).  
 The indices shown in Figures 1 and 2 are the average cash-forward bid for harvest-time delivery relative to the 
average price in October for the same production year. Then each month’s indices are averaged over the last three 
years (2015 to 2017) and the last seventeen years (2001 to 2017).  This averaging smooths some of the influence of an 
individual year in determining the “best” time to forward-contract. It is important to remember that the indices will 
not necessarily predict which month will be best for 2018. Figures 1 and 2 reinforces the benefit of pricing some 
percentage of expected production before harvest to receive a price that is greater than what you can receive from 
selling off of the combine without any price protection. 

Figure 1 shows that the average corn CFC price in June was 12% greater than the harvest price, on average, 
from 2015-17 (red line). Over a longer period, the average CFC price in March to April was 10% greater than the harvest-
time price, on average, from 2001 to 2017 (blue line).  Figure 1 also suggests that good contracting opportunities tend 
to slip away after June. As the market becomes more confident in the size of the crop, any price risk premiums are 
removed from the contract bids, and prices tend to decline into October harvest (Figure 1).  
 

 
Figure 1. Western Kentucky Corn Cash Forward Contract 
Price Indices for the 2001 to 2017 Crops. 

 
Figure 2. Western Kentucky Soybean Cash Forward 
Contract Price Indices for the 2001 to 2017 Crops. 

 

Figure 2 shows that the average soybean CFC price in July was 6% greater than the harvest price, on average, 
from 2001-17 (blue line). This average is slightly larger when analyzed for the 2015 – 2017 period at 8% above the 
harvest soybean price (red line). The price decline into harvest after July is similar to that for corn.  

Managers need to know what price is needed from the market and be prepared to price when opportunities 
arise. Figures 1 and 2 serve as a reminder that pricing opportunities are usually better before planting (corn) or before 
soybeans bloom.   
 
Topic 5. 2017 Corn and Soybean Basis vs. Previous Years – Implications for Storage 

A key component of marketing stored grain is monitoring local basis and understanding the seasonal 
components of basis. Figure 3 and Figure 4 show the monthly average corn and soybean spot basis, respectively, for 
twelve Western Kentucky markets.  
 

Jan Feb Mar Apr May Jun Jul Aug Sep Oct
2001-17 1.08 1.09 1.10 1.10 1.10 1.11 1.06 1.04 1.01 1.00
2015-17 1.10 1.11 1.10 1.09 1.09 1.12 1.09 1.00 0.98 1.00

0.95
0.97
0.99
1.01
1.03
1.05
1.07
1.09
1.11
1.13

2001-17 2015-17

Jan Feb Mar Apr May Jun Jul Aug Sep Oct
2001-17 0.99 1.00 1.01 1.01 1.03 1.06 1.06 1.03 1.02 1
2015-17 1.02 1.03 1.01 1.02 1.04 1.06 1.08 1.01 0.99 1

0.98

1.00

1.02

1.04

1.06

1.08

2001-17 2015-17
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Figure 3. Western Kentucky Corn Spot Market Basis Appreciation from 
September to August for 2008 to 2017 Crop Years 

The corn basis has appreciated 
from October to January by 
$0.24/bushel, which is better than 
the 2016 corn crop’s appreciation 
of $0.20/bushel basis increase. 
Managers should monitor basis as 
the 2016 crop’s basis reached 
maximum appreciation in January 
with basis then widening into 
Spring and Summer. With grain 
bins storing both the 2016 and the 
2017 corn crops, past basis 
appreciation of $0.30/bushel or 
more may be challenging to 
achieve this year.  

Basis Calculated on January 19, 2018 
 
 The 2017 corn basis is significantly wider than the previous years’ basis. The December average corn basis, as 
of January 19, was -$0.07/bushel under the March corn futures contract.  The 2017 corn basis is -$0.13 wider than last 
year’s basis and -$0.12/bushel wider than the 2013-15 average basis (Figure 3).  Notice that basis appreciation tends 
to slow after January unless there is remarkable supply or demand shocks like in the 2008-12 period (black line).  
 

 
Figure 4. Western Kentucky Soybean Spot Market Basis Appreciation 
from September to August for 2008 to 2017 Crop Years 

Figure 4 compares the spot market 
average soybean basis for the 2008-12 
crop years (black line), the 2013-15 
average (blue line), and last year’s basis 
change (red line). The average 2017 basis 
is the green line. 
 
The soybean basis (Figure 4) has a similar 
story as corn. The average soybean basis, 
as of January 19, was -$0.23/bushel under 
the March 2018 soybean contract. The 
basis is -$0.06/bushel wider than the 2016 
basis and -$0.47 per bushel wider than the 
2013-15 average basis (Figure 4). 

Basis Calculated on January 19, 2018 
 

The 2017 soybean basis has appreciated by $0.30/bushel from October to January (Figure 4), which is better 
than the $0.02/bushel appreciation for the 2016 crop. Last year, the soybean market had maximum basis appreciation 
in December as the stocks and lack of a production scare did not provide greater basis improvement in the new 
calendar year. Managers should remain aware of basis and the cost of storage for an additional month to profit from 
storage. The increased quantity of stocks in the countryside may limit strong basis appreciation as farmers may sell on 
minor basis improvements, which would reduce the need for basis improvements of years past to pull grain out of 
storage and into the market.  

 
Topic 6.  Projected Returns to On-Farm and Commercial Storage for Corn and Soybeans 
 The basis figures show the challenge managers may have in earning a return over on-farm and commercial 
storage costs in 2017. The cost assumptions for the on-farm and commercial storage costs are described in the October 
2017 newsletter and is posted at http://www.uky.edu/Ag/AgEcon/extmkt.php.  
  

Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul Aug
2008-12 -$0.21 -$0.16 -$0.05 -$0.11 -$0.02 $0.08 $0.07 $0.09 $0.20 $0.22 $0.42 $0.13
2013-15 -$0.19 -$0.26 -$0.07 -$0.02 $0.05 $0.08 $0.07 $0.10 $0.10 $0.14 $0.11 $0.02
2016 -$0.18 -$0.13 -$0.04 -$0.01 $0.06 $0.05 $0.01 $0.03 $0.02 -$0.02 -$0.12 -$0.10
2017 -$0.28 -$0.31 -$0.19 -$0.15 -$0.07

-$0.40
-$0.30
-$0.20
-$0.10
$0.00
$0.10
$0.20
$0.30
$0.40
$0.50

Corn Spot Basis - 2011-15 Average vs. 2016 Crop Year vs. 2017 Crop Year

2008-12 2013-15 2016 2017

Sep Oct Nov Dec Jan Feb Mar Apr May June July August
2008-12 -$0.24 -$0.25 -$0.15 $0.06 $0.09 $0.10 $0.07 $0.05 $0.16 $0.13 $0.96 $0.15
2013-15 $0.14 -$0.06 $0.01 $0.17 $0.24 $0.15 $0.06 $0.04 $0.09 $0.12 $0.73 $0.37
2016 $0.00 -$0.20 -$0.26 -$0.08 -$0.17 -$0.21 -$0.29 -$0.25 -$0.19 -$0.19 -$0.21 -$0.15
2017 -$0.35 -$0.52 -$0.50 -$0.32 -$0.23

-$0.60
-$0.40
-$0.20
$0.00
$0.20
$0.40
$0.60
$0.80
$1.00
$1.20

Soybean Spot Basis - 2011-15 Average vs. 2016 Crop Year vs. 2017 Crop Year

2008-12 2013-15 2016 2017

http://www.uky.edu/Ag/AgEcon/extmkt.php
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Table 8. Projected Return to On-Farm and Commercial Storage for the 
2017 Corn Crop. 

 

     A conservative spot price forecast 
using typical basis appreciation and 
current futures market prices are 
included in Table 8 for cash price 
projections for February to June 2018. 
An optimistic spot forecast uses 
historical seasonality in the futures 
market and the basis implied by forward 
contract bids listed on DTN to forecast 
spot corn prices.  
     The combination of seasonality and a 
narrowing basis implied by forward 
contract bids suggest the best potential 
return in April 2018. That result requires 
more basis appreciation and seasonality 
not seen to date.  

Returns Estimated on January 19, 2018 
 

If basis does not narrow as implied by the forward contract bids, then managers may need to cut their losses 
in February 2018. Commercial storage is not projected to provide a positive return assuming current basis and current 
futures market prices (Table 8). 

The October 2017 newsletter provides the assumptions behind the on-farm and commercial soybean storage 
cost estimates. Like in corn, there is a conservative and an optimistic price forecast. Unlike corn, there is better 
potential for positive storage returns both on-farm and through commercial storage for the optimistic forecast (Table 
9). 

 

Table 9. Projected Return to On-Farm and Commercial Storage for the 
2017 Soybean Crop. 

 

Some managers plan to store soybeans 
until January to manage tax liability 
and then sell for cash flow. The 
soybean market may provide better 
storage returns than corn past January 
2018. For a positive return to storage, 
basis will need to appreciate further, 
and there will need to be greater 
seasonality in the futures market to 
provide better price potential. Farmers 
using commercial storage may 
consider selling those beans and 
speculate with soybeans stored with 
lower cost methods. 

Returns Estimated on January 19, 2018 
 

Managers might expect greater excitement in soybeans than in corn given the relatively tighter stocks. A South 
American weather event could spur the soybean market higher. Recognize that the risk window starts to close in 
February and March as South American soybean harvest starts and risk premium is removed when the market can 
measure the size of the 2018 South American crops (Table 9). 
 
Topic 7. Corn and Soybean Storage Risk Management Opportunities to May 2018 

As we focus on storage costs and profitable returns from storage, managers may want to consider if the futures 
or options markets are providing opportunities to protect prices at levels that would cover budgeted inputs, rent, 
overhead, and provide a return for family living.  Table 10 compares the risk protection provided by hedging (or Hedge-
to-Arrive contracts), with put options, or with forward contracts for corn for varying harvested yields.  The July 2018 

Harvest Cash Price $3.20

NOV DEC JAN FEB MAR APR MAY JUNE
On-Farm Storage Cost ($/bu) $0.36 $0.38 $0.40 $0.41 $0.43 $0.45 $0.46 $0.48
Commercial Storage ($/bu) $0.61 $0.62 $0.64 $0.68 $0.69 $0.71 $0.72 $0.73

Realized Spot Price ($/bu) $3.24 $3.36 $3.46
Conservative Spot Forecast ($/bu) $3.49 $3.50 $3.56 $3.59 $3.65
Optimistic Spot Forecast ($/bu) $3.56 $3.60 $3.67 $3.66 $3.73

Returns to On-Farm Storage -$0.33 -$0.22 -$0.14 -$0.13 -$0.13 -$0.09 -$0.08 -$0.03
-$0.06 -$0.03 +$0.02 +$0.00 +$0.05

Returns to Commercial Storage -$0.57 -$3.82 -$0.38 -$0.40 -$0.40 -$0.35 -$0.34 -$0.29
-$0.33 -$0.29 -$0.24 -$0.26 -$0.20

Harvest Cash Price $9.30

NOV DEC JAN FEB MAR APR MAY JUNE
On-Farm Storage Cost ($/bu) $0.27 $0.31 $0.35 $0.39 $0.43 $0.47 $0.51 $0.55
Commercial Storage ($/bu) $0.47 $0.51 $0.55 $0.59 $0.63 $0.67 $0.71 $0.75

Realized Spot Price ($/bu) $9.36 $9.39 $9.47
Conservative Spot Forecast ($/bu) $9.52 $9.56 $9.68 $9.71 $9.83
Optimistic Spot Forecast ($/bu) $9.58 $9.67 $10.15 $10.24 $10.48

Returns to On-Farm Storage -$0.21 -$0.22 -$0.18 -$0.17 -$0.17 -$0.09 -$0.10 -$0.01
-$0.11 -$0.06 +$0.38 +$0.43 +$0.63

Returns to Commercial Storage -$9.81 -$0.38 -$0.37 -$0.37 -$0.29 -$0.30 -$0.21
-$0.31 -$0.26 +$0.18 +$0.23 +$0.44
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corn futures contract and put options on the July 2018 corn contract are compared to a cash forward contract for May 
2018 delivery. The similar price risk tools are evaluated for soybeans to measure the potential profitable returns over 
total variable costs, inputs, overhead, family living and on-farm storage to May 2018 (Table 11). 

 

Table 10. Risk Management Comparison for Corn Stored On-Farm until 
May 2018 for Western Kentucky Markets. 

 

The July 2018 corn futures contract is 
trading below budgeted break-even 
prices. With a 185-bushel corn yield, the 
break-even cash price is $4.51/bushel to 
pay for inputs, rent, overhead, storage, 
and family living expenses. Put options 
provide flexibility by placing a floor on 
price. However, put options are not at a 
price that would reduce the risk for this 
example corn farm. 

 

Table 11 illustrates that farmers may be able to use put options if yields are greater than 65 bushels/acre given 
the budgeted input costs, land rent, overhead, family living, and storage cost assumptions. Now that managers are 
preparing for income tax season, use the cost and production information to fine-tune your pricing objectives for stored 
corn and soybeans. Have these pricing targets in mind to take advantage of pricing opportunities as these opportunities 
may be fleeting. 

 

Table 11. Risk Management Comparison for Soybeans Stored On-
Farm until May 2018 for Western Kentucky Markets. 

 

Farmers harvesting 65-bushel or greater 
soybeans might be able to use the July 
soybean futures to hedge a return over 
inputs, rent, overhead, storage and family 
living expense. A put option may be feasible 
for those with even better yields depending 
on cost structure and cost of the put option. 
Put options can place a floor on price while 
having the flexibility to benefit from higher 
prices between purchase and selling grain in 
May 2018.  

 
Topic 8. Projected Corn, Soybean, and Wheat Futures Trading Ranges to Harvest 2018 
 Understanding the probabilistic trading ranges based on current futures market volatility will help managers 
gauge the likelihood of reaching their pricing objectives. Figures 5 – 7 provide the projected futures price trading range, 
by futures contract month, based on the contracts’ volatility for the previous 21-day period.  The green lines represent 
the range that describes the 68% probability of the projected trading range with the red line representing 95% 
likelihood of the expected trading range. Notice how these projections fan out for the contracts that will expire later 
in 2018. That is because there is more time until expiration; thus, there is a wider potential trading range for these 
deferred futures contracts. 

Figure 5 provides the probabilistic trading range for the corn futures contracts from March to December 2018. 
There is a 68% probability that the July 2018 corn contract will trade between $3.54 and $3.84 and a 95% probability 
that the July 2018 corn contract will trade between $3.39 and $3.99 (Figure 5).  Managers who are thinking about pre-
harvest price risk for the 2018 corn crop, the December 2018 contract has a 68% probability of trading between $3.61 
and $4.11 per bushel (Figure 5).  

Figure 6 provides the probabilistic trading range for soybean futures contracts from March to November 2018. 
The July 2018 soybean futures have a 68% probability of trading between $9.54 to $10.43 with a 95% likelihood of 
trading between $9.09 and $10.88 (Figure 6). For the 2018 soybean crop, the November 2018 futures contract has a 
68% probability of trading between $9.28 and $10.64 per bushel (Figure 6). 

 
 

Storage Hedge: May 2018
Yield 165 175 185 195
TVC+Rent ($/acre) $640 $640 $640 $640
Overhead + Family ($/acre) $110 $110 $110 $110
TVC+Rent+OH+Family+$0.46 storage ($/bu) $5.01 $4.75 $4.51 $4.31

Hedge @ $3.69+$0.06 basis = $3.75 -$1.25 -$0.99 -$0.76 -$0.55
Forward Contract at $3.59 for May 2018 -$1.42 -$1.16 -$0.93 -$0.72
Put: $3.70 strike @$0.151 = $3.61 floor -$1.39 -$1.13 -$0.90 -$0.69
Strategies Evaluated on:

Corn

January 19, 2018

Storage Hedge: May 2018
Yield 55 65 75 85
TVC+Rent ($/acre) $486 $486 $486 $486
Overhead + Family ($/acre) $110 $110 $110 $110
TVC+Rent+OH+Family+$0.55 storage ($/bu) $11.39 $9.72 $8.50 $7.56

Hedge @ $9.99 + $0.01 basis = $10.00 -$1.39 +$0.28 +$1.50 +$2.44
Forward Contract at $9.71 for May 2018 -$1.68 -$0.01 +$1.21 +$2.14
Put: $10.00 strike @$0.36 = $9.65 floor -$1.73 -$0.06 +$1.16 +$2.09
Strategies Evaluated on: January 19, 2018

Soybeans
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Trading range calculated on January 19, 2018, using the average volatility of 
the previous 21-day period. The 68% probability range is the closing futures 
price on January 19, 2018, plus and minus one standard deviation. The 95% 
probability range is the closing price plus and minus two standard deviations. 

 
 
Trading range calculated on January 19, 2018, using the average volatility of 
the previous 21-day period. The 68% probability range is the closing futures 
price on January 19, 2018, plus and minus one standard deviation. The 95% 
probability range is the closing price plus and minus two standard deviations. 

 

 
 
Trading range calculated on January 19, 2018, using the average volatility of the 
previous 21-day period. The 68% probability range is the closing futures price on 
January 19, 2018, plus and minus one standard deviation. The 95% probability 
range is the closing price plus and minus two standard deviations. 

Figure 7 provides the probabilistic trading range for 
wheat futures contract from March to December 2018 
contracts.  The July 2018 wheat futures have a 68% 
probability of trading between $4.16 and $4.81 and a 
95% probability of trading between $3.84 and $5.14. 
Those producing wheat in 2018 should monitor the July 
2018 wheat contract for opportunities to manage price 
risk if pricing targets are reached. 
 
Those that plan to store wheat into the fall may want 
to monitor the December 2018 wheat contract. 
Currently, this contract has a 68% probability of trading 
between $4.24 and $5.41 per bushel. 

 
Topic 9. 2018 Corn, Soybean and Wheat Risk Management Opportunities 
 A topic repeatedly discussed in these newsletters is that sometimes the best pricing opportunities occur while 
the seed is still in the bag. Tables 12-14 analyze the effectiveness of using cash forward contracts (CFC), hedging with 
futures, or put options in protecting revenue that covers total input costs plus cash rent for corn, soybeans, and wheat.  
 Table 12 presents risk management alternatives for Western Kentucky corn production for 2018. Several yield 
projections are provided to show what yield is needed to find profitable pricing opportunities. Three risk management 
alternatives are compared. A cash-forward-contract at $3.65/bushel is based on DTN bids for Western Kentucky 
locations. The second marketing alternative is to hedge with commodity futures, or HTA contracts, that would lock in 
an expected cash price at $3.66/bushel assuming a -$0.20/bushel harvest-time basis. The third alternative is to 
establish a price floor at $3.44/bushel by buying a put option with a $3.90 strike price that costs $0.262.  
  Table 12 reminds managers that the corn market continues to lack risk management opportunities for the 
2018 crop unless the farm routinely harvests corn yields of 200 bushels, as hedging with futures may lock in a positive 
return over input costs and rent of $0.22/bushel. 

Table 13 illustrates the potential of using risk management products to lock in a profitable return on input 
costs and cash rent for 2018 soybeans if managers routinely obtain yields greater than 60 bushels/acre. The soybean 
market may provide opportunities to lock in a cash price through forward contracts and lock in a profit of $0.82/bushel. 
Managers that are comfortable with hedging with futures or using HTA contracts may be able to lock in a profit of 
$0.98/bushel assuming a harvest basis of -$0.26/bushel under the November 2018 contract. Put options could be used 
to establish a price floor at $9.18/bushel. The flexibility of options to establish a floor and to benefit from higher prices 
may be a good alternative for managers to consider for bushels planned to be sold at harvest (Table 13). 

January 19, 2018Futures Trading Range Calculated on:

$3.00

$3.25

$3.50

$3.75

$4.00

$4.25

$4.50

Mar-18 May-18 Jul-18 Sep-18 Dec-18

Figure 5. Corn Futures Closing Price 68% Probability (Green) and 95% 
Probability (Red) Trading Range

January 19, 2018Futures Trading Range Calculated on:

$8.25

$8.75

$9.25

$9.75

$10.25

$10.75

$11.25

Mar-18 May-18 Jul-18 Sep-18 Nov-18

Figure 6. Soybean Futures Closing 68% Probability (Green) and 95% Probability 
(Red) Trading Range

January 19, 2018Futures Trading Range Calculated on:

$3.00

$3.25

$3.50

$3.75

$4.00

$4.25

$4.50

$4.75

$5.00

$5.25

$5.50

$5.75

$6.00

Mar-18 May-18 Jul-18 Sep-18 Dec-18

Figure 7. Wheat Futures Closing Price 68% Probability (Green) and 95% 
Probability (Red) Trading Range
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Those farms that routinely 
produce 180-bushel corn may 
be able to lock-in a profit above 
input costs and cash rent. Farms 
with lower expected yields do 
not have profitable risk 
management opportunities at 
current prices (Table 12). 

    

 

The largest projected returns 
are from using hedging with 
CFC providing a lower return. 
Those managers seeking to 
place a floor on price may be 
able to lock in a minimum 
return more than $0.46/bushel 
protected with put options at 
60-bushel yields (Table 13). 

 

 It should be no surprise that the wheat market currently is not offering profitable risk management 
opportunities unless the farm average yield has been 90-bushel wheat or larger (Table 14). The wheat example assumes 
that double-crop soybeans are also produced, so the pricing target only covers all wheat input costs and 50% of land 
costs.  Managers that routinely produce large yields may be able to use risk management to protect returns (Table 14). 
 

 

Those managers that routinely yield 
90-bushel wheat may be able to lock 
in a profitable return through CFC or 
hedging. Those with lower wheat 
yields will rely on the double-crop 
soybeans to provide the potential for 
this enterprise to be profitable (Table 
14). This reinforces the need to 
protect soybean price risk to improve 
the wheat / double-crop soybean 
enterprise. 

 
Topic 10. Post-Harvest Corn and Soybeans Risk Management Plan – January 2018 Update 

The October 2017 newsletter discusses the cost assumptions, reviews the effectiveness of the pre-harvest risk 
plan, and sets the stage for the post-harvest risk plan. The game plan developed in October 2017 provides both price 
targets and a decision date to force action. The plan is revised with lower pricing objectives for corn and soybeans. The 
corn game plan is to sell 25% of stored corn using HTA contracts for May delivery at $3.75, $3.80, $3.90 per bushel for 
a composite price of $3.89 per bushel with the expected basis. The soybean plan is to sell 25% of stored soybeans using 
HTA contracts for May delivery at $10.05, $10.15, $10.20, and $10.20 for a composite price of $10.19/bushel including 
basis.  

Figure 8 shows the percentage of the days the July 2018 corn futures contract closed at or above various prices 
since July 1 (black line), and September 1 (blue line). The blue line is condensed which shows the narrow trading range 
since September 1. Managers striving to price in the top 1/3 of the market currently need a price of $3.80 per bushel 
or higher. The black line is spread out which indicates there was an opportunity to hedge stored corn at $4 per bushel 
or higher last summer.  Figure 8 illustrates how commodity futures are a tool that expands the marketing window and 
should be considered by proactive managers. 

 

Yield 160 170 180 190 200 210
TVC+Rent ($/acre) $703 $703 $703 $703 $703 $703
TVC+Rent ($/bu) $4.39 $4.14 $3.91 $3.70 $3.52 $3.35

CFC @ $3.65 -$0.74 -$0.49 -$0.26 -$0.05 +$0.13 +$0.30

Hedge @ $3.86 + -$0.20 basis = $3.66 -$0.74 -$0.48 -$0.25 -$0.04 +$0.14 +$0.31

Put: $3.90 strike @$0.262 = $3.44 floor -$0.96 -$0.70 -$0.47 -$0.26 -$0.08 +$0.09
Strategies Evaluated on:

Table 12. Risk Management Alternatives for 2018 Western Kentucky Corn for Various Yield Objectives.

January 19, 2018

Table 13. Risk Management Alternatives for 2018 Western Kentucky Soybeans for Various Yield Objectives.
Yield 40 50 60 70 80
TVC+Rent ($/acre) $523 $523 $523 $523 $523
TVC+Rent ($/bu) $13.08 $10.46 $8.72 $7.47 $6.54

CFC @ $9.54 -$3.54 -$0.92 +$0.82 +$2.07 +$3.00

Hedge @ $9.96 + -$0.26 basis = $9.70 -$3.38 -$0.76 +$0.98 +$2.23 +$3.16

Put: $10.00 strike @$0.562 = $9.18 floor -$3.90 -$1.28 +$0.46 +$1.71 +$2.64
Strategies Evaluated on: January 19, 2018

Table 14. Risk Management Alternatives for 2018 Western Kentucky Wheat for Various Yield Objectives.
Yield 50 60 70 80 90
TVC+50% Rent ($/acre) $371 $371 $371 $371 $371
TVC+Rent ($/bu) $7.42 $6.18 $5.30 $4.64 $4.12

CFC @ $4.31 -$3.11 -$1.87 -$0.99 -$0.33 +$0.19

Hedge @ $4.49 - $0.10 basis = $4.39 -$3.03 -$1.80 -$0.91 -$0.25 +$0.27

Put: $4.50 strike @$0.234 = $4.17 floor -$3.25 -$2.02 -$1.13 -$0.47 +$0.04
Strategies Evaluated on: January 19, 2018
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Figure 8. Distribution of July 2018 Corn Futures Closing 
Price from July 1 and September 1, 2017, to January 19, 
2018. 

 
 
Figure 9. July 2018 Corn Futures Price Forecast based 
on Seasonal Change from September to June for the 
2008 to 2016 Crop Years.  
Forecast on January 19, 2018 

 

Figure 9 uses the historical percentage change in monthly prices from December to the end of the futures 
contract in June to forecast the price potential for the July 2018 corn futures contract.  The average price appreciation 
for the 2013 to 2015 crops (red line) implies the potential for $3.80 futures in April. If the futures market has a similar 
appreciation as for the 2016 corn crop (green line), then $3.75 may be reached in February. A quick glance at Figure 6 
reminds us that the July 2018 corn futures have not traded at or above $3.85 per bushel since September 1, 2017, so 
significant appreciation may be limited without a change in market fundamentals (Figure 8).  

Table 15 provides an update on the projected profitability of the 2017 corn crop from both the pre-harvest 
and post-harvest marketing game plan. The game plan is to use HTA contracts to sell at a composite price of $3.83 per 
bushel and capture the expected average basis of +$0.06/bushel in May 2018. If realized, the plan will cover have a 
deficit for total economic costs, on-farm storage costs and family living (Table 15). The right side of Table 15 considers 
the profitability of all of the stored corn is priced with HTA contracts for the current net price of $3.75 per bushel. Table 
15 is a reminder that pricing everything at current price levels will not achieve profitability goals, as there is a projected 
deficit of $150/acre over inputs, land, family living, and overhead (Table 15). Sensitivity analysis on yield shows that 
farms with corn yields of 200 bushels/acre need a $4.21 cash price to cover total budgeted costs. If managers chose to 
HTA all stored corn now, the loss would be $-56/acre over total budgeted corn costs even with more abundant yields. 
  

Table 15. Risk Management Projected Profitability for Stored 2017 Corn for Game Plan and HTA Everything Now. 

 

 

Figure 10 shows the percentage of the days the July 2018 soybean futures contract has closed at or above 
various prices. The black line illustrates the frequency of trades since July 1, 2017, while the blue line shows the 
frequency of closing prices since September 1, 2017. Notice that the blue line is not as spread out like the black line. 
The blue line shows that the July 2018 soybean contract has been trading higher and has not traded below $9.80 per 
bushel since September 1, 2017. Managers determined to price in the top 1/3 of the trading range have a target of 
$10.14 per bushel (Figure 10).  
  

$3.50 $3.60 $3.70 $3.79 $3.82 $3.95 $4.00 $4.10 $4.15 $4.25 $4.35
1-Jul 0% 0% 26% 49% 65% 79% 81% 91% 94% 99% 100%
1-Sep 0% 0% 38% 68% 88% 100% 100% 100% 100% 100% 100%

0%
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30%
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80%
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100%

July 2018 Corn - Cumulative Probability 
1-Jul 1-Sep

$3.50

$3.55

$3.60

$3.65

$3.70

$3.75

$3.80

$3.85

Sep Oct Nov Dec Jan Feb Mar April May Jun

July 2018 Corn Price Potential - Seasonal Indices for 
2008-12, 2013-15, and 2016 Crop Years

2008-12 2013-15 2016 2017

Projected Returns from Stored Corn Grain Risk Plan -- January Update Projected Returns from Stored Corn Grain if HTA All Right Now
Bushels $/bushel $/Acre Bushels $/bushel $/Acre

Pre-Harvest Risk Plan 52.5 $3.79 $199 Pre-Harvest Risk Plan 52.5 $3.79 $199
Stored Risk Plan 122.5 $3.89 $476 HTA all Stored Corn Now 122.5 $3.75 $459
Total Revenue $675 Total Revenue $658

Return over Total Economic Costs -$28 Return over Total Economic Costs -$45
Return over Storage Costs -$0.69 -$85 Return over Storage Costs -$0.83 -$102
Return over Family Living -$1.08 -$133 Return over Family Living -$1.22 -$150
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Figure 10. Distribution of July 2018 Soybean Closing Price 
from July 1 and September 1, 2017, to January 19, 2018. 

 
Figure 11. July 2018 Soybean Futures Price Forecast 
based on Seasonal Change from September to June for 
the 2008 to 2016 Crop Years.  
Forecast January 19, 2018 

 

Figure 11 provides a forecast of potential July 2018 future prices using historical percentage change in monthly 
futures prices. The July 2018 contract may reach $10.25 in March 2018 based on the 2013-15 average. The concern for 
soybeans is if the futures market moves in a similar pattern as last year. The green line in Figure 11 shows the potential 
downside risk to below $9/bushel in April 2018 for soybeans once South America enters the export market, and the 
market stops rewarding farmers to store soybeans. The dichotomy in soybeans is that the stocks are relatively tight 
and may generate prices at $11 per bushels if the 2013-15 crop year price pattern is repeated. However, the green line 
in Figure 9 is a reminder of downside risk. 
 Table 16 provides a comparison of expected profitability if the stored soybean game plan is achieved. While 
the plan is to price stored soybeans at an aggregate price of $10.19 per bushel, the revenue is not sufficient to entirely 
cover expected family living costs. An additional $0.96/bushel on 39.5 bushels/acre stored is needed to cover family 
living expense fully (Table 16).  If all stored soybeans are priced with a hedge-to-arrive contract at a current price of 
$10.01 per bushel for May delivery, then the deficit over family living expense would increase to -$45/acre (Table 16).  
 

Table 16. Risk Management Game Plan and Projected Profitability for Stored 2017 Soybeans. 

 

 

Sensitivity analysis on harvested yield shows that those harvesting 65 bushels/acre soybean would need $9.18 
to break-even over total budgeted costs. At the higher yield, using an HTA on all stored bushels at current prices would 
provide a +$40/acre positive return on total budgeted costs. 

 
Topic 11. Preliminary 2018 Corn and Soybean Risk Management Plan – Establishing Targets and 
Action Dates 

The budgeted break-even prices for the 2018 corn and soybean crop were discussed in the November 2017 
newsletter. Table 17 shows the frequency of the percentage of the days that the December and November 2018 
contracts closed at or above the relevant breakeven levels since September 1, 2017. The breakeven prices are adjusted 
by the three-year average harvest basis to equate a cash market price to the futures market price. The December 2018 
corn futures contract is offering protection over inputs but is not at a level to protect rent, overhead or family living 
expense (Table 17). The November 2018 soybean futures contract has been trading at levels that cover inputs and cash 

$9.70 $9.80 $9.90 $10.00 $10.10 $10.14 $10.25 $10.40 $10.60
1-Jul 6% 14% 26% 41% 59% 65% 84% 96% 100%
1-Sep 3% 20% 37% 60% 66% 89% 100% 100%
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July 2018 Soybeans Cumulative Probability 
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$8.50
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$9.00
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$9.75
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$10.75
$11.00
$11.25
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July 2018 Soybean Price Potential - Seasonal Indices for 
2008-12, 2013-15, and 2016 Crop Years

2008-12 2013-15 2016 2017

Projected Returns from Stored Soybeans Grain Risk Plan -- January Update Projected Returns from Stored Soybeans Grain Risk Plan -- HTA All Now
Bushels $/bushel $/Acre Bushels $/bushel $/Acre

Pre-Harvest Risk Plan 16.5 9.85 $163 Pre-Harvest Risk Plan 16.5 9.85 $163
Stored Risk Plan 39.5 $10.19 $403 HTA All Stored Now 39.5 $10.01 $395
Total Revenue $565 Total Revenue $558

Return over Total Economic Costs $30 Return over Total Economic Costs $23
Return over Storage Costs $10 Return over Storage Costs $3
Return over Family Living -$0.96 -$38 Return over Family Living -$1.14 -$45
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rent. A futures price of $10.66 is needed to cover budgeted overhead, and $11.38 per bushel is needed to provide 
$40/acre for family living ($88,000 in family living expense divided by 2200 crop acres). 
  

Table 17. Frequency of the December 2018 Corn and November 2018 Soybean Futures Contract Closing above Corn 
and Soybean Break-Even Cost Targets since September 1, 2017. 

 
Evaluated January 19, 2018 
 

What is the takeaway message for managers? Managers should prepare budgets to know what their breakeven 
prices are to cover various cost objectives. Table 17 shows little opportunity to hedge the 2018 corn crop with more 
opportunity for the soybean crop.    

 
December 2018 Corn Futures Contract Chart (as of January 23, 
2018) 

The December 2018 corn futures contract has a 
similar chart as the December 2017 contract. 
That is not meant to be a compliment. The 2018 
corn contract has been trading in a sideways 
pattern since harvest 2017 with nearby 
resistance at the $3.88 to $3.90 area. If DEC 18 
corn breaks higher, the next resistance is at 
$3.92 and again at $4.  Support is at $3.78. 
 
The corn market is not providing opportunities 
to lock in at levels that could cover rent or 
overhead expense. A weather event in the 
Midwest or critical Southern Hemisphere 
production regions may provide an opportunity 
for higher prices If the Prospective Plantings 
report shows a more substantial than expected 
reduction in corn area, the DEC 2018 corn 
contract may push higher and provide some 
pricing opportunities. 

 
 

Table 18. 2017 Corn Risk Management Game Plan as of January 24, 2018.  

 

The initial corn risk plan is to scale-up HTA or 
CFC sales starting at $4 (HTA) or $3.80 (CFC). 
The initial quantities and decision dates are 
provided in Table 18. The plan will require 
DEC 2018 corn futures to move higher to 
reach pricing objectives. If the plan is 
realized, the average expected cash price is 
$4.15 per bushel. That price would not cover 
budgeted overhead and family living 
expense. 

Break Even + Basis DEC 2018 Corn Break Even + Basis NOV 2018 Soybeans
Total Variable Costs $3.22 100% $6.58 100%

+ Rent $4.22 0% $9.76 97%

+ Overhead $4.58 0% $10.66 0%

+ Family Living $4.81 0% $11.38 0%

Frequency of DEC 2018 Corn and November 2018 Soybean Futures Closing Above 
Targets since September 1, 2017

Expected Corn Production (Bushels/Acre) 175
Date Priced Price Target HTA Price Target CFC Bushels Priced Expected Cash Price
Jan-Feb $4.00 $3.80 17.5 $3.80
FEB - MAR $4.15 $3.95 17.5 $3.95
MAR-APR $4.30 $4.10 17.5 $4.10
APR-MAY $4.40 $4.20 35 $4.20
MAY-JUN $4.60 $4.40 35 $4.40

Bushels Priced 122.5
Average Expected Cash Price $4.15
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November 2018 Soybean Futures Contract Chart (as of January 23, 2018) 

The November 2018 soybean futures 
contract may have greater risk 
management opportunities. Resistance 
is at the $10.10 and again at the $10.20 
price level. Support may be at $9.90 and 
$9.80 and again at $9.70.  The downside 
risk is if the NOV 2018 contract slips 
below $9.70, as there is little resistance.  
 
A weather event in North or South 
America or a surprise of fewer than 
expected acres in the March 
Prospective Plantings report may 
provide opportunities near the top of 
the recent contract highs.  

 

Table 19. 2017 Soybean Risk Management Game Plan as of January 24, 2018.  

 

The 2018 soybean game plan has already 
hedged (HTA) 10% of expected production at 
$10.02 on January 23, 2018. The plan scales 
up the use of HTA or CFC at defined prices 
and dates. If realized, the expected cash price 
of $10.29 would cover all of the inputs and 
land costs and a majority of overhead 
expense. The plan has targets that would 
require a weather event to reach. Managers 
should have objectives in place, as the pricing 
window for some objectives may not last 
very long in the market.  

 

Notice that this plan is not trying to capture the highest possible price. The design of this plan is to reduce risk 
and to avoid a near fatal blow to the firm’s revenue that creates liquidity and solvency problems.  
 
Topic 12.  How Do I Get on the Email Distribution List to Receive this Newsletter? 
 The Crops Marketing and Management Update is published monthly usually after the release of the USDA: 
WASDE report. You can find this issue and past issue on the UK Agricultural Economics Department’s website at 
http://www.uky.edu/Ag/AgEcon/extcmmu.php. Email todd.davis@uky.edu to receive the newsletter by email. 
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Expected Soybean Production (Bushels/Acre) 55
Date Priced Price Target HTA Price Target CFC Bushels Priced Expected Cash Price

1/23/2018 $10.02 5.5 9.77
FEB - MAR $10.25 $9.95 5.5 $9.95
MAR-APR $10.45 $10.15 5.5 $10.15
APR-MAY $10.75 $10.45 8.25 $10.45
MAY-JUN $11.10 $10.80 8.25 $10.80

Bushels Priced 33
Average Expected Cash Price $10.29
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