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How Do | Start Protecting a Price? ers understand risk management tools and

concepts. Several milk marketing coop-
eratives have risk management specialists
tasked to help members understand the
cooperative’s risk management tools. Ex-
tension educators, nutrition consultants,
veterinarians, bankers, accountants, crop s s ""\ ALAN ZEPP
insurance agents and many other people, /,-f Risk
that you know and trust, can help. You Management
need to start the process. Program

. . Coordinator
Because of the Christmas holidays, 717-420-7448

Price risk management is a new concept to many dairy pro-
ducers. Joe Dairyman is constantly evaluating new concepts
to see how they fit into his business. No-till, embryo transfer
and rotational grazing are all subjects that Joe has looked at.
He asks for opinions from his neighbors, feed consultant, vet-
erinarian, and others to determine whether these concepts will
fit into the way Joe manages his farm. Before Joe decides to
use embryo transfer, he needs to understand the procedure,
find someone who can do it on his farm, and accurately esti-

mate the costs. Then Joe decides whether or not using embryo .
transfer will increase his long term profits. LGM will be offered for saledon Dec.18  5zepp@centerfor
Becoming comfortable with price risk management con- & 19, 2009. Your questions and comments  gajryexcellence.org
are always welcomed.
should understand the language and strategy of risk manage- Dairy LGM Actual Margin 08-09 MDec. 4, 2009 Expected Margin
ment, know who to call to take action, know what the costs 1
will be and experiment a little. As with all new concepts, there H
is a lot of information to be aware of. Once you make up your . . . . . . .
mind that price risk management is important to the future of
your business, you will spend the time needed to learn the lan- I I
guage and concepts. The goal when you study any new topic H
should be that you understand that topic well enough to say: I I
There are many resources for help. My role is to help farm- = =
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CME DAILY FUTURES & OPTIONS TRADING — DECEMBER 8, 2009 CLOSE
DEC-09  JAN-10 FEB-10 MAR-10 APR-10 MAY-10 JUN-10 JUL-10 AUG-10 SEP-10 OCT-10 NOV-10
CLASS 11l MILK FUTURES ($/CWT)
r’l 14.71 14.50 14.54 15.01 15.29 15.42 15.70 16.15 16.20 16.24 16.05 15.95
14.84 14.97 15.09 15.40 15.53 15.70 15.90 16.14 16.24 16.16 16.00 15.95
------------------------ HIGHEST & LOWEST DAILY SETTLE PRICE OVER LIFE OF CONTRACT AND MONTH/YEAR IT OCCURRED  ----=--=======-----
20.64 6/08 20.30 6/08 19.89 6/08 19.75 6/08 19.60 6/08 19.50 6/08 19.20 7/08 19.20 7/08 16.24 12/09 16.24 12/09 16.06 12/09 15.95 12/09
13.009/09 13.23 109 13.318/09 13.418/09 13.58 8/09 13.82 8/09 14.49 8/09 14.759/09 15.00 9/09 15.35 10/09 15.44 11/09 15.95 12/09
MILK BASIS ($/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
mc= NY 197 232 2.1 2.32 1.04 1.43 1.57 1.61 1.44 1.39 1.79 217
Milk VT 199 238 2.15 242 1.10 1.39 1.69 1.71 1.44 1.53 1.99 2.27
Loss DE 243 282 2.61 2.74 1.36 1.65 2.05 2.03 1.80 1.79 2.29 2.61
,‘f,%”\j’act MD 239 278 2.57 2.70 132 161 2.01 1.99 1.76 1.75 225 257
miic OH 223 232 2.15 2.34 0.98 1.25 1.51 1.63 1.26 1.33 1.91 2.31
(not Wv 183 222 2.01 214 0.76 1.05 1.45 1.43 1.20 1.19 1.69 2.01
isshgz/t/{j) MILC PAYMENT ($/CWT) FORECASTS Based on Futures as of Fri., Dec. 4, 2009
mated 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
14.50 0.04 14.50 0.39 14.50 0.60 15.00 0.65 15.25 0.74 15.250.77 15.50 0.83 16.00 0.97 16.00 1.03 16.00 1.06 16.00 1.21 15.75 1.18
MAR-10  MAY-10 JUL-10 SEP-10 JAN-10 MAR-10  MAY-10 JUL-10
CORN (S/BU) OPTIONS — CALLS Example SOYMEAL ($/TON) OPTIONS — CALLS
2801043 2901072 3101025 3.20 1.044 o Daily Strike 280 3270 2803340 2803660 290 35.55
3300501 340065 3500724 410051 rce/PrEMUT 990 2315 3002045 3002485 310 26.05
3.800263 3.900354 4.000450 5.000.254 310 815 340 695 360 7.75 390 8.00
4200117 4.800105 5.400120 6.100.100 330 185 390 195 440 155 490 195
CORN FUTURES ($/BU)
3.694 3.850 3.960 4.056 4.130 4206 4314 4376 4.432 4364 4334 4514
WEEKAGO
3.996 4.144 4.244 4.326 4.384 4444 4534 4.584 4.640 4.580 4.544 4.704
SOYMEAL FUTURES ($/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
316.6 308.1 305.0 304.4 306.0 305.5 302.2 296.2  296.0 297.0 299.0 297.0
WEEKAGO
324.7 3134 308.9 306.1 307.0 306.7 304.4 2994 2994 299.4 301.4 299.4

cepts is no different than any other new undertaking. You $16 1
“I know what to do,” not “I dont know what to do.”
WEEKAGO
Income NJ 181 220 1.99 212 0.74 1.03 1.43 1.41 1.18 117 1.67 1.99
at$0.37  GLASS Il MILK ($/CWT) OPTIONS — PUTS — Daily Strike Price / Premium
DEC-09 MAR-10 MAY-10 JUL-10 SEP-10 DEC-10 MAR-11 MAY-11  JUL-11  SEP-11 DEC-11 JUL-12
*=7NEW MILK MARGIN — LATEST PSU VALUES — OCT 2009  CME DAIRY CASH-SETTLED FUTURES ($/LB) 12/08/09  SPOT CASH

JOFC = FEED COST I0FC ($/COW  MILK MARGIN DEC JAN FEB MAR APR MAY JUN 12/08/09
income  (Nowbased on $/CWT mill) @65 Ibsmilk) ($/CWTmilkjy ~ NFOM 1285 1370 1375 1.375 1.300 1.300 1.300  1.4075
Over ~ CURRENT 5.85 6.21 9.55 WHEY 0360 0.380 0.382 0.382 0.387 0.373 0.379 N/A
Feed PREVMO 6.14 5.24 8.06 BUTTER 1460 1410 1415 1456 1480 1525 1565  1.4300
Cost YRAGO 6.92 8.12 12.47 CME SPOTCHEESE: 40 LB BLOCKS 1.7000 / BARRELS 1.4600
* = ANNOUNCED FEDERAL ORDER PRICES ($/cw1) CURRENT FEDERAL ORDER VALUES ($/LB)
NEW cLiabv  *cL il *CLII *CLIV  ALLMILK US. ALL-MILK PA WKENDING 12/04/09 NOV. 2009
13.99 pec)y  *13.24 (vov) *14.08 nov) *13.25nnov)  15.00(Nov)  16.40 (vov) PRODUCT VALUE MAKEALLOW NET  COMPONENTS
MONTH AGO CHEESE 15169 0.2003 1.3166 PROT 2.6991
12.86 11.93 12.82 11.86 13.80 15.80 BUTTER 1.3817 0.1715 1.2102 B.FAT 1.4656
YEARAGO NFDM  1.1120 0.1678 0.9442 N.FAT 0.9348
15.43 14.45 15.51 12.25 17.10 19.20 DRYWHEY 0.3471 0.1991 0.1480 OTHER 0.1524

Pricc  CATTLE FOR DAIRY PURPOSES ($/HEAD) NORTHEAST (Average of USDA-Reported sales — New Holland, PA — (Dec. 2, 2009)
averages COWS: Fresh Bred Springing HEIFERS: Bred Springing Open: 300-600 Ibs  600-900 Ibs  900-1200 Ibs BULLS (600-1200 Ib)

lgglggé 1425 N/A N/A 1175 1165 N/A 715 N/A 585
lower-end FOUR WEEK AVG
‘common’ 1_360 N/A 1115 1140 1245 470 715 785 635
ng?e%’d ﬁﬂg;g:ﬁﬁ ;flf;':f)‘igyggogo“ggrm News for FED HOLSTEIN STEERS ($/CWT LIVEWEIGHT)  CURRENT WKAGO  YRAGO
' o Choice & Prime 1250-1550 Ibs 72.35 N/A 72.50
CULL MARKET COWS ($/CWT LIVEWEIGH
- VAR ¢/ " BULL CALVES: No. 1 & 2, 85-130 Ibs 51.00 4800  66.00
Premium White Breakers Boners Lean
44.00 4335 4150 38.60 broudht 1o vou by
/}gelg% J— WEEK AGOQ --remememrmmmmmnmemene gnt1o you by
45.75 4475 4225  39.60 RIS L aeggiaas ol
dressmg ) CAETEE B0
""""""""""" YEARAGOQ ----mrmmmmmmmmeemoennes ( /.- nﬁll’HEKf_ELlEM_~ W_ [FA }"“] SH IJ = pennsylvania
47.50 4450 4100 37.25 —ie—




