Contract Composite

ELEC. CORN (@C) [10]

Month Last Chg High Low
Sep-19  3482s -0'2 3496 3446
Dec-19  360'0s -1'4 3634 356'6
Mar-20 372'2s -2'2 376'2 3692
May-20  3816s -1'6 3850 3782
Jul-20 389'0s -1'6 392'2 386'0
Sep-20 3942s -1'6 3972 3920
Dec-20 402'0s -1'2 404'2 3996
Mar-21 4130s -06 4144 4110
ELECTRONIC OATS (@0) [10]
Month Last Chg High Low
Sep-19  2870s 52
Dec-19  2796s 52 282'4 2670
Mar-20  280'6s 4'6 281'4 2700
May-20  2792s 66 280'0 2730
Jul-20 279'2s 64 -—- -
Sep-20 2802s 7'0 275'6 2734
Dec-20 2802s 70 - -
Mar-21 2802s 70 - ---
ELECTRONIC ROUGH RICE (@RR) [10]
Month  Last Chg High Low
Sep-19 11.845s 0.080 11.890 11.890
Nov-19 12.095s 0.080 12.100 11.975
Jan-20 12.245s 0.070 12.250 12.160
Mar-20 12.365s 0.085 12.380 12.290
May-20 12.485s 0.080 - -
Jul-20  12.565s 0.070 - -
Sep-20 12.300s 0.000 - -

ELECTRONIC BARLEY (@BW) [0]

Month

Last

Chg High

Low

ELEC. SOYBEANS (@S) [10]

ELEC. WHEAT (@W) [10]

Page 1 of 1

Month Last Chg High Low Month Last Chg High Low
Sep-19 8540s -52 8536 8514 Sep-19 477'4s 70 4890 4792
Nov-19 866'4s -5'4  873'4 864'0 Dec-19 477'ds 46  482'4 4750
Jan-20 880'4s -5'2 8872 8774 Mar-20 484'0s -3'4 4874 481'4
Mar-20 894'0s -5'0 900'0 8910 May-20 488'4s  -1'6 491'4 4854
May-20 906'2s  -4'4 911'2 9026 Jul-20 491'6s  -1'0  493'0 488'0
Jul-20 916'2s -4'4 921'0 9130 Sep-20 499'2s 06 5006 496'4
Aug-20 920'6s -4'2 9230 919'4 Dec-20 512'2s 0'0 512'6 5082
Sep-20 923'4s -4'0  924'6 9204 Mar-21 521'6s 02 5216 5192

ELECTRONIC SOYBEAN MEAL (@SM) [10] ELECTRONIC SOYBEAN OIL (@BO) [10]
Month Last Chg High Low Month Last Chg High Low
Sep-19 2896s -33 2918 2889 Sep-19 28.73s 035 2868 28.67
Oct-19 2910s -33 2950 290.2 Oct-19 2865s 030 2874 28.26
Dec-19 2947s -34 2988 2938 Dec19 28.83s 030 2892 2844
Jan-20 2966s -34 3005 2956 Jan-20 29.03s 028 2911 2865
Mar-20 300.0s -30 3034 299.0 Mar-20 2932s 028 2939 28.94
May-20 304.3s 2.7 3073 303.0 May-20 29.66s 029 2971 29.28
Jul-20 308.7s -27 3114 3075 Jul-20 30.00s 0.30 30.04 29.61
Aug-20 310.8s -26 3134 3098 Aug-20 30.15s 0.32 30.14 29.88

ELEC. HRW WHEAT (@KW) [10] ELEC. HRS WHEAT (@MW) [10]
Month Last Chg High Low Month Last Chg High Low
Sep-19  376%6s -52 — Sep-19  4850s -24
Dec-19 398'4s -52 403'4 3972 Dec-19 502'2s -1'4 5056 5012
Mar-20 412'4s 50 4174 411'4 Mar-20 517'0s -1'6 5200 5156
May-20 422'6s  -4'2 426'6 4216 May-20 528'0s -2'2 5304 5280
Jul-20 432'6s -4'0 436'6 4316 Jul-20 539'2s -2’2 5406 5392
ELECTRONIC CANOLA (@RS) [10] Sep-20  549'6s -2'0 5506 5494

Month  Last Chg High Low ELECTRONIC MILLING WHEAT (@WA) [0]
Nov-19  4411s 17 4427 4384 Month  Last Chg High Low
Jan-20  448.8s 1.6 4503 4462
Mar-20 456.0s 1.5 4576 4536
May-20 462.3s 1.2 4838 4600
Jul-20 468.2s 0. 4696 467.0

ELECTRONIC DURUM WHEAT (@DW) [0]
Month Last Chg High Low

Quotes generated on: Wed, Sep 11, 2019 2:05 PM CDT  *Quotes are in market time
9/11/2019

http://online.dtn.com/online/contracts/selectMarketQuote.do?selection=Grains
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2019 Base Line Prices for Wheat, Soybeans and Corn

Local price (forward contract) quoted at Barnesville, MN
(Wheat & Soybeans) and Cargill (Wahpeton Corn Plant) for
2019 grain on the second Monday of each month. County Loan
is the Minimum Price.

Month | Wheat |Basis | Soybeans | Basis| Corn | Basis
Jan 2019 5.28 -.60 8.28 -1.24 | 3.57 -45
Feb .22 -.58 8.35 -1.23 | 3.56 -43
Mar 5.06 -.50 8.04 -1.25 | 347 -43
Apr 4.87 -.54 8.13 -1.23 | 3.51 -40
May 4.67 -.56 7.01 -1.18 | 3.26 -40
June 5.18 -.57 7.54 -1.29 | 391 -.40
July 4.75 -.59 7.90 -1.30 | 4.07 -.40
Aug 4.64 -.55 7.61 -1.25| 3.78 -57
Sept 4.21 -.74 7.32 -1.27 | 3.17 -25
Oct
Nov
Dec
Jan 2020
Feb
Mar
Apr
May
Jun
Average 4.88 | -0.58 7.8 -1.25 | 3.59 -0.42
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DAILY COMMENTARY

Wednesday, September 11, 2019

DAILY COMMENTARY

Tomorrow is D Day: the next round of massively uncertain crop

production reports. Below is the cheat sheet that DTN published today of

the most recent average estimates.

U.S. PRODUCTION (Million Bushels) 2019-20

Sep Avg
Corn 13614
Soybeans 3,296
US AVERAGE YIELD {Bushels Per Acre) 2019-20 {WASDE)

Sep Avg
Corn 166.7
Soyheans 472
U.S ENDING STOCKS (Million Bushels) 2018-2019

Sep Avg
Corn 2398
Soybeans 1.043
U.S ENDING STOCKS (Million Bushels) 2019-20

Sep Average
Comn 1.965
Soyheans 461
Wheat 1014
WORLD ENDING STOCKS {Million metric tons) 2018-2019

Sep Avg
Corn 329.6
Soybeans 1141
Wheat 2753
WORLD ENDING STOCKS (million metric tons) 20:19-20

Se Avg
Corn 3018
Soyheans 1016

Wheat 2855

High
14.003
3.745

High
170.7
490

High
2460
1084

High
2.269
797
1037

High
3323
1159
2769

High
307.0
1190
2881

Low
13.040
3499

Low
1630
240

Low
2.280
990

Low
1570
565
09

Low
3270
1130
2720

Low
2927
970
2830

Aug
13.901
3.680

Aug
169.5
485

Aug
2.360
1070

Aug
2181
755
1014

Aug
3286
1145
275.5

Aug
307.7
1017
2854

2018-1
144z
4.54

2018-1
176
<7}



CORN COMMENTARY

We aren’t certain which number will be the surprise but none of them are
exciting us at the moment. Average guesses have yield down almost 3
BPA versus last month in corn, while soybeans are down 1.3 BPA. We
think the latter is much easier to believe. Our long term thought is that the
corn crop isn't there. However, expecting farmer surveys to drop

substantially from August is hard to believe given the quiet weather.

Our main expectations for the report are that harvested acres should be
reduced, but the USDA isn’t quick to kill a crop. By the time harvest is
finished, we expect a good 2 to 3 million acres to be removed from grain
production. That might incrementally start this week. The average guess
for harvest acres is 81.6 million acres. This number should be closer to

79 million by the time all the revisions are done.

We finished out the marketing year for Ethanol this week. Production
finished with total production at an estimated 5.56 billion bushels. That is
above the estimated USDA number of 5.425. The USDA should now

accommodate for some of that carryover in 2019/2020 corn.

December corn closed down a penny at $3.60.

SOYBEAN COMMENTARY

Futures pulled back today partially due to the fact that China only

repealed tariffs on 16 goods. None of which were soybeans or pork.



Futures aren’t holding up on the hope that China will purchase some
agricultural goods as news agencies have reported. They will believe it
when they see it. The market is looking for stocks of pork to drop
significantly towards the Chinese New Year. We wouldn’t be surprised to
see grain purchases limp until we get closer to that event. They will want

to hold as much leverage as long as they can into the harvest season.

The yield number will be important for beans as producers are appearing
to lose their optimism on soybean yields as we near harvest. The Pro
Farmer pod counts will likely be coming into play on this report as many

may rethink their expectations over the past couple weeks.

November futures finished the day at $8.66, down 5 cents.

WHEAT COMMENTARY

We have been paying attention to discounts, and falling numbers due to
the harvest issues. Allison has compiled an article with the help of ProAg
(our insurance partners) to explain the discount structure and how it

affects your revenue insurance.

FALLING NUMBERS

The wheat harvest issues we are facing this year seem to be an even
bigger concern in Canada. One buyer that emailed us this week

anticipates that western Canada is still very behind on harvest progress.



Manitoba looks to have about the same harvest progress as the Dakotas.
This will likely influence quality premiums significantly this year. We will

be encouraging the storing of high quality wheat through the winter.

Futures today were in a slight sell off with all grains as the market re-

positions for tomorrow’s USDA report.
Chicago December Wheat closed at $4.77, down 4 cents; December KC

ended at $3.98, down 5 cents; and December Minneapolis wheat closed

at $5.02, down a penny.

Recommendations



PRICE RECOMMENDATIONS

@ cash/Futures Hedged GTC Open

Corn 2018

Corn 2019 40%

Soybeans 2018 100%

Soybeans 2019 20%

Soybeans 2020 0

Wheat 2018 40%

Wheat 2019 20%

0% 25% 50% T5% 100%



The markets reacted in different ways to this week’s trade war news. Stocks went up and
commodities went down. For the week, December wheat was flat while the nearby corn contract fell
14 cents. Weather and news of October trade talks with China did little to interest traders as the
November soybean contract fell 11 cents. December meal dropped $2.30 per ton. December cotton
lost a quarter per hundredweight. Over in the dairy parlor, October Class III milk futures gained ten
cents. The livestock sector ended mixed as October cattle shed $4.05. October feeders put on a dime.
And the October lean hog contract cut 3 cents. In the currency markets, the U.S. Dollar index lost 48
ticks. October crude oil added $1.61 per barrel. COMEX Gold fell $16.60 per ounce. And the Goldman
Sachs Commodity Index gained jumped more than 7 points to finish at 403.95. Joining us now to
offer insight on these and other trends is market analyst Jeff French. Jeff, welcome to the table.

French: Thanks for having me.

Howell: Jeff, let's start out here with a social media question we got from Pete in East Troy,
Wisconsin. He wants to know, at what point are we going to see the wheat market buying acres for
20207

French: Well, I think it's when the U.S. dollar stops its rally. This week the U.S. dollar is at a three year
high. It has been rallying now for seven to eight months. That is a flight to safety. It is the strongest
dollar in the world. But there are some dryness concerns in Australia regarding the wheat but then
you also had Ukraine out a week ago saying that they potentially could have three to four million
metric tons more to export. So right now the wheat market is trying to discourage acres and I think
that really flips when the U.S. dollar stops its rally.

Howell: And one thing that we saw this week were some acre expectations for corn and soybeans for
the 2020 growing season, crazy to think that we're already talking about that. But is the market
factoring in a number of a bigger corn acre for next year yet?

French: Yeah, when you look at the economics of it, the market right now, Dec 2020 $4 corn pencils
out better than what the beans are right now. Beans $9.30 minus your basis locally here, probably 90
cents to a dollar. So yeah, the projections right now the early projections are for 94 million acres of
corn so we'll see if that actually happens.

Howell: And that's going to be something crazy to watch. Jeff, as we look at that number, that huge
number coming down the pipeline potentially for 2020, how much of a cap does that put on any sort
of rally we're going to see for this growing season once things are starting to get rolling in the
combines?

French: Well, the focus right now of the market is for this new crop because we don't know what's
out there. We've seen some guesstimates and we've seen some surveys but right now 90 million
acres of corn, we'll see. The USDA has us at 91% harvested. I think that's a very aggressive number
considering the late year that we had in 1993 we harvested 86% of planted acres. So we could lose
some acres just from not harvesting them but we're going to find out a lot here moving forward
once the combines start rolling.

Howell: And I think that's the big question, especially in the corn market, on the minds of so many
producers is we're hearing varied numbers from the USDA versus private estimates on what yield is
actually going to be. If we do get a higher yield number 165, 167, 169, does that give us much upside
potential?



French: It does but it doesn't change the fact that demand right now has just been gutted. But yeah,
it would be friendly. The trade expects a bushel or two drop next week in the September report. They
also expected that in the August report, a drop, and they actually got an increase in yield, an increase
in acreage as well. So let the market do what it wants to do. If I was sitting here with a bunch of
unpriced grain going through the report I would definitely make sure [ have it protected. There's
these weekly options that are pennies because what you want to do is hedge for the unexpected.
And the selloff looks like it has run its course, it's exhausted, but it definitely could take another leg
lower.

Howell: Was the selloff what we were looking at here in the corn markets as they touched some
contract lows?

French: Yeah, we hit contract lows here today down to $3.53. We bounced a little bit going into the
close but not a good way to begin September. The funds continue to pile in on the short side. It's
estimated they're short probably 150,000 contracts. So you take out $3.53, you go to $3.42, but this
is not a place that you want to be overly bearish because at the end of the day we have a long
harvest in front of us and the yield is going to be highly variable depending on when that corn was
actually planted.

Howell: And some frost concerns potentially coming down the pipeline?

French: Yeah, I think that's what kind of broke the market here a little bit today. September right now
is forecasted to be a little bit warmer. We all know that can change. But you can't rely on a frost for
higher prices. What we need is we need some good sustained demand.

Howell: Absolutely. Jeff, let's take one more quick question here from Chris in Iowa. He said, when is
the market going to trade on the crop we have, not the crop USDA says we have?

French: I think that's when the combines actually run. And I would just caution the first yield reports
are going to be good. That is going to be your April, your May planted. You want to see the yield
reports once we get 30% or 40% harvested. So it's going to take some time. This is going to be a
long harvest. And yeah, it potentially has some chance that we could definitely move higher.

Howell: Jeff, tell me what is going on in the soybean markets. We had some positive trade news on
Thursday yet we finished down pretty drastically.

French: Yeah, that was a big move down. We were 20 lower after that development, the trade
delegation would be meeting. To me it looks like maybe the weather turns a little warmer, soybeans
to me it looks like they could be hit harder with a frost, but if it's not going to come -- at the end of
the day it's just the demand is, it's bad right now and we've got to work through these things before
we can sustain this move higher. But if the USDA does come out with a friendly number, 47, 46
bushels to the acre, we might make a move. But the next resistance up is at $8.90. That would be the
100 day moving average, that would be pretty stiff resistance.

Howell: If the USDA does address some of the yield concern in their next report or here moving
forward how much of a rally can we really have? We've still got this lack of demand from the Chinese,
we've still got a huge carryout number.

French: If you look at the corn market the first area of resistance is $3.88 up to $3.93. But again you
have the funds that have built this big short position down here. If they're going to cover their shorts



and potentially even get long that rally can be pretty explosive. But you need to look at hedging at
20 or 30 cent rally.

Howell: In both corn and soybean markets?

French: Absolutely, until we know how long this trade war is going to last, rallies need to definitely be
hedged, sold. If you do have to sell down here look to replace it with a cheap call option out to
March in case we are selling the low down here.



Falling Numbers
Wednesday, September 11, 2019

The 2019 wheat crop continues to be a challenge in many areas. We
have talked with many producers throughout the growing season
regarding wheat issues. This harvest, growers are dealing with falling
numbers and vomitoxin discounts affecting their final cash price. We want
to examine some of these issues to better understand options that are

available to producers.

***If you are dealing with these issues it is important that you

contact your crop insurance agent ASAP.***

In examples we will assume the following:

APH: 60 BPA

Spring Wheat Price: $5.77

Revenue Coverage: 80%

60 BPA * $5.77 * 80% = $277 Revenue Guarantee

FALLING NUMBERS:
Poor falling numbers (<300) are due to sprout damage. If your falling
numbers range from 299-200, the table below is used to determine the

discount factor. Falling numbers do not need to be federally graded (only



vomitoxin).

Falling Number Range Discount Factor (DF)
299-275 0.052
274-250 0.086
249-225 0.121
224-200 Q.135
Below 200 See Reduction in Value Below
Example:

Your falling numbers fall between 200-224. The discount factor used is
0.155. Assume your harvest yield is 50 BPA.

Harvest Insurance Price: $5.05

50 BPA * .845 (1-.155) = 42.25 BPA Quality Adjusted

42.25 * $5.05 = $213

$277 (Guarantee) - $213 = $64/acre Revenue Claim

If your falling numbers are below 200, the following process is used.

1. If sold prior to 60 days after the calendar date for the end of the



insurance period (EOIP), October 31 you will get a Reduction in Value
(RIV). This is the price you receive after all discounts are applied; divided

by the local market price.

Example:

Price you received after all discounts: $2.50

Local Market Price: $4.00

Quality Adjustment Factor: $2.50/$4.00 = .625
RIV: (100-62.5) 37.5% Discount Factor
Combined 50 BPA

Insurance Harvest Price: $5.05

50 BPA * .625 = 31.25 BPA Quality Adjusted

31.25 * $5.05 = $158

$277 guarantee - $158 = $119/acre Revenue claim

2. If unsold prior to 60 days after the calendar date for the end of the
insurance period (October 31) the discount factor will be 50% of your
initial RIV. However, you can elect to delay settlement with a 180 day
extension from the earlier of the harvest of the field or calendar date of

the EOIP.

Example:

RIV: 37.5%

50% of Initial RIV: 18.75

Combined 50 BPA

50 BPA * .8125 = 40.625 BPA Quality Adjusted



40.625 * $5.05 = $205
$277 guarantee - $205 = $72/acre Revenue claim

3. If you elect to delay settlement with the 180 day extension and
production is still unsold the discount factor will be 50%. If the production

is sold during the 180 day extension you will use the RIV in #1.

The University of Minnesota Extension did a great article pertaining to

falling number. You can find it using the following link:

Help, My Numbers are Falling

VOMITOXIN:

Vomitoxin has to be state graded. If the wheat is unsold, an adjuster
will need to pull a sample within 60 days of the calendar date for the
EOIP to obtain a state grade. Vomitoxin levels below 2% do not qualify
for a claim. The same insurance dates and extensions apply to vomitoxin
insurance claims as they do with falling numbers. The following table is

used to figure discount factors.



VOMITOXIN DISCOUNT FACTORS

Vomitoxin Range DF
0.1-20ppm 7000
2.1-3.0 ppm 7224 )
3.1-40ppm 310
4.1-5.0 ppm T,EW
5.1-10.0 ppm 7 450
10.1 ppm & above See C3 Below

For sold production with vomitoxin greater than 2%, you will get a
Reduction in Value (RIV). This is the price you receive after all discounts

are applied; divided by the local market price. Refer to example #1.

If you elect the 180 day extension and production is still unsold the
discount factor will be 50% of the initial RVI. See example #2. If the
production is sold during the 180 day extension you will use the RIV in
#1.

THE WHEAT MARKET:

As we go into fall and harvest, like most fall cash crops, the wheat market
comes under pressure. Farmers with fall crops to harvest and store will
typically deliver wheat to make room. This weakens basis and with it; the

futures price. Prices for both cash and futures usually strengthen after



harvest but this may be modest without further support.

For those producers that have hauled in wheat we suggest re-owning
those bushels. Given the current outlook for corn versus wheat, we
recommend re-owning in the corn market. March 2020 corn calls are a
good option. These calls expire at the end of February and are a cost
effective option for the time and reports taking place during that time
frame. Like we have stated before, this year’s crop will take some time for

the market to digest and fully realize.

We highly recommend storing your higher quality wheat bushels if you
are able. Given the current issues with the wheat crop and slow demand,
waiting may be the best option. Hopefully, discounts and other dockages

will be lightened as high quality grain will be hard to find.
If you are able to store your crop and have concerns about cash flow

needs, CCC loans are a good option. Contact your local FSA office for

more details.

Recommendations



PRICE RECOMMENDATIONS

@ cash/Futures Hedged GTC Open

Corn 2018

Corn 2019 40%

Soybeans 2018 100%

@
Q

Soybeans 2019 20%
Soybeans 2020

1C

Wheat 2018 40

Wheat 2019 20%
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