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Craig Zydenbos

Mitigating Droughts with Small Scale Irrigation Systems
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Mitigating WWeather Extremes

via Stocking Rate
& CRP

—

UNIVERSITY OF MISSOURI

mExenS]-m Missouri Dairy Grazing Conference 2013 m










Eric Neill

Mitigating Price Risk:
Min/Max Contracts and
LGM-Dairy
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GRAPH OF MIN MAX RESULTS

Cost of Class Il Actual Pay |Adjusted Pay | Gain or

Month Min Max Contract Price Price Price Loss/cwt Total Cost to Dairy
12-Mar|$ 15.00 $ 18.00 $ 0.20 $ 15.72 S 18.79 $ 18.70 $ (0.09) (5120.00)
12-Apr|$S 15.00 $ 18.00 S 0.20 S 15.72 S 18.14 S 18.03 S (0.11) (5170.00)
12-May|$ 15.00 $ 18.00 $ 0.25 $ 15.23 S 17.59 S 17.44 $ (0.15) (5212.50)
12-Jun|$ 15.50 $ 18.00 $ 0.25 $ 15.63 S 17.26 S 17.15 S (0.11) ($150.00)
12-Jul|$ 15.50 $ 18.50 S 0.25 S 16.68 S 18.73 S 18.62 S (0.09) (5150.00)
12-Aug|$ 16.00 $ 18.00 $ 0.15 S 17.73 S 21.43 S 2134 S (0.09) ($90.00)
12-Sep|$ 16.00 $ 18.50 $ 0.15 $ 19.00 S 23.80 S 23.46 S (0.34) (5325.00)
12-Oct|$ 16.00 $ 18.00 $ 0.20 S 21.02 S 27.64 S 26.17 S (1.47) (51,288.00)
12-Nov|$ 16.00 $ 18.00 S 0.20 S 20.83 S 29.42 S 27.65 S (1.77) (51,363.50)
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2012 Milk Price ($/cwt)
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Don't ever forward price your milk

without forward pricing your feed.
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LGM FOR DAIRY
e

*  Subsidized milk/feed margin insurance specifically for dairies.

* To be able to buy the insurance, a producer has to win an application
lottery.....literally.

* Our indemnity covered our portion of the premium plus a whopping $310 dollars
for the year 2012.

* | spent as much time as | could trying to understand it before | bought it. | was one
of two producers in Missouri that bought it in 201 | but had to talk with agents in
lowa and a professor Brian Gould) at the University of Wisconsin to be able to fill
out the forms required to buy it. After finding out my indemnity was less than 10%
of what my Missouri agent and | expected, | call the professor in Wisconsin to
discuss what I'd done wrong. He suggested that in the future | buy 33% of the
insurance | need for each month | need it,in 3 month blocks, each month to
spread the risk. | realize that is a complicated sentence and have not spent any
more time thinking about that plan.
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These are

These are CBOT dollars,
projected milk and CORRECT MATH not what you are
feed numbers | S paying for feed
came up in Oct. of D:te i Jzmn Expected Actu3 GROSS NARGIN
2011 Eipected
roducton  |Expected  |Expected lasslll JCom_ [SBM_ [Cla=sil fCorn  [SBM Actuz!
WW_ AL Fewt¥| Fron¥| Vrem | Gwd | ok |V skon | v
[ am| s 576 Nabo || 1738 | 2anwr | 2ems | 1700 | 21888 | g 219 a7
> 300 38 36 Vigh|| 1872 | 22420 | 30007 | 1807 | 2asy | 1 3128] 2788
| 1z00|  1zs 184 |Jude || 1838 | zas3s | sonws | emed | 2 | a0l | o1zoss| s
/s 59 254 300 || 1638 | 22879 [ 30335 | 1573 | 2071 | 844 | 248s0] 23018
\, 1m0 71 341 [Jager|| 18se | 227es | zaasy | 1527 | 23 | 4880 | 2sse3| a1
[ 1seo| 1sms | 1sma Pyabo || 187 | 22ms7 | zosex | 1585 | 24780 | 44804 | 1sE:] 1430
7 1500 14.08 1405 /190 || 1655 | 22883 | 30887 | 1847 | 27179 | 47987 | 17884| 14440
\ 1370 1284 | 1288 [Jabg|| 1707 | 22036 [ 30987 | 1771 | 27464 | 53850 | 16380] 13848
st | ust dafo|] 1oy | anas [ 337 | eer | 2w | swed | 153s8| 14385
7 17 10 || 1882 | zoms7 [ zossy | 2104 | 2o | amesr | asive| s
Total Insured [ unm) Lo PN
Decutblefont [ 100 Corn [S7Bu) CaFn (S Ton] DedTaub® | 12800 0
Total Deductible | 5 T2e070. 00 Bopected  Actud  Expected  Actus Net [ 142,550
826 | 813 [ 22857 | 21898 Indemn ity 1877] )
6§25 | 640 | 22420 | 22857
631 | 667 [ 2536 | 23821
635 | 648 | 22679 | 1071
638 825 | 2786 | 223.11
T H:"_'S}m,hmsr Wi We received a check for $310 in
641 | 761 | a%mes [ a7 January of 2013. Our portion (50%) of
617 | 769 | 22036 [:qs the premium ate most of the
s2 | 771 | 21143 | 277.96 : .
S8 | 728 | 20857 | 27087 indemnity.
The insurance put $.024/ cwt in our
pocket.
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BAD MATH
JNEILL- LGM DAIRY POLICY ANALYSIS

Projected Marketing

Bmary February March April May June July ALgust September October TOTALS
CWT of milk 480 300 1200 1620 1950 1630 1500 1370 1260 1840 12,810
Tons of Com 624 36 156 53 71 15,84 1406 12.84 1181 18.72
Tons of SBM 575 LS 18.4 2 341 1584 1406 1284 181 17.28 Milk actually

; marketed

Expected Price
Milk (per cw) 1735 1672 16.58 16.58 16.53 16,57 1635 17.07 17.07 162 does not =
Com (per bushel) 626 £28 631 £35 538 E4 641 6.17 592 " Actual Milk
SBM (per ton) 2584 200,07 0173 20335 304.97 306.52 30887 30967 05 30563 Marketin gs
Expected Cost of Feed $311387 5 188768 § 786048 S5 21995 S 848218 =%145 5 680555 5 61508 5 918574 |§ 5590487
Expected Total Gross Margin 5521893 5 312832 S 12,03552 5 24,56005 =Ti112 § 1786355 5 1658035 § 1535757 5 1517806 | S  159,237.23
Gross Margin Guarantee 547389 S5 282832 52774277 5 1783112 S5 1636355 51521035 S 1409757 51373906 |5 14642713

{5100 de dortible per cwd

Actual Marketings
CWT of milk €< 458 561 136D 1577 1443 1458 1432 1073 958 a31

% of Target Marketings® 095 187 113 0.973 074 0.888 0955 0.783211679 0.758730159 0.611805556

Actual Price

Milk (per cwt) 171 1607 1564 1573 1527 15.65 1667 1772 1897 A0

Com (per bushal) £.14 6.4 667 .46 625 693 751 758 17 758

SBM (per ton) 3117 335.99 360.27 388.44 4166 44314 47967 5365 5309 47657

Actual Cost of Feed 5316373 5 203242 5 890403 5 246438 5 300543 5 11,0185 5 1056547 51041507 S5 95475 5 1330881

Actual Total Gross Margin $4F3387 5 B9R285 S5 1236637 52234183 519502918 S 1195526 5 1330597 5 B59849 S BSEIE § 521782

Estimated Indemnity*** $ 1607 5 - s - S 6982 S5 B7i358 S 587585 S5 305758 5 6F1187 5 550881 5 852144 (% 3909342 | 5 3509342
[Grous Margin Guarentes- ACLIN Tota G OI Megn) § (saMmE) 3 139053

“* This amount is on estimate, not g guorontee
Policy Premium

We were within 4% of Net 1GM

our estimate

Expected /Actual Commodity Prices avallable at http://www3 rma.usda.gov/ap ps/ vestock_reports/mainaspx

This is the indemnity | expected. | WAS WRONG
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What do we do!?

Missouri Plan

Dairy Security Act

We have to have something to enable creditors to allow us in the door
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Learning to Insure Your Dairy Margins Regional Workshops

The free workshops will cover:

e Mechanics of using proposed farm bill margin insurance
 Livestock Gross Margin (LGM-Dairy) insurance
* Hedging using futures and options through brokers

e Risk management tools through DFA Risk Management

Monday December 2 Mt.Vernon, MU Southwest Center
Tuesday December 3 Mountain Grove, MSU Fruit Station
Wednesday December 4 Jackson, Cape Girardeau Extension Center
Thursday December 5 Union, Hagie's Restaurant

Friday December 6 Sedalia, FCS Financial Meeting Room
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