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Most Common grain marketing tools in KS

 Cash sales – sell grain sometime after it has been harvested. 

 Forward Contract (FC) – sell grain prior to harvest through a contract 

with the elevator. The contract specifies the price and how much to be 

delivered and a delivery date.  (HTA & Basis Contracts are FC variations)

 Futures Hedge – sell a futures contract (5000 bu). At harvest, offset (buy) 

the futures contract and sell grain in the cash market to lock-in price. 

 Put & Call Options – Buying a put option allows you to protect against 

“downside” price risk, w/o limiting the upside.  Calls protect the “upside”



Which pre-harvest grain sales strategy to use?
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1. Wait for better forward 
pricing opportunities

2. (To Manage Price Risk)
Buy Put Options to allow for 
rising    futures & narrowing basis

1. Basis Contract
(Lock in narrow basis)

2. (To Manage Price Risk)
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lock in basis & allow for rising 
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(Lock in futures, not basis)
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1. Forward Cash Contract
(Lock in futures & basis)

2. (To Manage Price Risk)
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protect from wider basis & 
falling futures
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Harvest/Postharvest Grain Sales Strategies
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1. Store & Wait for better
cash sale prices

2. (To Manage Price Risk)
Buy Put Options to allow
for rising futures &
narrowing basis

Use Marketing Loan

1. Basis Contract & Store
(Lock in narrow basis)

2. Sell Grain, Buy Call Option
3. (To Manage Price Risk)

Minimum Price Contract
(Lock in basis)

Use Marketing Loan

1. Sell Cash Grain 
2. Storage Hedge or HTA

(Lock in futures, not basis)
3. (To Manage Price Risk)

Buy Put Options to protect
from falling futures
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Corn & Sorghum Markets

6
CME Corn Futures
Weekly Chart: December 2015 – February 14, 2020

$3.15 (8/31/2016) 

$3.35 
(12/12/2017)

$3.37 
(7/12/2018)

$3.43 
(5/13/2018)

$3.52 
(9/9/2019)

$3.71 ¼ 
(12/12)

$3.77 ¾  

MAR 2020
$3.77 ¾  
2/14/2020 
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8Corn Cash Bids – Near Assaria, KS
Friday, February 14, 2020  (Source: DTN Grains)

2020 KSU Cost of Production 
Budget Estimates

Non-Irrigated Corn 

North Central KS 

@ 120 bu/ac Yield

- Direct Cost (w/o Cash Rent)  = $2.85 /bu

- All Cost (With Cash Rent) = $3.36 /bu
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Seasonality of Kansas Corn Prices – last 15 years

Seasonality of Kansas Corn $’s – last 5-10-15 years



Kansas Corn $’s – Since MY 1999/2000

2020 
Kansas Corn 

Production Cost 
Target:  $3.65 /bu

Production Cost Inflation occurred 
in the Ethanol “Boom”
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15Milo Cash Bids – Near Assaria, KS
Friday, February 14, 2020  (Source: DTN Grains)

2020 KSU Cost of Production 
Budget Estimates

Non-Irrigated Grain Sorghum 

North Central KS 

@ $120 bu/ac Yield

- Direct Cost (w/o Cash Rent)  = $2.24 /bu

- All Cost (With Cash Rent) = $2.74 /bu

Seasonality of Kansas Sorghum $’s – last 15 years



Seasonality of KS Sorghum $’s – last 5-10-15 years

Kansas Sorghum $’s – Since MY 1999/2000

2020 
Kansas Sorghum 
Production Cost 

Target:  $3.00 /bu



Corn Options

JULY 2020 Corn Put & Call Options (2/14/2020)



Probability of Corn Futures Trends
Examining 1990-2019 (Last 30 years) 

 Likelihood of Level-Higher DEC Corn Futures??

o Trends through Spring-Summer (June-July)?

 Spring-Summer Price  occurred 30/30 Years (100%)

o Which direction did prices move by Fall (Nov-Dec)??

Price moving sideways / higher =   9/30 Years (30%)

Price moving lower = 21/30 Years (70%)



DEC 2020 Corn Put & Call Options (2/14/2020)

“2019 Old Crop” Corn & Milo strategies in 2020? 

For “Old Crop” 2019 Feedgrains

• On-Farm Storage  Yes, but not until spring-summer 2020

• Off-Farm Storage Maybe, but will need larger 2020 rallies

• Hedge, HTA or Fwd Contract  Basis bids to drive choice

• Buy Puts   No unless expect major price drop in spring

• Sell Cash & Buy Call Options  Basis gain (?) vs Storage cost



“New Crop 2020” Corn & Sorghum Strategies

For “New Crop” 2020 Feedgrains

• Futures Hedge or HTA   Yes IF Basis is likely to strengthen

• Forward Contract  Yes IF have strong basis now

• Buy Puts  Yes if preplant/early rally

• Fwrd Contract + Buy Calls  Best with a “2 step” approach

Wheat Markets
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CME Kansas HRW Wheat
Weekly Chart: December 2015 – February 14, 2020

$3.95 (8/31/2016) 

$4.14 (11/1/2017) 

$3.82
(5/13/2019) 

$3.81
(8/14/2019) 

$4.97 
(6/4/2019) 

MARCH 2020
$4.65 ½                      
2/14/2020

$4.65 ½ 
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29HRW Wheat Cash Bids – Near Assaria, KS
Friday, January 14, 2020  (Source: DTN Grains)

2020 KSU Cost of Production 
Budget Estimates

Non-Irrigated Wheat 
North Central KS 

@ 50 bu/ac Yield

- Direct Cost (w/o Cash Rent) = $4.22 /bu

- All Cost (With Cash Rent) = $5.44 /bu

30



Seasonality of KS Wheat Prices – last 15 years

Seasonality of Kansas Corn $’s – last 5-10-15 years



Kansas Wheat $’s – Since MY 1999/2000
2020 

Kansas Wheat 
Production Cost 

Target:  $4.50 /bu

Wheat Options



MAY 2020 HRW Wheat Put & Call Options (2/14/2020)

Probability of HRW Wheat Futures Trends
Examining 1990-2019 (Last 29 years) 

 Likelihood of Level-Higher JULY HRW Wheat futures??

o Trends through Spring (March-May)??

 Spring Price  occurred 28/29 Years (96%)

o Which direction did prices move by Summer (July-August)??

 Price moving sideways / higher = 11/29 Years (38%)

 Price moving lower = 18/29 Years (62%)



JULY 2020 HRW Wheat Put & Call Options (2/14/2020)



“2019 Old Crop” Wheat Strategies in 2020? 

For “Old Crop” 2019 Wheat

• On-Farm Storage  By now are waiting for Spring 2020 rally

• Off-Farm Storage Ditto on-farm, but need larger 2020 rallies

• HTA, Hedge or Fwd Contract  FC to lock in strong basis

• Buy Puts  How much do you fear a preharvest fall?

• Sell Cash & Buy Call Options  Storage cost vs Call premium?

“New Crop” Wheat Strategies in 2020? 

For “New Crop” 2020 Wheat

• Futures Hedge  Usually do IF have weakening basis trend 

• Forward Contract  FC IF strong NC basis   &    FC$ ≥ Est Cost / bu

• Buy Puts  Maybe @ Spring rallies before sure of Bushels

• FC + Buy Calls  Lock in “good” wheat basis & protect topside



Soybean Markets

53
CME Soybean Futures 
Weekly Chart: Fall 2015 through February 14, 2020 

$8.53 ¼ 
(9/11/2015) 

$8.12 ¼ 
(9/18/2018) $7.91

(5/13/2019)

$8.51
(9/9/2019)

MAR 2020
$8.93 ¾            
1/27/2020

$8.93 ¾   
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Soybean Cash Bids – Near Assaria, KS
Friday, February 14, 2020  (Source: DTN Grains)

2020 KSU Cost of Production 
Budget Estimates

Non-Irrigated Soybeans 

North Central KS 

@ 41 bu/ac Yield

- Direct Cost (w/o Cash Rent)  = $5.92 /bu

- All Cost (With Cash Rent) = $7.40 /bu

44
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Seasonality of KS Soybean Prices – last 15 years



Seasonality of KS Soybean $’s – last 5-10-15 years

Kansas Soybean $’s – Since MY 1999/2000

2020 
Kansas Soybean 
Production Cost 

Target:  $8.00 /bu



Soybean Options

JULY 2020 Soybean Put & Call Options (2/14/2020)



Probability of Soybean Futures Trends
Examining 1990-2019 (Last 29 years) 

 Likelihood of Level-Higher NOV Soybean Futures??

o Trend through Spring-Summer (May-August)??

 Spring-Summer Price  occurred 23/29 Years (85%)

o Which direction did prices move by Fall (Oct-Nov)??

 Price moving sideways / higher = 13/29 Years (41%)

 Price moving lower = 17/29 Years (59%)



NOV 2020 Soybean Put & Call Options (2/14/2020)

“2019 Crop” Soybean Marketing Strategies in 2020

For “Old Crop” 2019 Soybeans

• On-Farm Storage  Yes, but @ risk to  2020 So. America crop

• Off-Farm Storage Ditto On-Farm storage but at higher costs

• Hedge / HTA – FC  IF Large So. Am. Crop, THEN Storage hedge

• Buy Puts  IF Large So. Am. Crop weak $s may warrant Put Options 

• Sell Cash & Buy Calls  “IF” have strong basis, THEN “sure” 



For “New Crop” 2020 Soybeans

• Futures Hedge / HTA Prefer not is have strong NC basis bides

• Forward Contract  Use if have strong NC fall ‘20 basis bids

• Buy Puts  Yes – IF preplant @ spring/summer rallies

• FC + Buy Calls  Yes IF have strong basis bid in FC

“New Crop” 2020 Soybean Marketing Strategies 

Harvest/Postharvest Grain Sales Strategies
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1. Store & Wait for better
cash sale prices

2. (To Manage Price Risk)
Buy Put Options to allow
for rising futures &
narrowing basis

Use Marketing Loan

1. Basis Contract & Store
(Lock in narrow basis)

2. Sell Grain, Buy Call Option
3. (To Manage Price Risk)

Minimum Price Contract
(Lock in basis)

Use Marketing Loan

1. Sell Cash Grain 
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Preharvest Grain Sales Strategies for 
Rising Futures & Narrowing Basis
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Preharvest Grain Sales Strategies for 
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Preharvest Grain Sales Strategies for 
Falling Futures & Narrowing Basis
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Preharvest Grain Sales Strategies for 
Falling Futures & Widening Basis

Pr
ic

e

Time

Futures $

Cash $

1. Forward Contract Sales
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Which pre-harvest grain sales strategy to use?
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1. Wait for better forward 
pricing opportunities

2. (To Manage Price Risk)
Buy Put Options to allow for 
rising    futures & narrowing basis

1. Basis Contract
(Lock in narrow basis)

2. (To Manage Price Risk)
Minimum Price Contract to 
lock in basis & allow for rising 
futures

1. Futures Short Hedge 
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(Lock in futures, not basis)

2. (To Manage Price Risk)
Buy Put Options to protect from 
falling futures 
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1. Forward Cash Contract
(Lock in futures & basis)

2. (To Manage Price Risk)
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protect from wider basis & 
falling futures
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Harvest/Postharvest Sales Strategies for 
Rising Futures & Narrowing Basis
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Harvest/Postharvest Sales Strategies for
Rising Futures & Widening Basis
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Harvest/Postharvest Sales Strategies for
Falling Futures & Narrowing Basis
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Harvest/Postharvest Sales Strategies for
Falling Futures & Widening Basis
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Questions?
Daniel O’Brien – Kansas State University

www.AgManager.info

KSUGrains on Twitter

www.ksugrains.wordpress.com

“Daniel O’Brien” on Facebook


