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and soybean producers should consider entering new crop
hedges earlier than normal.
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strategies could allow producers to capture higher prices in 2013
if South American or US weather is not ideal. Ideal weather has
been priced into the market on the recent break.

This Special Report was prepared by

Producers also well aware that yield per acre, as well as price, are

a key determinant of profitability. Our studies show that corn The Hightower Report
producers might make more money with December 2013 corn

priced $6.15 per bushel than they did with the old crop priced at Futures Analysis & Forecasting

$7.32 if it means they are achieving better yields. In light of this,
we would strongly encourage corn producers to consider any

The information in this report may be considered dated upon its release and should not be considered interpersonal advice. This report
is merely an opinion on the market and is a reflection of conditions as of its publication. Market conditions change! Traders should not
consider entering positions without their own independent analysis of the market’s current situation, nor without further consideration
of any changes to the information contained herein that may have occurred since this report was written. The authors are not
responsible for any verbal or written claims and opinions that might be provided in conjunction with this report. The trading suggestions
contained herein have been provided merely as a general guide and only for the purpose of quantifying the authors’ opinions.

This report includes information from sources believed to be reliable but no independent verification has been made and we do not
guarantee its accuracy or completeness. Opinions expressed are subject to change without notice. This report should not be construed
as a request to engage in any transaction involving the purchase or sale of a futures contract and/or commodity option thereon. The
risk of loss in trading futures contracts or commodity options can be substantial, and investors should carefully consider the inherent
risks of such an investment in light of their financial condition. Any reproduction or retransmission of this report without the express

written consent of The Hightower Report is strictly prohibited.
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type of hedging strategy that protects at least some of the high
profitability potential for the 2013 crop year. The enclosed charts
show historically high profit per acre given average fixed and
variable costs. The main fixed cost is land. Please note that $6.15
for December 2013 Corn results in a higher return per acre than
$7.32 for old crop corn.

Producer Hedge Strategy - Preferred

Hedgers might consider the following type of hedge as a base
position for the November 15 to March 15 timeframe:

Sell 1 December 2013 Corn $6.00 Put at 58 cents, buy 5 of the
December 2013 Corn $5.00 Puts for 17 cents each, and sell 1
December 2013 Corn $7.50 Call at 18 cents. The net cost for
the entire spread is 9 cents.

If in 120 days December 2013 Corn drops $1.00 per bushel to
$5.02, we would expect the $5.00 Puts to be valued around 39
cents, the $6.00 Puts to be up around $1.08 % and the $7.50 Calls
to be down to 1 %2 cents. As a result, the spread would be valued
at 84 % cents. The net gain of 75 ¥ cents would mostly offset the
$1.00 break in futures, and the hedger would have an effective
December Corn price of $5.77 ¥4.*

Ifin 120 days December 2013 Corn has dropped $2.00 per bushel
to $4.02, the $5.00 Puts should be valued at around $1.04, the
$6.00 Puts at $1.98 Y, and the $7.50 Calls at ¥ cent. As a result,
the spread would be valued at $3.21 '4. The net gain of $3.12 /-
would more than offset the $2.00 break in the futures, and the
hedger would have an effective December Corn price of
$7.14 5%

The same producer could have sold December 2013 Corn at
$6.02, and they would have been protected on a $2.00 break. The
leveraged hedge position allows for a higher effective price. The
producer who sells futures or forward contracts has set their
hedge price “in stone” and will not be able to take advantage of
any rally into the spring.

Ifin 120 days December 2013 Corn has rallied 50 cents per bushel
to $6.52, the $5.00 Puts should be valued at around 4 % cents,
the $6.00 Puts near 28 cents, and the $7.50 Calls at 22 cents. As
aresult, the spread, which was established at a premium paid of
9 cents, will be valued at negative 26 % cents for a net loss on
the entire hedge position of 35 % cents. In this scenario the
hedger will have an effective December Corn price of $6.16 %.
While not capturing the entire rally, this position is still better
than if the hedger had locked in a price of $6.02.*

US Corn Returns per Acre
Value of Production Less Total Costs
(Operating Costs + Allocated Overhead)
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Ifin 120 days December 2013 Corn has rallied $1.00 to $7.02, the
$5.00 Puts should be valued near 2 % cents, the $6.00 Puts near
16 cents, and the $7.50 Calls near 38 % cents. As a result, the
spread will be valued at negative 43 ' cents, for a net loss on the
entire hedge position of 52 ' cents. In this scenario the hedger
will have an effective December Corn price of $6.49 ¥%. While not
capturing the entire rally, this position is still better than if the
hedger had locked in a price of $6.02.*

Remember that while these are results are for the next 120 days,
hedgers will be able to adjust their strategies for later in the
season. If corn breaks $2.00 into the planting season, the hedger
will be in a position to sell out of 3 or 4 of the $5.00 Puts and also
lift the short $7.50 Call. If the market rallies $1.00, the hedger can
lift the short $6.00 Put for an approximate 42-cent gain. The hedger
could hold the remaining long puts as protection against
downside risk in the 250-day period from March 15 to November
22,2013.

This hedge allows for some upside gain for the producer, but it
also provides a tool for achieving a better price on a sharp break
into the planting season. The flexibility and leverage of this type
of hedge appear to more than offset the complexity. We would
strongly encourage producers to learn to use option strategies
to enhance their marketing efforts.

Producer Hedge Strategy - Simple

A simpler hedge for new crop corn producers would be as
follows:

Buy the December 2013 Corn $5.80 Put for 36 cents and sell

Trading futures contracts and commodity options involves substantial risk of loss, and thus is not appropriate
for all investors. Investors should carefully consider the inherent risks of such an investment in light of their

financial condition.
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the December 2013 Corn $7.70 Call for 18 cents. For 18 cents
on the table, the hedger can set an effective hedge window of
$5.62 to $7.52 for the new crop season.

Ifin 120 days December Corn rallies $1.00 to $7.19 per bushel,
the $5.80 Puts should be valued near 9 % cents, and the $7.70
Calls should be trading around 39 % cents. This would amount
to a 48 "4 cent loss for the hedge into the planting season, which
will be offset by the $1.00 gain in the cash position.*

SOYBEANS: For soybeans, we believe a more direct approach
may be in order. We suggest using a short-term bounce to sell
November Soybeans in the $12.98 to $13.05 ¥ zone. Once that
base position is established, consider using “hedge the hedge”
strategies that will allow the producer to improve on the selling
price if the market were to see a significant resumption of the
uptrend. In this report we are looking at hedges that we believe
will work well as protection for the next 120 days, into the
planting-decision period.

Two option strategies to consider on top of the base short futures
position include:

1) Bull Call Spread: Buy the November 2013 Soybean $13.00
Call and sell the November 2013 $15.00 Call on a spread for
a net premium paid of 51 cents per bushel.

The maximum gain on this spread is $1.49. “Just in case” South
American weather turns poor, the spread should offset some of
the hedge losses on the short futures position. If the market is
trading near the current price level after 120 days, both calls
should deteriorate, but the spread itself should only lose about
3-4 cents per bushel.*

2) Buy 2 March 2013 Soybean $14.60 calls at 30 cents each.

Initially, this position will partially offset a weather-induced rally
in soybeans. On a strong rally the hedger will be in a position to
lift one or both of the calls. Once again, the “hedge of the hedge”
protection lasts only for the next 95 days. If in the next 60 days
March Soybeans recover half of the losses that have seen since
the summer peak, the calls will be valued around 94 cents. The
$1.28 gain should help offset most if not all of a similar rally in
November 2013 Soybeans. March Soybeans were trading at a
$3.30 premium to November in early September; that premium
now is near $1.03.*

*Option values are based on pricing models and are not
guaranteed.

2013 December Corn Producer Hedge Strategy
Prices as of March 15th, 2013
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December 2013 Corn Futures Price (cent / bu)
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Trading futures contracts and commodity options involves substantial risk of loss, and thus is not appropriate
for all investors. Investors should carefully consider the inherent risks of such an investment in light of their

financial condition.
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Commodity Trading Guide 2013

Calendar | Encyclopedia | Almanac

Featuring:
- 13 Trades for 2013
- Drought Watch - Tips for Early Detection
- Futures & Options Expiration Dates
- Government & Industry Report Dates
- Contract Specifications
- Over 350 Charts & Graphs
- Trader's Glossary

Only $15 per copy for ADM customers!
Call 800-662-9346

The 2013 Trading Guide will be shipping the first
week of December 2012.

Take a look at these two research products from The Hightower Report!
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Futures Analysis & Forecasting WEEKLY NEWSLETTER
futures-research.com
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BUY Now/SELL Jan Soybeans.
BUY Com/SELL Wheat

MAJOR ECONOMIC
EVE!

US New Orders - Durable Goods
Percent Change from Year Ago

LR EEERE

light

The Hightower Report's Weekly Newsletter

- Weekly Publicaton

- All Electronic Distribution

- New, easy-to-read layout

- Short, succinct articles with specific trade strategies

- Market-by-Market summaries, with long/short
indicators

- Major Economic Events —and how they will impact
the markets.

- Overvalued/Undervalued Markets

Subscriptions: Only $25 per Month

Sign-Up today and receive your first month FREE!
Go to futures-research.com or call 800-6620-9346

Trading futures contracts and commodity options involves substantial risk of loss, and thus is not appropriate
for all investors. Investors should carefully consider the inherent risks of such an investment in light of their

financial condition.
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