%} Traction %

Harvesting Profits:
A Farmer’s Guide to
Grain Marketing

ddi\

TRACTIONAG.COM


https://www.tractionag.com/

27 Traction

Table of

Contents

Introduction 01

Understand grain marketing and the vital role it
plays in farm profitability.

The Role of Grain Storage 03

Understanding the advantages and disadvantages
of grain storage and how decisions impact your
bottom line.

Grain Contracts 02

Explore different types of grain contracts and
discover what grain contract strategies are right for
your farm from beginning to end of harvest season.

Projecting Outcomes 04

Learn how to project outcomes while assessing risks
to make data-driven decisions.

TRACTIONAG.COM




Introduction

THE VITAL ROLE OF GRAIN MARKETING

In the realm of agriculture, producing a high-yield crop is
only half the battle. The other half lies in effectively
marketing that grain to ensure profitability. Grain
marketing encompasses the strategies and decisions
involved in selling your crop, aiming to maximize revenue
and manage risks associated with price fluctuations.

Effective grain marketing is not about chasing the
highest possible price, but about securing a
profitable price that covers production costs and
provides a return on investment. By understanding
market dynamics and employing appropriate
marketing strategies, farmers can enhance their
income stability and overall farm profitability.




A Tale of Two Farms

EXAMINING CONTRASTING GRAIN

MARKETING STRATEGIES

To illustrate the impact of grain marketing strategies on farm
profitability, let's examine two hypothetical farms: Green Acres Farm

and Schrute Farms.
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The Reactive Seller

Schrute Farms operates 1,000 acres of
corn and soybeans. They typically sell
their grain at harvest, relying on spot
market prices. In 2024, they sold their corn
at $4.00 per bushel and soybeans at $10.00
per bushel. With production costs
averaging $3.80 for corn and $9.50 for
soybeans, their profit margins were
average.

By not employing forward contracts or
other marketing tools, Schrute Farms
exposed themselves to market volatility
and missed opportunities to lock in higher
prices earlier in the season.
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GREEN ACRES

The Strategic Marketer

Green Acres Farm, also cultivating 1,000
acres, adopts a proactive grain marketing
approach. They utilize a combination of
forward contracts, options, and basis
contracts to manage risk and capitalize on
favorable market conditions.

In the same year, Green Acres locked in
corn prices at $4.50 per bushel and
soybeans at $10.80 per bushel through
forward contracts.

With similar production costs to Schrute
Farms, their strategic decisions resulted in
higher profit margins and greater income
stability.

Farm Corn Price Soybean Price Profit Margin

Schrute Farms $4.00 $10.00 | Average

Green Acres Farm $4.50 $10.80 | 13% Higher




Key Factors for
Profitable Grain Pricing

Achieving profitable grain pricing involves understanding and managing several key
factors:

1. Cost of Production

Knowing your break-even cost is fundamental. This includes all expenses related to crop
production, such as seeds, fertilizers, labor, equipment, and land costs. Pricing grain above
this threshold ensures profitability.

2. Market Trends and Futures Prices

Monitoring market trends and futures prices helps in making informed selling decisions.
For instance, as of April 2025, U.S. corn futures have averaged $4.66 per bushel, influenced
by reduced supply estimates and strong export demand.

3. Supply and Demand Dynamics

Global supply and demand significantly impact grain prices. Factors such as weather
conditions, crop yields, and international trade policies can cause price fluctuations. For
example, the U.S. Department of Agriculture projected a 2024-25 corn ending stocks-to-use
ratio of 9.6%, indicating tight supply and potential for price increases.

4, Use of Marketing Tools

Employing various marketing tools like forward contracts, options, and basis contracts can
help manage price risks and secure favorable prices. These tools provide flexibility and
protection against market volatility.

5. Storage Capacity and Costs

Having on-farm storage offers the flexibility to hold grain post-harvest and sell when
market conditions are more favorable, potentially earning higher prices. This strategy can
be particularly useful to avoid the typically lower prices that occur during the harvest glut.
However, it's essential to recognize that storage isn't without its challenges and costs.

Grain marketing is a critical component of farm profitability. By
understanding production costs, market dynamics, and
employing appropriate marketing tools, farmers can enhance
their income stability and overall financial performance.
Proactive and informed grain marketing decisions, as
demonstrated by Green Acres, can lead to higher profit margins
and a more resilient farming operation.
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Chapter 2

WHAT GRAIN MARKETING AND CONTRACT
STRATEGY IS RIGHT FOR MY FARM?

Grain marketing is one of the most important pieces of the puzzle
when it comes to managing a profitable farm. After putting in the
time, money, and effort to grow a crop, the way you sell that grain
can be the difference between breaking even and turning a profit.
But with all the different contract types and pricing strategies
available, it can be hard to know what’s right for your operation.

Each grain contract type offers different levels of risk, flexibility,
and potential reward. Some are simple and straightforward, while
others offer protection from market swings or provide the chance
to capture higher prices. The key is choosing the grain marketing
strategy that fits your farm’s size, financial goals, and risk
tolerance. In this post, we’ll walk through the most common types
of grain contracts, explain how they work, and help you decide
which ones might make sense for your farm.



Types of Grain

Contracts

CASH SALE (SPOT SALE)

A cash sale is the most basic
grain marketing strategy.
You deliver your grain and
sell it at the current market
price — no contracts, no
future commitments. It’s
fast, easy, and pays you
right away.

MINIMUM PRICE

This contract lets you set a
price floor (a minimum
you’ll receive), while still
giving you the chance to
benefit if the market goes
up. It typically pairs with an
option contract.

FUTURES CONTRACT

This involves trading
directly on commodity
exchanges. You can lock in a
price for grain months in
advance and offset the
contract later or deliver the
grain.

FORWARD CONTRACT

A forward contract allows
you to lock in a price for
your grain before harvest.
You agree to deliver a set
amount at a future date for
a fixed price.

HEDGE TO ARRIVE (HTA)

Hedge to arrive contracts
lock in a futures price while
allowing the basis to be set
later. This is the opposite of
a basis contract.

DEFERRED PAYMENT

With this strategy, you sell
the grain now but delay
getting paid until a future
date — often the next tax
year. It’s not about price,
but about timing income.

BASIS CONTRACT

With a basis contract, you
lock in the basis (the local
cash price minus the futures
price) but leave the futures
price open to be set later. It
lets you secure local market
pricing while waiting for
futures markets to move.

OPTIONS (PUT/CALL)

Options give you the right,
but not the obligation, to
buy or sell grain at a specific
price. A put option protects
against lower prices, while a
call option is used to re-own
grain or speculate.

POOLING/CO-OP

In this approach, your grain
is pooled with other farmers
and marketed by a co-op or
professional grain marketer.
You get paid based on the
average sale price.

There’s no one-size-fits-all answer when it comes to grain contracts — and that’s a good thing.
Leveraging different strategies allows you to tailor your approach to your farm’s size, risk
tolerance, storage capacity, and cash flow needs. In many cases, the best grain marketing plan
will involve a mix of these contracts to spread out risk and maximize opportunity.

As with any business decision, the most profitable farms are the ones who understand their
options and make informed choices.




Grain Contract
Comparison

Cash Sale

Immediate payment
No contracts or paperwork
Simple and flexible

No price protection
Risk of selling at a low price if
the market is down

Simple & doesn’t require
planning ahead. Great for
farmers who need quick cash
or want to avoid complexity.

Forward
Contract

Guaranteed price

Helps manage income
expectations

Reduces marketing stress
during harvest

If prices rise after you lock in,
you miss out

Must deliver the agreed qty -
risky if your yield falls short

It provides price certainty and
helps with budgeting and cash
flow planning.

Basis
Contract

Flexibility to set futures price
later

Locks in local market
advantage

Exposed to futures market
risk

Still need to decide when to
finalize pricing

They want to capture a strong
local basis now but believe
futures prices might improve.

Hedge to
Arrive

Protects against futures price
drops

Gives flexibility on delivery
location and timing

Exposed to basis changes
May have contract
restrictions

More complex to manage

They want to lock in a strong
futures market price but wait
on local delivery terms or
basis to improve.

Minimum
Price

Sets a guaranteed minimum
price
Allows upside potential

Premium cost for the
contract (like insurance)
More complex

Want downside protection
without completely blocking
potential for higher prices.

Options
(Put/Call)

Flexible strategy for both risk
management and speculation
Can be tailored to specific
price goals

Cost of the premium
Requires knowledge or
guidance to use well

They want flexibility and are
comfortable with marketing
tools.

Futures
Contract

Total market control
Precise price protection

High risk
Requires margin account
Complex & time-consuming

They want full control and are
comfortable with active
marketing.

Deferred
Payment

Can reduce tax burden
Smooths out income across
years

Doesn’t improve grain price
Risk if buyer fails to pay later

To manage taxable income
and defer revenue.

Pooling
Co-Op

Shared risk
Less marketing stress
Access to expert pricing

Less control
Canresultin average or
below-average returns

To take the guesswork out of
marketing and let someone
else handle the sales.




Chapter 3

HOW AN OPTIMIZED GRAIN STORAGE STRATEGY
CAN MAXIMIZE HARVEST PROFITS

Harvest time presents farmers with a critical decision: should you store your grain or
sell it immediately? This choice can significantly impact your farm's profitability,
cash flow, and risk management. Understanding the advantages and disadvantages
of grain storage is essential, whether you have on-farm storage facilities or rely on

commercial options.

Farmers with on-farm storage

PROS

Flexibility in Marketing

On-farm storage allows you to hold onto
your grain post-harvest, giving you the
flexibility to sell when market prices are
more favorable. This strategy can help
you avoid the typically lower prices
during the harvest glut.

Reduced Harvest Pressure

Storing grain on-site can streamline your
harvest operations by reducing the need
to transport grain immediately. This
efficiency can save time and labor during
the busy harvest season.

Cost Savings

By storing grain yourself, you can avoid
commercial storage fees and potentially
reduce transportation costs, especially if
you can deliver directly to buyers when
prices are optimal.

CONS

Initial Investment and Maintenance
Building and maintaining on-farm
storage facilities require significant
capital investment. Ongoing
maintenance, including pest control and
equipment upkeep, adds to the cost.

Risk of Quality Loss

Improper storage conditions can lead to
grain spoilage due to moisture, pests, or
temperature fluctuations. Regular
monitoring and management are
essential to preserve grain quality.

Opportunity Cost

Capital tied up in stored grain and
storage infrastructure could potentially
be used elsewhere in your operation,
such as investing in equipment or
expanding acreage.
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Farmers without on-farm storage

PROS

Lower Capital Requirements

Utilizing commercial storage eliminates
the need for significant upfront
investment in storage infrastructure,
allowing you to allocate resources to
other areas of your farm.

Professional Management

Commercial storage facilities often
provide professional grain management,
including temperature control and pest
management, which can help maintain
grain quality.

Access to Marketing Tools

Many commercial grain storage providers
offer built-in marketing services. These
advisors may provide you with real-time
market info, personalized strategy
suggestions, or help executing contracts.

CONS

Storage and Handling Fees
Commercial storage comes with costs,
including storage fees and potential
handling charges, which can eat into
your profit margins.

Less Control Over Marketing Timing
Relying on commercial storage may limit
your flexibility in timing grain sales,
especially if storage space is limited or if
the facility requires grain to be moved at
specific times.

Transportation Logistics
Transporting grain to and from
commercial facilities adds logistical
considerations and potential costs,
particularly if facilities are located far
from your farm.

Key Considerations for Your Decision

é )
@ Market Outlook: Assess current and projected grain prices to determine
if storing grain could lead to better returns.
@ Cash Flow Needs: Consider your immediate financial obligations.
Selling at harvest may provide necessary liquidity.
@ Storage Costs: Calculate the total cost of storage, including
construction, maintenance, or commercial fees, against potential price
gains from delayed sales.
@ Risk Management: Evaluate your ability to manage risks associated with
grain storage, such as spoilage and market volatility.
\, S




Grain Storage
Comparison

Initial Investment

On-Farm vs. Commercial

High upfront costs for construction and
equipment (e.g., ~$2.33 per bushel for a
30,000-bushel bin)

On-Farm Storage Commercial Storage

No initial investment; pay per bushel stored

Operational Flexibility

Greater control over marketing timing and
logistics; ability to sell when prices are
favorable

Limited flexibility; subject to facility
schedules and policies

Harvest Efficiency

Faster unloading and reduced downtime
during harvest

Potential delays due to elevator wait times
and transportation

Maintenance
Responsibility

Requires ongoing maintenance, monitoring,
and management

Maintenance and grain management
handled by the facility

Storage Costs

Lower per-bushel cost over time; fixed costs
spread over years

Variable costs; typically $0.05-50.07 per
bushel per month

Risk of Grain Higher risk if not properly managed; requires Lower risk; professional management
Quality Loss | vigilance ensures grain quality
Scalable with additional investment; may Easily scalable; can rent additional space as
Scalability | require planning and capital needed

Tax Implications

Potential tax benefits through depreciation
and deductions

Storage fees are operational expenses; no
asset depreciation

Conclusion

The decision to store or sell grain at harvest is multifaceted, involving considerations of
infrastructure, market conditions, and financial needs. Farmers with on-farm storage gain
flexibility and potential cost savings but face significant investment and management
responsibilities. Those without storage avoid infrastructure costs, but may incur higher fees
and have less control over marketing timing. Carefully weighing these factors will help you
make informed decisions that align with your farm's goals and resources.




Chapter4

PROJECTING AND CALCULATING POTENTIAL
REVENUE OUTCOMES

Grain marketing is more than just selling your harvest; it's about making informed
decisions that maximize profitability and minimize risk. Understanding how to project and
calculate potential outcomes is crucial for developing a successful grain marketing
strategy. This chapter will guide you through the essential components of projecting
outcomes and introduce tools that can assist in making data-driven decisions.

Understanding the Basics

The Importance of Projections

Projecting potential outcomes allows you to anticipate market fluctuations, assess risks,
and make informed decisions about when and how to sell your grain. By analyzing various
scenarios, you can identify the most profitable strategies and avoid common pitfalls.

Key Components of Projections

Cost of Production: Calculate all expenses associated with producing your crop, including
seeds, fertilizers, labor, equipment, and land costs.

Market Prices: Monitor current and projected market prices for your grain. Understanding
price trends helps in timing your sales effectively.

Yield Estimates: Estimate your expected yield based on historical data, current crop
conditions, and weather forecasts.

Storage Costs: If you plan to store your grain, factor in the costs associated with storage
facilities, including maintenance and potential quality loss.

Risk Assessment: Consider factors such as market volatility, weather risks, and input cost
fluctuations that could impact your profitability.




Calculating Potential
Outcomes

Step 1: Determine Your Breakeven Price per Bushel

The breakeven price is the minimum price you need to receive for your grain to cover all
production costs. Calculating this helps you set realistic price targets and avoid selling at a
loss.

Breakeven Price Formula:
Breakeven Price = Total Production Costs + Expected Yield

Example:
e Total Production Costs: $500 per acre
e Expected Yield: 150 bushels per acre
e Breakeven Price: $500 + 150 = $3.33 per bushel

Step 2: Analyze Market Scenarios

Create different market scenarios based on potential price movements and yield variations.
This helps in understanding the range of possible outcomes and preparing for uncertainties.

Example Scenarios:
e Optimistic: High market prices and above-average yields
e Moderate: Average market prices and yields
e Pessimistic: Low market prices and below-average yields

Step 3: Evaluate Storage Decisions

Deciding whether to store or sell your grain immediately impacts your profitability. Consider
storage costs, potential price appreciation, and cash flow needs.

Factors to Consider:
e Storage Costs: Calculate per-bushel storage costs, including facility maintenance and
interest on stored grain.
e Price Trends: Analyze historical price trends to determine if prices typically increase
post-harvest.
e Cash Flow: Assess your immediate financial needs and whether delaying sales aligns with
your cash flow requirements.




Utilizing Software and
Tools

Leveraging technology can simplify the process of projecting and calculating potential
outcomes. Several software tools are designed to assist farmers in making informed grain
marketing decisions.

Traction Ag

Traction Ag offers a comprehensive farm management software that includes real-time
cost and profit tracking and field-level profitability analysis. These features help farmers
make data-driven decisions, reducing the emotional aspect of farm management.

TRY IT: Traction Ag

GRAIN MARKETING PROJECTION CALCULATOR

Climate FieldView™

Climate FieldView™ is a digital farming platform that centralizes field data collection,
storage, and analysis. It integrates information from equipment sensors, satellite
imagery, and manual inputs to provide real-time insights into field performance -
empowering farmers to make informed decisions aimed at optimizing yields and
profitability.

Conclusion

Projecting and calculating potential outcomes in grain marketing is essential for making
informed decisions that enhance profitability and manage risk. By understanding your
production costs, analyzing market scenarios, evaluating storage options, and utilizing
available software tools, you can develop a robust grain marketing strategy.

Remember, the goal is not to predict the market perfectly but to prepare for various
possibilities and make decisions that align.
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Want to get control of your
farm finances?

TAKE THE FIRST STEP TO KNOWING
YOUR NUMBERS.

Start a free trial today and take the first step to
knowing your numbers.

TRY IT FREE
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