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Marketing Terms

Advance: A fixed percentage of the current full value of your grain marketing contract that may be paid prior to final
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pricing of the contract.

At-the-money: Describes an option whose strike price is equal, or approximately equal, to the current market price of
the underlying futures contract.

Basis: The difference between the cash grain price and the price of the underlying futures conrtracr.
Bullish: Believing that the market will go up.
Bearish: Believing that the marker will go down.

Call: An option, which entitles the holder to buy the underlying futures contract at a specific price (the “Strike
Price”), before a specified expiry date.

Carrying Charges: The amount by which the value of grain for future delivery exceeds the value of the same grain
for nearby delivery or, what the market is paying for storage of and interest on grain. Carrying charges can exist in
futures prices and in the basis between one contract month and another. The term is often shortened to the carry.

CIF: Stands for “cost, insurance, freight” and in general, refers to the pricing of export shipments of grain at that
destination point.

Contract: In the grain, feed and processing industries, an agreement between buyer and seller that a court will
enforce. While oral contracts are enforceable, signed contracts are preferred.

Downside Risk: The risk that prices move lower while the producer retains ownership of his/her commodiry.

FOB: Stands for “free on board” and in general, refers to the pricing of grain at the shipments point of loading into a
rail car, truck, or boat.

In-the-money: An oprion having intrinsic value. A call is in-the-money if its strike price is below the current price of
the underlying futures contract. A put is in-the-money if its strike price is above the current price of the underlying
furures contract.

Intrinsic Value: The amount, which could be realized if the holder of an option were to exercise that option
immediately. This would involve buying or selling the underlying futures contract at the specified Strike Price, and
then buying or selling that same contract back ar the current market price.

Inverted Marker: A furures market in which the nearby contracts are trading at values higher than the deferred
contracts. Characteristically, an inverted markert (sometimes referred to as “an inverse”) is one in which supplies are
currently in shortage and which pays no carrying charges.

Marketing Alternatives: A variety of methods farmers can choose from to sell grain. Alternatives differ in methods of
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pricing, delivery flexibility and terms of payment.

Option: A financial instrument which gives the holder the right, but not the obligation, to either buy or sell a futures
contract. A call option entitles the holder to buy the underlying futures contract; a put option entidles the holder to
sell the underlying futures contract. Options are denominated in different pre-determined prices, referred to as the
“Strike Price” of the option, which define at what price level the contract may be bought or sold. Options may also
have expiry dares.

Premium: Refers to the price, or cost, of an option.

Price Out: Used as a verb to describe the action of choosing the current futures price contract level to finalize the
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pricing on an un-priced contract.



Put: An option, which entitles the holder to the sell the underlying futures contract at a specified price (the “Strike
Price), before a specified expiry date.

Rally: A fast upward price move.

Roll: With regard to basis contracts, to roll the contract is to shift forward the furures month around which the
contract is priced.

Spcculali(m: The attempr to anticipate commodity price changes, and to profit through the purchase or sale of either
the commodity futures contract or the physical commodiry.

Spot: Reters to the characteristic of being available for nearby delivery. An outgrowth of the phrase on the spor, it
usually refers to a cash market price for immediate delivery. The-spot menth’ refers to the futures contract of the
month.

Spread: The difference between two futures prices. Spreads may be inter-commodity (corn vs. wheat) or time related
(March vs. May whear).

Strike Price: The price at which an option may be exercised. In other words, it is the price at which the underlying
futures contract may be bought or sold, if the market reaches that level. For example, a December $2.40 corn call has
a $2.40 Strike Price.

The holder has the right to exercise the option and buy December corn furures ar $2.40 if the market reaches thar
level.

Time Value: Any amount by which an option premium exceeds the option’s intrinsic value. 1f an option has no
intrinsic value, its premium is made up entirely of time value,

This Marketing Alternative overview has been prepared o help you identify the marketing alternanives offered by South West Ag Partners Inc., along with the advantages

| information. However, we cann tee that

and dissdvantages of each. South West Ag Partners has used its best effores 1o provide you with this useful and he

this contract alternative will function in the same way in each and eve rtion, and information, which may be accurate for one farmer, may not yove to be

accurate for another, Thercfore, we do not make any warmanty or guarantee as to the accuracy of any of the information as it is applied in a particular marketing strategy

Entering into any of the transactions outlined in this presentation will not resuly in your opening a futures account with South West Ag Partners Inc. or otherwise, nor

will you obtain a furures position. The only futures position relative 1o any transaction, if one exists, will be held by South West Ag Parmers Inc. This and other contraces

may ('m[llu\' the futures market as a grain pricing mechanism, but the contracrs described are not, themselves, futures contracts



