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Market Thoughts

2018 saw grain prices erode to their low-
est levels in several years. Going into
2019, we will have big supplies of grain
and the continuing tariff standoff with
China to contend with. Many of us are
being challenged with cash flow issues.
We have crops in the bins but so far most
producers have been unwilling to send
them to market due to the trade issues
and the high basis. When all the news we
hear is bad, it is not time to sell a crop as
these factors have been built into the
market.

In South America, Brazil is in the early
stages of harvest. Their crop is considered
to be big but not a record. Lack of rain at
the end of the growing season has re-
duced production but they will still have a
sizable crop. For the first time in history,
Brazil has taken over a firm lead in world-
wide soybean production. We have lost
market share to this country that we will
never fully recover. Political issues have
helped them secure this position and
without a disaster in that region they
should hold this ground for the foreseea-
ble future. They are still struggling with
infrastructure issues but it is considerably
better than it has been in the past. China,
as well as other countries, have made
huge investments in Brazil and this invest-
ment is starting to pay off with our tariff
situation.

The United States still remains the leader
in corn production worldwide. This is not
likely to change in the near future. Our
corn exports have been strong in 2018 and
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will need to remain that way for 2019 to
keep profitability in this country.

The good that can come out of low prices
for grains is increased demand for fuel,
feed, food or any other usage. At the be-
ginning of the ethanol industry few people
realized the potential of what we enjoy
today. The same could happen to other
grains as well.

Livestock prices have drifted lower
throughout the year along with grain pric-
es. This didn’t allow most livestock produc-
ers to benefit from lower feed costs. The
ones who did had very high basis costs for
grain in their area. The producer that is
diversified into both row crops and live-
stock is finding themselves in a better posi-
tion this year. They have the ability to feed
grain through their livestock instead of
having to sell it into the market. Livestock
has always been good from a cash flow
perspective. When a flock of poultry or a
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Market Thoughts (continued)

group of calves are started the producer
generally has a good idea of when this
group will be marketed thus giving them
the income that can be used for other
expenses.

In 2018, cattle numbers have seemed to

level off a bit but both poultry and swine
numbers have increased substantially.
Exports of these proteins will be very im-
portant in the coming year to reduce in-
creasing supplies.
China is having major disease issues in
their pork complex. It is reported that
these issues are widespread throughout
the country and many animals are being
culled to control this outbreak. This high-
lights the fact that in the United States,
agriculture needs to be proactive in con-
trolling the health of livestock.

This disruption in production should
cause China to import large amounts of
pork in the coming year or longer. China
accounts for 53% of the world’s con-
sumption of pork as it is their protein of
choice. They raise 50% of the world’s
pork but their production inefficiencies
makes them unable to compete with
much of the world. A good percentage of
the pork that is raised in China is still
done in the back yard setting. This type
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of pork production is not nearly as cost
effective as what we do in this country. It
is also part of the problem that the coun-
try is having with African Swine fever
(ASF). Instead of having central produc-
tion facilities, the hogs are less concen-
trated making it much harder to identify,
confine, and control the disease.

In the short term, ASF may cause China
to increase imports of pork. Long term, it
may cause the country to abandon much
of these smaller operations in favor of
larger operations that can have better
health controls. This move to larger oper-
ations will also allow them to capture the
efficiencies of scale that the larger pork
exporting countries currently enjoy. This
move, by itself, would be significant. In
the United States the labor cost to pro-
duce a 100 pounds of pork runs between
$2-3. In China this labor cost is in excess
of $16 per 100 pounds of pork.

If the trade issues ever get resolved, the
economic outlook for us looks promising.
The question remains when this will be
done and how long we in agriculture can
wait. Like most producers, | am still opti-
mistic about our markets in the future.
Opportunities will arise in 2019 even
though it looks bleak at the start. At this
time of year, rarely are the markets at
their highest points. We have to expect
that they will rally as they have done in
the past. Selling opportunities will be
there for producers. China will still need
grain. If the current crop conditions in
South America persist, and if the tariff
situation can get resolved, this could cre-
ate conditions in which producers could
market their grain. Some market analysts
think we could realistically add a dollar to
the soybean price if or when the tariff
standoff gets resolved. When this will
happen is anyone’s guess. Agriculture is
changing and there is more volatility in
this business than ever before.
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Straight Talk About Crop Insurance

Crop insurance is the most important and
most effective risk management tool we
have in our tool box. The newest farm bill
has again provided continued support for
this program with relatively few changes.
The reason this program works so well is
because of the premium subsidies provid-
ed from the USDA. Depending on the
elected coverage level, these subsidies can
run over 50%. Even at an 85% coverage
level these subsidies are significant making
the purchase of crop coverage an afforda-
ble and cost effective tool to cover costs.
Without the support of the USDA these
programs would be much less attractive
and much less affordable.

Crop insurance allows producers to pro-
tect both yield and price for their crops.
The addition of the harvest price option,
which all of our customers have, allows
producers to always get the higher of ei-
ther the spring or fall price to establish
their guarantees.

How should crop insurance be used in an
operation? In my opinion this product
should be used and purchased to cover the
variable costs of production on an opera-
tion. In most cases this is done by pur-
chasing the 75%-80% level of coverage
depending on the crop and the operation.
If a producer has a higher debt load or a
lower tolerance of risk even the 85% level
is sometimes chosen.

This product does not replace the need to
have and execute a marketing plan. In this
industry there are all sorts of products
available that can give the producer an
extra 10% coverage or 50 cents per bushel.
In every case, these extra products come
at a price that is seldom advantageous to
the producer.

Any time a product is sold over the 85%
coverage level the product is not being
subsidized. The insurance company will be
charging the producer the full premium for
the option while also building in considera-

ble profits in case the markets move
against them. In short, these are seldom
a good buy for the producer yet many
people in this industry will push them in
hopes of increasing their profits or com-
missions. | wish there was a magic prod-
uct that we could offer that would guar-
antee that each and every one of you
could make big profits every year. The
problem is that this does not exist. If
anyone tells you otherwise be cautious.

I know that marketing any commodity
whether it be grain or livestock is not the
favored job of most producers. We have
all heard horror stories about margin
calls and other unforeseen problems
when producers try to market on their
own. The problem is that most of us
have not taken the time to educate our-
selves on what products, outside of in-
surance, are available and how they can
work for our operations. It is very possi-
ble to add significant income to the
bottom line without having to buy ex-
pensive products or put an operation
into a high risk position.

We have contacted the University Ex-
tension, a couple different brokerage
companies, and some grain companies
to all work together to provide produc-
ers with some educational information
that will help you do a better job of mar-
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8 Steps to a
Successful

Marketing Plan

Establish realistic
goals

Identify your decision
making environment

Identify your beliefs

Develop a price out-
look

Consider cost of
production

Consider risk-
bearing ability
Avoid emotional de-
cisions

Don't let ego get in
the way

Richard Brock

“Grain Trading—Basics of Fundamen-

tal and Technical Analysis”
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Straight Talk About Crop Insurance (continued)

keting your commodities.
“Don't listen to what

the news says is hap-
pening. Learn to listen
to what the news says
should be happening,
then see how prices
respond to that news.
That is how you can
use the news in a bene-
ficial way.”

My goal is to keep this very simple. We
need to understand hedging, using puts
and calls or contracts. We need to know
how these products work and what risks
are involved.

We also need to look at cash grain strat-
egies. What is a basis contract? What
would happen if | don’t raise enough
grain to fill my contract? We should also
explore if there are other outlets, other
than the ones that we are currently using,
to sell our grain or livestock that could
increase the amount we receive for our
products. Looking at historical markets
are also important. Which months tend

Scott W. Stewart
“New Times, New Rules
Take Control of Your Farm

Marketing”

to have the highest prices?  What

months generally have the lows?

If these short series of meetings are
something that might interest you please
contact us. We are in the planning stag-
es right now about the subjects we
would like to cover. These will not be
sales meetings. These will be informa-
tional and educational programs de-
signed to help producers with limited or
no knowledge about these marketing
tools. | encourage you to participate
with us in these meetings and together
we can all learn some new ideas and
strategies.

Last week’s storm that dropped a foot of
snow across the area made for some ad-
ditional management concerns for beef
producers. Moisture, cold temperatures
and winds all effect the beef cow’s energy
requirements. This is why producers al-
ways like to see cows go into the winter
with a body score between 5 and 6. With
this score, cows are able to compensate
for short spells of bad weather without a
producer having to supplement the diet

- during these periods of
4 bad weather. If there are
cows that don’t meet
this score they should be
separated and feed sep-

-~ We can add all the ad-
.. _ditional forage that a
cow will eat and some-
times never fulfill their
nutritional needs. In cas-

Feeding Cattle in Winter Conditions

es like this we should seriously consider
adding additional energy in some form
whether it be range cubes or additional
feed. This is especially critical in the post
calving and early breeding seasons when
the animal’s nutritional needs are at a
high level.

We have all heard the term “hay burn-
er”. This refers to the times when cows
are stressed by cold and wet weather
and require additional feed in order to
stay warm. The feed that does the best
job of fueling body heat is hay or forage.
In times of high stress, cows will increase
their hay consumption substantially in
order to deal with wet and cold condi-
tions. While grain or grain concentrates
will provide the same energy as forage it
does not supply the same amount of
boost when it comes to fueling body
temperature.

This year with short supplies of hay and
hay that is lacking in nutritional value,
many producers are finding themselves
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Feeding Cattle in Winter Conditions (continued)

needing to add some energy to their cow
ration. Tubs are the convenient choice for
some producers. These contain 20-40%
protein and supply minerals and energy to
the diet as well. The main issue with using
tubs is that over a long period of time they
can become costly in comparison to a
grain protein supplementation program.

Hand feeding cows is not without its is-
sues either. When a producer chooses to
use this method they are committing to
additional labor and additional equip-
ment, troughs, cake feeders, self-feeders
and grinder mixers, etc., that they might
not otherwise need.

For my operation | have made the deci-
sion to make this investment and commit-
ment. Mixing my own feed gives me the
flexibility to adjust the ration as conditions
dictate. | feed DDG’s and ground feed
wheat on a daily basis in order to augment
the nutritional needs of my cow herd. |
feed them what they need not what they
want. By making my own ration, | have the
ability to add Bovatec or another iono-
phore to help our cows digest the lower
quality forages that we are feeding them.

A couple of weeks ago we were
“blessed” with a foot of snow creating wet
and cold conditions. About a week after
the snow hit, Mother Nature gave us both
considerable rain and windy conditions.
These are the types of conditions that re-
ally affect a cow’s energy requirements.
This caused us to look at our supplemen-
tation program and increase the levels of
nutrients considerably.

A cow is comfortable at 32 degrees when
she is dry and out of the wind. Any wind
at this temperature will make the air tem-
perature even colder and the animal will
need additional nutrients to fight the cold.
If it is 32 degrees but the reported wind
chill is 20, we would need to add 1% of

additional nutrients for each degree it
was below 32 degrees. In this example,
the animal’s energy requirements would
increase by 12%. It is important that pro-
ducers don’t radically change rations on a
daily basis based on that day’s weather
condition. Instead, when significant
weather events are about to occur or are
in the process, a producer should gradu-
ally increase the energy supplied to the
stock to offset these additional nutrition-
al needs.

Cold weather is easier for livestock to
handle than wet weather. When an ani-
mal’s hair coat is wet and they do not
have access to shelter, the critical tem-
perature raises from 32 to 59 degrees.
With these wet conditions the nutrients
needs double. That means that the nutri-
tional needs of the animal increase by 2%
for each degree it is below the critical
temperature of 59.

The other day it was 32 degrees and
raining. The reported wind chill was 19
degrees. A miserable day for livestock as
well as all of us having to work in it. To
figure the energy needs of the cows we
would take the critical temperature of 59
degrees and subtract the wind chill of 19
this would leave 40 degrees. Taking into
account that when the hair coat is wet
we need to add 2% of energy for each
degree it is below the critical tempera-
ture, the cow’s energy needs would have
increased 80%.

Both Oklahoma State and Nebraska Ex-
tension have very good information avail-
able on the web concerning beef nutri-
tion. Additional information on feeding
cattle in cold weather can be found at
your local University Extension office or
by contacting one of their beef cattle spe-
cialists.
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IMPORTANT

If your farming
entity has changed
from last year ei-
ther by death, di-
vorce, or business
type you must no-
tify the office for a
policy change im-
mediately. Failure
to do so could
have serious impli-
cations for your

crop coverage.

If you are unsure
that your policy(s)
correctly identify

your entity type
please contact the

office as soon as

possible.
(This also includes any

SBI’s listed on your policy)

March 15 is the
deadline for spring
crops
(February 28 is the
deadline for Arkansas)

THE STATEMENTS CONTAINED IN THIS PAMPHLET
ARE FOR INFORMATIONAL PURPOSES ONLY AND
DO NOT CONSTITUTE AN INTERPRETATION OF THE
TERMS AND CONDITIONS OF ANY INSURANCE
POLICY. NOTHING CONTAINED HEREIN WAIVES,
VARIES OR ALTERS ANY TERM OR CONDITION OF
ANY INSURANCE POLICY. ELIGIBILITY FOR COVER-
AGE, ENTITLEMENT TO AN INDEMNITY AND
LIABILITY FOR PREMIUM MAY VARY. PLEASE REVIEW
YOUR INSURANCE POLICY TO DETERMINE WHICH
TERMS AND CONDITIONS ARE APPLICABLE TO YOU

Non-Discrimination Statement
Non-Discrimination Policy
The U.S. Department of Agriculture (USDA) prohibits
discrimination against its customers, employees, and
applicants for employment on the bases of race, color,
national origin, age, disability, sex, gender identity, religion,
reprisal, and where applicable, political beliefs, marital
status, familial or parental status, sexual orientation, or all
or part of an individual's income is derived from any public
assistance program, or protected genetic information in
employment or in any program or activity conducted or
funded by the Department. (Not all prohibited bases will

apply to all programs and/or employment activities.)




Page 6 Crop Insurance 2019

Opportunity for the Small Beef Producer by jared Royer Cattle Visions

I’'m guilty. I've said it myself. “I’'m just a small beef producer. | can’t compete with the
Pasture, big boys.” Many of us feel this way at times and fear creeps into what may happen in
Rangeland, and the future. Several of you remember the transition and change in the swine industry.
So, what about the Beef Industry? How do we fit in and how do we compete?

Forage
There are plenty of uncertainties, but we can depend on one thing for certain....
CHANGE! Change comes faster than ever before with technology and rapid/immediate
YOU CAN'T CONTROL .. .. . . . .
THE WEATHER communication. Ideas and vision can be put into action almost immediately. In some
BUT.... ways rapid change creates anxiety, but in other ways it creates opportunity.
YOU CAN BE PREPARED At Cattle Visions, we believe the “small” beef producer has more opportunity than ever
FOR M before. With the advancement of genetic testing, information processing/transfer, and

communication, your genetics can be proven and disseminated throughout the beef in-
dustry. No more as a seedstock producer do you need to feel frustrated when you raise
that outlier bull or heifer knowing you can’t be seen or heard. No more as a commercial
producer do you need to feel frustrated when not capturing the value from the invest-
ment you’ve made in genetics, health, and traceability of your calves. The opportunity
exists for independent beef producers to profitably develop, share, promote and ad-
vance their beef cattle through teamwork. At Cattle Visions, we exist to create that op-
portunity for you.

Some have asked, “Is this for real”? Here are a few analogies to think about. Many of
us witnessed Walmart moving into small towns, drying up small business, and making
b suppliers give huge price concessions for shelf space. We didn’t see what could be done
for small businesses to compete. Then Amazon happened. Now any independent busi-
ness or individual with a product or service has a system and a voice to make the con-
. sumer aware of the value they bring to market. The small business can compete.

As recent as 2013, to be a cab driver in New York City, you needed a medallion valued at
$1.3 million per medallion (medallions are issued by the city to control the number of
~ cab drivers) . In 2018, medallions were worth just $160,000. Why? The advent of ride-
hauling apps like Uber have allowed anyone with transportation to compete. The indi-
vidual car owner can compete.

Livestock With AirB&B, the average home owner can compete with large hotel chains. Air B&B
Risk makes the individual’s home available for rent to virtually the whole world. Prior to this

system and technology, how would the individual home owner have a voice among the
big hotel chains? The rapid change and improvement in technology has given every indi-
vidual an opportunity to compete.

Protection

Hopefully at this point you are asking, “Is this something | can do in the Beef Industry?”
Itis, and it won’t cost you more money! It will cut your expenses and increase your reve-
nue long term. It may require a change of habits and traditions, an increase in team-
work, data collection and information sharing to participate. Our system will allow seed-

LRP is a simple and cost ~ Stock producers to prove and promote their genetics by working with their commercial
effective way of locking in = producers. Commercial producers will share in the value of the genetics they prove by
a minimum price floor for  helping their seedstock supplier collect data. Cattle Visions will take the proven data on

your livestock. the genetics and make it available to all in the beef industry. No more will the best beef
Callus at 660-433-6300t0  genetics be monopolized and controlled by a few large genetic/semen companies. Inde-

explain the benefits to you pendent beef producers will prove and own the genetics that move the beef industry
and your operation. forward
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Opportunity for the Small Beef Producer by ared Royer Cattle Visions

You may ask, “Is this something you will help me with”? That is why we exist at
Cattle Visions. If you have interest in learning more, please contact me at jar-
ed@cattlevisions.com or call our office at 866-356-4565. We look forward to helping
you take advantage of this opportunity. Don’t let fear keep you from leading the

change!

Remember.... We don’t create our futures. We create our habits. Our habits create
our futures! Let’s create habits in 2019 that create the future you want.

Farming the Way Grandpa Did

It is fun to think about the way the previ-
ous generations farmed the lands we do
today. In just my short life time we have
seen changes that we could not have im-
agined even 20 years ago. Hanging on my
office wall is a 4 horse hitch that was used
by my parents when they first started
farming. | like to think back on the stories
of them using an “A” John Deere and an
“H” Farmall to plant and harvest the
crops. Below my shop still sets the first
combine that | remember on the farm, an
old Massey Harris with a 6’ head that was
powered with a Wisconsin engine.

My how times have changed. Over 15% of
all the land planted in this country today is
done with some type of precision agricul-
ture. Why is the industry moving this way?
It is really a simple matter of economics.
With input prices remaining fairly steady,
including seed, fertilizer, fuel, land, chemi-
cals, and commodity prices remaining low,
this boom in technology will help make
farming more efficient and in-turn, more
profitable.

This all started in the 1990’s with the
emergence of GPS guidance for tractors.
This allowed producers to eliminate over-
lapping of applications of seed, chemicals,
and fertilizers. Then as the precision tech-
nology evolved, there was the introduc-
tion of variable rate application. There is a

tremendous amount of da-
ta available to producers
that break individual fields
down into specific areas of §
need based on soil types,
nutrient availability, and
even prediction of insect
and weed pressures. This
has allowed producers to
accurately apply seed rates,
nutrient application, and
chemicals using the actual field data
collected for each specific field in their
operation.

The crop insurance industry is adapting
to these new technologies just like
producers are. Today we can use the
planting data to completely fill a pro-
ducer’s acreage report with just a sim-
ple download of his planting data. The
actual planted acres are much more
accurate when they are taken from this
system. There are many g

times that producers are
over or under insured be-
cause the acres that are
reported are based on FSA
maps or data of a field
rather than what was ac-
tually planted.

A situation arose recently
on some river bottom
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Farming the Way Grandpa Did (continued)

farmland where a producer had to plant
around some wet areas in the field. Ini-
tially we did not think this would have
reduced the planted acres very much but
in reality it turned out to be a significant
difference. By using the producer’s preci-
sion data, it both reduced the acres that
he paid premium on while at the same
time increased the yields per acre on the
production report thus giving him a high-
er guarantee.

Currently the crop insurance industry
has not used these new technologies for
loss adjusting. There are still issues to be
ironed out involving, among other things,
complex calibration rules for harvest ma-
chinery that must be followed. Mean-
while, accurate harvest records are still
important. With these records we can
help producers break out yields by fields

GIBSON INSURANCE GROUP, INC.

TIPTON, MO 65081

and sub-units depending on their needs.

Our agency, as well as our parent compa-
nies, are all committed to adopting these
new technologies in order to better serve
the ag community. This agency is current-
ly in the process of setting up a data cen-
ter at our office that will help producers
store and manage the data that they col-
lect on their operation regardless of the
type of system that they use. This is just
the first step of what is coming in the fu-
ture.

Just like Grandpa’s farm, this industry will
change rapidly. With anything new, there
will be a learning curve to handling and
managing all this data. To remain top pro-
ducers we will need grasp these new tech-
nologies and learn to reap the rewards
that the data can provide.




