START

You are a North
American grain farmer
expecting a bumper crop.

Plan to sell it yourself
on the cash market?

NO

<—

ORWARD CONTRACT

A buyer offers you a fixed
price for a certain amount

of grain that must be

The CWB sells
80% of Canadian
wheat abroad.

Hedging your bets?
Sell a contract to deliver
by a set dafe. If prices

The Canadian Wheat Board employs all of these market actions on behalf of member farmers

FUTURES CONTRACT BASIS CONTRACT

Still not exciting enough?
Basis contracts are similar
to foward contracts but
instead of a fixed price,
the price tracks the
difference between the
cash market and the

futures market.
Do you take this route?

(O— For wheat or barley delivered on a set date. drop by harvest, you

you must, in effect, n buy a lower-priced

?uy yz)urgropj:ack Interested? gaontracyt nd poclrzef the

rom the Canadian

Wheat Board, sell it NO difference between what

yourself and pocket you sold fo:jandhwﬂa’r

the difference. you just paid, whic

b helps offset loss when

A you deliver your grain

Were any crops lost
due to weather?

NO

D'OHHH

You must buy
replacement
grains to make up
the difference. A
truly galling

option if the cash
price is above the
amount you
agreed to sell for
in the forward
contract.

to a cooler market.

Volatile markets
$200b has flowed
into index funds in
the last five years.

Do you choose
this option?

MARKET SURGE

Did prices go up
during the season?

& wo

MARKET SURGE

Did prices go up
during the season?

NO

If grain prices fell
during the season,
you can congratulate
yourself for losing
nothing.

¥

Did you get a

good price?
You can't take

NO advantage of the
hotter market and
are stuck with what
you agreed on.
WILD CARD

Margins are razor thin, and
your costs have risen by
nearly $550,000 since last
year. Did you accurately
predict these expenses
and build them info your
budget?

NO

4

OUT OF LUCK

SAMPLE COSTS

NO

Farmers in the U.S. sell ———— (),

more of their grain
domestically. Only about 40%
of U.S. grain is exported.

POOL SYSTEM

If you grow wheat or
barley in Canada, you
pretty much have to sell
through the Canadian
Wheat Board.

The CWB collects all the
money from its grain
sales during the year
and pays farmers the
average of whatever
prices it receives. You
may not have been able
to gain from the market
roller coaster, but
increased clout in
international markets
means you will pocket a
fair price paid out in
regular instalments.

< Were any crops lost « The board only sells

due to weather?

NO

MARGIN CALLS

Investors on
futures markets
must put up some
cash or collateral.
Each futures
contract is valued
daily, and if the
value of your crop
has soared, you
may be in for
thousands of
dollars, due
immediately.

Fertilizer ~ $55,000 (U.S.) for three
canisters of phosphate.
More than double from

last year.

Herbicide $45 a gallon, up from
$19.75 total for season
$140,000.

Diesel $1.35/litre (As of May 13)
Dry $1,120 a fon, up from up from 97¢ a year ago.
Phosphate $510 last year Seed As much as double.
Liquid $745 a ton, up A new Around $400,000
Phosphate from $360 combine

YOU WIN

Add to your line of
credit and hope to
do better next year,
or pack it in and sell
your land to a
developer.

Congratulations!
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wheat and barley. If you
are a canola farmer,
head back to start.

REGULATION

Speculators, including
hedge funds, pension
funds and other
investors may be driving
prices up but they have
historically been subject
to strict trading limits
because regulators want
to avoid excessive
speculation.

N IES ARE
C GING THE
L APE

Over the counter
traders: swap dealers,
banks, and other
derivative traders have
become more popular
in recent years. They
are generally not
subject to trading
limits, reporting

requirements and
other regulations.

INDEX FUND
INVESTMENT IN
COMMODITIES

as of December 2003:
$13-billion us,)
as of March 31, 2008:

$260-billion us,)



