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THE FARMER’S EDGE
Plan and Execute
By Lana Wietgrefe

Profitability, of course, is key to any type
of business entity and needs to be a high
priority goal. Simple concept. However,
when profitability is the goal sometimes
the markets just don’t cooperate to give
us an outright opportunity to lock that in.
Or, the opportunity comes so early that
there are still too many unknowns to feel
comfortable in taking full advantage of
it. Making decisions in this type of market
environment can be very difficult. Often,
however, there are steps that can be taken
to minimize the negatives, set yourself up
to take advantage of better situations down
the road and to be proactive about making
the most of what is available.
Spending time crunching numbers isn’t
usually anyone’s favorite pastime, but it
is a necessary evil. At what price level for
each of the commodities you raise are you
profitable? This is always a moving target
so use the best numbers you have and
spend the time it takes to put an accurate
financial picture of your operation together.
Make updates when big changes occur.
Does the tractor need an overhaul or to
be replaced? Do you want to put up a
new bin or shop? Does the house need
new shingles? Saving for your kids’ college
education or your own retirement? Any
and all expenses that will have to be paid

for by your farming operation need to be
taken into consideration. Let us help you
put this all together and keep us up to
date. Once we have an accurate cash flow
requirement (break-even) for each crop,
we will be able to recognize profitable
opportunities and can determine what
effect each marketing decision will have on
your farm.
Often opportunities, whether profitable
for an individual operation or not, come
when many uncertainties exist. Those
uncertainties often blind us to the
opportunities and/or paralyze us from
acting on them. I’d love it if we never had
to make a marketing move that wasn’t
highly profitable, but that just isn’t realistic.
There are too many factors involved. The
factors that are specific to your operation
such as your cash flow requirements,
storage capacity, risk bearing ability,
personal marketing philosophy, etc. all
need to be taken into consideration along
with supply and demand fundamentals,
trade policies, weather concerns,
macroeconomics, etc. Managing risk is
recognizing opportunities, even if they
aren’t at levels you’d like to see, and then
acting on them.
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often talk about price floors. Setting price floors is a way
to minimize the negative price risk in the market while still
being able to benefit from a rising market. There are many
ways to do this such as selling cash grain and buying a call
option, selling futures and buying a call option or buying a
put option. There are also more advanced trading strategies
your consultant may want to use for your operation. Having
price floors in place, especially those that don’t require a
delivery commitment, can ease your mind in down markets
and in times of production uncertainty.
Knowing you have price floors in place can also help to focus
attention on improving that price. There may be a possibility
of catching basis improvements and taking advantage of
market carry. Both of those things can add significantly to
your final price per bushel. Management of any options you
have in place is also important as you work towards your
profitability goal.

We strive to assist you and your farming operation by helping
you get a handle on your financial picture and putting a
plan together to work towards profitability by making sound
business decisions. Once the plan is put together and
approved, we will execute it and then follow through on
managing your positions. Partnering with you to know your
operation inside and out allows us to reevaluate your plan
and your positions as market and crop conditions change.
Successful risk management isn’t knowing where the top of
the market is. It’s knowing where the bottom line is, setting
goals and then taking advantage of opportunities to reach
those goals.
Lana Wietgrefe has been a Farm Marketing Consultant in the
Hurley & Associates Britton, SD office since 2006. She works
with grain and livestock producers in North and South Dakota
and has a corporate role as internal compliance auditor and
writes the monthly client letter.

“Lord, bless this land you’ve given me
And may I always know,
As I tend each crop and creature
You’re the One who helps them grow.
Grant me strength and wisdom
Please protect me from all harm,
And thank you, Lord
For Your gracious gift...
The blessing of my farm.”
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U.S. and World Economy
By John A Johnson

The World’s economy is grinding along at a slower pace
according to many economic reports from the U.S. and
abroad, as the ongoing trade war between the U.S. and
China casts a shadow on much of the whole World’s
trading patterns. Negotiations between these two major
economic players are due to resume at high levels later this
month.
Economic woes around the globe are being exacerbated
by the political turmoil that seems to be so ubiquitous.
Great Britain is undergoing political machinations over
their exit from the European Union, which the populous
voted favorably on nearly two years ago. Germany, who’s
economy appeared to be “bullet proof” only a couple of
years ago, seems to be on the brink of recession shortly
after a very contentious set of elections. Canada also has
its share of political upheaval as Prime Minister Trudeau
struggles to maintain his position as allegedly racist photos
of him wearing black face surface from his past. Israel is
still trying to sort out the results from their most raucous set
of elections in recent history. Prime Minister Netanyahu has
apparently failed to achieve a clear majority; at this writing,
he is still trying to piece together a government from a
coalition of political parties.
China is experiencing problems both internationally
and domestically as the demonstrations in Hong Kong
continue. The Chinese government seems poised to take
a harder line with the protesters, who vary in number from
tens to hundreds of thousands, depending on the weekend
in question. The stated reason for the demonstrations is
that protestors are angry over what they see as creeping
interference by Beijing in Hong Kong’s affairs, despite a
promise of autonomy. The trigger for the unrest was an
extradition bill, now withdrawn, that would have allowed
criminal suspects to be sent from Hong Kong to mainland
China for trial.
Both houses of the U.S. Congress, namely the Senate
Foreign Relations and House Foreign Affairs committees,
are holding hearings this week and are expected to
address relations with China as well as trade issues and the
situation in Hong Kong.
The din of political chaos in the rest of the world makes our
U.S. elections process, with 20+ Democratic candidates all
trying to out yell each other, and a Republican president who
“tweets” several times daily, seem almost normal and benign.

Into all the global political
and economic melee alluded to
above, we interject the latest and
most serious Middle East crisis of
recent times. A very important Saudi
Arabian oil field and distribution point
was subjected to a drone and missile attack
believed to have been fired by the dissident,
Iranian-backed Houthi rebels. As of this writing
the Saudis are downplaying the damage and
promising to have the facility up and running, or
at least its production/distribution capabilities, up
and running within “weeks”. Estimates of damage
immediately following the attack predicted much
longer interruption of service for these facilities. The
real time frame remains to be seen, but markets seem to
be taking the Saudis at their word, and have calmed down
considerably.
International events such as these make us grateful for
the increasing U.S./Canada/Mexico oil and natural gas
production, which has helped free us from such needless
dependence on these unstable sources of energy.
The U.S. economy is outpacing the rest of the world as we
regain the role of the strongest economy on the planet.
The Federal Reserve reported recently that our industrial
production rose 0.6% in August, 0.2% was the rise that
was generally expected. U.S. economic statistics were
made even more impressive by the fact that manufacturing
output rose 0.5%, mining production rose 1.4% and utility
production rose 0.6%. While industrial production has risen
only 0.4 percent year over year, this was still a great set of
numbers, given the plight of the rest of the world.
Finally, according to CNBC, Housing Starts were at a 12year high in August after lagging for the last few months
with both single and multi-family units showing healthy
increases. Obviously, this is in response to the recent
lowering of interest rates.
John A Johnson has worked for Hurley & Associates since
2007. John is semi-retired now living the life of chasing his
grandkids. John is based in Sikeston, MO.
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Rail Transportation Update
By Tom Williamson

Precision Scheduled Railroading (PSR) is either fully
implemented or being finalized on all seven Class I
railroads in the U.S. Basically, this plan eliminates as
many hump yards as possible by staging cars/trains near
origins and then moving them as close to destinations in
the same train as possible. The fewer the hump yards the
less opportunity for lost cars and delayed cars. PSR allows
railroads to plan locomotive power and schedule crews
much more effectively, resulting in “Precision” railroading.
AND it seems to be working. Railroad single car transit
times are dropping by several days. In fact, many shippers
are seeing improved turn times on private leased cars and
are beginning to look at reducing their lease car fleet. This
along with declining volumes has permitted railroads to
reduce employment substantially (chart 1).
CHART 1: CLASS 1 RAILROAD EMPLOYMENT

U.S. railroads have faced year over-year declines each
month — producing a total shortfall of more than 280,000
carloads over the past six months. In July, just six of the 20
CHART 2: TOTAL U.S. RAIL CARLOADINGS

carload commodity categories tracked by the AAR
increased and these two gained fewer than 600 cars for the
month. Once again, the bright spot was petroleum and
petroleum products, up 6,465 carloads.
The largest decrease in July occurred in coal traffic, where
the drop of 43,954 carloads accounted for well over half
of the carload decline relative to July 2018, as low natural
gas prices held the normal seasonal demand for coal-fired
power in check. The declining trend for coal is here to stay.

Total Class I freight railroad employment was 135,000 in
June 2019, down 10,000 from June 2018. When comparing
railcar velocity and terminal dwell were significantly better
year/year with velocity improving 11% year/year while
terminal dwell decreased 5.5% year/year. Better service
metrics are or will improve railroad operating ratios, which
are at historic lows, which result in improved profit margins.
U.S. RAILROADS carloads originated in July 2019 were
1.26 million, down 64,406 carloads (4.8%) from the previous
July (see chart 2). Since January’s modest 1.7% increase,

In summary:
Chemicals fell 1,939 cars (1.2%)
Crushed stone, sand, and gravel fell 6,350 cars (5.1%).
Grain fell 6,715 cars (3.1%)
Iron & steel scrap fell 3,105 cars (16.3%)
Motor Vehicles fell 2,734 cars (3.7%)
Primary metal products fell 4,884 cars (9.9%).
Pulp and paper products fell 3,005 cars (10.1%)
GRAIN CARLOADINGS: Grain car loadings remain soft,
due to soft export demand, although they have recovered
some in the last four months (see chart 3). Every few years,
the USDA’s Agricultural Marketing Service compiles data

continued on page 6
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Consultant Spotlight:

Market Carry vs. Cash Flow

BRANDON SOWERS

By Brandon Sowers

What do you most enjoy about your
job?
I enjoy the people I work with the most.
The farmers I partner with along with
the Hurley people I work with every day
provides a great work environment and
culture. Working with people you want
to work with makes the job easy.

Storage can be an integral part to your farm operation. There
are several advantages of having storage, such as;
1.
Flexibility of where and when the crop is sold
2.
Ability to condition the grain
3.
Less then ideal harvest weather conditions occurring
4.
Storing the grain to capture the carry

How did you get started in your career?
I grew up on our family farm, so my introduction to
agriculture started early. I have always had a passion for
agriculture, which lead me to working with farmers at
the USDA. Hurley gave me the opportunity to work with
farmers in a much more involved and positive way.

Market Carry is the premium distant month futures contracts
offer to store or “carry” the grain for later delivery. Forward
contracting, selling futures, or buying put options can capture
Market Carry. The advantage of capturing the carry is the
ability to add a premium to bushels of grain in return for
storing them. In a tight margin environment, this could be the
difference between profitability and rolling over debt.

What are you most passionate about when it comes to
serving clients?
I am most passionate about partnering with farmers and
achieving their goals. When we can lay out a plan and
achieve it, and see how it effects them in a positive way,
that’s what brings me satisfaction in my job.

There are disadvantages associated with storing grain, the
main ones being; interest on borrowed money, maintaining
grain condition, and cash flow. This may be the biggest
concern for farmers looking to store grain to deferred
months, “How do I meet my cash flow needs and still take
advantage of market carry?”

What would be your ideal vacation?
Camping through any national park. We had the
opportunity to camp through Yellowstone and the Grand
Tetons and it was amazing. The wildlife and scenery were
amazing.

The Farm Service Agency’s Marketing Assistance Loan
Program provides a suitable solution to this issue. Marketing
Assistance Loan’s (MAL’s) or “sealing grain” is a marketing
tool available to producers beginning upon harvest. The
MAL provides interim financing at harvest time for to help
agricultural producers to meet cash flow needs without
having to sell their commodities when market prices are
typically at harvest-time lows. Allowing producers to store
production at harvest provides for a more orderly marketing
of commodities throughout the year.

Brandon grew up on a family farm near Colo, IA where
they raised corn, soybeans, hay, hogs and cattle.
Brandon graduated from Central College with a degree
in Biology and started his agricultural career in Ames,
IA where he was involved in livestock pharmaceutical
research. His experience also includes serving as County
Executive Director for the USDA-FSA for 8 years where
he was responsible for implementing and maintaining
compliance on a variety of USDA farm programs.

By generating revenue using stored grain as collateral, cash
flow needs can be met, therefore allowing the farmer to add
a premium to their bushels in the bin by capturing carry.
With operating margin so tight, the difference between
profitability or loss could easily be the market carry and the
FSA’s MAL program offers a solution to help meet cash flow
needs until those bushels are delivered.
									
Sources: www.fsa.usda.gov

Brandon joined Hurley & Associates in 2016 because of
the commitment Hurley has to get to know each client
personally and their customized individual approach to
ag marketing and risk management. He enjoys working
with farmers at a personal level, getting to know them as
individuals and also about their operations.
Brandon currently lives in Parkersburg, IA with his wife
and 5 children.
He enjoys spending time with his family through a variety
of ways including sports, 4H, vacations, and volunteer
projects. He is active in his local church and community
and enjoys many other outdoor activities.
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By Tom Williamson
Continued from page 4

CHART 3: U.S. RAIL SHIPMENTS OF GRAIN

on modal market shares for grain. Chart 4 comes from this
USDA data. Rail’s market share varies widely depending
on the type of grain — it was 26%, on average, for all
grain combined from 2007-2016, but 22% for corn, 62%
for wheat, and 27% for soybeans over that period. Corn
shipments via truck continue to increase due to ethanol
production.

Overall shippers and receivers have reason to optimistic
about rail service, but not rail rates. Railroads continue to
increase rates substantially above their increased cost of
operations.

CHART 4: U.S. MODAL SHARE OF GRAIN TRANSPORTATION

Tom Williamson owns Transportation Consultants Co. (TCC)
which was started in 1984. TCC is used by many major
agriculture firms for the outsourcing of some or all of their
corporate transportation functions. Tom has been an affiliate
with Hurley’s since 2014.
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What is your Marketing
Frame of Mind?
By Andrew Fink

Marketing is a hot topic. Whether you enjoy marketing or
despise even thinking about it, the fact remains that it is a
critical aspect of your operation! You do not have to look
far to find a market opinion, price prediction, or advice
on when to sell (or not to sell) your crop. How are you
supposed to digest all of this information in order to make
the right decision?
We have found that most producers will fall into one of two
camps for making decisions: Business Minded vs. Market
Minded. Market-minded decision makers are either right
or wrong depending on how the market behaves. On the
other hand, business-minded decision makers use logic to
guide actions and act proactively with confidence.
In either case, both decision makers have equal amounts
of market risk and their ability to predict market prices is
equally as ineffective. So what separates the two? How
can one operation consistently outperform another in an
unpredictable environment? Here are a few characteristics
that we have found create differentiation:

BUSINESS MINDED
Has a market plan and takes action
when goals are met
Is mindful of downside price risk and
protecting their bottom line

The unfortunate thing about
agriculture is that the status quo
is to be market-minded. As we have
discussed this topic with lenders over the
years, it is safe to say that approximately
80% of producers will lean more towards the
market side than the business side of the table.
Hurley & Associates has been working since 1988
to help farm operations move towards the business
side of the table in order to realize the benefits of
economic stability. What is your frame of mind and is it
proactive in helping you reach the goals you have set for
your operation?

Andrew Fink has been a part of the Hurley & Associates
team since 2016. Andrew is located at our Brookings
location serving South Dakota, Southwest Minnesota,
Northwest Iowa and Nebraska

MARKET MINDED
Reacts to the market and is paralyzed from
taking action by market noise and emotion
Primary fear is selling too early and missing
out on market upside

Educated on a wide array of marketing
tools and uses them appropriately

Is unfamiliar with the tools available and
markets mostly in the spot cash market

Knows how to utilize on farm storage as
a basis and carry management tool

Primarily uses storage as a means to
speculate on market price

Has a team of trusted business advisors
that they utilize to develop business plans

Often seeks advice or commentary that
supports their market bias
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Except as otherwise noted, the contents of this newsletter are copyrighted
materials of Hurley & Associates Agri-Marketing Centers of Charleston, Inc. and
contain trademarks, service marks and trade names of Hurley & Associates
Agri-Marketing Centers of Charleston, Inc. and/or affiliates.
ALL RIGHTS ARE RESERVED.
While the information contained in this newsletter is derived from sources
which are believed to be accurate and timely, there may be inadvertent factual
inaccuracies or typographical and other errors, and the information is not
warranted or guaranteed for accuracy or completeness. Any opinions expressed
herein are subject to change or correction without notice and Hurley & Associates
Agri-Marketing Centers of Charleston, Inc. and its affiliates disclaim all liability
for errors or omissions in these materials, and disclaims all liability for the use or
interpretation by others of information contained in this newsletter. This material
should be construed as the solicitation of trading strategies and/or services
provided by Hurley & Associates, Inc. noted in this newsletter. We believe
positions are unique to each person’s risk-bearing ability, marketing strategy, and
crop conditions, and therefore, Hurley & Associates Agri-Marketing Centers of
Charleston Inc. does not give blanket recommendations. Any examples given are
strictly hypothetical and no representation is being made that any person will or is
likely to achieve profits or losses similar to those examples.
Decisions based on information contained in this newsletter are the sole
responsibility of the reader, and in exchange for receiving this information, the
reader agrees to hold Hurley & Associates Agri-Marketing Centers of Charleston,
Inc. and/or its affiliates harmless against any claims for damages arising from any
decisions that the reader makes based on such information. The risk of loss in
trading commodities can be substantial, therefore, carefully consider whether such
trading is suitable for you in light of your financial condition. Past performance is
not indicative of future results, and there is no guarantee that your trading
experience will be similar to past performance.

Trent Hurley, Chief Executive Officer
David Hurley, President of Hurley & Associates, Inc.
Ida V. Hurley, Founder
Dennis E. Hurley, Chairman of the Board

LOCATIONS
Grundy Center, IA
319-823-8018

Britton, SD
605-448-0058

Cologne, MN
320-634-4001

Brookings, SD
605-692-1533

Glenwood, MN
320-634-4001
Wheaton, MN
320-563-8490

Wessington, SD
605-554-0230
		
Canyon, TX
979-272-2182

Caruthersville, MO
573-333-1138

Snook, TX
979-272-0539

Charleston, MO
573-683-3371

Edna, TX
361-782-6715

Fayette, MO
573-683-3371

