C&S GRAIN MARKET CONSULTING

My Marketing Philosophy - by William C. Fordham

For a producer, there is a time to sell and a time not to sell, but never a time to be bullish!

The producer, by definition, is always long. Either long in the planning stages between harvest and the next planting season, long last year's crop in the bin, or long a growing crop in the field. Therefore, a producer needs to always be looking for selling opportunities. The producer can not afford to be bullish! Becoming bullish will skew and limit your ability to be objective, and keep you from selling rallies that are selling opportunities.

My philosophy toward selling grains is to use rallies as selling opportunities! The challenge is to know when, during a rally, to make the selling decision. The market does not care what our cost of production is, or what our price goals are, nor does it care if we are bearish or bullish. The market will trade back and forth, up and down, and do what it is going to do with regard for no one. That is why the producer needs to be ready to sell when the market provides the opportunity. Knowing the history of what the market does during the year is an important aspect of staying focused and being prepared.

The need to fight fear and greed never changes! If plans are not in place to take advantage of opportunities, greed will keep you from selling when you should be selling, and fear will drive you to sell in a panic when you shouldn't. Many producers feel that production fundamentals, such as crop condition reports, weather forecasts and planted acres; or reports on ending stocks, export sales and shipment move the market. They do move the market, for a few minutes now rather than days, but soon the market returns to a technical focus. Basing your selling decisions solely on these factors, as they are unfolding, can be an emotional roller coaster, which again will likely lead to making unwise emotional decisions.

The definition of "fundamentals" should be broadened to include every thing that affects price, not just supply and demand facts and perceptions. Over the years, the markets have changed drastically, and are still making monumental changes. Housewives and barbers, doctors and lawyers, rarely buy corn or soybeans to speculate on a weather market any more. TV programs like CNBC, MSNBC, and CNNFN have had a major influence on the American public toward putting their discretionary trading dollars into stocks/mutual funds and not into commodities for speculation. The money is gone from commodities. Large professional funds now provide most of the speculative capital rather than the small public trader. Farmers still speculate some, but not nearly as much as they once did. 

Trading has changed! Information that affects prices is known almost instantly around the world through the Internet. Many professional traders have left the trading floor and moved upstairs to their computer screens and technical, computer generated trading signals and systems. The bulk of the day's trading takes place either in the first hour or last hour of the day. New crop contracts are now traded up to 3 years in advance.

Freedom-To-Farm has eliminated the need for anyone to carry ending stocks and shifted that burden back to the producer. Almost all carryover-ending stocks are owned by the producer and are not isolated from the marketplace. Multi-national companies move grain around the world quickly, and end users buy hand-to-mouth with limited fear of not being able to secure needed inventory due to computerized just-in-time inventory management. World trade and production expansion keeps grain flowing at an ever quickening pace, with a new harvest always just a few months away.

In light of these and other factors not mentioned, the producer needs to develop a planned approach to selling rallies. One approach is to sell ahead, a certain percentage during each season of the year, always on rallies, never on weakness. The use of technical, overbought chart tools, along with a plan, is paramount to enhancing success. The employment of professional marketers has strong advantages. They are unattached to the crop and they are emotionally removed from the pricing decisions that need to be made. 

I can offer you the tools and the qualifications needed to accomplish your marketing. Please call me with your questions or needs at 815-376-6101 or e-mail me at wilmar@theramp.net.

