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Analyst to Follow? 

Sir Isaac Newton 



NEWTON’S FIRST LAW OF MOTION 
! " IInn  PPhhyyssiiccss::  AAnn  oobbjjeecctt  iinn  mmoottiioonn  tteennddss  ttoo  ssttaayy  iinn  

mmoottiioonn  uunnttiill  aacctteedd  uuppoonn  bbyy  aann  oouuttssiiddee  ffoorrccee..  

! " IInn  MMaarrkkeettss::  AA  ttrreennddiinngg  mmaarrkkeett  wwiillll  ssttaayy  iinn  tthhaatt  
ttrreenndd  uunnttiill  aacctteedd  uuppoonn  bbyy  aann  oouuttssiiddee  ffoorrccee..    

! " QQ::  WWhhaatt  iiss  tthhee  ddoommiinnaanntt  oouuttssiiddee  ffoorrccee  iinn  
ccoommmmooddiittiieess  tthhaatt  cchhaannggeess  mmaarrkkeett  ddiirreeccttiioonn??  

! " AA::  NNoonnccoommmmeerrcciiaall  ttrraaddeerrss  
! " Commodity funds 
! " Hedge funds 
! " Index funds 







First Law of Marketing 
! "RReemmeemmbbeerr  NNeewwttoonn’’ss  FFiirrsstt  LLaaww  ooff  MMoottiioonn  
! "KKeeeepp  iinn  mmiinndd  tthhee  oolldd  ssaayyiinngg,,  ““tthhee  ttrreenndd  iiss  

yyoouurr  ffrriieenndd””..  AAllssoo,,  ““kkeeeepp  yyoouurr  ffrriieennddss  
cclloossee  aanndd  yyoouurr  eenneemmiieess  cclloosseerr””..    

! " FFoolllloowwiinngg  tthhee  ttrreenndd  mmeeaannss  yyoouu  aarree  
ffoolllloowwiinngg  tthhee  llaarrggee  mmoonneeyy  iinn  tthhee  mmaarrkkeett  

! "MMaarrkkeettiinngg  RRuullee  ##11::  DDoonn’’tt  ggeett  ccrroosssswwaayyss  
wwiitthh  tthhee  ttrreenndd..    



The Fundamental Question 
! "QQ::  WWhhaatt  ddoo  yyoouu  uussee  ttoo  ggeett  ggaauuggee  ssuuppppllyy  

aanndd  ddeemmaanndd  ((ffuunnddaammeennttaallss))  iinn  aannyy  
ppaarrttiiccuullaarr  mmaarrkkeett??  

! "AA  ––  UUSSDDAA//GGoovveerrnnmmeenntt  rreeppoorrttss  
! "BB  ––  OObbsseerrvviinngg  yyoouurr  oowwnn  ssiittuuaattiioonn  aanndd  

eessttiimmaattiinngg  iitt  ttoo  bbee  tthhee  ssaammee  eevveerryywwhheerree  
! "CC  ––  LLooookk  ffoorr  mmaarrkkeett  ssiiggnnaallss  



AA  ––  UUSSDDAA//GGoovveerrnnmmeenntt  RReeppoorrttss  



AA  ––  UUSSDDAA//GGoovveerrnnmmeenntt  RReeppoorrttss  ((ccoonntt..))  



BB  ––  ““LLooookkiinngg  OOuutt  MMyy  BBaacckk  DDoooorr””  

! " Like Picasso, that can give us a skewed sense of reality 



C – What does the market have to say 



Second Law of Marketing 
! "Don’t rely on government numbers to do 

your marketing 
! "Your view of reality can be distorted by 

your own situation 

! "Marketing Rule #2: Let the market dictate 
your actions.  



The Pain and Angst of Marketing, and 
then more Pain 

! "Has anyone here had to make a margin 
call on a “hedge” position?  

! "Q: When does one normally “lift” the 
hedge (offset the position)?  

! "A – At harvest (producer) or as the supply 
is purchased (end user) 

! "B – In a panic, just before the market 
turns back around 

! "C – When your banker tells you to 



Everyone’s Favorite: Options! 
! "Q: Which of these statements regarding 

options on futures is true? 
! "A – The increase in market volatility (size 

and speed of price changes in the market) 
has made options much more expensive 

! "B – Almost 90% of all options expire 
worthless 

! "C – Floor prices combined with weak basis 
levels make option strategies almost 
obsolete 

! "D – All of the above 



Third Law of Marketing 
! "Margin calls can be the death of even the 

best marketing strategy. 
! " Interesting market psychology point: Markets 

tend to turn the day after most hedgers reach 
their breaking points. 

! " Futures markets seemingly have lost role 
of transferring price risk. 

! "Despite increased volatility leading to 
increased premiums, options may still be 
best tool for offsetting margin risk. 

! "Marketing Rule #3: Manage margin risks! 



Market Structure 
! "Every market has a structure 

! " Trend of the futures market 
! " Flow of noncommercial money 

! " Trend of the futures spreads 
! " Markets view of supply and demand  

! " In other words, market structure reflects 
Marketing Rules #1 and #2 

! "By understanding the structure of a 
market, one can hope to be in a better 
strategy situation, allowing us to use 
Marketing Rule #3 



Market Types 



Corn: Market Type? 



Soybeans: Market Type? 



Wheat: Market Type? 



Cotton: Market Type? 



Live Cattle: Market Type? 



Lean Hogs: Market Type? 



CONCLUSION 

! " The dynamics of futures markets have 
changed, placing more emphasis on trend 
analysis. 

! " Increased volatility is not going to change 
any time soon.  

! " Basing marketing decisions on government 
numbers increases the risk rather than 
decreases.  

! " To make better marketing decisions one has 
to know what type of market exists.  



Thank you 

For more information: 

Visit:   www.dtnprogressivefarmer.com 

Twitter: http://twitter.com/DarinNewsom 

Email: darin.newsom@telventdtn.com 


