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INTRODUCTION

Grain and livestock futures prices are important
for understanding global supply and demand at a
given time. Knowing the right time to buy or sell a
commodity consists of understanding the market
tone and watching seasonality. However,
understanding local cash markets is critical for
decision-making when marketing commodities.

That's where the basis comes in.
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HOW IS
BASIS SET?

Again, the basis communicates the relationship between
supply and demand in the local cash market.

GEOLOCATION

BASIS CAN VARY IN DIFFERENT REGIONS AND LOCATIONS
THROUGHOUT THE YEAR. BASIS CAN VARY BASED ON THE AMOUNT
OF GRAIN PRODUCTION IN A LOCATION, AS WELL AS ITS USE FOR

LIVESTOCK FEED, PROCESSING, AND ETHANOL PRODUCTION.

TRANSPORTATION COSTS

TRANSPORTATION COSTS COME INTO PLAY, ESPECIALLY
FOR GRAIN ELEVATORS.

STORAGE COSTS

STORAGE COSTS CAN PLAY A FACTOR. IN A NORMAL YEAR, CORN AND
SOYBEAN PRICES TEND TO BE THE LOWEST AT HARVEST AND INCREASE
BY SUMMER IN THE FOLLOWING YEAR. AS SUMMER APPROACHES,

STORAGE COSTS TEND TO DECREASE, AND BASIS NARROWS.

SUPPLY & DEMAND

SUPPLY AND DEMAND HAS THE ULTIMATE SAY IN BASIS - AGAIN, THAT
IS LOCAL S&D. IF AN ETHANOL PLANT IS RUNNING SHORT ON CORN
BUSHELS, IT MAY RAISE ITS BASIS TO INCENTIVIZE FARMERS TO
DELIVER SUPPLIES TO THE PLANT.
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SUMMARY

Understanding basis is key to effective grain
marketing. While futures prices reflect global
supply and demand, basis reveals what’s
happening in your local market. By monitoring
basis, producers can make more informed
decisions about when and where to sell grain,
how to hedge effectively, and how to manage
storage and transportation. Whether locking in
futures prices or targeting favorable basis
levels, a clear grasp of local market dynamics
can make the difference in capturing the best
margins
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