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Basis Behavior ï

ƁConcepts, Seasonality and 

Behavior

ƁIntermonth spreads

ƁImpacts of shipping costs

ƁForecasting Basis

ƁMarket year analogues for 

export basis

ƁSeasonal analogues

·
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Typical: Stock/use vs price

· 2018/19:  suggest prices 700-800c/b 
and take 4-6 years to return to normal

· 2019/20:  Revised to .11  and now 
.104 prices about 875c

· 2021/21  est.  .025

· 2021/22  est.  .033
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May and Nov Futures and Spread
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Taxonomy of Markets

Futures 

Cash 

B = C - F

Spot

Forward

-specific terms of

trade (location, time,

quantity) 

Forward

-standardized terms

of trade

Arbitrage

Risk 

Management

Rail Markets

Spot

Forward



Factors impacting basis

·Location:  Shipping

·Time:  Storage cost

·Quality:  Premium/discounts
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Delivery

B=DC

D= Storage 

Cost

Harvest

B=C-F

Time

Overall Behavior of basis:  

Reduced Cost of Storage and Delivery Month 

Behavior
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Price of Storage:  Intermonth Price 

Spread
· Discuss

Ɓ Inverted and normal markets

Ɓ Theory of the price of storage

· Illustrate

Ɓ Normal and inverted

Ɓ Futures, basis, logistics: Inverse/normal could occur in any of these markets\

· POINT:  Intermonth spread and total spread represent the ómarket determined price of 

storageô Ps, vs storage cost S

Ɓ If  Ps >S store (store and sell futures  e.g., storage hedge)

Ɓ Ps  <S store (donôt store;  sell cash) 

Futures

Month

Normal Market Inverted Market

Price 

level

Intermonth 

Spread

Total 

Spread

Price 

level

Intermonth 

Spread

Total 

Spread

March 800 800

May 820 +20 775 -25

July 835 +15 +35 745 -30 -65



3.Supply and Demand for Storage

·Downward sloping demand 

curve

ƁInventory (K) will result in an 

inverted market (Q)

ƁInventory (L) will result in a 

carry market (R)



Current Soybean Market:

March 8 2021

·Simple:  

ƁInverted Futures

ƁCarry in basis

ƁSell nearby as much 

as you can!
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Futures 

contract

Futures 

Price

Expected 

Basis Cash Spread # of months Storage costNet payoff Best outcomePrice received 

May 1435 -85 1350 0 0 0 0 0 1350

Jul 1419 -85 1334 -16 1 6 -22  1328

July 1419 -85 1334 -16 2 12 -28  1322

Aug 1375 -70 1305 -45 3 18 -63  1287

Sep 1299 -70 1229 -121 4 24 -145 1205

Nov 1254 -70 1184 -166 5 30 -196 1154

Nov 1254 -70 1184 -166 6 36 -202 1148

Jan 1250 -70 1180 -170 7 42 -212 1138

Jan 1250 -70 1180 -170 8 48 -218 1132

Mar 1226 -70 1156 -194 9 54 -248 1102

Mar 1226 -70 1156 -194 10 60 -254 1096

May 1219 -70 1149 -201 11 66 -267 1083



Price of Storage
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Rail Rates and Car Markets

·Elements of rail shipping costs

ƁTariff Rates (below)

ƁCar markets:  Primary and secondary 

(Below)

ƁFSC---now cancelled
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Rail Car Markets

· Primary car auctions are at 
nil premium (avg $54/car)

· Secondary car values 
(DCV)

Ɓ More risky

Ɓ Historical:  6 peaks 2006, 
2008, 2010, 2014, 2016, 
2019

Ɓ Sharp increase in 2018-19, 
and, sharp decrease in 
recent weeks

Ɓ Large premiums allocate 
demand and storage (i.e. 
donôt ship!)

Ɓ Now:  converge to 0 or <0 
premium!

· Shippers

Ɓ Have to option to take 
coverage

Ɓ Not all shippers are 
covered; some benefit 
while others are out of the 
market
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Rail Car Market: Taxonomy

· Primary market:  Initial rail car 
auction from RR

Ɓ Weekly

Ɓ 12-24 months forward

Ɓ Other terms

· Secondary market:  

Ɓ Brokerage

Ɓ Offers from buyers (e.g., CHS, etc.) 
as part of procurement

· GrainCO:  has 3 ways to make 
trades of trains in secondary 
transactions
Ɓ sold on a trip-by-trip basis to other 

companies;  

Ɓ used by company owned elevators; 
and 

Ɓ forward contracted to other 
companies for a set quantity, 
delivery period and duration.  

· GrainCO:  in trades to affiliated 
and/or target supplier

Ɓ typically sells their shuttles to 
elevators for $25-$50/car/trip over 
the premium that they paid the 
carrier. 

Ɓ assumes all risk and liability in 
regard to the cars being placed on 
time. 
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BNSF Primary Auction for COTs
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Tradewest:  3 8 2021
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