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CORN AND SOYBEAN STORAGE

AS CORN AND SOYBEAN HARVEST APPROACHES. producora neod to carefully
evaluate their priclng and storage altornaUve8. Bocauao ample gtoraga capacity i8
availablo this y6ar, th€y may bo temptod to store crop8 without oxarDinlng th€ co8t

of storage and the potential returns to storag€. Thoy may al8o fdl to ovaluate

altornativos to storago.
The place to atart ls wlth th€ co8t of stortng corn and soybeans. The cost

items includ€ warohouao coats, int€reat on the valuB of tho graln, and the cost of
any oxtra drying and resulting shrlnkage to make graln safe for storag6. For

exampl6, on August 27 the price of corn for October deuv€ry was $2.70 ln central
Illinois. At 14 porc€nt intereat, th€ lnterest cost of storing n6w crop corn is
about 3 cents per nDnth. If corn is Btorod at lil p€rc€nt molstur€ rather than
15.5 percent, an additional 1.5 points of moisture wlll have to b€ removed for
storag€. Using a shrink factor of 1.3 and a drying cost of 1.5 cents p€r point of
moieture, th€ cost of the additional drying and shrlnkage would be 7.5 cents per
bushel. Commercial storage costs might bo 12 c6nts por bushel from Octobor 1 to
January 1 and 1.5 centg p6r bushol por month aftor January 1.

Under these condition8, th€ cost of storing corn comm€rclally from October 1,

1984, to March 1, 1985, is 37.5 cente per bushel. Th6 cost to July 1is 55.5 centg
per bu8h6l.

The price of soybeans for harvest dolivery wag around $6.15 per buehel. The

interest cost would be about 7 c€nts per month. Und€r normal circumstancsa, no

additional drying ie neceasary to 6tor€ soyboans. Howevor, th6 rDonthly storage

rate after January I might be highor, Bay 2 cents p€r bu8hel.

Under those condltions the cost of storing soyboans commercially from Octob€r

1. 1984, until March l, 1985, is 51 c€nts per bushol. The cost to JuIy l iB 87

centa per bushel.
Thoro ar6 baeically two ways to recovar the costs of storing corn and

soyboang. One is to store the graln unpriced and Bpeculate that the cash prlce
will increass enough to cover the cost9. Under tho clrcumstancos doscrib€d

abovo, corn prices would have to incr€ase to $3.075 per bushel by March 1 or to
03.525 by July I to covor the costs of storage. Soybean prlces would hsvo to

lncroase to $6.66 per bushel by March I and to $7.02 per bushel by July 1.
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A s€cond way to covor tho costs of storago is to forward-prlce grain for

delivery somotime aftor harvest U that Prlce excoode tho harv€8t price by more

than th€ cost of storage. On August 2?. lha price of corn for March douvery was

$2.85 and tho price for JuIy dolivery was S2.92 por buehel. Soybean pricee for

March and July dolivery were 16.55 and $6.68 par bushel, respecuvoly. Th€

promiums for March delivery would juet covor the lntorest cost. The premiums for

July delivery woro loss than lnterost co8t.

Alternativos to atoraq6. The fact that producore havo eold relativoly small

quantitios of corn and soybeans for harvest delivory has reeulted ln a very strong

nsw crop besig and small sproade ln new crop futuroa prices. For producors who

believe that the price levol will move higher after harvoat, ther€ are Ie88

exponsivo alternativos for Bpoculating on price than physical storage. Grain could

bo eold for harvost delivory and replaced with a long po8ition ln the futur68

rDarkot. Indirect methods of accompltehing the same thlng lnclude basis contract8

and delayed pricing (DP) contracts. The cost of "owning'r graln ln tl.e futurea

market is the direct co8t of maintalning a futur€a account and any further ba813

improvemsnt. In th6 caa6 of corn, for example, tho Octob€r prlco waa 20.75 cants

under March futuree on Auguet 27. The potentid basls improvem€nt botwoen now

and March 118 probably le8s than th€ 37.s-cont storago costs.

Produc€ra should be awer€ that once thoy move ownerahip out of tho cash

market to th6 future8 market (eith€r directly or lndirectly on basis or DP

contracts), thoy are speculating on the pric€ ln the futures markBt. not tho cash

market.
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