MORNING COMMENTS

david@mnwestag.com

-
I e50ta Office 1-877-365-3744

e S t Ag Services www.mnwestag.com
Thursday, July 21, 2011
Position Management: The table shows how the Model Farm is positioned at this time. Individual recommendations may vary.
2010 Crop 2011 Crop 2012 Crop
Corn 100% sold with basis set 50% sold HTA 30% sold HTA
Soybeans 100% sold with basis set 50% sold HTA 20% sold HTA
Wheat 100% sold with basis set 50% sold HTA none

Next Major USDA Reports: Friday July 22, 2011 Cattle on Feed, Thursday August 11, 2011 WASDE & Crop Production

Hedge: ameans of protection against something, especially a means of guarding against financia loss

Speculate: to form a conjecture on the basis of incomplete facts or information, to engage in financia transactions that have an element of
risk.

Consider Put Options: If you have a concern about prices collapsing and are not willing to sell physical crop then put options provide a
means of price protection without having a commitment to deliver. They provide a means to manage price risk with a known and fixed cost.
They provide upside from a potentially higher priced cash sale. The put aption strikes levels we like are the December Corn $6.40 put
costing about $.38 and the November Soybean $13.60 put costing about $.52 as they provide a futures floor of near $6.00 corn and $13.00
soybeans. Both of which protect good returns with anear normal yield and have reasonabl e cost.

Put Option: Yesterday you could have bought December corn $6.40 put options for $0.38 to establish a futures price floor of $6.02 per
bushel. The option provides protection against a declining price until expiration on November 25, 2011. As a buyer of the put option you
have the right to benefit from alower price. Y ou buy the put option on the CBOT instead of making the cash sale. Y ou wait to make the
cash sale with your local elevator until later. These two transactions are not tied together. Buying a put option does not commit you to a
physical sale of your grain.

After you have bought the put option you can sell the option at any time and capture a potential profit if you are ahead. If the market goes
significantly lower, the option gains value as your cash grain looses value, however the combination of the two provides a higher net price
than the cash grain would have. If the market goes significantly higher, then the option will have less value (potentially no value) but your
cash grain gainsin value.

In a synchronized exit of the position you would sell the put & entire into cash sale of sell your grain at theloca elevator doing both at
the sametime. In a best case scenario, you would want the put option to expire without any value and the cash grain to have gained
significant value. In the event that the market goes down then the option has gained value which can be captured by selling the option. Y ou
then also sell the cash grain and add the option profits to your cash sale, for ahigher net return.

For example using the December corn $6.40 put options bought for $0.38: If December corn futures go to $9.00 then the put option
expires without any further obligation to you. The cash grain has gained $2.60 in value, you subtract your $.038 cost of the option for a net
gain of $2.22 on your corn or anet price of about $8.62. If December corn futures fall to $3.00 then the put option would gain in value by
$3.40 while the value of your cash corn has also decreased by $3.40, thereby they offset each other less the $.38 cost of the option. The
effect is that you end up with a net price for your corn similar to selling at $6.40 less the $.38 cost for a net price of about $6.00 per bushel.
Had you chose not to buy the put option you would have only the cash price near $3.00 for your corn, much lower than using a put option.

These examples ignore the impact of local basis on the final cash price, assuming that the basis doesn’t change as the futures market
moves higher or lower.

Put Option Opportunity Using Dec 11 Corn Put Options

Strike Price $ 6.80 $ 6.60 $ 640 $ 6.20 $ 6.00 $ 580 $% 5.60
Less Premium Cost $ (0.60) $ (0.49) $ (0.38) $ (0.34) $ (0.25) $ (0.19) $ (0.14)
Less Transaction Cost $ (0.01) % (0.01) $ (0.01) % (0.01) $ (0.01) $ (0.01) $ (0.01)
Futures Floor $ 619 $ 610 $ 6.01 % 585 $ 574 % 560 $% 5.45
Less Expected Basis $ (0.60) $ (0.60) $ (0.60) $ (0.60) $ (0.60) $ (0.60) $ (0.60)
Expected Minumim Cash

Price $ 559 § 550 % 541 $ 525 % 514 $ 500 % 4.85
Put Option Opportunity Using Nov 11 Soybean Put Options

Strike Price $14.00 $13.80 $13.60 $13.40 $13.20 $13.00 $12.80
Less Premium Cost $ (070) $ (062) $ (051) $ (040) $ (0.34) $ (025) $ (0.22)
Less Transaction Cost $ (001) $ (0.01) $ (001) $ (001) $ (0.01) $ (0.01) $ (0.01)
Futures Floor $ 1329 $ 1317 $ 1308 $ 1299 $ 1285 $ 1274 $ 1257
Less Expected Basis $ (070) $ (0.70) $ (0.70) $ (0.70) $ (0.70) $ (0.70) $ (0.70)
Expected Minumim Cash Price § 1259 $ 1247 $ 1238 $ 1229 $ 1215 $ 1204 $ 11.87

(an equal opportunity provider) The information contained herein was obtained from sources believed to be reliable, but can not be
guaranteed. All examples given are strictly hypothetical and neither the information, nor any opinion expressed, constitutes a solicitation to
market commodities or buy or sell futures or options on futures. Commodity marketing and trading is risky. Trading and/or marketing
decisions and any trading and/or marketing gains or losses are the responsibility of the commodity owner, producer, and/or account holder.
Minnesota West Ag Services LLC and principals and employees assume no liability for any use of any information contained herein.
Reproduction without authorization is forbidden.
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Put Option Basics. They provide a means to manage price risk with a known and fixed cost. In avolatile and moving market put options
are always the 2™ best choice of these three: 1) selling today, 2) buying a option, 3) waiting to sell until later. For example, If the market
goes down $3.00 then selling today would provide the highest price, buying a put option would provide the next highest net price, and
waiting to sell would have the lowest price. If the market goes up $3.00 then selling today would be the lowest price, buying a put option
would provide the next highest net price, and waiting to sell would have the highest price.

Options are a good fit for price protection for a growing crop that we are not willing to forward price. It could be that we expect higher
prices, are unsure of the expected yield, or have already sold to our comfort level. For example, If we are not ready to sell and are fearful of
declining prices we can buy a put option.

When buying or selling an option, you must choose from a set of predetermined price levels at which you will enter the futures market if
the option is exercised. These are called strike prices. For example, if you choose to buy a soybean option with a strike price of $13.00 per
bushel, upon exercising the option you will sell futures for $13.00, however you can aso sell the option at any time. This will occur
regardless of the current level of futures price. Strike prices are listed in predetermined price levels for each commodity: every 20 cents for
soybeans, and 10 cents for corn.

The amount paid for an option is the premium. The option buyer pays the premium to the option writer (seller) at the time of the option
transaction. The premium isthe only part of the option contract that is negotiated. All other contract terms are predetermined. The premium
is the maximum amount the option buyer can lose and the maximum amount the option seller can make.

The buyer of a put option will make money if the futures price falls below the strike price. If the decline is more than the cost of the
premium and transaction, the buyer has a net gain. The buyer of a put option will also make money if the futures price falls and the trading
price of the option increases.

There are three ways you can close out an option position. The option can be exercised, it can be sold, or the option can be alowed to
expire. If you have aready purchased an option, you can offset this position by selling another option with the same strike price and delivery
month. Y ou are now out of the options market. The amount of gain or loss from the transaction depends on the premium you paid when you
purchased the option and the premium you received when you sold the option, |ess the transaction cost.

When aput option is exercised, the option buyer sells futures at the strike price. The option writer (seller) takes the opposite side (buy) of
the futures position. Because of the option sdller's obligation to take a futures position if the option is exercised, he/she must post margin
money and is faced with the possibility of margin calls.

An option expires if it is not exercised within the time period alowed. The expiration date is the last day on which the option can be
exercised. Options expire in the month prior to contract delivery. For example, a November soybean option expiresin October and a
December option expiresin November.

For more information on options visit us at http://www.mnwestag.com/pages/custom.php?d=17911
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Corn: Morning: Sept 11 Cornisat $6.82 Y%, down 5 % cents, Dec 11 Corn closed at $6.72 % , down 5 cents,

Mar 11 corn closed at $6.86 , down 3 ¥ cents, July 12 Cornisat $6.98 %, down 3 ¥ cents,

Yesterday's Close:  Sep 11 Corn closed at $6.88, down 10 cents, Dec 11 Corn closed at $6.77 %, down 9 % cents, Mar 12 Corn closed at
$6.89 ¥, down 9 % cents Dec 12 Corn closed at $6.11 % , down 8 % cents

Corn futures closed lower on the day after posting gains earlier in the session. The pattern the past six days has been up one day, down the
next. Traders are seeing some tempering in the weather and decided to take some profits. But long range forecasts continue to show a block
of above normal heat over most of the U.S. through August 3rd once this minor reprieve is over. Private exporters switched 138,000 MT of
corn from unknown to South Korea for 2010/11 delivery. Trade estimates for tomorrows weekly export sales report range from 900
thousand to 1.4 million MT. Cash bidsin the Midwest and eastern Corn Belt are near record levels with demand strong and remaining stocks
in tight hands. The national average basisis plus 21 cents. The CME confirmed they will raise corn limits to 40 cents despite strong
opposition from grain companies. No date has been confirmed for the change.

Soybean Complex: Morning: Sept 11 Soybeans closed at $13.80 ¥z, up 1 % cents, Nov 11 Soybeans closed at $13.86 , up 2 ¥ cents,
Jan 11 Soybeans closed at $13.94 %, up 1 % cents, Jul 12 Soybeans closed at $13.98 %, up 6 ¥ cents,

Yesterday's Close:  Aug 11 Soybeans closed at $13.78 %2, down 1 cent, Sep 11 Soybeans closed at $13.79, up 2 cents, Nov 11 Soybeans
closed at $13.84, up 2 cents, Nov 12 Soybeans closed at $13.37, down 2% cents, Aug 11 Soybean Meal closed at $361.90, up $1.80, Aug
11 Soybean Qil closed at $56.77, up $0.08

Soybean futures closed slightly lower on old crop and dlightly higher on new crop. The spread between old and new crop isnow at a
premium for new crop, meaning end users are comfortable enough with available stocks to build a carry in the price. Private exporters
announced the sale of 220,000 MT of soybeans to China for 2011/12 delivery this morning. Estimates for tomorrows weekly export sales
report range from 400 to 550 thousand M T. Soybean basis levels are lower at processing plants and river terminals and steady at the gulf.
Another day of lower dollar and higher crude oil prices are hel ping to support soybeans. The long range weather is calling for much above
normal temps through August 3rd with chances of rain mostly staying to the Northern Plains and the Southeast.

Wheat: Morning: Sept 11 CBOT Wheat closed at $6.96 ¥, down ¥z cents, Sept 11 MGEX Wheat is at $8.49 ., down 3 ¥; cents
Yesterday's Close:  Sep 11 CBOT Whest closed at $6.97, up 3% cents, Sep 11 KCBT Whest closed at $7.94, up 16 cents, Sep 11 MGEX
Wheat closed at $8.52 %, up 19 % cents

Wheat futures closed with aplus on all three exchanges. The dollar was lower again underpinning wheat prices. Weather forecasts keep
temperatures much above normal through August 3rd. Chances of rain this week and next week will bring relief to NE and |A before
moving further east. Expectations for bumper cropsin South Africa and Australiawill help to offset production declinesinthe U.S. The
Black Searegion is also expected to recover substantialy from last years drought and have better quality wheat for sale. Jordan bought
50,000 MT of wheat in atender for 100,000 MT believed to be Black Sea origin. Black Seawheat is cheaper than Europe and is strongly
competing for Mideast business. Trade estimates for tomorrows weekly export sales report range from 300 to 500 thousand MT.

Cattle: Yesterday'sClose: Aug 11 Cattle closed at $109.600, down $0.900, Oct 11 Cattle closed at $115.300, down $1.075, Dec 11 Cattle
closed at $119.000, down $0.800, Aug 11 Feeder Cattle closed at $134.925, down $0.650 Sep 11 Feeder Cattle closed at $135.625, down
$0.625 Oct 11 Feeder Cattle closed at $136.875, up $0.075

Cattle futures closed lower resting on technical support on the October contract. Traders were positioning ahead of Friday’ s Cattle on Feed
report. Trade estimates range from 101.5 to 104.1 for July 1 on feed, 88.1 to 101.4 for June placements and 101.5 to 104.6 for June
marketings. Boxed beef prices were lower this afternoon with Choice taking a big hit and finishing down $2.66 at 178.24. Select was down
$0.76 at 172.74. The heat and humidity has taken itstoll on the cattle industry this month. Cash cattle sold for $2 to $3 lower than last week
mostly at $108 in KSand TX. NE cattle sold for $108 to $109, basically in line with August futures.

Hogs: Yesterday’'s Close: Aug 11 Hogs closed at $97.850, down $1.800, Oct 11 Hogs closed at $90.400, down $1.275 Dec 11 Hogs
closed at $87.375, down $0.475

Lean hog futures are lower across the board with the downside limited by a stronger cash market. Cash hogsin IA/MN were $1.38 higher at
$94.35, WCB hogs were $1.11 higher at $93.95 and ECB hogs were $0.14 lower at $90.33. The heat and humidity have stressed livestock,

(an equal opportunity provider) The information contained herein was obtained from sources believed to be reliable, but can not be
guaranteed. All examples given are strictly hypothetical and neither the information, nor any opinion expressed, constitutes a solicitation to
market commodities or buy or sell futures or options on futures. Commodity marketing and trading is risky. Trading and/or marketing
decisions and any trading and/or marketing gains or losses are the responsibility of the commodity owner, producer, and/or account holder.
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dropping hog weights, which balance out with consumers eating less meat in these dog days of summer. Pork trading was very slow to slow
with light to moderate demand and offerings. The Carcass was modestly higher. China pork imports are expected to reach 130.5 million
pounds this year compared to 6.4 million pounds in 2010. Chinais giving financial incentive to farmers to breed sows in an effort to build

up their herd to accommodate domestic demand.
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