Introduction

The Grain BusinessIs The Best It Has Ever Been -- And Getting Better!!!

Therehasnever been abetter timeto beinthegrain business. Itisaprosperousand growing industry that
hasgreat prospectsfor thefuture. Therearetwo primary reasonsthat it has been so successful inrecent
yearsandwill likely continueto do so. Firgt, there have been mgjor advancementsin geneticsand technology
which have greatly enhanced crop production. Asaresult, farmersare ableto produce morereliable
cropswith better yields. Second, the demand for grain products hasgrown tremendously. Weuseand
consume more bushelsthan ever before. Having acons stent supply and amarket with ahealthy appetite
hascreated athrivingindustry.

Thegrowth of theindustry hasbeen beneficia to al sectorsof thegrain business. Thosethat producethe
crops, thosethat collect and redistribute the grain and those that turn the bushel sinto customer productsall
have animportant job to do to meet the growing needs of the marketplace. For thegrain eevator, which
isour focusinthisbook, its services are needed now morethan ever!

A Different Kind of Market

Never hasthe market had such aninsatiable appetitefor grain. Weareusing morebushelsat afaster pace
thanweever havebefore. Thistremendousincreasein demand has created adifferent kind of market —
onethat ismore sensitive and responsive to the needs of the marketplace.

A demand market reactsdifferently than onethat isruled by supply. A supply market hasasteady paceto
it. Basisand spreadsarefairly consistent and predictableand youtypically only get araly in pricewhen
thereisadisruptionin production. Because of itssteady nature, thisisarel atively easy environment to

manage.

A demand-driven market, on the other hand, createsalot morevolatility inthe marketplaceasprice, basis
and spreadsrespond moreforcefully to itsneeds. Inademand-driven market, ralliesin price can occur
anytime, not just when suppliesareshort. Thereare morefregquent changesin basisand spreadsasthese
forcesplay agreater rolein moving graininand out of the marketplace. Thisisamuch morechallenging
environment to manage; but, onethat presentsalot more opportunity. . . if you havetheright skills.
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The Grain Elevator is Needed More than Ever

Thegrain elevator hasanimportant roleto play inthisnew phaseof thegrain business. Oneof thereasons
isthat many of thebig name companieshave shifted their focusfrom thedistribution and export of grainto
themorelucrative va ue-added side of the business. These companiesare making money by turninggrain
into products. They want somebody el seto collect thegrain and makeit availableto themin the quantities
and quaity they need.

Therearedsoalot morebusinessesingenerd using grain. Theva ue-added sector hasgrowntremendoudy
asmore companiesuse grain to make avariety of consumer products. These businessesarelocating
themselves nearer to where the bushelsare grown. Asaresult, regions of the country that once grew
excess supplieswhich had to be shipped out of theareaare now using the bushelslocally. Thistrend will
continue asthe processing sector grows.

All of these changes have been good for the grain elevator business. Thereare moremarkets
for grain, they aremoreaccessible, and the mar ket needsthe servicesof thelocal grain elevator
now morethan ever.

What doesthe el evator haveto offer? Themost obviousbenefit to theindustry isthe elevator’sstorage
facilities; theindustry needs someoneto carry thegrainin condition from harvest to thepoint intimethe
market isready to useit. But, theeevator bringsalot morevaueto the market than just space. Inmany
waysitiseven moreimportant to theindustry initsability to bridgethe gap between producer and user.

Trading grain direct between producer and user isvery difficult to do because each hasdifferent goalsand
needs. Producerswant high pricesand readily available marketswhenthey areready to movethebushels.
Userswant asteady supply at areasonable cost. Consequently, the producer isnot alwaysready to sell
at the same time the user needsto buy; and the user may not want to buy at the sasmetimethereisan
opportunity for the producer to sell. Theeevator isthe piecethat makesit all work.

Throughitsmerchandising skills, theelevator hasthe ability to separate the needsof buyersand sellers.
Thedevator can buy when the producer isready to sall, sell whentheuser isready to buy, and doitinsuch
away that meetsthe needsof both parties. What isespecialy advantageousisthat theelevator candoal
thiswith minimal/nofeesto thecustomer (buyer or sdller), and bevery profitableby tradingthebasis. This
isawin-win-win scenario that can berepeated successfully year after year.

Anélevator that iseffectivein servicing thelocal market makeseveryone stronger —it not only helpsits
customersbut also hasarea impact on the community and theindustry asawhole. Theeevator should
feel good about what it hasto offer and be encouraged that it isin theright place at theright time. The
industry desperately needseevatorsthat can effectively servicethe demandsof thisgrowing market.
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Capturing the Opportunity

Inthepast, e evators could operate asuccessful businessby storing grainfor others, but asthe marketplace
has changed, the opportunities have shifted. Elevatorsdon’t makeany real money just sitting onalot of
bushels. The opportunitiesfor elevatorstoday comefrom servicing the needs of their customers— the
producers and the users— while at the sametime securing their marginsfromthe basis. Thismarket-
driven environment with afocuson customer servicerequiresdevatorsto havedifferent and morespecidized
SKILLS.

Elevators have to be good merchandisers; they need to understand not only the fundamental s of basis
trading but al so be adept at seeking out basis opportunities.

Elevatorshaveto be aggressiveand active sellersof grainall thetime. They must be confident sellers,
know what their grainisworth in terms of basis values and be able to identify and make good sales.
SEL LING isone of themost important aspects of merchandising. Likeany other business, the elevator
must find good marketsfor their products.

Being agood seller a so goeshand in hand with servicing the market. Astheneedsof the market continue
to grow, therewill be greater demandson the el evator to servicethe unique needs of the buyersand users
of itsgrain.

Atthesametime, elevators must continueto providequality serviceto producers. Asfarmsget bigger and
morefocused on profitability they will ook to the elevator for the servicesthat will meet their physical
needsaswdl| astheir marketing objectives. Elevatorswill haveto beableto dump grainfast and efficiently;
and provide competitive prices and adisciplined marketing program that will support the producers
effortsto sel grain profitably.

Inorder todoitsjob, eevatorswill haveto control their space. They cannot | et other peopl€’ sdecisions
dictate how grain movesin and out of the elevator. Spaceisavaluable asset that hassignificant earning
potentia, but in order to capturethe va uefrom the space the el evator must bein control of how itisused.

Elevatorsmust be ableto merchandise effectively inademand-market. Thismeanshavingtheskillstoded
with bigger swingsinbasis, spread inversions, and moreralliesin price.

Elevatorshaveto maintain arhythm and bal anceto their merchandising so that they canfunction effectively
inany environment. Whether thereare high pricesor low prices; carry spreadsor inversions; big cropsor
smdll, asuccessful €l evator hasto beableto find opportunity in every situation.

SKILLS—SKILLS—-SKILLS! Successinthegrainindustry —and intheelevator businessin particular
— all comesdownto having good, solid basistrading skills. Itishow theeevator will capture opportunity
now and inthefuture.



