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We Connect Clients to Markets

StoneX provides producers with access to global insights, local expertise, marketing strategies, price risk
management tools and powerful margin tracking tools tailored to their operations.

Fortune 100 Six
100 Years Continents

NASDAQ, (SNEX) Experience in Ag Boots on the Ground
StoneX Group Inc. is a Fortune 100 Our roots started in agriculture over We connect with clients in nearly 80
company with 3,200 employees. 100 years ago. offices across 6 continents.

StoneX



Disclaimer

This presentation is intended as a solicitation for entering into a derivatives transaction in any jurisdiction where such a solicitation would be legal and is otherwise made at the request of a client or
prospect. StoneX Group Inc. companies provide financial services worldwide through its subsidiaries in accordance with applicable law in the jurisdictions where services are provided.

The FCM Division of StoneX Financial Inc., a subsidiary of StoneX Group Inc., is a member of the National Futures Association (“NFA”) and registered with the U.S. Commodity Futures Trading
Commission (“CFTC”) as a futures commission merchant and commodity trading advisor. StoneX Financial (Canada) Inc. is currently registered as a Futures Commission Merchant or equivalent in
all provinces of Canada, and is a member of the Investment Industry Regulatory Organization of Canada. The trading of derivatives such as futures, options, and over-the-counter (“OTC”)
products or “swaps” may not be suitable for all investors. Derivatives trading involves substantial risk of loss, and you should fully understand those risks prior to trading. Past financial results are
not necessarily indicative of future performance. All references to futures and options on futures trading are made solely on behalf of the FCM Division of StoneX Financial Inc., a member of the
National Futures Association (“NFA”) and registered with the U.S. Commodity Futures Trading Commission (“CFTC”) as a futures commission merchant. All references to and discussion of OTC
products or swaps are made solely on behalf of StoneX Markets, LLC (“SXM”), a member of the NFA and provisionally registered with the CFTC as a swap dealer. SXM’s products are designed only
for individuals or firms who qualify under CFTC rules as an ‘Eligible Contract Participant’ (“ECP”) and who have been accepted as customers of SXM. All futures and derivatives trades require
execution through a person registered with the Investment Industry Regulatory Organization of Canada (“lIROC”), U.S. Commodity Futures Trading Commission (“CFTC”), National Futures
Association (“NFA”) or other appropriate regulatory body.

The FCM Division of StoneX Financial Inc., StoneX Markets, LLC, and StoneX Financial (Canada) Inc. are not responsible for any redistribution of this material by third parties or any trading
decisions taken by persons not intended to view this material. Information contained herein was obtained from sources believed to be reliable, but is not guaranteed. These materials represent
the opinions and viewpoints of the author, and do not necessarily reflect the opinions or viewpoints of the FCM Division of StoneX Financial Inc., StoneX Markets, LLC, or StoneX Financial (Canada)
Inc. The information herein is not a recommendation, advice nor an inducement to enter in to any contract, investment, or arrangement by any party, whether or not such party is known,
unknown, or a client of any entity within the StoneX Group Inc. companies.

All forecasting statements made within this material represent the opinions of the author unless otherwise noted. Factual information believed to reliable, was used to formulate these statements
of opinion; but we cannot guarantee the accuracy and completeness of the information being relied upon. Accordingly, these statements do not necessarily reflect the viewpoints employed by
the FCM Division of StoneX Financial Inc., StoneX Markets, LLC, or StoneX Financial (Canada) Inc. All forecasts of market conditions are inherently subjective and speculative, and actual results and
subsequent forecasts may vary significantly from these forecasts. No assurance or guarantee is made that these forecasts will be achieved. Any examples given are provided for illustrative
purposes only, and no representation is being made that any person will or is likely to achieve profits or losses similar to those examples.

No part of this presentation may be copied, photocopied or duplicated or redistributed without the prior written consent of StoneX Financial Inc., StoneX Markets, LLC, or StoneX Financial (Canada)
Inc. © Copyright 2022
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Market Volatility &
Price Risk Management



How Do You Measure Risk?

Volatility

= Value representing the likelihood for change in:
= Pace of price movement
= Range of price movement

= Statistically generated value



What is Volatility?

Monthly Historic Volatility - Canola
January 2017 - November 2022

Source: Bloomberg
60

50

Percent Volatility
w =
o o

)
o

10

0
SNSRI RPN DD D
\"b° é@‘\ f,QrQ \"‘bo éﬁ‘\ ‘OQQ \'b? @‘5\ (’Q)Q \"&Q @5\ ;,Q'Q \"8:\ é@"\ ;_JOQ \’b‘o @"5\ (,QaQ

How much is your farm'’s profitability changing day to day with increased volatility?



What is Volatility?

Example: March 2023 Canola at $800/MT
Compare Market Volatility: 10%, 20%, 30%

Annualized Volatility 68% Probability Price Range

10% $720 - $880
20% $640 - $960
30% $560 - $1040

At what volatility level is YOUR RISK the greatest?
At what volatility level is YOUR OPPORTUNITY greatest?



Price Risk

What are the odds of
guessing future price
direction correctly?
loutof




Local Price Risk

Local Cash Market t Stronger

What are the odds of
guessing future basis
direction correctly?
1outof




Total Price Risk Exposure

Global
Futures Price
\
t Higher
What are the
odds of guessing \\
your total
market risk “ No change
correctly?
1 out of //
l Lower
/7

Local
Cash Basis



The Solution? Price Risk Management

Will Market Risks Occur?
Over Time—GUARANTEED!

\ 4

When Will Market Risks Occur?
NO One Ever Knows For Sure!

A 4 ¥

Solution?

Price Risk Management -
ALWAYS




What is Price Risk Management?

The Process of Identification, Analysis, and

Acceptance or Mitigation of Uncertainty




Importance of Price Risk Management?

* Acceptance of risk is a strategy
* Understand what your risks are and
accept what it means to manage

Accept Your
Market Risk
Exposure

them.
* Accepting the realities of commodity
Learn All Risk markets
Management
Tools  Uncertainty is your risk
« Commodity futures price and basis are
Enhance uncertain
Your
Bottom Line « Mitigation occurs when we manage

the price risk
* Financial hedges or physical sales



Price Risk Management

RISK MANAGEMENT is:
é.ié Identifying, controlling, and minimizing exposure to adverse

commodity price movement.

n HEDGING
Hedgers seek to avoid or minimize risk of adverse
n price movement

SPECULATION

Speculators with no physical product exposure add
liquidity to the market and attempt to profit from
forecasted price movements






Basis- Key to Successful Hedging

BASIS

The difference
between the
commodity futures
price and the net
price.

“Voice of the Market”
= Strengthening basis indicates that the demand
for your product is increasing
= Weakening basis indicates that the demand for
your product is decreasing
Can be positive or negative
Allows you to lock in a favorable basis level and leave
the futures component open

Locks movement



Basis Terminology

+ 100
+ 80
+ 60
+40 * A basis increase
+ 20 * Favourable for sellers
Futures Price « Suggests an increase in demand
(O Basis)
-20 — : .
* Weakening Basis
-40 — « A basis decrease
-60 — * Favourable for buyers
- 80 * Suggests a decrease in demand
-100

Weak Basis

17



Basis Terminology

+ 100

+ 80

+ 60

+40 « A move higher in basis

+ 20 « Favourable for sellers

Futures Price « Suggests an increase in demand
(O Basis)
-20 - :
* Decreased Basis

-40  — « A move lower in basis

-60 — * Favourable for buyers

- 80 * Suggests a decrease in demand
-100

Decreased Basis

18



Basis Terminology

+ 100
+ 80
+60 —
+40 — « A move further from the futures
Narrowing + 20 price
Futures Price « Can be above or below futures
(O Basis)
. -2 :
Narrowing 0 * Narrow Basis

-40 — A move closer to futures
-60 —  Can be above or below futures
.80 —

- 100

19



Basis-Key to Successful Hedging

Commercials Trade
Basis

Supply Push vs.
Demand Pull

Margin in Basis

What

Defines
Basis Value?

Commercial Long or
Short Position

Seasonality

Other (Cost to Carty,
Storage Risk; etc.)




Locking Basis

Why lock basis = Basis may be favourable relative to historic levels

sepd rate from = Locking basis will lock a physical delivery window
futures? * You like the basis or need to lock movement but

have a market bias that futures will appreciate



Successful Hedgers are all a....

S tudents
Of
B asIs




Canola Basis

Main Drivers of
Canola Basis
Levels

CDN $$ influence is low

Visible Stocks - Good indicator on potential direction
Crusher basis - Good benchmark on coverage

Most consistent for seasonal basis levels

Very reactive to Supply & Demand



Spring Wheat Basis _
CWRS Basis
Tendencies
I

The Perfect Storm
tfdo 4R 1

Combination of fundamentals & $CAD imbedded in basis levels vs. futures







Two Types of Market Conditions

Market Carry
= Forward delivery price of a futures contract is higher than the spot price
= “Market has a carry”

Inverted

= The forward price of the futures contract is lower than the spot price

" Immediate demand for the commodity is great enough that sales into the
spot market provide a premium over the deferred markets offering no
incentive to store



Carrying Charges

Cash Flow Storage Risk




Carry Calculation

Nearby — Deferred = Carry

RSK23

(May Futures)

 The market is going to pay you $3.10 / $844.80

MT to store Canola 3 months
*  Mar-Apr-May RSH23
(March futures)

$841.70

Note: Carry can also be
referred to as Contango




Market Structure — Inverse

Nearby — Deferred = Carry

RSF23
(January Futures)
$849.30
* The market is going to penalize you
S$7.60 / MT to store Canola 3 months RSH23
Jan-Feb-March (March Futures)
$841.70

Note: Inverse can also be
referred to as Backwardation

$849.30 — $841.70 === S$7.60




Carry Market

Soybeans Basis Western Canada

Fut. $/bu
2023

Dec1
-Dec 31 Jan 2023 654.11 17.81
Ll Jan 2023
-Jan 31 an 654.11 17.81
Feb 1
-Mar 31 Mar 2023 658.07 17.91
Apr1l
“May 31 May 2023 661.77 18.01
Jun1
Jul 31 Jul 2023 664.01 18.08
Aug 1
-Aug 31 Nov 2023 624.03 16.99
Sep 1
-Sep 30 Nov 2023 586.03 15.95
Oct 1
“Nov 30 Nov 2023 593.29 16.15




Inverted Market

Spring Wheat Basis Western Canada

$ / Metric Tonne

i, e T T

2023
—Dlifgclm Mar 2023 422.49 11.50
{.?:n131 Mar 2023 424.95 11.56
F;:blzg Mar 2023 425.95 11.59
{\::;31 Mar 2023 425.95 11.59
T[;rlSO May 2023 417.19 11.36
'_\::::31 May 2023 419.64 11
fjll.ll-ln]-SO Jul2023 422.90 11.51
fi'”ls . Jul 2023 420.45 11as




How to Capture Carry

RS
[T o

“HOLDING & HOPING”

is not the same as

“CAPTURING THE
CARRY”

Sell Deferred futures
Buy a Put Option
Sell Physical Deferred Delivery
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Agree or Disagree?

It's harder to make money farming in Canada today than
30 years ago.

20 years ago?

10 years ago?

Why?

What do you do differently today?



Producer Contract Options

/

Agricultural
Producer

Other Physical

Flat Price

Physical

Futures Exchange




Producer Contract Options

Other
Physical Physical
Futures First

Maximum
Price

Pooled
Programs

Averaging
Tools

Many More






The Bubble

A

“New Paradigm”!!!

Valuation
Delusion
Greed
Institutional Public
Smart Money investors
Enthusiasm
Media attention
First Sell off

Takeo
=T

Stealth Phase Awareness Phase Mania Phase

Denial
Return to “normal”

Fear

Capitulation

Return to
the mean

Dr. Jean-Paul Rodrigue, Dept. of Economics & Geography, Hofstra University

Blow off Phase
>

Time




Crop Marketing Plan Fundamentals

Become SOB
Student of Basis
Be a Hedger Margin Targets
Recognize volatility Cost of Production

Knowing

Good Value

Strategies Met?
Focuson YOUR'Farm
Execute on Hedge

Plan Mitigate the'Noise

Reward Rallies
Layerin Sales




Cost of Production

Budget Summary

Projected Revenue

Variable Expenses

Fixed Expense Contribution

Canola Margin

Break-Even

Break-Even Price

Break-Even Yield

$/acre
$496.72

$174.83

$225.00

$96.89

$288,099.20

$101,401.51

$130,499.86

$56,197.83

$391.76 /MT

36.22 bufac




Develop a Plan

HEDGING STRATEGY:

Designed to control price, not predict price.
May include a combination of...

Budgeted Margin
Targets

Example:
Budget (+) 10%

Time Targets

Example:
Seasonal patterns

Value Targets

Example:
Above Historical Median

Discretion/Tools

Example:
Futures, OTC, Options

A Successful Price
Target Strategy:

Meets marketing
objectives

Acknowledges
quantified market
risks and volatility

Considers market
opportunities beyond
current planning cycle

Contains objective
execution parameters



KHOE— Riﬁkm Build a

and know where stand on a daily basis.
& '
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= AR Lrl
Strategic Expert Data
Marketing Plan Advisor Management

A CROP MARKETING FOR GROWERS.



FARM
ADVANTAGE

Essential ag
market insights.
One mobile app.

Built for grain farmers
and livestock producers.

farmadvantage.com

Coming Soon in January!
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Questions?

Learn More

If you’d like to chat with one of our experts,

please complete the short form here:

RN



