Grain Calendar Spread Options
Benefits and Examples



Grain Calendar Spread Options (CSOs)

CSOs on Corn, Wheat, Soybeans, Soybean Oil and Soybean Meal offer:

 Customization
Precise hedges geared to your exposure to temporal risk

 Opportunities
Protection against adverse spread moves along with access to favorable
spread changes

 Choice of venue
Trading floor or CME Globex electronic platform

« Liquidity
Dedicated and active market makers on the trading floor and on CME
Globex

e Security

Centralized clearing and guaranteed counterparty credit
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Trade Example
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A market participant
who bought an ATM
Calendar Spread Put
option at step 1 and
held until step 2 would
have realized an
appreciation in the
intrinsic value of the
option of $1.20 less
whatever time decay the
option experienced
between steps 1 and 2.

Similarly, if the
participant purchased an
ATM Calendar Spread
Call option at step 2
that option would have
realized a $1.15
increase in the intrinsic
value by step 3.

ZSNO:X9[SP] ~ Daily FTENE P R S )

prices in 2008 force deferred
prices into an inverse,
providing participants who
anticipate a carry the
opportunity to buy a Calendar
Spread Put on the July09-
November 09 Futures Spread.

3.-Adverse crop
development in South
America and a tight U.S.
Soybean Carryout push the
July 09-Nov 09

{ Spread from a carry back to

J a strong inverse. The Call
option purchased in January
now has an intrinsic value of
approximately $1.15,

| compared to the intrinsic

|| J value of ~0 cents at the time

rUA of purchase.

M

r 2. Purchase a -5 cent strike Call option

‘ on the July 09 — November 09 Futures
' Spread to lock in the right to sell the

’ spreadata 5 centcarry.
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Trade Example

The 2009 Old ZCNO - 2029 ~ Daily I =) N i)
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crop/new crop spread 1. For example, if in July 2008 a L
in Corn moved from participant bought a $1.00 strike |

i [ - Calendar Spread Put on the July . | 12070
an Inve_rse back to a 2009-Dec 2009 Corn futures I\ -
carry with tremendous | ~spread, they would have locked || -
speed, demonstrating ~inthe right to sell the July 09. {4 2. By April 22, 2009 the | 10070

h ial utility f Corn futures at a $1.00 premium | 1l July 2009 Corn futures N

the potential utility tor 1 to what they buy the December i are trading at el
owning a Calendar _ 09 Corn futures for. | [ 1l | approximately a 20 cent | s

discount to the
- December Corn L7070
Futures. The put option
bought in step one has
| realized a $1.20 | so~0
increase in its intrinsic
value,

Spread Put Option.
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Trade Example

Old Crop/neW crop 2w29 - 2WN10 ~ Daily (K ISP AR R RN . | | | | 4570
spreads agricultural .
commodities can I
experience volatile moves =50
over time, as | 2000
demonstrated by the
December 2009 — July P
2010 Wheat Futures ; ; | 200
Calendar Spread. L (| oo
Ioa | s
Depending on timing and | |~"5“ : ok s e
nearby versus deferred | el * A -
global crop concerns the | U0 )
spread can oscillate ‘ i oo
between a carry and an sr0
inverse. This example _ | s
demonstrates the various
entry and exit points e
where owning the | 2070
protection of a Calendar .-
Spread Option would _.
help to alleviate some of R g
the risk in managing these T TR S I R = o s e
spreads.

& CME Group

A CME/Chicago Board of Trade/NYMEX Company



Additional Information

Visit www.cmegroup.com/cso to view:
« Contract Specifications
- Rulebook Chapters
« An Introduction to Grain Calendar Spread Options

Contact Information:

Chicago Office London Office

Susan Sutherland, Associate Director Jeffry Kuijpers, Associate Director
CME Group Products and Services Commodity/Alt. Investment Products
312-930-2325 011 (44) 207-796-7108,
Susan.sutherland@cmegroup.com jeffry.kuijpers@cmegroup.com
Chicago Office Singapore Office

Brenda Tucker, Associate Director Nelson Low, Director

CME Group Products and Services Commodity Products Asia
312-930-8304 11-656-550-9621
Brenda.tucker@cmegroup.com nelson.low@cmegroup.com
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Disclaimer

Futures trading is not suitable for all investors, and involves the risk of loss. Futures are a leveraged investment, and
because only a percentage of a contract’s value is required to trade, it is possible to lose more than the amount of
money deposited for a futures position. Therefore, traders should only use funds that they can afford to lose without
affecting their lifestyles. And only a portion of those funds should be devoted to any one trade because they cannot
expect to profit on every trade.

CME Group is the trademark of CME Group, Inc. The Globe logo, CME, Chicago Mercantile Exchange, E-mini and
Globex are trademarks of Chicago Mercantile Exchange, Inc. CBOT and Chicago Board of Trade are trademarks of the
Board of Trade of the City of Chicago. NYMEX, New York Mercantile Exchange, and ClearPort are trademarks of New
York Mercantile Exchange, Inc. COMEX is a trademark of Commodity Exchange, Inc. All other trademarks are the
property of their respective owners.

The information within this presentation has been compiled by CME Group for general purposes only. Although every
attempt has been made to ensure the accuracy of the information within this presentation, CME Group assumes no
responsibility for any errors or omissions. Additionally, all examples in this presentation are hypothetical situations, used
for explanation purposes only, and should not be considered investment advice or the results of actual market
experience. All matters pertaining to rules and specifications herein are made subject to and are superseded by official
CME, CBOT, NYMEX and CME Group rules. Current rules should be consulted in all cases concerning contract
specifications.
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