Types of Basis

Normal Basis: Basis in the Delivery Month

1) Reflects transportation costs—Example, it costs 50 cents    a bushel to deliver grain from Austin, Mn to Chicago by Truck.

2) Easy to calculate and work with.

3) Conservative basis—If basis is wider than normal basis in the contract month, simply deliver to Chicago.

Elevator Basis: Difference between local elevator price and futures price

1) Local conditions make this basis change.

2) Generally this basis is not as large as the normal basis.

3) Must chart elevator basis in order to use correctly.

4) Using this basis causes some risk—due to conditions in a certain year, basis may be wider than calculated.












