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hen 1 talk to farmers
about canola prices,
typically we're refer-

ring to the front month futures or
deferred months or even the new
crop futures price. Often it's the
local elevator price or sometimes
the basis level, occasionally the
nearby crush plant bid, but rarely
the export price at the Vancouver
ports.

While we usually focus on
futures prices as well as local
elevator cash bid and basis levels,
there is anotherimportant level of
pricingweneed tomonitoraswell.
When it comes to the cash mar-
ket for canola, both canola crush
margins as well as Vancouver
port prices will have a s1gruﬁcant
impact on the canola prices grow-
ers see across the Prairies.

Canola board crush margin
While canola crushers don’t dis-
close their margins, an estimated
canola board crush margin is pub-
lished on the ICE Futures Canada
website.

Itis calculated using canola, soy-
bean oil and meal futures prices.
Itis based on a 40 per cent oil and
60 per cent meal contribution per
tonne of canola seed crushed,
expressed in Canadian dollars. It
also includes a 0.75 price adjust-
ment factor to account for canola
meal containing approximately 75
per cent of the protein in soybean
meal. Overall, it provides a good
gauge of the trend in core process-
ing returns.

Over the past 10 years, its typi-
cal range is roughly between $50
to $100/tonne; sometimes reach-
ing as high as $150 or $200, and
aslowas s gives an indica-
tion of crush plant profit margins
and potential impact on canola
demand and prices.

Crush margins in late March
were around $95/tonne, up almost
25 per cent from a month earlier
when it was near $75, helping to

partially explain the recent canola
futures rally.

Similar to the soybean futures
crush margin, which is followed
extensively by traders, farmers
and commercials in the U.S.,
the canola board crush margin
provides a sense of what a main
buyer in the canola market is
doing. Ultimately, it gives a bet-
ter understanding of the overall
marketing picture for Canadian
canola producers.

Track Vancouver canola

In the grand scheme of things,
while canola is a major crop in
Canada, global canola/rapeseed
oil production is only about 50 per
centof soybean oil production and
40 per cent of palm oil production.
When you combine all the top 10
largest oils (like sunflower, palm,
peanut, and coconut), rapeseed
oil production worldwide is about
15 per cent of the global edible oil
market.

While Canada is the second-
largest canola/rapeseed producer,
it only represents about 25 per
cent of global production. At the
end of the day, our canola supplies
around five per cent of this global
consumable oil market, based on
USDA figures.

Given Canada exports 90 per
cent of its canola as seed, oil or
meal to 50 markets around the
world, domestic consumption
doesn’t have much impact on our
canola prices. Foreign oilseed pro-
duction and worldwide demand
have a big effecton our prices here
at home. The track Vancouver
price and basis provide a window
to that world.

Essentially, the track Vancou-
ver cash bid is the price at which
elevators and inland terminals sell
their canola. The port basis is sim-
ply the level they sell at above the
futures price.

Since 2014, track Vancouver
canola prices have been in a
$100/tonne trading range, roughly
between $450 and $550/tonne.

The track Vancouver basis
above the futures price has aver-

$20 to $50/tonne since 2y0147

at port is worth tracking

A lot of different factors beyond futures prices determine what you will be paid for your crop
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When it comes to the
Average C$35/tonne cash market for canola,
Typical Range €$20-C$50/tonne both canola crush
Source: albertacanola.com .
margins as well as
CANOLA BOARD CRUSH MARGIN (PER TONNE) Vancouver port prices
Today Month Ago will have a significant
March 15/18 February 15/18 impaa on the canola
CONTRACTS Cdn$ u.s.$ Cdn$ u.s.$ prices growers see
May 18 86.27 66.2 78.99 63.16 across the Prairies.
July 18 84.26 64.66 74.66 59.69
November/Oct 2018 94.06 7217 7514 60.08
November/Dec 2018 96.12 73.76 77.27 61.78
Jan19 92.92 71.3 721 58.14
Source: www.theice.com
aged $35/tonne and typicallyvar- fore your selling price. We're see-  been trending, the more under-
ies $15 eithersideofthat,between  ing track Vancouver export basis ~ standing you'll have of the farm

‘While other factors can have an
effect, the global oilseed demand
from export markets drives port
prices and, in turn, the inland
prices as well. With 35 per cent of
our canola seed going to China, 18
per cent to Japan and 13 per cent
to Mexico, overseas purchases
will have the biggest influence on
demand so track Vancouver basis
levels need to be a key part of your
price analysis.

Commercial activity will always
push, pull, and drag canola prices
all over the charts. The current rail
transportation issues are having
an even greater than usual effect
on commercial activity and there-
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levels increasing since exporters
aren’t able to source the canola
they need. Meanwhile, buyers in
the elevator system have been
dropping their prices, i.e. their
basis, since they can’t ship what
they already have so they're bid-
ding less on new purchases.
Bottomline, the nexttime you're
talking about the price of canola,
think about both nearby as well
as deferred futures, look at new
crop futures and stay up to date on
local basis levels. Keep an eye on
what crush margins are doing and
where track Vancouver levels are
at as well. The more insights you
have into what prices, all prices,
are doing and where they have

gate prices you receive for your
production.

David Derwin is a portfolio manager
and commoditylinvestment adviser
with PI Financial Corp. (dderwin@
pifinancial.com / www.commodity-
options.ca), a member of the
Canadian Investor Protection Fund.
The risk of loss in trading commodity
interests can be substantial. Past
performance is not necessarily
indicative of future results. You
should therefore carefully consider
whether such trading is suitable
Sforyou in light of your financial
condition. This is intended for
distribution in those jurisdictions
where PI Financial Corp. is registered
as an adviser or a dealer in securities
andfor futures and options.
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