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On January 20, the CDN$ reached a low of $0.6809 and has since moved higher. I am now watching 

$0.7250 as a resistance (ceiling) level for the dollar to stay under. The next point of resistance would be 

around $0.750 (see chart below). With the fairly quick drop & subsequent increase in the dollar, we 

have seen the implied volatility increase. This means if you want to buy options they are typically more 

expensive. There are some operations that benefit from a lower dollar (Ex livestock getting paid in USD) 

and others that do not want to see the dollar climb anymore (Ex. Buying machinery from the US). In 

both of these situations, we have been reviewing spread strategies to add protection in to help increase 

revenue reduce the cost.  

Canadian Dollar March contract: 
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Feeder and live cattle have continued their downward trend. We have been adding more protection for 

operations out until June with the increase we saw in mid-January. $145 and $117 can be considered 

support for feeders and live respectively (see charts below).  The trends are starting to roll over showing 

continued weakness is a good possibility.  

Our views remain bearish on cattle until there are positive signs the 

trends are changing. 

Feeder Cattle March contract: 
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Today, canola has broken below a support of around $485, a sideways range established for the past 

couple of months (see chart below). The next downside we could see could be $475. Overall, since Sept 

2015 canola has been in a sideways range from a low of $463 to a high of $499.60. I read an interesting 

article about how Agri Benchmark, a global non-profit network, completed three in-depth case studies 

of the on-farm competitiveness of rapeseed/canola versus other oilseed crops in Canada, Hungary and 

Ukraine. 

Noted points were: 

• Soybeans tend to be preferred when liquidity or production risk is an issue. 

 

• Canola is more responsive to intensive management and higher input levels, making it more 

successful on high-performing farms. 

 

• Crop mix influences oilseed choice. Wheat and canola go well together, while corn pairs well 

with soybeans or sunflowers. 

 

The study showed that soybeans have clearly established themselves as the number two oilseed behind 

canola in Manitoba’s Red River Valley, with an average return of more than $200 per hectare — 45 per 

cent higher than canola. Canadian soybean acreage has increased from 3.58 million acres in 2009 to 5.4 

million in 2015. What does this information mean for canola? Short term, maybe nothing….watch the 

trends I mentioned above. Long term, we could see more soybeans across the prairies competing with 

canola (factor dependent ex weather).   
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Canola May contract: 

 
 

 

 
PI Financial Corp. is a Member of the Canadian Investor Protection Fund. The risk of loss in trading commodity interests can be 

substantial. You should therefore carefully consider whether such trading is suitable for you in light of your financial condition. 

In considering whether to trade or the authorize someone else to trade for you, you should be aware of the following. If you 

purchase a commodity option you may sustain a total loss of the premium and of all transaction costs. If you purchase or sell a 

commodity futures contract or sell a commodity options you may sustain a total loss of the initial margin funds or security 

deposit and any additional fund that you deposit with your broker to establish or maintain your position.  You may be called 

upon by your broker to deposit a substantial amount of additional margin funds, on short notice, in order to maintain your 

position.  If you do not provide the requested funds within the prescribe time, your position may be liquidated at a loss, and 

you will be liable for any resulting deficit in your account. Under certain market conditions, you may find it difficult to 

impossible to liquidate a position. This is intended for distribution in those jurisdictions where PI Financial Corp. is registered as an 
advisor or a dealer in securities and/or futures and options. Any distribution or dissemination of this in any other jurisdiction is strictly 

prohibited. Past performance is necessarily indicative of future results. 

 


