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Å Understanding the importance of 
agriculture commodities  

 

Å Why advisors are including agricultural 
commodities in asset mix  

 

Å Why your clients will ask about 
agricultural commodities  

 

Å Addressing the risk of agricultural 
commodities  

 

Å Accessing agricultural commodities  

 

Å Understanding access  

 

 



This material must be accompanied by the prospectuses : 

 

http://www.teucriumcornfund.com/pdfs/corn - prospectus.pdf  

http://www.teucriumweatfund.com/pdfs/weat - prospectus.pdf  

http://www.  teucriumsoybfund.com/ pdfs /soyb - prospectus.pdf  

http ://www.teucriumcanefund.com/pdfs/cane - prospectus.pdf  

 
The Teucrium  Corn  Fund (òCORNó), the  Teucrium  Wheat Fund (òWEATó), the  Teucrium  Soybean Fund (òSOYBó) 
and the  Teucrium  Sugar Fund (òCANEó), collectively  the  òTeucrium Funds,ó have a limited  operating  history,  
so there  is little  performance  history  to  serve as a basis  for  you  to  evaluate  an investment  in  any of  the  
Teucrium  Funds . Investing  in  Commodity  Interests  subjects  the  Teucrium  Funds  to  the  risks  of  the  
commodity - specific  market,  and  this  could  result  in  substantial  fluctuations  in  the  price  of  the  shares  of  
each of  the  Teucrium  Funds . Unlike  mutual  funds,  the  Teucrium  Funds  generally  will  not  distribute  
dividends  to  Shareholders .  Investors  may choose  to  use the  Teucrium  Funds  as a means  of  investing  
indirectly  in  specific  commodities,  and  there  are risks  involved  in  such  investments .  The Sponsor  has 
limited  experience  in  operating  a commodity  pool,  which  is defined  as an enterprise  in  which  several  
individuals  contribute  funds  in  order  to  trade  futures  or  futures  options  collectively .  Investors  may choose  
to  use the  Teucrium  Funds  as a vehicle  to  hedge  against  the  risk  of  loss,  and  there  are risks  involved  in  
hedging  activities .  Commodities  and  futures  generally  are volatile  and  are not  suitable  for  all  investors .   

 

The Teucrium  Funds  are not  mutual  funds  or  any other  type  of  Investment  Company  within  the  meaning  of  
the  Investment  Company  Act  of  1940 , as amended,  and  are not  subject  to  regulation  thereunder .  

Shares of  the  Teucrium  Funds  are not  FDIC insured,  may lose  value,  and  have no  bank  guarantee .   

All  supporting  documentation  will  be provided  upon  request . 

Foreside  Fund Services,  LLC is the  distributor  for  the  Teucrium  Funds . 
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Å Pervasive in the global economy  

 

Å Global growth of middle class  

 

Å Food inflation  

 

 



 

 

Å Increasing demand 
for agricultural 
commodities  

Å Less arable land  

Å Increased demand 
for consumer goods 
requiring raw 
materials and 
energy  

Å Diversified diet, 
including meat, 
dairy and processed 
foods  

http :// www2.goldmansachs.com/ideas/globa
l- economic - outlook/expanding - iddle.pdf   
www.worldbank.org   
 
Forecast Graphs  updated by U.S. Census 
Bureau as of December 2010  

Forecasted  

Forecasted  

http://www.demos.org/articles/wheary_middleclass.pdf/World


 

 

Å Increased d emand from growing population strains supply  
 

ÅDepleting endings stocks  

Source: USDA & Newedge  Graph updated  as  of 8/17/11  

U.S. Corn Ending Stocks and Price (1985 ð 2012)  



 

 

Å Limited substitutes  

Å Large import / export 
market  

Å Consumption demand  

Å Livestock & Human  

Å Energy & Production  

Å Perishable  

Å Nearly all demand must be 
grown each year  

Å Susceptible to nature  

Å Competition for land  

Source: www.ers.usda.gov/Publications/OCE111/OCE111.pdf  
Graph updated as of February 2011  

http://www.ers.usda.gov/Publications/OCE111/OCE111.pdf


 

 

Corn  

Å Livestock Feed  

Å Ethanol/Gasoline Oxygenation  

Å Exports ð BRIC Countries  

Wheat 

Å Exports  

Å Human Consumption  

Å Livestock Feed  

Sugar 

Å Ethanol  

Å Human Consumption  

Å Bio- Plastics  

Soybeans 

Å Exports ð BRIC Countries  

Å Human & Livestock Consumption  

Å Bio- Fuel 

BRIC Countries ð Brazil, Russia, India and China,  



 

 

Å For the period 2006 ð 
2010 the USDA estimates 
that 99% of all corn grown 
each year will be 
consumed  

Å The USDA estimate for the 
2010/11 corn òcarry-outó 
in the U.S. is for only 35 
days of supply  

Å Farmers must produce 
100% of global demand 
every year to maintain 
already low inventories  

Source: USDA Foreign Agricultural Service  

USDA World Agricultural Demand and Supply Estimate 

Graph Created September 2008 



 

 

Lower Risk and Higher Return 1991 -2010  

40  

60  

28  

32  

40  

0 

Return  8.9% 
Risk 8.8% 

Return  8.7% 
Risk  11.6% 

Å Stocks  
Å Bonds 
Å Commodities  

1991  2010  

Past performance is no guarantee of future results.  This is for illustrative purposes only and not indicative of any investment. An investment 
cannot be made directly in an index. Stocks in this example are represented by the Standard & Poor's 500 ®, which is an unmanaged group of 
securities and considered to be representative of the stock market in general. Bonds are represented by the 5 - year U.S. governme nt bond. 
Commodities are represented by the Morningstar Long - Only Commodity Index. An investment cannot be made directly in an index.  The 
information, data, analyses, and opinions contained herein do not constitute investment advice offered by Morningstar and are  pr ovided solely 
for informational purposes. © 2011 Morningstar. All Rights Reserved. 3/1/2011  

Futures prices have already factored in the seasonal aspects of supply and demand. No representation is being made that the Teucrium Funds 
are likely to achieve a performance record similar to that shown . 

The Long - Only Commodity Index  is a fully collateralized commodity futures index that is long all eligible commodities.  

 

Not Representative of any Teucrium Products  



 

 

Rogers International Commodity Index (RICI)   
(www.worldcommodityfunds.com   As of October  14, 2011 ) 

Corn  Wheat Soybeans Sugar Total  

4.75% 4.75% 3.35% 2.00% 14.85% 

Rogers International Commodity Index Agriculture (RICIA)  
(www.worldcommodityfunds.com  As of October  14, 2011 ) 

Corn  Wheat Soybeans Sugar Total  

13.610%  13.610%  9.599% 5.713% 42.532%  

Reuters Jeffries CRB Index  
(www.jefferies.com  As of October  14, 2011 ) 

Corn  Wheat Soybeans Sugar Total  

6.00% 1.00% 6.00% 5.00% 18.00% 

Dow Jones UBS Commodity Index  
(www.djindexes.com  As of October  14, 2011 ) 

Corn  Wheat Soybeans Sugar Total  

7.50% 3.88% 7.34% 3.04% 21.76% 

http://www.worldcommodityfunds.com/
http://www.worldcommodityfunds.com/
http://www.jefferies.com/
http://www.djindexes.com/


 

 

Source: Moore Research Report 2011 (www.mrci.com )  
Graph current as of February 2011  

This chart consists of two aspects of the marketõs seasonal pattern of prices for December Corn Futures Contracts ð the most recent 
15 - year (solid line) and its most recent 5 - year (dotted line), for the years 1996 to 2010 , inclusive of the December 2010 contracts. 
Thus, any evolution in the pattern may be perceived, as well as trends, tops, and bottoms coincident to both.  The numerical ind ex to 
the right measures the greatest historical tendency for the market to make a seasonal high (100) or low (0) at a given time.  
Past Performance is not an indicator of future results . 
Graph does not represent any indication that futures or funds will achieve similar results  
 
 

http://www.mrci.com/


Futures ETP Benchmark Structure:  
ÅTransparency  
ÅLiquidity  
ÅExposure to the futures pricing curve  
ÅContango  and backwardation mitigation  

 
 
 
 
 

 

 
Investment Time Horizon Considerations:  
 
 Investment <30 days : First - generation ETPs and Indices with  
     concentrated spot month investments  
 
  Investment >30 days : Products with exposure to the forward  
   curve , next generation ETPs and Indices  
 



Exchange  Traded Product   Exchange Traded Note  

Backed by underlying assets  Unsecured debt obligation  

Liquidity =  underlying market  Liquidity = credit of issuer & 
Supply/Demand  

No default risk  Default risk  

Daily updates of holdings  Limited transparency  

May have tracking error  No tracking error  

Schedule K - 1 Form 1099  

Source: 1: òTaxation of Exchange-Traded Funds and Similar Products,ó by Joseph Riley, A.J. Alex Gelinas  and Deanna Flores, 2008 1  
2: Exhange  Traded Funds, SEC.gov  
3: Ipath  ETN Prospectus, SEC.gov  
4: Form S - 3, SEC.gov 
 
 
 



 

 
Contango  & Backwardation  

Mitigation Strategies  
Å Product is commodity - specific  

Å Futures contracts chosen 
considering seasonal and trading 
patterns  

Å Multiple non - spot contracts  

Å Lower portfolio turnover lowers 
costs  

Source: Investopedia.com Article by D. Harper regarding Contango  vs. Normal 
Backwardation/Teucrium Trading, LLC article, contango  vs. normal 
backwardation  

Illustrative Hypothetical Graph for Crude Oil Futures 
See Appendix for Definitions 

 

NYSE: CORN NYSE: SOYB NYSE: CANE NYSE: WEAT 

See appendix for mitigation strategy overview  



 

 

NYSE: CORN NYSE: SOYB NYSE: CANE NYSE: WEAT 

ÅPrevalent and pervasive in the global economy  
 
ÅEconomic growth and expansion of middle class  

 
ÅFood inflation  

 
ÅSeasonality  

 
ÅPortfolio diversification  
 



NYSE: CORN NYSE: SOYB NYSE: CANE NYSE: WEAT 



NYSE: CORN NYSE: SOYB NYSE: CANE NYSE: WEAT 





 

 

Anchor Month: The pivotal month in the index; the month in which the ETP is always invested.  
For CORN, that month is the December contract, for SOYB that month is the November 
contract, for WEAT that month is the December contract month and for CANE that month is the 
March contract.  
Backwardation:  A market condition in which a futureõs price is lower in the distant delivery 
months than in the near delivery months.  
Contango : A condition in which distant delivery prices for futures exceed spot prices, often due 
to the costs of storing and insuring the underlying commodity. Opposite of backwardation.  
Correlation: Correlation is computed into what is known as the correlation coefficient, which 
ranges between - 1 and +1.  Perfect positive correlation (a correlation co - efficient of +1) implies 
that as one security moves, either  up or down, the other security will move in lockstep in the 
same direction.  
 Alternatively , perfect negative correlation means that if one security moves in either 
direction, the security that is perfectly negatively correlated will move in the opposite direction. 
If the correlation is 0, the movements of the securities are said to have no correlation;  they 
are completely random. In real life, perfectly correlated securities are rare; rather, you will find 
securities with some degree of correlation.  ( Source:www.investopedia.com ) 
Ending Stock s: The amount of an agricultural product, such as corn, that will be available or is 
available at the end of the crop year, given the estimated or actual beginning stocks, 
production and usage.  
 

http://www.investopedia.com/


 

 

Inverse Correlation: A contrary relationship between two variables such that they move in 
opposite directions. In an inverse correlation with variables A and B, as A increases, B would 
decrease; as A decreases, B would increase. In statistical terminology, an inverse correlation is 
denoted by the correlation coefficient r having a value between - 1 and 0, with r = - 1 indicating 
perfect inverse correlation. Also known as negative correlation. ( Source: 
www.investopedia.com ) 
NAV: Net Asset Value of the Fund.  
Rolling:  When an investor replaces an existing futures position with a new one having a later 
expiration date.  
S&P 500: An index of the biggest 500 large - cap common stock actively traded in the USA.  
Spot Futures: The futures contracts with the nearest expiration and delivery.  
Teucrium Corn (TCORN) Index : A weighted average of daily changes in the closing settlement 
prices of (1) the second - to - expire Corn Futures Contract traded on the CBOT, weighted 35%, 
(2) the third - to - expire CBOT Corn Futures Contract, weighted 30%, and (3) the CBOT Corn 
Futures Contract expiring in the December following the expiration month of third - to - expire 
contract, weighted 35%.  To convert to an index, 100 is set to $25, the opening day price of 
CORN. 
Teucrium Wheat (TWEAT) Index -  A weighted average of daily changes in the closing settlement 
prices of (1) the second - to - expire CBOT Wheat Futures Contract, weighted 35%, (2) the third -
to - expire CBOT Wheat Futures Contract, weighted 30%, and (3) the CBOT Wheat Futures 
Contract expiring in the December following the expiration month of the third - to - expire 
contract, weighted 35 %. To convert to an index, 100 is set to $25, the opening day price of 
WEAT. 
 
 



 

 

Teucrium Soybeans (TSOYB) Index -  The investment objective of the Fund is to have the daily 
changes in percentage terms of the Sharesõ Net Asset Value (òNAVó) reflect the daily changes in 
percentage terms of a weighted average of the closing settlement prices for three futures 
contracts for soybeans (òSoybean Futures Contractsó) that are traded on the Chicago Board of 
Trade (òCBOTó). Except as described in the following paragraph, the three Soybean Futures 
Contracts will be: (1) second - to - expire CBOT Soybean Futures Contract, weighted 35%, (2) the 
third - to - expire CBOT Soybean Futures Contract, weighted 30%, and (3) the CBOT Soybean 
Futures Contract expiring in the November following the expiration month of the third - to -
expire contract, weighted 35%. To convert to an index, 100 is set to $25, the opening day price 
of SOYB. 
Teucrium Cane Sugar (TCANE) Index -  The investment objective of the Fund is to have the daily 
changes in percentage terms of the Sharesõ Net Asset Value (òNAVó) reflect the daily changes in 
percentage terms of a weighted average of the closing settlement prices for three futures 
contracts for sugar (òSugar Futures Contractsó) that are traded on ICE Futures US (òICE Futuresó), 
specifically: (1) the second - to - expire Sugar No. 11 Futures Contract (a òSugar No. 11 Futures 
Contractó), weighted 35%, (2) the third- to - expire Sugar No. 11 Futures Contract, weighted 30%, 
and (3) the Sugar No. 11 Futures Contract expiring in the March following the expiration month 
of the third - to - expire contract, weighted 35 %. To convert to an index, 100 is set to $25, the 
opening day price of CANE. 
 



 

 

 
Commodities Can Have Inverse Correlation to Equity Indices:  

  

The $10,000 return of Spot Corn Futures Traded on the Chicago Board of Trade (CBOT) and  
the S&P 500  

April 12, 2010 to Aug 19, 2011  

% 
Change  

Source: Bloomberg/Teucrium Trading LLC 
Graph current as of 8/19/11  

S&P 500 is an index of the largest 500 large - cap common stocks actively traded in the USA  

One cannot invest directly in an index  
Past Performance is not an indicator of future results.  



 

 

Source: Moore Research Report 2011 (www.mrci.com ) 
Graph current as of February 2011  

This chart consists of two aspects of the marketõs seasonal pattern of prices for December Wheat Futures Contracts ð the most recent 
15 - year (solid line) and its most recent 5 - year (dotted line), for the years 1996 to 2010 , inclusive of the December 2010 contracts. 
Thus, any evolution in the pattern may be perceived, as well as trends, tops, and bottoms coincident to both.  The numerical ind ex to 
the right measures the greatest historical tendency for the market to make a seasonal high (100) or low (0) at a given time.  
Past Performance is not an indicator of future results . 
Graph does not represent any indication that futures or funds will achieve similar results  
 
 


