Homework 2 
The excel file labeled homework 2 workbook, contains data for cash and futures prices for corn on a monthly and regional basis for the last 10 years. 

(1) You are a grain owner in North Central Iowa and you need to find the most suitable market for hedging your corn. Your choices are the National Corn Index Futures (NCI) that trades on the Minneapolis Grain Exchange and the CBOT corn futures. 

Begin by taking the first difference for the North Central Iowa price, the NCI price and the CBOT price. Next use the tools/data analysis/regression tool to run the regression we described in class. Use the first difference of the NC Iowa price as your y variable and the first difference of the NCI price and the CBOT price as your x variable, suppress the intercept. 

(2) The right hand column in the spreadsheet shows the price of high value corn in North Central Iowa. Repeat the regression work on this data but now report the “optimal hedge” for this type of corn. 

Send me an e-mail (dhayes@iastate.edu) with the R squares from question one and the beta value from problem 2.

