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The trading of derivatives such as futures, options, and over-the-counter (OTC) products or “swaps” may not be suitable 

for all investors. Derivatives trading involves substantial risk of loss, and you should fully understand those risks prior to 

trading.  Past financial results are not necessarily indicative of future performance.  All references to futures and options on

futures trading are made solely on behalf of the FCM Division of StoneX Financial Inc., a member of the National Futures 

Association (“NFA”) and registered with the U.S. Commodity Futures Trading Commission (“CFTC”) as a futures 

commission merchant.  All references to and discussion of OTC products or swaps are made solely on behalf of StoneX

Markets LLC (“SXM”), a member of the NFA and provisionally registered with the CFTC as a swap dealer SXM’s products 

are designed only for individuals or firms who qualify under CFTC rules as an ‘Eligible Contract Participant’ (“ECP”) and 

who have been accepted as customers of SXM.  

This material should be construed as the solicitation of trading strategies and/or services provided by the FCM Division of 

StoneX Financial Inc. or SXM as noted in this presentation.

Neither the FCM Division of StoneX Financial Inc. nor SXM is responsible for any redistribution of this material by third 

parties or any trading decisions taken by persons not intended to view this material. Information contained herein was 

obtained from sources believed to be reliable, but is not guaranteed.  These materials represent the opinions and 

viewpoints of the author, and do not necessarily reflect the opinions or viewpoints of the FCM Division of StoneX Financial 

Inc. or SXM.

All forecasting statements made within this material represent the opinions of the author unless otherwise noted.

Factual information believed to reliable, was used to formulate these statements of opinion; but we cannot guarantee the 

accuracy and completeness of the information being relied upon.  Accordingly, these statements do not necessarily reflect 

the viewpoints employed by the FCM Division of StoneX Financial Inc. or SXM.  All forecasts of market conditions are 

inherently subjective and speculative, and actual results and subsequent forecasts may vary significantly from these 

forecasts.  No assurance or guarantee is made that these forecasts will be achieved.  Any examples given are provided for 

illustrative purposes only, and no representation is being made that any person will or is likely to achieve profits or losses 

similar to those examples.

Reproduction or use in any format without authorization is forbidden. © Copyright 2021.  All rights reserved.

DISCLAIMER
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My Story

• Licensed Associated Person for StoneX

• 400 head cow/calf operation in Roy MT
• 50 head of home raised yearlings



5 Basic Principals To Success
1. Assume 50/50 chance market prediction is 

correct

2. Consistency and process are the keys to 

success.

3. Every producer in this room is directly affected, 

and inadvertently participates in the Futures 

market.

4. Every day we have a choice to do something.  

Doing nothing is taking a position that the market 

will hold steady or increase.



What is Hedging Anyway?

• Protects the Asset 

value of either cash 

or your production



LRP

Government subsidized  insurance that uses 

CME Feeder Cattle Futures and a Price 

Adjustment Factor to produce an Expected 

Ending Value.

This product is settled against the CME Feeder 

Cattle Index multiplied by the Price Adjustment 

Factor



Sourced 1/13/22 rma.usda.gov



Futures

• Move in relation to the cash market

• Subject to delivery

• Subject to margin

• Value of account changes penny for 

penny/dollar for dollar with market moves

• Functions as a sale





Options

Futures derivative that changes in value at a 

percentage of the underlying futures contract

Long Put Option- The right but not the 

obligation to sell a futures contract at a

specified price

Long Call Option- The right but not the 

obligation to buy a futures contract at a 

specified price



Basis
• The difference between the futures price and the cash 

price you will get for your cattle.

• Know your basis  - Normal MT 600# calf is plus $20 in 

March

• Weight  (slide)

• Shipping costs

• Quality / Reputation

• Quantity

• Feed costs (corn)

• Emotion

• Variable from year to year



Basis
Sourced Beefbasis.com 9/29/21

GO

https://www.beefbasis.com/MarketData/HistoricalBasis
https://beefbasis.com/historical-basis/
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Packer Leverage

Sourced Ag Resource Research Co
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• National Beef $105 million Tama expansion; 2400 hd/day

• Central Valley Meat   Hanford expansion; 3000 hd/day

• Cattlemen’s Heritage Council Bluffs new 325 ml; 1500 hd/day

• JBS USA $130 million Grand Island and Omaha expansion
;1000 hd/day

• Tyson and Cargil investing heavily is processing and distribution
•

• Small plants
• Herzog Meat Co 20 hd/day to 75 hd/day via public grants

Packing Plant Expansion
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Sourced National Weather Service 8/16/21



Cattle Inventory

Sourced USDA 9/29/21



Aug Feeder Cattle sourced Gain TDM 1/13/22
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Strategies:
Hedge the sale with Put Options

Sourced CME Group 10/1/21
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Strategies:
Put Option

Hedge profit

@ expiration
Adds $4.10 cost/cwt to 
purchase$1.72 and above

Aug Feeder Cattle sourced Gain TDM 1/13/22
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Strategies:
Hedge the sale with a Collar 
(buy put sell call – margined position)

Sourced CME Group 1/13/22

Sell

Buy

$3.725 out of Pocket cost
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Strategies:
Option Collar

Hedge Profit

Adds $3.725 cost/cwt 
to purchase

Margined position
Hedge losses $500 per $1 
higher in futures at expiration

Aug Feeder Cattle sourced Gain TDM 1/13/22
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Strategies:
Short futures

Hedge profit

No premium

Margined position
Hedge losses $500 per $1 
higher in futures

Aug Feeder Cattle sourced Gain TDM 1/13/22



24

Comparison

Long Put Long put/short call Short futuresLRP Ins



KEZ22 sourced Gain TDM 1/13/22



WASDE REPORT

WASDE sourced USDA 



Wheat world tenders

sourced Agricensus.com 1/13/22



KC wheat option pricing

Sourced CME Group 1/13/22
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Strategies:
Put Option

Hedge profit

@ expiration
Adds $0.76 cost/cwt to 
purchase$7.80 and above

KEZ22 sourced Gain TDM 1/13/22
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Strategies:
Option Collar

Hedge Profit

Adds $0.20 cost/cwt 
to purchase

Margined position
Hedge losses $500 per $0.10 
higher in futures at expiration

KEZ 22 sourced Gain TDM 1/13/22
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Strategies:
Short futures

Hedge profit

Margined position
Hedge losses $500 per $0.10 
higher in futures

KEZ22 sourced Gain TDM 1/13/22
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Comparison

Long Put Long put/short call Short futures
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What if?
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Questions?
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