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What about retained ownership from
fall 2015 calf crop?



Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

e Salina, KS 1/25/16 situation:
—Sell 800 Ib yearlings on 5/20/16 ($151.22)

* Considering price protection on May sale
— Or for stocker/feedlots consider for buy in May

— USE: FeederCattleRiskMgmtTool.xIsx

http://www.agmanager.info/Tools/default.asp#LIVESTOCK
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Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

e Case of 60 hd @ 800 Ibs =

— Compare alternatives:

a) 60 hd on LRP, b) 1 FC Futures Contract (+/- 63 hd per contract), c) 1
FC Options Contract or d) Cash

— MAY FC: $157.50 & Exp. Basis: -$6.28 (Exp. Cash = $151.22)
— LRP Coverage Price: $154.02 & Premium: $7.82

— MAY Put Option @ $152.00: $6.15 premium

http://www.agmanager.info/Tools/default.asp#LIVESTOCK
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Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

Comparison of Alternative Expected Net Selling Prices
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http://www.agmanager.info/Tools/default.asp#LIVESTOCK
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Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

Futures LRP Put Call Put Call
INumber of contracts f 66‘ f f f 11
Strike price(s), $/cwt $154.02' $152.00 $162.00 $148.00 $166.00
Premium, $/cwt $7.824 $6.150 $6.075 $4.875 $4.450

Expected Net Selling Prices

Futures Hedge

price Cash Hedge LRP ) Put &Call Put&Call
______________ $120.00 ©  $11372  $152.66  $139.92 $140.52  $146.27 ' $14226
....... $130.00  $12372  $15224  $139.92 $140.11 $14585 ' 14184
_______ $140.00  $133.72 $151.82  $139.92 $139.69  $14543 ' $14142
_______ $150.00 $143.72  $15141  $139.92  $139.27  $14502 ' 14315
______________ $160.00 $153.72 $150.99  $14500 $147.25  $14460 ' $15315
_______ $170.00 $16372 $15057  $15590 $157.25  $15245 ' $15892
_____________ $180.00  $17372  $150.16  $165.90 $167.25  $16245 ' $15851
....... $190.00  $183.72 $149.74  $17590 $177.25  $17245 " $15809

$200.00 $193.72 $149.32 $185.90 $187.25 $182.45 v $157.67

$10.00 Y<= futures price increment Signifies maximum price in row

http://www.agmanager.info/Tools/default.asp#LIVESTOCK
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What about fall 2016 calf crop?



Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

e Salina, KS 1/25/16 situation:
—Sell 550 |b calves on 9/16/16 ($169.44)

* Considering price protection on Sept sale
— Or for stocker/feedlots consider for buy in Sept

— USE: FeederCattleRiskMgmtTool.xIsx

http://www.agmanager.info/Tools/default.asp#LIVESTOCK
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Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

e Case of 90 hd @ 550 Ibs =

— Compare alternatives:

a) 90 hd on LRP, b) 1 FC Futures Contract (+/- 91 hd per contract), c) 1
FC Options Contract or d) Cash

— SEPT FC: $156.675 & Exp. Basis: $12.76 (Exp. Cash = $169.44)
— LRP Coverage Price: $165.34 & Premium: $10.736

— SEPT Put Option @ $152.00: $9.35 premium

http://www.agmanager.info/Tools/default.asp#LIVESTOCK
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Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

Comparison of Alternative Expected Net Selling Prices
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Cow-Calf Output Price Hedging
Considerations (as of 1/25/16)

Futures LRP Put Call Put Call
Number of contracts f 9C*)ll f f f f
Strike price(s), $/cwt $165.34" $152.00' $162.00 $148.00' $166.00'
Premium, $/cwt $10.736 $9.350 $8.675 $7.850 $6.925

Expected Net Selling Prices

Futures Hedge

price Cash Hedge LRP h Put &Call Put&Call
_______ $120.00 $132.76  $169.68  $15536 $15552  $160.86 ' $159.93
....... $130.00  $142.76 $169.58  $154.36  $15542 $160.76 ° $159.83
,,,,,,,,,,,,,, $14000  $15276  $169.48  $15336  $15532  $160.66 ' $15072
_______ $150.00  $162.76 $169.38  $15236  $155.21 $160.56 ~ $16170
,,,,,,,,,,,,,, $160.00  $172.76  $169.28  $162.02  $163.25  $16046 ' $171.70
_______ $170.00  $182.76 $169.18  $17202 $17325  $168.38 ~ $17760
_______ $180.00 $192.76 $169.08  $18202 $18325  $17838 ' $17750
_______ $190.00  $20276  $168.98 $192.02  $193.25  $188.38 ' $17740

$200.00 $212.76 $168.88 $202.02 $203.25 $198.38 ' $177.30

$10.00 V= futures price increment Signifies maximum price in row

http://www.agmanager.info/Tools/default.asp#LIVESTOCK
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More information available at:

A G

MANAGER INFO

Kansas State Research & Exti i

www.agmanager.info

This presentation will be available in PDF format at:
http://www.agmanager.info/about/contributors/individual/tonsor.asp

Glynn T. Tonsor
Associate Professor
Dept. of Agricultural Economics
Kansas State University
Email: gtonsor@ksu.edu
Twitter: @TonsorGlynn
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Utilize a Wealth of Information Available at
AgManager.info

About AgManager.info

AgManager.info website is a comprehensive source of information, analysis,
and decision-making tools for agricultural producers, agribusinesses, and
others. The site serves as a clearinghouse for applied outreach information
emanating from the Department of Agricultural Economics at Kansas State
University. It was created by combining departmental and faculty sites as well
as creating new features exclusive to the AgManager.info site. The goal of
this coordination is to improve the organization of web-based material and
allow greater access for agricultural producers and other clientele.

Kansas State Research & Extension

www.agmanager.info




Receive Weekly Email Updates for AgManager.Info

Receive Weekly Email Updates for AgManager.info:

Enter Email:

Submit Email I

http://www.AgManager.info/Evaluation/Email.htm
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