Hedging Problems

1. The current cash corn price at the local elevator is $2.15 and the July futures contract is trading at $2.95.  You decide to hedge July.  What price have you guaranteed?  ________  You liquidate your position in June.  The local cash market is $2.25 and the futures is $2.65.  Work the “Hedger’s T” and tell me what you actually got for the grain.  ________

2. The current cash bean price is $5.40.  The May futures price is $5.90.  You decide to hedge May.  What price have you guaranteed?  ________  You liquidate your position in May.  The local cash market is $5.30 and the futures is $5.82.  Work the “Hedger’s T” and tell me what you actually got for the grain.  ________

3. The current cash bean price is $5.35.  The July futures price is $5.95.  You decide to hedge July.  What price have you guaranteed?  ________  There is a drought scare.  You liquidate your position in July.  The local price is $8.30 and the futures price is $8.65.  Work the “Hedger’s T” and tell me what you actually got for the grain.  ________  Are you happy?  ________

4. Current cash price at local elevator is $2.70.  The May futures contract is trading at $3.25.  What price have you guaranteed?  ________  You liquidate your position in April.  The local cash market is $1.75 and the futures price is $2.15.  Work the “Hedger’s T” and tell me what you got for the grain.  ________  Are you happy?  ________

