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Farmers advised to use a hedge strategy

The original design of commodi-
ty futures markels was to help
farmers and other agricultural
praoducers improve their
marketing and purchasing ac-
tivities through the use of hedging
strategies. Hedging is taking a
position in the futures market as a
ternporary substitute for the sale
or purchase of the actual com-
modity or crop. Hedging acts to fix
prices now for anticipated future
sales or purchases thereby reduc-
ing the risk of price changes.

You may want to use a hedge
strategy il you want to protect
against the price risk inherent in a
current or intended cash market
position - for instance, an an-
ticipated harvest. The resuit of a
futures hedge is that any decrease
in the value of the cash market
position will be offset, more or less,
by an increase in the value of the
futures position. For example, a
farmer who plans to sell his crop at
harvest time can get protection
from the risk of any decrease in
price by selling futures contracts
when he plants his crop in the spr-
ing. Prices of cash markets and
futures markets usually move
together so that when the cash
market falls, the futures contract
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chase. For example, a livestock Brian Slessor is an Investment Brian, who can be reached at (418)
producer makes regular purchases Executive with Scotia-McLeod. 863-2825. Call collect outside Toron.
of corn as feed for his cattle. To Questions should be directed to to.
. lock in the price of feed over the
Brian B . e vear the livestock producer buys
' R e S corn futures contracts. If, when the
Slessor | e i ] producer takes actual delivery of
. oy the corn, the price has increased.
Dollars R the extra cost is more or less offset
and | by the profit on his futures con-
Sense ; e traclts when they are sold. In this
way the producer can fix the price
of his feed input.

Producers who use hedging
market price is depressed at  strategies in commodity markels
harvest time, this lower price will have minimized the price sk
be more or less offset by the gain in  associated with the ownership of
the futures contracts position when  specific commodities and often
it is liquidated at a lower price. bankers are willing to lend funds to
The short or selling hedge can be  the hedging farmer on improved
used to predetermine the pro- FULL SEHVICE
ducers return from the sale of the

harvest.
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ing used by farmers and producers

ahed they buy comihoditio - DATA and SYSTEMS FURNITURE,
throughout the year. in the long or CALL US : and LOTS MORE — Buy!Lease

buying hedge the purchase of a

futures contract acts as a tem- TODAY '

porary substitute for the intended | 41 6-760-3393
purchase of a cash commodity and 877-2201 !LL_/‘{;
acts to fix the price of the cash pur- B

This simple little box can
transform rour (riveway into your

own private Fuel Economy Centre,

Save up to 65% of what you now spend on
gasoline with convenient on-site refuelling.

Motorists living in the Halton county area
have an excellent opportunity. Thanks to the
NGV FuelMaker from Union Gas, they’ll be able
to refill their light trucks, vans or cars on-site
with Natural Gas for Vehicles (NGV) for a
fraction of their gasoline costs.

In fact, you could realize savings of up
o 65%!

How You Can Get In On The Savings

Find out how to tap into your home or
husiness Natural Gas line for truly outstanding

tuel cconomy. Call Union Gas 1oday and ask
about the NGV FuelMaker.

335-7319
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