Ag Decision Maker Activity
File A2-62

Hedging vs. Forward Cash Contracting

Name ________________________

Using File A2-62, answer the questions below.

1) Both hedging and forward cash contracting can be used to:

a) ____________________

b) ____________________

c) ____________________

2) Which marketing tool(s) requires a margin deposit

a) hedge

b) forward cash contract

c) both

3) With a hedge

a) a specific price is established

b) actual price varies due to basis 

while with a forward cash contract

a) a specific price is established

b) actual price varies due to basis

4) With a hedge, delivery is 

a) optional

b) required

while with a forward cash contract, delivery is

a) optional

b) required

5) With a hedge, contract size is 

a) fixed (5,000 bu. or 1,000 bu. increments)

b) variable

while with a forward cash contract, contract size is

a) fixed (5,000 bu. or 1,000 bu. increments)

b) variable

Ag Decision Maker Activity Continued…
File A2-62

Hedging vs. Forward Cash Contracting

6) A hedge

a) can be lifted (ended) at any time

b) may not be cancelled

while a forward cash contract

a) can be lifted at any time

b) may not be cancelled


. . . and justice for all            
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