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Crop Insurance & Marketing 

 

• Financially may influence crop mix 
• Cover expenses – Land Costs, Taxes 
• Cost effective way to hedge your crops-Dodd 

Frank 
• Protects against bushel and price loss 
• Maximize the Revenue Guarantee 
• Increases flexibility in hedging effectively 
• Can Reduce the Risk/Cost of Hedging 
 
 



Insurance Shortfalls 

• Does not cover 100% of the crops 

• Protects your APH and not your expected yield 

–Hedging, Hail Ins., Weather Ins., Private 
Products 

• Could create over confidence - Drought 

• Revenue only calculated twice a year 

• Does not factor in all dockage, penalties or 
basis risk  



 
     RPHPE – Insurance Put 

     $11.44/142 = $.08 (Corn)     $9.30/40 = $.23 (Soybeans) 
 

     RP – Insurance Call 
    RP call cost is the RP premium – RPHPE premium divided 

by guaranteed bushels. 
 

     $22.52 - $11.44 = $11.08/142 = $.08/bu (Corn) 
 

     $15.21 - $9.30 = $5.91/40 = $.15/bu (Soybeans) 
 

 
 

 

Cost of Insurance 
80% Policy 

 



 

 

Hedging Strategies Involving 
Insurance 



Selling a Covered Put 

Sell Puts at the “strike price” which is the insurance 
spring price times your deductible level 

 

Works best when the harvest exceeds  

spring price or in an up market 

 

Ex. $5.68 x 85% = $4.83 Strike Price 

 Sell the CZ13P480 for $.21 



Selling a Call 

Sell Calls at the “strike price” which is the insurance 
spring price times your deductible level 

 

Works best in a down market 

 

Ex. $5.68 x 85% = $4.83 Strike Price 

 Sell the CZ13C480 for $.25 



Insurance Hedge Strategy 

Locks in a Total Revenue Per Acre at time of hedge 

 

Hedge put on to protect price from going down between 
time of hedge and October 

 

Combines insurance, futures and cash sales 

 

Revenue will not go up or down from this point 

 

Put this on at $7.90 and $8.00 and corn came in at $7.50 

 



Insurance Hedge Strategy 

• APH of 180 bushels 

• 80% Revenue Protecting 

• Guaranteed Bushels of 144 (amount that will 
hedge/sell futures against) 

• Current December contract price is $7.90 

• Actual Production is 100 bushels with limited 
forward cash sales 



Insurance Hedge Strategy 

$6.90 Oct. Futures Price 

• Crop Revenue: 100 bu x $6.90 = $690/acre 

• Ins. Indemnity: 44 bu x $6.90 = $304/acre 

• Futures Hedge: 144 bu x $1 = $144/acre 

 

• Revenue: $690 + $304 + $144 = $1,138/acre 



Insurance Hedge Strategy 

$8.90 Oct. Futures Price 

• Crop Revenue: 100 bu x $8.90 = $890/acre 

• Ins. Indemnity: 44 bu x $8.90 = $392/acre 

• Futures Hedge: 144 bu x -$1 = -$144/acre 

 

• Revenue: $890 + $392 - $144 = $1,138/acre 



Unrealized Indemnity Hedge 

 



 
Unrealized Indemnity Hedge 

 



Short-Term Harvest Price Hedge 

Sell Calls in Early October to hedge prices falling 

 

If price drops you will collect the premium from 
selling the calls to compensate the revenue lost  

 

If prices go up you will begin to lose the premium 
you collected from selling the calls but the Harvest 

Price will be higher 



Private Insurance Products 
Early Pricing 

 

• Creates opportunity for a higher Spring Price 
which will increase your Revenue Guarantee 

• Provides a way to protect year to year price drop 
• Producers gets the “higher of” 
• Approved by the RMA 
• Products not provided by all Underwriters 
• Buy Now Pay Later 

 
Another tool in the tool box 



Price Flex 

• Has $1 cap for corn; $2 cap for soybeans; $1.50 
for wheat and $.20 for cotton. 

• Available July through July 

• Sign up by the 20th of each month; post summer 
month bought by March 15th 

• Can make changes to insurance policy 

• Multi-month pricing discount 

• Compare them to an ATM Put at the “strike price” 

 

 

 

 



Multiple Price Discovery 

• Has $.50 cap for corn; $1 cap for soybeans 

• Locks in your MPCI policy 

• MPD5 – Nov, Dec, Jan, Feb, March (Nov 15) 

• MPD4 – Dec, Jan, Feb, March (Dec. 15) 

• Buy Now Pay Later 

• Less expensive than Price Flex 

 

 

 



 





2013 Revenue Insurance Comparisons 

Year/Coverage Level 2013/80 2013/80 PF 2013/85 2013/85 PF 

Actual production history  190 bu. 190 bu. 190 bu. 190 bu. 

152 bu. 152 bu. 161.5 bu. 161.5 bu. 

Price $5.65  $6.27  $5.65  $6.27  

Revenue Guarantee $858  $953  $912  $1012  

  9%    9%  

Variable & Land cost $830  $850  $846  $866  

Profit Per Acre  $28  $103  $66  $146  

        

Cost of production*  $ 4.36/bu. $4. 36/bu. $ 4.46/bu. $4.46 /bu. 

* Does not include machinery or family living expenses 





2014 Revenue Insurance Comparisons 

Year/Coverage Level 2014/80 2014/80 PF 2014/85 2014/85 PF 

Actual production history  190 bu. 190 bu. 190 bu. 190 bu. 

152 bu. 152 bu. 161.5 bu. 161.5 bu. 

Price $4.60  $5.24  $4.60  $5.24  

Revenue Guarantee $699  $796  $743  $846  

  12%    12%  

Variable & Land cost $768  $780  $784  $798  

Profit Per Acre -$69  $16  -$41  $48  

        

Cost of production*  $ 4.04/bu. $4. 04/bu. $ 4.14/bu. $ 4.14/bu. 

* Does not include machinery or family living expenses 



Marrying Marketing & Insurance 
 

 

 



 



 



 



 



 



 



Combine Insurance & Marketing 

 

• The combination of insurance and marketing is a 
powerful tool in creating a marketing plan that 
will help maximize the profitability of a farmer’s 
operation. 

 

• Monitoring your hedging together with crop 
insurance gives you a better understanding of 
your revenue/risk position throughout the year. 
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