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Disclaimer

The trading of derivatives such as futures, options, and over-the-counter (OTC) products or “swaps” may not be suitable for all investors.
Derivatives trading involves substantial risk of loss, and you should fully understand those risks prior to trading. Past financial results are not
necessarily indicative of future performance. All references to futures and options on futures trading are made solely on behalf of the FCM
Division of StoneX Financial Inc., a member of the National Futures Association (“NFA”) and registered with the U.S. Commodity Futures Trading
Commission (“CFTC”) as a futures commission merchant. All references to and discussion of OTC products or swaps are made solely on behalf
of StoneX Markets, LLC (“SXM”), a member of the NFA and provisionally registered with the CFTC as a swap dealer. SXM'’s products are
designed only for individuals or firms who qualify under CFTC rules as an ‘Eligible Contract Participant’ (‘ECP”) and who have been accepted as
customers of SXM.

This material should be construed as the solicitation of trading strategies and/or services provided by the FCM Division of StoneX Financial Inc.,
or SXM, as noted in this presentation.

Neither the FCM Division of StoneX Financial Inc. nor SXM is responsible for any redistribution of this material by third parties or any trading
decisions taken by persons not intended to view this material. Information contained herein was obtained from sources believed to be reliable,
but is not guaranteed. These materials represent the opinions and viewpoints of the author, and do not necessarily reflect the opinions or
viewpoints of the FCM Division of StoneX Financial Inc. or SXM.

All forecasting statements made within this material represent the opinions of the author unless otherwise noted. Factual information believed to
reliable, was used to formulate these statements of opinion; but we cannot guarantee the accuracy and completeness of the information being
relied upon. Accordingly, these statements do not necessarily reflect the viewpoints employed by the FCM Division of StoneX Financial Inc. or
SXM. All forecasts of market conditions are inherently subjective and speculative, and actual results and subsequent forecasts may vary
significantly from these forecasts. No assurance or guarantee is made that these forecasts will be achieved. Any examples given are provided
for illustrative purposes only, and no representation is being made that any person will or is likely to achieve profits or losses similar to those
examples.

Reproduction or use in any format without authorization is forbidden. © Copyright 2021. All rights reserved.
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Sustainable Agriculture StoneX

Doing Whatever it Takes!

To Keep Your Business Viable For Future Generations
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PRICE RISK MANAGEMENT:
The Ultimate Form of Sustainability!




What is Volatility?

Measure of Your Market
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Monthly Historic Volatility - Live Cattle
January 2011 - September 2021
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Monthly Historic Volatility - Lean Hogs
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Monthly Historic Volatility - Heating Oil - Diesel
January 2011 - September 2021
Source: Bloomberg
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Monthly Historic Volatility - Canadian Dollar
January 2011 - September 2021

Source: Bloomberg
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Monthly Historic Volatility - 10 Year TNote Yield
January 2011 - September 2021
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Hedge

True Hedge Result = NET RESULT of the Two Market Positions
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Platforms for Risk Management StoneX
» Cash or physical market platform

» Spot market

» Physical market contracts

» Exchange-traded platform
» Futures
» Options

» Over-the-Counter (OTC) platform
» OTC swaps and options
» Similar to futures and options, but traded “off exchange”

» Insurance platform
» Livestock Risk Protection
» Federally Re-Insured



The OTC Marketplace StoneX

» Whatis an OTC?
» A financial contract traded bilaterally “off-exchange”

» Price references a specific futures contract or market-respected index price
» Financially-settled (no physical delivery)

» Settlement dates and volumes are specified when the contract originates

» Executed via registered Swap Dealers:
» StoneX Markets (SXM)



OTC Products StoneX

> Swaps
» Financial contracts that reference a specific futures contract or market-respected index price.
» A futures “look-alike”.

» Examples would include Interest Rate swaps, DOE Diesel swaps, Pork Cutout swaps, etc.

» Options
» Like exchange-traded options, but more flexibility
» Asian options
» Short Dated options

» Structured Products
» Typically comprised of a combination of exchange-traded futures and options, OTC swaps, and/or OTC options.
» Customized to fit the unique risk profile of a customer.



Fed Cattle Swaps

Offer cattle producers swaps on their state’s fed cattle market.
— Allows producers to mitigate basis risk as well as futures risk

Swaps are offered by state — TX, KS, NE

Swaps settle vs the USDA’s weekly weighted average price for that state.

— Released Monday the following week with trade volumes and weighted average
fed cattle prices by state
* Texas Fed Cattle  USDA report LM_CT156
* Kansas Fed Cattle USDA report LM_CT157
* Nebraska Fed Cattle USDA report LM_CT158

No standardized contract size.

StoneX



Fed Cattle Swaps StoneX

Price, volume, and settlement dates to be negotiated up front.

Swaps are established with a two-week settlement timeframe.
— For example: “Pricing Period: Week of August 5 or August 12”

— Client must then notify StoneX on or before the Friday prior to the desired
settlement week

Credits and debits will be cash settled at the end of the
transaction.



Beef Risk Management StoneX

» U.S. Fresh 90%, 85%, 65%, 50% lean trimmings
» And custom blends of these

» Settlement to USDA report LM_XB460 “National Weekly Boneless Processing Beef and Beef Trimmings —
Negotiated Sales”

» Participating parties — U.S. and International
» Livestock producers
»Meat processors, grinders, and further processors
»End users / Restaurants
»Speculative market makers
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LRP
Livestock Risk Protection
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LRP - Fed Cattle

- Federally-reinsured livestock product that provides single peril risk
protection against the decline in fed cattle price over the insurance
period.

- Select from a variety of coverage levels and insurance periods to
match the time the fed cattle would normally be marketed.

- Insurance may be purchased throughout the year. Premium rates,
coverage prices, and actual ending values are posted online daily.

- LRP does not insure against death, loss, or poor performance. At
the end of the insurance period, if the actual ending value is below
the coverage price, an indemnity would be paid for the difference.



Availability

Ownership of insured cattle must be certified by the producer and may be

subject to inspection and verification by Insurance Company.

* Available in all counties in all 50 states.

* Coverage may be purchased after the price guarantee is posted to the RMA
site and before 9:00 a.m. CT of the following day.

e Coverage starts the day you buy a SCE and RMA approves the purchase.

New for 2023

* Producers can insure up to 12,000 head per SCE with a limit of 25,000 head
per crop year.

* Increased weight limits for insurable livestock 1,000 #s - 1,600 #s.

* Modified the provisions defining Covered Livestock regarding ownership

requirements, insurability and documents required for verification to receive
an indemnity

StoneX



StoneX
Recent Updates

* Increased head limits (see above).

* Modified the livestock ownership requirement to 60 days.

* Premium may be paid at the end of the endorsement period (billing dates
per the actuarials).

* Additional subsidies for US military veterans

Insurable Livestock

The steers and heifers are:

* Expected to grade select or higher

* Expected to have avyield grade of 1 to 3

* Expected to weigh 10 to 16 cwt (live weight)



PREMIUM SUBSIDY COVERAGE PRICES &011@2
35% for 95 - 100% Coverage Level Between 70% and 100% of the expected ending value
40% for 90 - 94.99% Coverage Level

45% for 85 - 89.99% Coverage Level

50% for 80 - 84.99% Coverage Level

55% for 70 - 79.99% Coverage Level

(Premium is due at the end of the

endorsement period.)

INSURANCE PERIODS SALES PERIOD
Length available per SCE (in weeks) While an application can be completed at any time,
13,17, 21, 26, 30, 34, 39, 43,47, 52 insurance does not attach until a SCE is purchased and

approved by the RMA. Multiple endorsements may be
purchased using a single application



By the Numbers
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Insured chooses Commodity, Endorsement Length and Coverage Price.

COMMODITY Fed Cattle
TYPE Steers & Heifers
ENDORSEMENT LENGTH 30
NUMBER OF HEAD 100
TARGET WEIGHT! 12.50
COVERAGE PRICE $115.15
INSURED VALUE? $143,938.00
PREMIUM RATE 0.067955
TOTAL PREMIUM? $9,781.00
SUBSIDY* $3,423.00
PRODUCER PREMIUM?® $ 6,358.00
S/CWT $5.09
$ /HEAD $ 63.58

* Target Weight is the average weight in cwts the insured
thinks the animals will be at the end of the coverage period
(10 - 16 cwts).

* Insured Value = Number of Head x Target Weight x Coverage
Price

* Total Premium = Insured Value x Premium Rate (Each
Coverage Price has its own Premium Rate)

e Assuming a 95-100% Coverage level, Premium Subsidy =
35%

* Producer Premium = Total Premium - Subsidy



LOSS/INDEMNITY '

COMMODITY Fed Cattle
TYPE Steers & Heifers
ENDORSEMENT LENGTH 30
NUMBER OF HEAD 100
TARGET WEIGHT 12.50
COVERAGE PRICE §$ 115.15 .
1 ACTUAL ENDING VALUE $109.10
2INDEMNITY $ 7,563.00
$/CWT $ 6.05
S /HEAD S 75.63
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Actual Ending Value for the day in which the coverage ends
and is the price of fed cattle as calculated by the Agricultural
Marketing Service (AMS) in a report titled the “5 Area
Weekly Weighted Average Direct Slaughter Cattle.” The price
series is the Live Basis Sales, Steers, “35 - 65% Choice”
category.

Indemnity is due if the actual ending value is less than the
producer chosen coverage price. Indemnity is calculated by
taking the difference between the Actual Ending Value and
the Coverage Price (Coverage Price - Actual Ending Value)
times the Number of Head insured and the Target Weight.



FEEDER CATTLE StoneX

Recent Updates

* Increased head limits (see above).

* Modified the livestock ownership requirement to 60 days.

* Premium may be paid at the end of the endorsement period (billing dates
per the actuarials).

Insurable Livestock

Available weight levels include:

Less than 6 cwt Between 6 - 10 cwt

e Steers e Predominately Dairy e Steers

e Bulls e Unborn Steers and Heifers e Heifers

e Heifers e Unborn Dairy e Predominately Brahman
e Predominately Brahman e Unborn Brahman e Predominately Dairy



LOSS/INDEMNITY ’

COMMODITY Feeder Cattle
TYPE Steers Weight 2
ENDORSEMENT LENGTH 13
NUMBER OF HEAD 100
TARGET WEIGHT 7.5
COVERAGE PRICE S 140.55
ACTUAL ENDING VALUE! $134.35
INDEMNITY? $ 4,650.00
$/CWT $6.20
S / HEAD S 46.50

Stone}g

Actual Ending Value for the day in which the coverage
ends and is the weighted average price of feeder
cattle as calculated by the CME for the Cash-Settled
Commodity Index Prices.

Indemnity is due if the actual ending value is less than
the producer chosen coverage price. Indemnity is
calculated by taking the difference between the Actual
Ending Value and the Coverage Price (Coverage Price -
Actual Ending Value) times the Number of Head
insured and the Target Weight.
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RISK MANAGEMENT




Cutout in Cents per Pound
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USDA Choice Beef Cutout vs CME Live Cattle Futures — == StoneX
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For Information & Assistance StoneX

( _ _ )
Regional Director

StoneX Financial Inc.
FCM Division

Telephone: 816-410-3322

Email: Ryan.Turner@StoneX.com

Thank You!



