
1

Un
de

rs
ta

nd
in

g 
H

ed
gi

ng
 in

 th
e 

Au
st

ra
lia

n 
C

at
tle

 M
ar

ke
t

Understanding 
Hedging in  
the Australian  
Cattle Market
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What is Hedging?
Hedging is a risk management strategy that protects cattle farmers against 
unfavorable price movements in the market. It helps secure your income even 
when market prices fall. 

Why is Hedging Important  
for Cattle Farmers? 

The Australian cattle market can be extremely volatile due to:

•    Unpredictable weather conditions

•    Changing supply and demand

•    Global market influences

•    Biosecurity incursions affecting market outcomes

Hedging gives you more financial stability and peace of mind by allowing you to 
lock in prices for future cattle sales.

How Does Hedging Work?
 
When you hedge, you’re essentially securing a fixed price today regardless  
of how the market moves later.  

Here's how it works: 
 
1. You arrange a contract to sell cattle at an agreed price in the future  
2. If market prices fall by the time you sell, your hedging contract protects  
     your income  
3. If market prices rise, your hedged portion won't benefit from the higher price, but 	
     your unhedged cattle can still take advantage of the improved market conditions

A Simple Example for Australian  
Cattle Farmers 
 
 
Meet John, a cattle farmer from Queensland: 

•    John plans to sell 100 feeder steers in July at around 420kg  
      liveweight each
•    Today's feeder steer price is $4.20/kg
•    John is concerned prices might drop by July

John's Hedging Strategy:
1. He decides to hedge 50% of his cattle (50 head of feeder steers) through  
    a swap contract at the current price 
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2. By July, two scenarios could occur:
 
Scenario 1: Market prices drop to $3.80/kg

•   For the 50 unhedged cattle: John receives the lower market price ($3.80/kg)  
•   For the 50 hedged cattle: John still effectively receives $4.20/kg through  
    the swap    
•   The swap provides a payment that offsets the price drop  
•   Result: John protects half of his income from the fall in market prices.* 

Scenario 2: Market prices rise to $4.60/kg
•   For the 50 unhedged cattle: John benefits from the higher market price  
    ($4.60/kg)  
•   For the 50 hedged cattle: John is committed to the $4.20/kg price through  
    the swap  
•   John makes a payment to settle the swap difference, but still comes out  
    ahead overall  
•   Result: While John doesn’t gain on the hedged cattle, he still benefits thanks  
    to the higher returns on his unhedged portion.*

*in a perfectly correlated market environment

Benefits of Hedging
 
 
•    �Price Security: Locks in a minimum price for your cattle, protecting against 

downside risk

•    �Better Financial Planning: Makes your income more predictable, locking  
in a margin

•    �Peace of Mind: Reduces stress from market volatility

•    �Flexible Options: Can hedge all or just a portion of your herd, based on  
your risk tolerance

•    �Strategic Sales: Can build your position over time with multiple hedges

Getting Started
 
To begin hedging, or have further discussions, contact Ripley Atkinson  
who specializes in livestock risk management at StoneX in Australia. StoneX  
can help assess your needs and set up swap contracts to support your  
pricing strategy.

Remember: While hedging protects against downside risk, it also limits potential 
gains on the hedged portion of your cattle.



4

Un
de

rs
ta

nd
in

g 
H

ed
gi

ng
 in

 th
e 

Au
st

ra
lia

n 
C

at
tle

 M
ar

ke
t

Contact us

StoneX Financial Pte. Ltd. (“SFP”) (Co. Reg. No 201130598R) is regulated
by the Monetary Authority of Singapore. SFP holds a Capital Markets
Services License for Dealing in Securities, Units in Collective Investment
Schemes, Exchange-Traded Derivatives Contracts, Over-the-Counter
Derivatives Contracts, and Spot Foreign Exchange Contracts for the
Purposes of Leveraged Foreign Exchange Trading, holds a license as a
Major Payment Institution for Cross-Border Money Transfer Services,
and is an Exempt Financial Advisor. StoneX APAC Pte. Ltd. (“SAP”)
(Co. Reg. No 200616676W) is regulated as a Dealer (PS20190001002)
under the Precious Stones and Precious Metals (Prevention of Money
Laundering and Terrorism Financing) Act 2019 for purposes of antimoney
laundering and countering the financing of terrorism. SAP is an
“Approved International Trading Company” authorized to act as a “Spot
Commodity Broker” under the Commodity Trading Act. StoneX Financial 
Pty Ltd (ACN 141 774 727) holds an Australian Financial Service License 
(AFSL: 345646) for Dealing in Securities, Exchange-Traded Derivatives 
Contracts, OTC Derivatives Contracts and Foreign Exchange Contracts, 
and is regulated by the Australian Securities and Investments 
Commission. SFP, SAP, and SFA are subsidiaries of StoneX Group Inc.

Information and material herein do not constitute any form of investment
advice nor an offer or solicitation to invest in any capital market products.

This information is intended for general circulation. It does not take
into account the specific investment objectives, financial situation, or
particular needs of any particular person. You should take into account
your specific investment objectives, financial situation or particular
needs before making a commitment to invest, including seeking advice
from an independent financial adviser regarding the suitability of the
investment, under a separate engagement, as you deem fit.

The information and material herein is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or resident
of or located in any locality, state, country or other jurisdiction where
such distribution, publication, availability or use would be contrary to law
or regulation.

No responsibility is accepted by StoneX Group Inc, or any of its
subsidiaries, for any loss or damage arising in any way (including due to
negligence) from anyone acting or refraining from acting as a result of
this information or material.

No part of this material may be copied, photocopied, or duplicated in any
form by any means or redistributed without the prior written consent of
StoneX Group Inc.

Ripley Atkinson 
Australian Livestock &  
Commodities Manager 

+61 427 417 803  
ripley.atkinson@stonex.com

Suite 42.01 264 George Street 
Sydney NSW 2000


