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More hedging...

Futures: $110

Client’s risk
Clunkonite price used 
for your contract

Spot T3: $?

You place forward contract to 
buy clunkonite at 

Futures T2: $110

T3

Spot: $?
Futures: $115

You place forward contract to 
sell clunkonite at 

Futures T3: $115

You purchase 
clunkonite at 

Spot T3: $Y

Cancel out 
your risk
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Option 5 - Call options

Another form of hedging. A call option gives you 
the right - but not the obligation - to purchase an 
amount of a commodity at a fixed price at a 
specified time in the future
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