
DAIRY
LGM
LIVESTOCK 
GROSS MARGIN

LGM HAS MANY ADVANTAGES OVER 
TRADITIONAL OPTIONS

LGM protects margin components (price of milk 
and feed costs) in a single package. 

Producers can sign up for LGM for Dairy Cattle 12 
times per year and insure all the milk production 
they expect to market over a rolling 11-month 
insurance period. The producer does not have 
to decide on the combination of options to 
purchase, the strike price of the options, or the 
date of entry.

The LGM policy can be tailored to any size 
farm or dairy. Options cover fixed amounts 
of commodities and those amounts may be 
too large to be used in the risk management 
portfolio of some farms and dairies.
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WANT TO KNOW MORE?
For information about purchasing LGM or questions 
regarding LGM please contact ARMtech Insurance 
Services at 800.335.0120 or visit us on the web at 
www.armt.com.

EXPECTED GROSS MARGIN IS DETERMINED
The expected gross margin per month is the 
approved target marketings multiplied by the 
expected milk price for that month less the 
expected feed costs for that month. 

PRODUCER INPUTS TARGET MARKETINGS
The Producer’s Approved Target Marketings is the 
maximum amount of milk that may be stated as 
target marketings on the application.  Approved 
Target Marketings are certified by the producer 
and are subject to inspection by ARMtech. 

PRODUCER SELECTS COVERAGE LEVELS
The producer can select deductibles from $0 
to $2.00 per hundredweight of milk in $.10 
increments.

GROSS MARGIN GUARANTEE IS DETERMINED
The expected gross margin per month is the 
approved target marketings multiplied by the 
expected milk price for that month less the 
expected feed costs for that month. 

ACTUAL PRICES ARE DETERMINED
Actual prices are determined on the last three 
trading days before the expiration date of the 
applicable futures contract. Months without 
futures contracts use the average of the actual 
prices of surrounding months.

ACTUAL GROSS MARGIN IS CALCULATED
The actual total gross margin is the sum of 
the actual gross margins for each month of an 
insurance period.

INDEMNITY = GROSS MARGIN GUARANTEE - 
ACTUAL GROSS MARGIN
Indemnities to be paid will equal the difference 
between the gross margin guarantee and the 
actual total gross margin for the insurance period.

HOW IT WORKS

AVAILABILITY

Only milk sold for commercial or private 
sale primarily intended for final human 
consumption from dairy cattle fed in any of the 
48 contiguous states is eligible for coverage. 
There is no minimum  or maximum number of 
hundredweights a producer can insure. 

WHAT IS A LIVESTOCK GROSS MARGIN 
(LGM)  INSURANCE POLICY FOR DAIRY 
CATTLE ?

LGM provides protection against the loss of gross 
margin (market value of milk minus feed costs) on 
the milk produced from dairy cows.  The indemnity 
at the end of the 11-month insurance period is 
the difference, if positive, between the gross 
margin guarantee and the actual gross margin. 
The Livestock Gross Margin insurance policy for 
dairy cattle uses futures prices for corn, soybean 
meal, and milk to determine the expected gross 
margin and the actual gross margin. The price the 
producer receives at the local market is not used in 
these calculations.


