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Why I Predicted Higher Prices Last Year

Friday Futures Prices in 2007/08



Production Gap Depleted Stocks

6
1
1

6
7
6

620

655

500

520

540

560

580

600

620

640

660

680

700

93/94 96/97 99/00 02/03 05/06 08/09

M
M

T

Production Use

Consumed More than Produced in 7 of 8 years



Drought and Other Production Problems

Australia 2 Years Running U.S. “Easter” Freeze



Rising Incomes Fueled Food Demand

Middle class in developing countries 

projected to increase 160% by 2020 vs. 

just 15% in developed countries

Developing Countries

Developed Countries

Source:  Global Insight’s Global Consumer Markets data as analyzed by OGA



Ethanol Demand Hurt Planted Acres

• U.S. Mandate:         

15 billion gallons 

from corn by 2015*

• Will require 136 

million metric tons 

of corn per year



Biotech for Corn, Soy…But Not for Wheat



And One I Underestimated…

Major exporters hoarding supplies 

to manage food inflation 



New Trading Range Ahead?

HRW Futures Prices September 1998 through 10 October 2008 

?



Wheat Prices Respond to Stocks

Ratio is 

still at very 

low levels



Competition for Acres



Compare Wheat ROI to Corn, Soybeans

2008 Crop Year (Sept. 07)
SRW Corn Soybeans

Toledo

Terminal 

$/Bu

$5.80 $3.25 $8.55

Gross/Acre $443 $578 $427

Expenses/

Acre

$202 $320 $191

Return to 

Land and 

Labor

$241 $258 $238

2009 Crop Year (Sept. 08)
SRW Corn Soybeans

Toledo

Terminal 

$/Bu

$6.34 $5.40 $10.99

New Crop 

Futures

$7.97

(July)

$5.96

(Dec)

$11.92

(Nov)

Gross/Acre $476 $891 $550

Expenses/

Acre

$327 $480 $273

Return to 

Land and 

Labor

$149 $411 $277

Sources: Jay Griffith, Wheat Producer/Ohio Wheat Growers Association



Return to Past Low Prices is Unsustainable

Source: USDA/ERS



The World at Night



Wheat Demand Growing

Trend in “other” importers denoted (          )



Game Changers



Financial Crisis Conflict

Crude Oil Prices Ug99



Weather

Fundamentals will ultimately drive the market



New Trading Range Ahead?

HRW Futures Prices September 1998 through 10 October 2008 

?



Opportunity for Buyers

• Prices are less than 

production cost

• U.S. origin freight rate 

spread narrowing

• An abundant crop of 

excellent quality

• Reliable supply

• Low prices not 

sustainable

• USW is here to help



Thank you!


