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Summary 
 

• Grain prices moved 18.89% higher in Q1 2022  

• Inflation and war in Europe’s breadbasket turbocharged gains 

• CBOT wheat leads the sector higher with an over 30% gain 

• Over 20% gains in corn and soybeans 

• The 2022 crop year in the US begins with farmers’ hands tied behind their backs 
 
The grain sector posted the eighth consecutive quarterly gain in Q1 2022. The grain 
markets feed the world, and as we head into Q2, there will be more mouths to feed. The 
path of least resistance for all agricultural markets is always a function of the weather 
conditions in the top growing areas. Q1 2022 was the growing season and heart of the 
crop year south of the equator. The trend from the second half of 2020 through the end 
of 2021 was higher. The bullish price action continued into Q1 2022 as the leading grain 
and oilseed futures markets exploded higher.  
 
People require nutrition. The potential for higher prices is always a function of supplies 
that depend on the farmers and workers that produce crops and favorable weather 
conditions in the northern hemisphere. While prices moved considerably higher since 
2020, farmers are paying a lot more for inputs like fertilizers, farm equipment, labor, 
financing, and energy. Higher prices and higher input costs have not helped producers 
all that much. Moreover, those who lease land for farming have seen rents increase, 
making profitable farming a challenge. 
 
On February 24, 2022, Russia invaded Ukraine. Weeks before the 2022 planting season 
in Europe’s breadbasket, fertile acreage became mine and battlefields. Russia and 
Ukraine export one-third of the world’s wheat and produce corn, barley, and other 
agricultural commodities. The Black Sea Ports are critical logistical hubs. Grain prices 
soared as the world fears supply shortages. Moreover, sanctions and retaliatory 
measures caused Russia to “temporarily” ban fertilizer exports, with severe 
consequences for US and global farmers as we head into the 2022 crop year. Fertilizer 
prices have already soared, but availability may now be the problem. I reached out to Sal 
Gilberte, the Teucrium Family of Grain ETF products founder, for his take on the impact 
of the war on the grain markets. Sal told me: 
 
As for the current situation, the historic price action in wheat markets this week was 
shocking, but when you have a vital food crop like wheat experiencing a major supply 
disruption of unknown duration, I guess nothing should be too much of a surprise. It 
looks like all classes of investors have finally awakened to the importance of grains as an 
asset class; it’s unfortunate that it’s taken this horrible Black Sea war to get everyone’s 
attention.  
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Investors who were astute enough to layer grains into their portfolios prior to a year or 
two ago have certainly reaped immense benefits from both a diversification and price 
appreciation perspective, and traders are pretty active right now in the current volatile 
environment. We at Teucrium are happy that our decade long efforts at providing highly 
liquid exchange traded products through which investors and traders of all kinds can 
participate in the grain markets are finally being recognized via the increased use of our 
family of agricultural funds. 
  
As for the markets, I suspect we are close to pricing in the limited availability of the 
current (already harvested but not yet exported) crop in Russia/Ukraine, what the 
markets will need to do next is price in the potential impact of the fate of the current 
crop now asleep in war-torn fields. Most of the wheat in Russia/Ukraine is winter wheat 
which means it’s already planted and it will grow – war or no war – when the spring 
arrives. What is truly at stake over the next 4-8 months is whether or not there will be 
an effective enough harvest combined with the ability to export that harvest. Layer in 
the fact that the entirety of the coming year’s Ukraine corn crop is in jeopardy, and you 
have an environment in which uncertainty will rule the day – the only thing we know for 
sure is that the future of grain prices will take quite some time to be determined from 
here. 
 
A composite of the grain sector was down by 2.89% in 2016. The overall sector dropped 
by 14.48% in 2015 after falling 12.18% in 2014. In 2017, the sector posted a 6.03% gain 
despite bumper crops. In 2018, the overall grain sector moved 3.63% higher. In 2019, 
the sector posted an 11.50% gain. In 2020, grain prices gained 19.82%. In 2021, the 
sector moved 29.71% higher than at the end of 2020. In Q1 2022, grains added another 
18.89% gain.  
 
There were abundant supplies of agricultural commodities in 2018 and 2019 to feed the 
world, and while trade issues weighed on prices, the grain sector posted gains during 
both years. The gains reflected demographic trends. In Q1, the global population rose by 
over 20 million, according to the US Census Bureau. In 2000, two decades ago, six 
billion people inhabited our planet. Today, the number has grown by over 31.4% and 
continues to rise, making the demand side of the equation for food a continually 
expanding factor. Grains are essential food for people, and anything short of a bumper 
harvest around the world creates the potential for food shortages, and that danger rises 
each year. In 2021, the world consumed more food than it did in 2020 and less than it 
will require in 2022. Therefore, the demand side of the equation for the grain sector will 
continue to increase while supplies are a year-to-year affair. The weather is always the 
most critical factor in the path of least resistance for grain prices each year. The sector 
faced an atypical dynamic in international trade over the past years. In 2020, it dealt 
with a global pandemic and the deterioration of relations between the US and China. 
Supply chain issues and weather events could continue to influence prices in 2022. In 
2021, rising inflationary pressures pushed input prices higher, making higher producer 
prices a necessity. In 2022, inflation has become even worse and the first major war 
since WW II is raging in Europe’s breadbasket.  
 

https://www.census.gov/popclock/
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The United States is the world’s leading producer and exporter of corn and soybeans 
and a significant exporter of wheat to areas all over the globe. Throughout the second 
half of 2018 and 2019, international trade had become the most significant issue facing 
agricultural markets. On the 2016 campaign trail, President Trump pledged to level the 
playing field and renegotiate trade agreements to create more reciprocity and fairness. 
The former President preferred bilateral to multilateral trade agreements, and he began 
the process of renegotiating trade deals with partners around the world in 2018. 
 
When it comes to the Chinese, the former President slapped protectionist measures on 
China, and they retaliated with tariffs on US goods. Soybeans, corn, and other 
agricultural products were in China’s crosshairs on the back of the trade issue. China 
typically purchases one-quarter of the U.S. soybean crop each year. Tariffs caused those 
purchases to cease as China turned to Brazil and other producing nations. 
 
In Q1 2020, the outbreak of Coronavirus in China and the spread of the virus around the 
globe presented a unique and severe challenge. Not since the Spanish flu that killed over 
fifty million people in 1918-1920 has the world faced a pandemic with no vaccine or 
treatment on such a widespread scale. The impact of Coronavirus sent markets across 
all asset classes into a deflationary spiral. Governments and central banks around the 
world employed unprecedented amounts of monetary and fiscal stimulus to keep the 
global economy afloat while scientists and health professionals raced against the clock 
to save lives. The bull market in stocks was a victim of the virus that continued to spread 
infection and death around the world at the end of the first quarter of 2020. In Q2 and 
Q3 2020, stocks came roaring back on the back of the stimulus, but grain prices 
remained under pressure. In Q4 2020, Joe Biden won the presidential contest making 
Donald Trump a one-term president. 
 
President Biden became the forty-sixth President of the United States on January 20, 
2021. There is bipartisan agreement over issues surrounding relations with China. China 
has taken a far more aggressive approach to the relationship under the Biden 
administration. Tensions between the US and China remain high. China has been 
rebuilding its hog population after the 2019 outbreak of African Swine Fever. The 
demand for animal feed skyrocketed in late 2020 and 2021. Soybean meal is the primary 
ingredient in the feed.  
 
As COVID-19 continued to take a toll on Brazil, Argentina, and other countries south of 
the equator, bottlenecks at ports and other virus-associated issues stoked supply 
concerns in the agricultural futures markets.  
 
Relations between the US and China. In what was a watershed event at the opening 
ceremonies at the Beijing Winter Olympics, Russian President Putin and Chinese 
President Xi shook hands on a $117 billion trade packages and pledged “no-limits” 
support and cooperation. The meeting was on February 4, twenty days later, Russia 
invaded Ukraine, ushering in a new era and shattering the peace over the past decades. 
China’s plans for reunification with Taiwan could accelerate in the current environment. 
When it comes to the grain and oilseed futures markets, geopolitics has taken the center 
of the stage at the beginning of the 2022 crop year in the northern hemisphere.  
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Russia and Ukraine are critical suppliers, and China is the world’s leading consumer. 
Food is always a matter of national security. As we head into the planting season, 
inflation is pushing input costs sky-high, the war in Ukraine, sanctions, and retaliation, 
threaten supplies. A weather event that limits crops from other regions would only add 
to the disaster unfolding in the agricultural markets.  
 
Meanwhile, in August 2020, the US Federal Reserve told markets it is prepared to 
tolerate inflation above the 2% target rate. Together with a weak US dollar since March 
2020, the environment had been bullish for grain and oilseed prices. However, it lit a 
fuse that led to the highest inflation levels in four decades. The February CPI data 
showed that prices rose by 7.9%.  In Q4, President Biden nominated Chairman Powell 
for a second term. At the March FOMC meeting, the central bank lifted off from a zero 
percent Fed Funds Rate with a 25-basis point hike. The Fed is wishing they had acted in 
2021 as the war in Europe is preventing the hawkish rate hikes necessary to slow 
inflation. Moreover, even if the Fed becomes more aggressive, Russia and China’s 
position in commodity markets is pushing prices higher and monetary policy cannot 
counter the impact of the war and hostile environment between the world’s leading 
powers. Even if inflation recedes, real interest rates will remain negative over the 
coming years, which is bullish for commodity prices, and grains are no exception. 
Inflation is pushing up all input costs. War threatens supplies. Sanctions and retaliation 
interfere with prices and supplies. A weather event in 2022 could push agricultural 
commodity prices to the stratosphere, causing global food shortages and famine. 
 
As we head into Q2, the focus is on the US and northern hemisphere planting season. 
The grain sector moved 3.63% higher in 2018, even though the dollar index rose by 
4.26% that year. In 2019, the dollar index was 0.34%, with the grains up 11.50%. In 
2020, the dollar index fell 6.42%, and grain prices rose by nearly 20%. In 2021, the 
dollar index was 6.34% higher than at the end of 2020, and grains were over 29% 
higher, a sign of underlying strength in the commodities that feed and power the world. 
In Q1, the trend continued as the dollar index rose 2.89% and the grain sector moved 
18.89% higher.  
 
The fall in the dollar since March 2020 was a function of the narrowing interest rate gap 
between the US currency and the euro. As we head into Q2, US bonds have declined 
since the end of 2020, pushing interest rates higher and supporting the dollar’s value 
against the euro and other currencies. However, the decline in the bond market was 
because of rising inflationary pressures, which are inherently bullish for all 
commodities, and grains are no exception. Grains and other commodity prices tell us 
that all fiat currencies, including the US dollar, are losing value. Meanwhile, the rise in 
the dollar index reflects the decline in the euro currency. The war in Ukraine is bearish 
for the euro.  
 
Only oats futures prices declined over the first three months of 2022, while all other 
sector members posted impressive gains in Q1. Meanwhile, oats moved over 89% higher 
in 2021.  
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The iPath Series B Bloomberg Grains Subindex Total Return ETN product (JJG) moves 
higher and lower with grain prices. When these commodities are all in contango, 
meaning that deferred prices are higher than nearby prices, the ETN loses value as it 
rolls nearby futures to the next active month. Backwardation or deferred discounts can 
have the opposite impact on the JJG product. 
 

  

https://seekingalpha.com/symbol/JJG
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Corn 
 
Corn was down just 0.36% in 2017. Corn dropped 9.63% in 2015 and 1.88% in 2016 and 
has been in a bear market since it traded to its all-time high at $8.4375 per bushel in 
2012. Corn moved 6.91% higher in 2018, 3.40% higher in 2019, and was 24.82% higher 
in 2020. Corn futures were 22.57% higher in 2021. In Q1 2022, the rally continued, with 
corn prices rising 26.21%. On March 31, the nearby corn futures contract was trading at 
$7.4875 per bushel for May delivery. 
 

 
 
Source: CQG 
 
As the weekly chart illustrates, technical resistance moved through the $4.6425 per 
bushel level, the high from June 2019. The next level on the upside stood at the April 
2014 $5.19 peak. Corn surpassed that level in January 2021 and rose to the highest price 
since October 2012, when it reached $7.75 per bushel in early May 2021. In Q1 2022, the 
price reached a higher high at $8.00 on the continuous futures contract. Long-term 
technical support stands at $4.8775, the early September 2021 low. At the end of Q1 
2022, the corn price was in a bullish trend. Price momentum and relative strength 
indicators on the weekly chart were near overbought territory and turning lower. On the 
monthly chart, it was above a neutral reading and rising. 
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Source: CQG 
 
As the quarterly chart highlights, corn has been making higher lows since July 2000, 
except for a marginal new low down to $3.01 in early 2016 and another test of the $3 
level in Q2 2020, but price action again rejected that low. In Q1 2020, the impact of 
Coronavirus weighed on the price of the grain as energy prices plunged; in Q2 2020, the 
decline in oil into negative territory and rise to the $40 per barrel level caused some 
volatility in the corn futures market, which recovered with the price of gasoline and 
ethanol. In Q3, corn moved steadily higher. In Q4 2020, the price exploded to the 
upside and followed through in Q1 and Q2 2021, posting its third and fourth straight 
quarterly gains. In Q3 2021, corn corrected to the downside. In Q4, the price rallied back 
to the $6 per bushel level, the highest price since 2013. In Q1 2022, the price of corn 
exploded on the back of rising inflation, crude oil’s move to over $100 per barrel, 
gasoline’s rally to a new all-time high, and the war in Ukraine that threatens supplies.  
 
In 2012, drought pushed the price of corn to an all-time high. In 2013, the corn crop 
created a surplus, and from 2014 through 2019, we have seen more of the same. 2020 
was shaping up to be another year of substantial supplies, but the price broke out to the 
upside in Q1 2021 and reached a multi-year high in early May before correcting to below 
the $5.50 per bushel level at the end of Q3. Over the final three months of 2021, corn 
made a comeback in the wake of the 2021 US harvest season. In Q1 2022, corn exploded 
higher and moved above the 2021 high, threatening to challenge the 2012 record peak. 
Open interest in CBOT corn futures moved from 1.515 million contract level at the end 
of the fourth quarter to 1.533 million at the end of Q1, 18,000 contracts higher than it 
was at the end of Q4 2021. In early June 2018, the metric rose to a new record high at 
around 2.0 million contracts.  
 
 
 



Grains & Meats Q1 Overview/Q2 Outlook 2022     

 

9 

Meanwhile, crude oil prices tanked in early 2020 on a combination of demand 
destruction caused by Coronavirus and a decision by OPEC and Russia to flood the 
market with the energy commodity. In Q2 2020, nearby NYMEX oil futures fell into 
negative territory for the first time in history on April 20. Nearby corn futures fell to the 
low at just above $3 per bushel as oil reached its bottom. Crude oil and gasoline 
consolidated during Q3 2020, which provided some stability to the markets. In Q4 2020 
through Q1 2022. Over the first three months of 2022, Russia’s invasion of Ukraine 
caused crude oil to rise to the highest price since 2008, and gasoline moved to a new all-
time high. Corn is the primary ingredient in ethanol in the United States, which 
provides support for the grain. Nearby ethanol swaps settled at $2.3850 per gallon level 
at the end of Q1 2022. Ethanol futures rose by 5.07% in Q1 after moving 58.41% higher 
in 2021. The shift from traditional fossil fuels to biofuels supports corn prices as it 
increases the demand for the coarse grain. The explosive move in oil and gasoline 
pushed corn higher. Moreover, Ukraine is a significant corn producer. The war turned 
acreage into mine and battlefields in Q1 as the 2022 crop year was getting underway, 
threatening supplies.  
 

 
 
Source: CBOT/BarChart 
 
Corn was in backwardation from May 2022 out to December 2022. From December 
2022 through May 2023, the curve is in a slight contango, then shifts back mostly into 
backwardation from May 2023 through December 2025 with progressively lower 
deferred prices.  
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Technical resistance for corn futures is at the $8.00 per bushel level, which was the high 
in Q1 2022, with support at $5.8525 on the weekly chart, which was the mid-January 
2022 low. Since the U.S. is the world’s largest producer of corn, the grain is the primary 
ingredient in US ethanol, and the price of the biofuel can influence demand for corn. 
Corn rose 26.21% in Q1, and ethanol was 5.07% higher during the first three months of 
2022. 
 
The price spread between nearby gasoline and ethanol futures closed 2017 at 44.18 
cents, with gasoline trading at a significant premium to ethanol. At the end of 2018, the 
spread was at just a 3.81 cents premium for gasoline. In 2019, the spread was at 31.55 
cents, 27.74 cents higher than at the end of 2018. In 2020, gasoline moved to a 2.29 
discount to ethanol, as the discount dropped 33.84 cents lower than at the end of 2019. 
In 2021, ethanol was 4.54 cents higher than gasoline at the end of Q4, as the volatile 
spread again flipped, moving 6.83 cents in favor of ethanol. In Q1, the explosive move in 
gasoline sent the spread to a 76.59 cents premium for gasoline, 83.42 cents higher than 
at the end of 2021. 
 
The most recent March WASDE report from the USDA indicated that US and global 
inventories fell from the previous month: 
 
This month’s 2021/22 U.S. corn supply and use outlook is for increased food, seed, and 
industrial use, larger exports, and smaller stocks relative to last month. Corn used for 
ethanol is raised 25 million bushels to 5.350 billion, based on data through January 
from the Grain Crushings and Co-Products Production report and weekly ethanol 
production data as reported by the Energy Information Administration for the month of 
February. Exports are raised 75 million bushels to 2.500 billion, reflecting expectations 
of sharply lower exports from Ukraine. The projected season-average farm price is 
raised 20 cents to $5.65 per bushel. Global coarse grain production for 2021/22 is 
forecast 1.5 million tons higher to 1,498.9 million. This month’s foreign coarse grain 
outlook is for larger production, lower trade, and greater ending stocks relative to last 
month. Foreign corn production is forecast modestly higher with increases for India and 
Russia that are partly offset by declines for Argentina and South Africa. India corn 
production is higher with increases to both area and yield. Argentina corn production is 
lowered as higher indicated area is more than offset by a reduction in yield. South Africa 
corn production is down reflecting lower yield prospects. Corn exports are raised for the 
United States and India but reduced for Ukraine. Imports are lowered for Egypt, 
Algeria, Turkey, Israel, India, and Bangladesh. Barley exports are raised for Australia 
and Canada but reduced for Ukraine. Foreign corn ending stocks are higher, mostly 
reflecting increases for Ukraine, India, and Russia that are partly offset by reductions for 
Argentina, South Africa, and Bangladesh. Global corn ending stocks, at 301.0 million 
tons, are down 1.3 million from last month.  
 
Source: USDA March WASDE report 
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Corn prices will follow the events in Ukraine as the war will impact global supplies. The 
path of least resistance for the price of corn during the coming weeks and months will 
depend on the war in Europe, the price action in the energy sector, and the weather in 
the northern hemisphere during the planting and growing seasons for the 2022 crop. In 
Q2, the focus typically shifts to the uncertainty of the 2022 US crop, which tends to 
cause price variance to increase. However, the war in Europe is the primary concern for 
global supplies. On April 1, the price corrected lower.  
 
Meanwhile, increasing population means the world depends on more output each year. 
Trade considerations, sanctions, and volatility in energy markets will cause volatility in 
the corn futures market over the coming months. Corn is going into the 2022 crop year 
in a bullish trend and could move to a new all-time high. Mother Nature in growing 
areas is usually the most significant factor for the price of the coarse grain. The war 
trumps the weather over the coming weeks and months. We could see lots of volatility in 
corn in Q2 and the rest of 2022. I remain cautiously bullish on corn going into Q2.  
 
Aside from all other issues, rising inflation impacts corn’s price as input prices have 
risen to levels that command higher prices for farmers to break even. Russia temporarily 
banned fertilizer exports, which will push sky-high prices even higher, and cause 
availability problems. The risk of corrections has increased with the price of the coarse 
grain. Any whiff of drought conditions in 2022 could cause corn to explode and rise 
much higher into record territory. Corn continued to trend higher at the end of Q1 2022. 
Crude oil at around the $100 per barrel level and gasoline well above $3 are bullish for 
corn. Any weather event that weighs on supplies could send the price into the 
stratosphere. 
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Soybeans 
 
Soybeans moved higher by 14.54% in 2016 but were 14.64% lower in 2015. In 2014, 
soybeans fell by 20.94%. In 2017, the price of soybean futures fell 4.49%. In 2018, they 
moved 7.28% lower for the year. In 2019, the oilseed future moved 6.86% higher. In 
2020, the oilseed futures gained 39.48%, and in 2021 they edged only 1.03% higher after 
experiencing high volatility. In Q1 2022, soybeans posted a 21.79% gain. Soybeans 
traded in a range of $13.3200 to $17.6500 per bushel in Q1, with the high coming in late 
February and the low during the first week of January. Nearby soybean futures settled 
on March 31, at $16.1825 per bushel with beans in the middle teens. 
 

 
 
Source: CQG 
 
As the daily chart shows, May soybean futures rose steadily until late February, when 
they rose to a multi-year high. The soybean futures consolidated around the $17 per 
bushel level throughout March. At the end of Q1, short-term price momentum and 
relative strength indicators were below neutral readings and falling. The May contract 
slipped below the $16 level on April 1.  
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Source: CQG 
 
The weekly chart shows that the overbought condition at the end of the third quarter of 
2020 continued through Q4 2020 and Q1 2021 until they dropped to an oversold 
condition at the end of Q3 2021. They crossed higher and were back at overbought 
readings at the end of Q4 2021 and Q1 2022 but were turning lower on March 31. The 
monthly chart was above neutral territory as we head into Q2. 
 

 
 
Source: CQG 
 
Meanwhile, the quarterly chart was above a neutral reading at the end of Q1. 
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Open interest in soybean futures moved higher from 631,184 contracts at the end of Q4 
2021 to 761,427 contracts at the end of Q1 2022, an increase of 130,243 contracts, or 
20.63% over the last three months. During Q4 2020, the metric reached a record high of 
1,050,780 contracts. The rise in Q1 likely came as producers and consumers hedged for 
the 2022 crop year, and speculators took advantage of the bullish trend. Increasing open 
interest and rising price typically validates a bullish trend in a futures market.  
 
The previous US administration’s "phase one" trade deal was bullish for soybeans, but 
the virus pushed the price lower. The US is the world's largest producer and exporter of 
soybeans. China purchased around one-quarter of the annual crop from the US in the 
past, which is why tariffs had been bearish for the price of soybean futures in 2018 and 
in May and August when the trade dispute escalated. The soybean futures market had 
been a proxy for the ups and downs of the trade war since mid-2018. Meanwhile, as 
Coronavirus spreads around the world, it caused labor shortages, rising input prices, 
and bottlenecks in South American ports.  
 
The all-time high in the soybean futures market was at $17.9475 in 2012. In Q1 2022, 
the beans rose to $17.65 per bushel. Meanwhile, soybean oil futures reached a record 
high in Q1 2022 at 83.54. Soybean meal reached $525.40 per ton in Q1. The record peak 
in meal futures was in 2012 at $554.40 per ton. Soybean oil outperformed the raw 
oilseed in Q1, while meal unperformed.  
 
Crushing soybeans create two products, soybean meal, and soybean oil. The meal was 
18.39% higher in 2016 and fell by only 0.10% in 2017. Meal dropped 2.03% in 2018, and 
soybean meal was 2.07% lower in 2019. Meal exploded 43.18% higher in 2020. In 2021, 
soybean meal fell 4.12%. In Q1 2022, the meal gained 13.55% and was at $467.50 per 
ton on March 31, 2021. 
 
Soybean oil was up 12.67% in 2016, but it moved 3.89% lower in 2017. Soybean oil 
declined by 16.72% in 2018 and was 25.19% higher in 2019. The price of soybean oil 
futures gained 22.93% in 2020. In 2021, soybean oil rose 32.78%. Demand for biodiesel 
and cooking oil continued to push the price higher in Q1 2022 as it rose 24.23% over the 
three months. Soybean oil settled at 69.94 cents on March 31.   
 
The economics of crushing beans into products rose, which typically supports the 
margins for companies like Archer Daniels Midland (NYSE: ADM). ADM shares rose in 
Q3 and Q4 2020, Q1, and Q2 2021. In Q3, ADM shares were steady to slightly lower, but 
in Q4 2021, they moved higher. In Q1 2022, ADM shares moved higher to a new record 
peak. ADM shares rallied from $67.59 at the end of Q4 2021 to $90.26 per share on 
March 31, 2022, a 33.54% gain. The stock reached a high of $93.50 on March 25. 
 

https://seekingalpha.com/symbol/ADM
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Source: CQG 
 
The monthly chart of the synthetic soybean crush spread shows that the processing 
margin for refining the oilseed into products moved higher from $1.6050 at the end of 
Q4 2021 to $1.7950 at the end of Q1 2022 as the products outperformed the raw oilseed 
futures thanks to soybean oil’s gain. The rise in the crush spread supports ADM 
earnings along with the other agricultural processing companies, including Bunge (BG), 
Cargill, and Louis Dreyfus. BG shares rose from $93.36 at the end of Q4 2021 to $110.81 
per share at the end of Q1 2021, a 18.69% increase for the quarter.  
 
The term structure in the soybean market reflects concerns over tight supplies. 
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Source: CBOT/BarChart 
 
The forward curve in beans is backwardation from May 2022 through November 2023, 
which implies tight supplies. The curve moves into a slight contango from November 
2023 through January 2024, with a backwardation from January 2024 through 
November 2025. The forward curve indicates a continuation of supply concerns for the 
coming years. 
 
Support for soybean futures on the weekly chart is at the mid-February 2022 low at 
$15.4225 per bushel. Technical resistance is at $17.65, the February 2022 high on the 
weekly chart. As of the end of Q1, soybeans were consolidating with a potential to 
challenge the 2012 record high at $17.9475 per bushel. However, the price dropped 
below the $16 level on April 1.  
 
The latest March WASDE report from the USDA reflects lower US and global ending 
stocks than the February report. The WASDE told the soybean market: 
 
U.S. soybean supply and use changes for 2021/22 include higher exports and lower 
ending stocks compared with last month’s report. Soybean exports are raised 40 million 
bushels to 2.09 billion with lower production and reduced exports for South America. 
Soybean ending stocks are projected at 285 million bushels, down 40 million from last 
month. With rising soybean oil prices, soybean oil used for biofuel is reduced this 
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month. Soybean oil exports are raised in response to reduced global sunflowerseed oil 
trade and tighter global vegetable oil supplies. Soybean and product prices are all raised 
this month. The U.S. season-average soybean price for 2021/22 is forecast at $13.25 per 
bushel, up 25 cents. The soybean meal price is forecast at $420 per short ton, up 10 
dollars. The soybean oil price is raised 2 cents to 68.0 cents per pound. Global 2021/22 
soybean supply and demand forecasts include lower production, crush, exports, and 
stocks. Global soybean production is reduced 10.1 million tons to 353.8 million. Brazil’s 
crop is lowered 7.0 million tons to 127 million, Argentina is lowered 1.5 million tons to 
43.5 million, Paraguay is lowered 1.0 million tons to 5.3 million, and Uruguay is lowered 
0.6 million to 2.0 million. While global soybean crush is lowered 5.0 million tons on a 
slowerthan-expected crush pace for China and lower South American supplies, 
sunflowerseed crush is reduced another 2.2 million mainly for Ukraine. Major markets 
impacted by lower Ukrainian sunflowerseed crush and product exports include India 
and the EU. Lower sunflower product supplies in these markets are partly offset by 
higher soybean oil imports for India and rapeseed imports for the EU. Tighter oilseed 
supplies and high oilseed meal and vegetable oil prices reduce forecasts for global 
demand growth. Global 2021/22 soybean trade is reduced 6.4 million tons to 158.6 
million, with lower exports for South America that are partly offset by higher U.S. 
exports. Imports for China are reduced 3 million tons to 94 million. Other markets with 
lower imports include Russia, Bangladesh, Egypt, the EU, Pakistan, Argentina, and 
Belarus. Global soybean stocks are lowered 2.9 million tons to 90.0 million, the lowest 
level since 2015/16. 
  
Source: USDA March WASDE report 
 
The report was bullish for soybean futures, given the change from the prior months. 
Trade with China, the weather in the northern hemisphere, the dollar, energy prices, 
and the war in Ukraine will dictate the path of the price of soybean futures in Q2 2022. 
Chinese demand is a critical factor on the fundamental equation’s demand side over the 
coming months and years. As with corn, the risk of a correction will rise with the 
oilseed’s price. The weather in the US will be a critical factor for the beans over the 2022 
planting and growing seasons over the coming months. 
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Wheat 
 
In 2015 CBOT (soft red winter) wheat declined by 20.31%. It was 13.19% lower in 2016. 
In 2017 wheat finished the year with a 4.66% gain and was 17.86% higher in 2018 and 
moved 11.03% to the upside in 2019. In 2020, CBOT wheat rose by 14.63%. In 2021, 
CBOT wheat futures moved 20.34% higher. In Q1 2022, the price exploded 30.52% 
higher and traded in a range from $7.3550 to $13.6350 per bushel, with a new all-time 
high coming in March after Russia invaded Ukraine. Russia and Ukraine export one-
third of the world’s annual wheat requirements. With acreage in Ukraine now mine and 
battlefields, the potential for severe wheat shortages is a clear and present danger in 
2022.  
 

 
 
Source: CQG 
 
As the daily chart of the CBOT May wheat futures contract highlights, the price exploded 
in late February and March and rose to a new record high, surpassing the 2008 previous 
high at $13.3450 per bushel. May CBOT wheat futures were below neutral territory on 
March 31, 2021, after correcting from the March 8 all-time high. Nearby CBOT wheat 
futures were trading at $10.06 per bushel on the final day of Q1 2022. They slipped 
below $10 on April 1.  
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Source: CQG 
 
Meanwhile, the weekly chart displays that price momentum and relative strength were 
at a neutral reading at the end of Q1 2022.  
 

 
 
Source: CQG 
 
The quarterly chart shows that wheat continues to trend higher with price momentum 
and relative strength indicators at overbought readings and crossing lower at the end of 
Q1 2022. Open interest in the most liquid wheat futures series of contracts moved lower 
from 353,764 at the end of Q4 2021 to 344,105 contracts at the end of Q1 2022, a decline 
of 9,659 contracts, or 2.73%.  
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Technical resistance is at the recent high at $13.6350 with support at $8.6325 per 
bushel, the November 2021 high. Wheat put in a bullish reversal on the monthly chart in 
the final month of 2020. While the US is the world’s leading corn and soybean producer 
and exporter, wheat output comes from countries worldwide. Russia and Ukraine are a 
dominant force in the wheat market.  
 
At the end of 2021, I wrote: 
 
“Russia could curtail wheat exports or impose high taxes as a political tool, which would 
be bullish for the price of the grain. Tensions between President Biden and President 
Putin could impact the wheat market. Moreover, issues surrounding Ukraine could set 
the stage for significant price volatility in the wheat futures arena over the coming 
months. Ukraine is a leading wheat producer, and the Black Sea ports are critical for 
wheat logistics.”  
 
Wheat supplies are on the center of the stage in the war in Ukraine and will cause supply 
shortages impacting the global food supply over the coming months and years. Nearby 
hard red winter wheat futures, traded on the Kansas City Board of Trade (KCBT), closed 
at $10.2975 per bushel on March 31, 2021, up 28.48% in Q1 after moving 32.81% higher 
in 2021. KCBT wheat was 24.18% higher in 2020. KCBT wheat was 0.56% lower in 2019 
after rising 14.4% in 2018. KCBT wheat fell 25.22% in 2015 and was down 10.67% in 
2016, but it rebounded by 2.09% higher in 2017. KCBT moved to a premium above the 
long-term norm against CBOT wheat during Q1, but the explosive move made the 
spread inconsequential.  
 
On March 31, at the end of Q1, the spread between CBOT and KCBT wheat was trading 
at a premium for KCBT wheat of 23.75 as it moved 7.0 cents lower in Q1. The long-term 
average for the spread is a 20-30 cents premium for KCBT hard red winter wheat. At a 
23.75 cents premium, KCBT wheat is at the long-term average. The spread was volatile 
given the war in Ukraine and explosive move in all CBOT and KCBT wheat futures 
markets in Q1. Many US wheat consumers price requirements based on the KCBT wheat 
futures price. The world benchmark is the CBOT price. The war in Ukraine impacts 
worldwide supplies as wheat is a global commodity.  
 
Hard red spring wheat, traded on the Minneapolis Grain Exchange (MGE), closed at 
$10.7950 per bushel on the nearby futures contract and posted a 10.18% gain in Q1. 
MGE wheat was 63.50% higher in 2021 after moving 6.82% higher in 2020. MGE wheat 
was 2.19% higher in 2019, after dropping by 10.7% in 2018 after a 14.27% gain in 2017. 
MGE wheat was 9.07% higher in 2016 but declined by 20.7% in 2015. In 2021, drought 
conditions in the Pacific Northwest pushed MGE spring wheat to a high of $10.8650 per 
bushel level, the highest price since 2011. In Q1 2022, the May MGE futures rose to a 
high of $12.1175 per bushel, the highest price since 2008 when the MGE wheat reached 
its all-time peak at $25.00 per bushel. The war in Ukraine could make those levels 
possible.  
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The war in Ukraine lit a bullish fuse in the wheat futures market. The Arab Spring in 
2010 began as a series of bread riots in Tunisia and Egypt, causing political change to 
sweep across the Middle East and North Africa. Wheat prices rose to record highs in 
2008, causing shortages and sky-high prices. When governments cannot feed their 
people, confidence erodes, and upheaval causes leaders to lose control and power. The 
food supply and global peace are at stake, with the world benchmark CBOT wheat price 
rising to a record high in Q1 2022.  
 
The March WASDE reported higher US and global inventory levels than the February 
report: 
 
The 2021/22 U.S. wheat supply and demand outlook is for lower supplies, unchanged 
domestic use, reduced exports, and higher ending stocks. Supplies are lower because 
imports are reduced 5 million bushels, all for Hard Red Spring wheat, on a slower than-
expected pace. Exports are reduced 10 million bushels, down to 800 million, on weaker 
than expected sales and shipments for Hard Red Winter and Soft Red Winter. Projected 
2021/22 ending stocks are raised 5 million bushels to 653 million but are still 23 percent 
lower than last year. The season-average farm price (SAFP) is raised $0.20 per bushel to 
$7.50 on NASS prices reported to date and expectations for cash and futures prices the 
remainder of the marketing year (MY). Despite the recent sharp increases in futures and 
cash prices, a significant majority of U.S. wheat has already been marketed this MY, 
limiting the SAFP increase. The 2021/22 global outlook this month is for higher 
production, decreased trade and consumption, and larger ending stocks. Global output 
is raised mainly on an increase for Australia, where an updated ABARES estimate raised 
production 2.3 million tons to a record 36.3 million. World exports are lowered by 3.6 
million tons to 203.1 million, as decreases for Ukraine and Russia are only partly offset 
by increases for Australia and India. Exports are lowered for Ukraine by 4.0 million tons 
to 20.0 million, as the conflict in that country is expected to disrupt exports from the 
Black Sea region. Russia exports are reduced 3.0 million tons to 32.0 million as vessel 
transportation is expected to be constrained by the conflict and the imposition of 
economic sanctions. Partly offsetting these reductions are increases for 2021/22 
Australian and Indian exports, up 2.0 and 1.5 million tons respectively to 27.5 and 8.5 
million. Increased production and competitive prices are expected to boost exports in 
Australia to a record level. India’s robust export pace is expected to continue because of 
its ample stocks and rising global prices. Imports are lowered for many countries 
including Turkey, Egypt, the EU, Afghanistan, Algeria, Kenya, Pakistan, Tanzania, and 
Yemen based on reduced Black Sea wheat export availability and higher world prices. 
The 2021/22 global use forecast is lowered 0.8 million tons to 787.3 million, on slight 
decreases in many countries, including India, that more than offset increased feed and 
residual forecasts for Australia and Ukraine. Global ending stocks are raised 3.3 million 
tons to 281.5 million, as increased stocks in Russia and Ukraine are only partly offset by 
declines in Turkey, India, and the EU.  
 
Source: USDA March WASDE report 
 
The USDA qualified the March WASDE: 
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Russia’s recent military action in Ukraine significantly increased the uncertainty of 
agricultural supply and demand conditions in the region and globally. The March 
WASDE represents an initial assessment of the short-term impacts as a result of this 
action. 
 
Source: USDA March WASDE report 
 
Wheat will move higher and lower based on the war in Ukraine, but the conditions in 
the region threaten global supplies and could cause massive shortfalls as exports may 
grind to a halt.  
 

 
 
Source: CBOT/BarChart 
 
Wheat is in backwardation from May 2022 through July 2024. The wheat curve reflects 
severe supply concerns over the coming years. The tight condition likely reflects supply 
concerns from Russia and Ukraine over the coming months and years. Vladimir Putin 
has a leadership role in the world’s two most political commodities, wheat and crude oil. 
 
Demographics, when it comes to population growth, continue to put upward pressure 
on demand, and the world will need another year of a bumper wheat crop around the 
globe in 2022 to keep compensate from losses in Ukraine and Russia. The situation in 
the wheat market is dangerous at the end of Q1 2022.  
 
Oat futures rose 6.52% in Q1 2022 after rising 89.33% in 2021. Oats rallied 23.54% in 
2020. They rose 6.09% in 2019. Oats moved 14.2% higher in 2018. Nearby oat futures 
closed on March 31 at $7.2750 per bushel, making them the worst-performing grain in 
Q1 after being the best-performing gain in 2021. Oats are a critical ingredient in animal 
feed. Higher oat prices over the past years increase the costs of producing animal 
proteins. 
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Rice futures moved 9.43% higher in Q1 2022. In 2021, rough rice futures rose 15.29% 
after falling 3.39% lower in 2020, making it the only grain to post a loss last year. Rice 
moved 30.11% higher in 2019 after falling 13.57% in 2018. Nearby rough rice futures 
closed at $15.8550 on March 31. Rice tends to trade by appointment in the US futures 
market as the contracts lack liquidity. In the March WASDE report, the USDA told the 
rice market that US and global stocks increased from the previous month: 
 
The outlook for 2021/22 U.S. rice this month is for stable supplies, unchanged domestic 
use, reduced exports, and higher ending stocks. Exports are lowered by 1.0 million cwt 
to 86.0 million with the decline for medium- and short-grain on the continued weak 
pace of sales and shipments, particularly to the Middle East. Projected 2021/22 all rice 
ending stocks are 34.5 million cwt, up 1.0 million from last month but down 21 percent 
from last year. The projected 2021/22 all rice season-average farm price (SAFP) is $0.20 
per cwt higher at $15.90 per cwt. The long-grain SAFP is raised $0.50 per cwt to $14.00 
on expectations of elevated cash and futures prices for the remainder of the marketing 
year with higher projected U.S. wheat, corn, and soybean prices. However, the medium- 
and short-grain SAFP is reduced $0.50 per cwt to $21.60 on lower-than-expected NASS 
prices reported to date for California rice. The 2021/22 global outlook is for larger 
supplies, higher consumption, increased trade, and higher stocks. Rice supplies are 
raised 4.9 million tons to 701.6 million, mainly on higher production for India, which is 
projected at a record 129.0 million tons, up 4.0 million. This is based on the 
government’s Second Advanced Estimates of Production and a favorable and extended 
monsoon season. India’s 2020/21 production was also increased by 2.1 million tons to 
124.4 million on the final government estimate. Global 2021/22 consumption is 
increased 0.7 million tons to a record 511.1 million. World trade is 0.5 million tons 
higher at 51.3 million on greater exports by India and Thailand. India’s 2021/22 exports 
are forecast at 20.5 million tons, surpassing last year’s record 20.2 million. Projected 
2021/22 world ending stocks are raised 4.2 million tons to a record 190.5 million, 
primarily on increases for India and Thailand. India accounts for 22 percent of global 
stocks at 42.0 million tons.  
 
Source: USDA March WASDE report 
 
Grain prices are going into Q2 and the 2022 crop year after a wild period that took 
prices to multi-year and all-time highs.  
 
As I wrote at the end of Q3 2020: 
 
“the rallies in the leading grain and oilseed futures at the end of June could be the start 
of a recovery.”  
 
That recovery continued in Q4 2020 through Q2 2021, with prices reaching multi-year 
highs before correcting. Wheat and oat prices moved higher to multi-year peaks in Q3 
and Q4 2021, with oats trading to a new record high. In Q1 2022, the war in Ukraine 
caused substantial price appreciation. The pressure is on the US and other producing 
countries to grow crops as Europe’s breadbasket is a battlefield.  
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The weather in the northern hemisphere is now at the center of the stage at the 
beginning of Q2 2022 as the market moves into the planting season above the equator. 
Complicating matters, inflation has pushed all input prices higher. Farm equipment, 
fertilizers, energy, land lease rates, interest rates, and all other costs are driving the 
production cost of each bushel higher. Prices need to rise to keep pace with production 
costs, which is the price tag for inflation and the factor that makes the economic 
condition a vicious cycle of increasing prices. Inflation can be a challenging beast to 
tame, as the Fed and other central banks have discovered. Russia “temporarily” banned 
fertilizer exports which create shortages and is a disaster for the US and worldwide 
farmers.   
 
Meanwhile, the demand side of the fundamental equation continues to expand as it is a 
function of population growth.  
 
As I wrote at the at the end of the previous quarters: 
 
“Remember that the risk of a correction rises with prices.”  
 
Grain and oilseed prices are going into Q2 after explosive gains with the threat of global 
food shortages because of the first major war in Europe since World War II.  
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The Bottom Line: Outlook for Q2 2022 
 
Each year is a new adventure in the grain markets as Mother Nature is the ultimate 
arbiter of the path of least resistance for prices. We are now at the beginning of a new 
adventure in the agricultural commodity markets. This adventure is like no other, as the 
crop year begins with a war in Europe’s breadbasket. 
 
The one sure thing is that the demand for grains will rise as it is a function of 
demographics. The prices of most of the leading grain futures markets are going into Q2 
and the 2022 crop year after making new multi-year highs in 2021 and Q1 2022. The 
weather and the ability to transport grains around the globe in the face of a war are the 
crucial factors for prices. The US dollar weakened in 2020, which was supportive of 
prices. It strengthened in 2021, but prices still moved higher. In Q2, the dollar moved 
higher towards the 100 level on the dollar index, but inflation and geopolitical events 
pushed commodities higher. While the dollar moved higher against other world reserve 
currencies, the strength is a mirage as inflation took a substantial bite out of its 
purchasing power. 
 
Population growth supported higher lows for all agricultural commodities over the past 
years. Growing demand for food puts constant pressure on the supply side of the 
fundamental equation for grains. The issue for the 2022 crop year is supplies. A weather 
event could cause explosive rallies that take prices to record highs and cause severe and 
dangerous shortages.  
 
I am going into Q2 with a plan to follow trends using futures and the CORN, SOYB, and 
WEAT ETFs. My bias remains bullish going into the 2022 crop year, but that will not 
preclude short positions. Risk versus rewards is critical for success as markets are highly 
volatile. Volatility increases opportunities in the grain sector. I will be using a 1.5:1 
reward-risk ratio or higher as wide price variance requires broader horizons and lower 
leverage levels. Be careful in grains as we could see explosive and implosive price 
movement.  
 
The individual corn, soybean, and wheat ETFs offered by the Teucrium family of funds 
tend to do a good job replicating price action in the grain futures markets. However, 
when the forward curve is in contango, where deferred prices are higher than nearby 
prices, long positions in ETFs, futures, or options on futures reflect the cost of the term 
structure. If the prices do not move to the upside, and even if they remain static, many 
of the products lose value. However, backwardations do the opposite as rolls from one 
contract to the next yield positive returns.  
 
Given the volatility, the KCBT-CBOT spread could be highly volatile. I will look to trade 
the spread if it deviates substantially from the long-term average of a 20-30 cents 
premium for KCBT wheat. However, I will approach the spread with a risk-reward plan 
to control risk and enhance profits by using trailing stops when the spread moves in my 
favor.  
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The iPath Series B Bloomberg Grains Subindex Total Return ETN product (JJG) moves 
higher and lower with the price of grains. The fund summary for JJG states: 
 
The investment seeks return linked to the performance of the Bloomberg Grains 
Subindex Total Return. The ETN offers exposure to futures contracts and not direct 
exposure to the physical commodities. The index is composed of one or more futures 
contracts on the relevant commodity (the “index components”) and is intended to reflect 
the returns that are potentially available through (1) an unleveraged investment in those 
contracts plus (2) the rate of interest that could be earned on cash collateral invested in 
specified Treasury Bills. 
 
Source: Yahoo Finance 
 
The grain sector posted an 18.89% gain in Q1 2022. 
 

 
 
Source: BarChart 
 
As the chart of JJG illustrates, it moved from $66.25 at the end of Q4 to $82.37 at the 
end of Q1 2022, a gain of $16.12, or 24.33%. The ETN outperformed the gains in the 
grain sector in Q4. JJG reached a high of $98.50 on March 4 as grain prices exploded to 
highs. JJG has net assets of $27.378 million, trades an average of 27,027 shares each 
day, and charges an expense ratio of 0.45%.  

https://seekingalpha.com/symbol/JJG
https://www.barchart.com/etfs-funds/quotes/JJG/overview
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Net assets and average trading volume moved significantly higher with the price from 
the end of Q4 to the end of Q1 2022. JJG dropped with grain and oilseed futures prices 
on April 1. 
 
As I write at the end of the Q4 2020 report: 
 
“I believe that the long-term trend in this sector of the raw materials asset class that 
feeds the world is higher. More people, with more resources in the world, will continue 
to require nutrition to sustain their lives.” 
 
I will continue to trade with the trends at these price levels. The inflationary devaluation 
of the dollar and other fiat currencies has a long-term impact on the grain markets.  
 
In past quarterly reports, I wrote: 
 
“During the 2008 global financial crisis, the prices of wheat, soybeans, and corn all fell 
to lows before exploding to highs in 2012. While drought lifted the prices in 2012, the 
stimulus from central banks likely played a role in bullish grain markets. The levels of 
stimulus from central banks and governments in 2020 and 2021 were far higher than in 
2008, which could cause higher lows and higher highs in the agricultural products in the 
coming years. The Fed’s willingness to tolerate inflation higher than the 2% target rates 
is another bullish factor for all commodities. The central bank got a lot more than it 
bargained for in 2021 and was finally waking up to the devastating impact of the 
economic condition in late 2021.”  
 
The Fed is now increasing short-term rates, but it is too little too late. Meanwhile, the 
war in Europe is the main event for the grain sector as it is likely to lead to serious 
worldwide food shortages.  
 
Producing agricultural commodities has become a lot more expensive, which is bullish 
for price for the coming years. Bull markets rarely move in straight lines, and 
corrections can be brutal. However, the trends remain decidedly higher going into Q2 
2022. Moreover, as the world addresses climate change, the demand for biofuels is 
rising, which increases the demand side of corn and soybeans’ fundamental equations. 
Wheat is the world’s most political commodity, which is dangerous with the issues 
facing Europe’s breadbasket. Russia’s ban on fertilizer exports presents a severe 
situation for worldwide farmers and crops.  
 
Be careful in the grain sector over the coming weeks and months and expect the 
unexpected. Bull markets do not move in straight lines, and we are likely to see a 
continuation of the wild two-way price swings that have gripped the markets in 2021 
and Q1 2022. The weather is secondary to the war, but any drought or floods will only 
exacerbate supply problems for the 2022 crop year.  
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Meats - First Quarter Overview and Second 

Quarter Outlook 2022 
 

Summary 
 

• The composite of meat prices moved higher in Q1 as the market prepares for the 
2022 grilling season in late May 

• Feed and energy prices continue to underpin prices 

• Live cattle prices edged 0.23% lower in Q1 

• Feeder cattle slipped 3.28% in Q1 

• Lean hogs led the sector higher with a 24.88% gain in Q1 
 
The animal protein or meat sector moved 7.12% higher in Q1 as lean hogs led the way on 
the upside and caused the double-digit percentage gain. In 2021, the sector moved 
19.16% higher, after posting a 4.59% decline in 2020. The sector finished 2018 with a 
3.73% loss and moved 5.15% higher in 2019. Meats ended 2017 with an 8.39% gain after 
falling 8.80% in 2016. In the meat markets, results can be skewed by term structure 
given the seasonality in beef and pork prices. Higher grain, energy, and all input prices 
have raised the production cost for ranchers and animal protein producers since the 
summer of 2020. Q1 was the heart of the offseason for demand, but prices remained 
elevated. The peak season for demand begins in late Q2 during the Memorial Day 
weekend in late May. 
 
The first half of 2020 will go down in history as one of the most challenging periods 
since the Great Depression in the 1930s. Markets across most asset classes suffered 
price declines and a rollercoaster of volatility. Animal proteins were no exception. In 
2021, cattle and hog futures prices posted double-digit percentage gains. In Q1, the 
overall strength continued, with the hog futures leading the sector higher. Pigs flew in 
Q1 with the price pushing through the $1 per pound level on the nearby lean hog futures 
contract.  
 
The 2020 pandemic caused significant dislocations in the meat markets last year. 
Ranchers and producers saw prices fall to extremely low levels as the peak grilling 
season started at the end of May. At the same time, as coronavirus infected people all 
over the US and worldwide, processing plants shut down, causing bottlenecks when it 
came to supplies. While futures prices reached bargain-basement levels, supply 
shortages for consumers caused prices to rise, creating an almost unprecedented 
dislocation in the meat markets. Live cattle futures have been trending higher since 
April 2020, and the trend continued in Q1 2022. Feeder cattle prices broke out to the 
upside in late May 2021 after consolidating from August 2020 through May 2021 and 
continued to trend with an upward bias at the end of Q1 2022. Lean hogs made higher 
lows and higher highs since April 2020 and made a new and higher high in Q3 2021 
before correcting lower. In Q1 2022, the hogs exploded higher.  
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The most significant factor for meat prices in 2021 was the substantial increase in feed 
prices. Over the past three months, grain and oilseed prices moved higher, putting more 
pressure on animal protein producers. Soybean prices rose 21.79% in Q1, while corn was 
over 26% higher. Soft red winter wheat rallied more than 30.5% over the past three 
months. Higher feed prices on a year-on-year basis increase the cost of raising animals, 
putting upward pressure on beef and pork prices. Meat prices remained strong in Q1 
2022 compared to previous years. 
 
China has been rebuilding its hog population after the outbreak of African Swine Fever 
in 2019 that caused pork shortages. However, some reports of new outbreaks of disease 
in the pig population in 2021 caused fears that supplies would fall short of 
requirements, increasing the need for substantial imports. Trade and political tensions 
between the US and China continued to mount over the past months, with Taiwan in the 
crosshairs of both countries. COVID-19 continues to take a toll on South America, 
impacting meat production from Argentina and Brazil. Cattle and hog prices moved 
higher in 2021 along with most other raw material prices as inflation rose to the highest 
level in three decades. The wholesale producer prices in the futures market have not 
reflected the rising costs consumers are paying at the meat counters in local 
supermarkets. 
 
The price action in many agricultural markets has been primarily bullish for meat prices 
throughout 2021 and early 2022, and we are heading towards the peak demand season 
in the animal protein sector. Rising inflation is a significant factor for beef and pork 
prices as we head into Q2. 
 
The iPath B Bloomberg Livestock Total Return ETN product (COWB) reflects price 
action in the meat markets. The Invesco DB Agriculture ETF (DBA) has exposure to the 
meat futures markets. 
 

  

https://seekingalpha.com/symbol/COWB
https://seekingalpha.com/symbol/DBA
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Live Cattle Review 
 
Live cattle futures edged 0.23% lower in Q1 after rising 21.45% higher in 2021 and 
falling 7.76% lower in 2020. They rose by 0.67% in 2019. In 2018, they moved 1.91% 
higher for the year. In 2017, live cattle gained 4.74% for the year. In 2016, live cattle 
futures lost 15.17% of their value. The nearby month live cattle futures contract on the 
CME and continuous contract traded in a range between $1.3550 and $1.444075 per 
pound in Q1, with the Q1 high above the 2021 peak. Nearby live cattle futures closed on 
March 31 at $1.39375 per pound. 
 
It takes 18 to 24 months to raise a head of cattle; therefore, supply issues can take 
months, if not years, to impact the price of beef. The population of planet earth now 
stands at over 7.937 billion people, over 20 million higher than at the end of Q4 2021. 
While coronavirus claimed the lives of over 6.165 million people in the world, the 
population by over 20 million per quarter since the pandemic gripped the planet. In 
Asia, diets have changed as wealth has grown. A traditional rice-based diet now includes 
more complex proteins, which has increased demand for complex proteins like beef and 
pork in the region. It takes six pounds of feed for cattle to add each pound of weight. The 
average weight at the time of slaughter is between 1,200 and 1,400 pounds. Therefore, 
grain or feed prices have a significant impact on the price of beef. High feed prices often 
cause producers to take cattle to processing plants early at lighter weights to avoid 
paying the input costs. Lower feed prices often lead to heavier carcass weights and lower 
prices. 
 
The 2020 crop year in the US produced ample supplies to meet global requirements. 
The trade war between the US and China had resulted in gluts in the US, while shortages 
developed in the world’s most populous nation. However, each year is a new adventure 
in agricultural markets. In 2021, grain and oilseed prices reached multi-year highs, 
pushing feed prices higher. In early 2022, grain prices remain elevated, creating a 
challenge for beef and other animal protein producers.  
 
When it comes to the inputs for raising cattle and all animal proteins, prices are 
sensitive to price action in the grain sector as feed prices are a primary input in raising 
animal protein. Soybeans moved higher by 21.79% in Q1 after rising 1.03% in 2021. Corn 
rose 26.21% in Q1 and was 22.57% higher last year. CBOT wheat posted a 30.52% gain 
in Q1 after rising 20.34% in 2021. Increasing inflationary pressures support all 
commodity prices. While feed prices rose, other input costs such as energy, 
transportation, and employment costs moved higher, making it far more expensive to 
produce a pound of beef and pork in 2021 and early 2022. 
 
The latest March WASDE report reflected some strength for the beef market. The 
WASDE told the beef market: 
 
The 2022 forecast for total red meat and poultry production is lowered slightly from last 
month, as higher forecast beef and turkey production is more than offset by lower 
projections for pork and broilers. The beef production forecast is raised from the 

http://www.worldometers.info/world-population/
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previous month on higher fed and non-fed cattle slaughter. Supply and use estimates for 
2021 are adjusted for revisions in production and stock data. Beef import and export 
forecasts are raised from last month based on recent trade data. Fed-cattle prices are 
raised on firm packer demand and declining inventories of fed cattle.  
 
Source: USDA March WASDE report 
 
The USDA lowered its production forecasts and raised price expectations. Ranchers and 
animal protein producers often have a tough time dealing with volatile feed prices as 
they panic and buy on or near highs for fear of even higher prices. When the prices come 
down, they find themselves with feed price commitments that are much higher than 
market prices. In 2018, producers faced trade issues and increased competition from 
South American producers who had the benefit of weak currencies making their beef 
products more competitive in global markets. The ranchers faced the same issue in 
2019. In August 2019, the trade issue with China escalated, which caused increased 
price distortions in the cattle market over the coming months. While the US and China 
signed the “phase one” trade agreement in Q1 2020, Coronavirus swiftly replaced trade 
as the primary issue facing markets in Q2 and Q3 2020. Bottlenecks at processing plants 
created a unique challenge that caused shortages for consumers and glut conditions for 
animal producers. As we head into Q2 2022, meats are at the end of the offseason for 
demand. The 2022 grilling season begins in late May, but the futures market will reflect 
the peak demand early in Q2. Meat prices remained strong throughout the fall and 
winter months, perhaps setting the stage for even higher prices over the coming months. 
 
The forward curve in live cattle is in backwardation from April 2022 through June 2022, 
at which point it switches to contango from June 2022 through April 2023. There is 
backwardation from April 2023 through August 2023. The forward curve’s shape 
indicates the potential for nearby shortages and higher prices in late 2022 and 
throughout most of 2023.   
 

 
 
Source: BarChart 
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There is lots of seasonality of this commodity, but it is also highly sensitive to feed costs, 
which are the critical input in raising cattle. Risk-off behavior in markets caused by the 
outbreak of Coronavirus and bottlenecks in the supply chain caused live cattle prices to 
drop in Q1 and Q2 2020. Prices recovered during the second half of last year and made 
higher highs in throughout Q1 2022. 
 
The price of live cattle futures has been making higher lows and higher highs since April 
2020. In Q1 2022, live cattle prices reached a higher high.  
 

 
 
Source: CQG 
 
The weekly chart of live cattle futures shows that price momentum and relative strength 
were above neutral territory and rising towards overbought territory on March 31. Open 
interest moved from 325,912 contracts at the end of Q4 2021 to 310,408 contracts on 
March 30, 2021. The decrease of 15,504 contracts or 4.76% in the technical metric that 
measures the total number of open long and short positions in the live cattle futures 
market is bullish. Rising open interest and increasing prices is a technical validation of 
the bullish price action in the live cattle futures arena. Open interest rose during the 
offseason for demand. 
 
As we move into Q2, live cattle futures will reflect the upcoming months of increasing 
meat consumption over Q2 and Q3 as animal protein producers begin to deliver meat to 
processing plants for the beginning of the peak season in May. Rising inflation 
continues to increase production costs, which puts upward pressure on meat prices. The 
decline in emerging market currencies over the past years weighed on beef prices as 
Brazil and Argentina are both producers of cattle.  
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However, COVID-19 and supply chain issues in South America have also supported beef 
prices. In Q1, the Brazilian real rose against the US dollar, moving from $0.17920 at the 
end of last year to the $0.21107 level. The 17.78% increase supports higher beef prices as 
Brazil is a producer and exporter of the animal protein.  
 
Meanwhile, a continuation of the bullish action in the real against the US dollar in 2022 
would likely support prices. Brazil will decide on a second term for President Bolsonaro 
in October 2022, which could cause lots of volatility in the Brazilian real. Moves in grain 
prices always have the potential to alter the behavior of cattle producers. Inflationary 
pressures make producing meat more expensive. The highest CPI data in over four 
decades is a lasting legacy of the pandemic, which is pushing all prices higher in 2022. 
The US Fed is behind the inflationary curve, which is likely to keep the bullish price 
action going as the economic condition erodes money’s purchasing power.  
 
Any outbreak of a disease in cattle herds around the world could cause wild price 
volatility, as we witnessed in past years when mad cow disease, PED, and African swine 
fever caused the meat markets to move dramatically for periods. Q1 2022 ended with 
the live cattle futures near the high end of the trading range for the quarter. The 
problems created by the coronavirus and the bottlenecks at processing plants, together 
with higher grain prices, could set a stage for shortages in the future as ranchers raise 
fewer animals because of the economic distress in 2020 and 2021. In commodities 
markets, the cure for low prices is typically low prices, as we watched as live cattle rose 
from the lowest price since 2009 in April 2020 to the highest since September 2015 on 
the continuous futures contract in February 2022. The steady rise during a typically 
bearish time of the year was a sign of underlying fundamental support for beef prices. 
The futures market will reflect the start of the peak season in Q2. The forward curve’s 
shape are signs that higher beef prices are likely on the horizon over the coming years. 
The all-time high in live cattle futures was in 2014 at $1.71975 per pound. I would not be 
surprised to see the record challenged this year or in the coming years. 
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Feeder Cattle Review 
 
While live cattle futures contracts have a physical delivery mechanism, feeder cattle 
contracts are cash-settled instruments. Feeder cattle futures tend to attract more 
speculative interest. Feeder cattle underperformed live cattle prices in Q1 2022 and Q4 
2021 after outperforming in Q2 and Q3. During the first quarter, feeders fell 3.28% after 
rising 20.10% in 2021. Feeder cattle futures were 4.39% lower in 2020 after a loss of 
2.37% in 2019. In 2018, feeder cattle futures gained 1.95% compared to their closing 
price at the end of 2017. Feeder cattle gained 11.92% in 2017 after moving 21.84% lower 
in 2016. Feeder cattle posted a decline of 23.2% in 2015, but in 2014 they gained 29.65% 
on the year. The range in nearby and active month feeder cattle contracts in Q1 2022 
was from a low of $1.57650 to a high of $1.77875 per pound. The same fundamentals 
affecting the live cattle futures are at play in the feeder cattle futures contract. At times 
the feeder cattle contract leads the live cattle contract as speculators can push the price 
of the cash-settled contract because of less liquidity when it comes to volume and open 
interest. Nearby feeder cattle futures settled on March 31, 2021, at $1.61400 per pound.  
 

 
 
Source: BarChart 
 
The forward curve in the feeder cattle futures market is in steady contango from March 
2022 through November 2022 when it moved into a backwardation to January 2023. 
The forward curve indicates sufficient supplies to meet requirements over the coming 
year. However, market participants expect higher beef prices over the coming years.  
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Source: CQG 
 
The weekly chart in feeder cattle futures displays that the animal protein has been 
trending higher since the early April 2020 low. The feeders moved into a consolidation 
pattern from mid-August 2020 through May 2021, when it broke to the upside and 
rallied throughout 2021 and consolidated in Q1 2022. Relative strength and price 
momentum were above neutral territory. Open interest edged lower from 41,337 
contracts at the end of Q4 2021 to 40,503 contracts on March 30, 2022, moving 2.02% 
lower over the period as the market was in the offseason for demand in Q1. Feeder cattle 
declined more than live cattle futures in the first quarter of 2022, but both were up over 
20% in 2021. At the end of Q1 in 2022, feeder cattle futures were 17.525 cents higher 
than on March 31, 2021. 
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Lean Hogs Review 
 
In 2015, lean hogs shed 26.35% of value. Lean hogs moved 10.62% higher in 2016. In 
2017, lean hog prices moved 8.50% to the upside. In 2018, the price of pork posted a 
loss of 15.05% for the year, but in 2019 the price rose by 17.14%. In 2020, lean hog 
futures were 1.61% lower than at the end of 2019. The pork futures moved 15.94% higher 
in 2021 as they underperformed fat and feeder cattle for the year. In Q1 2022, the hogs 
took the leadership baton with a 24.88% quarterly gain. The Q1 range in the pork 
market was a low of 77.05 cents to a high of $1.27325 per pound on the nearby and 
continuous futures contracts. In 2020, lean hogs traded to an eighteen-year low of 37 
cents but have been recovering since the mid-April bottom. In Q2 2021, the move over 
$1.20 per pound on the May futures sent the hogs to the highest price since July 2014, 
when the hogs reached a record high. Hog prices were elevated during the offseason for 
demand in Q4 2021 and Q1 2022. 
 
In the latest March WASDE report, the USDA told markets: 
 
Pork production is lowered on a slower pace of slaughter and slightly lighter carcass 
weights. Pork imports are raised on strong domestic prices, while exports are reduced 
on increased competition in a number of Asian markets. Hog prices are raised on 
observed prices to date and expected strength in demand.  
 
Source: USDA March WASDE 
 
The USDA lowered pork production from the previous month on decreased production 
and lower carcass weights. The WASDE report increased the price forecast on the back 
of demand strength. 
 
Coronavirus weighed on markets across all asset classes in 2020, and lean hogs were no 
exception. The bottleneck at pork processing plants created price dislocations for 
producers and consumers. While the producers experienced low prices for their hogs, 
consumers paid top dollar for pork and experienced supply shortages. 
 
In 2014, lean hog futures rose to their highest price in history at $1.33875 per pound 
when PED killed over seven million suckling pigs. In May 2019, the price of pork was 
over the 90 cents per pound level on the active month futures contract in a sign that the 
outbreak had significant consequences. However, as the peak season ended, hog futures 
moved lower as they reflected the oversupply conditions in the US. Over the second 
quarter of 2020, the price fell to a nearly two-decade low before recovering as the 2020 
grilling season got underway. Hogs made higher lows and higher highs since last April. 
The pork price reached a multi-year high in Q2 2021. At the end of Q3, the price was 
below the 90 cents level as lean hog futures moved into the offseason for demand in 
early September. September and October tend to be the weakest months of the year for 
pork prices. In Q4, the price fell, but remained over the 80 cents level, which was the 
highest off-season price in years. In Q1 2022, nearby pork price eclipsed the $1 per 
pound level and settled over the price on March 31.  
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China is the world’s leading pork consumer, so trade issues between the U.S. and China 
weighed on the price of the meat throughout much of 2019. The agreement with the 
Chinese provided optimism for 2020. However, the outbreak of the African swine fever 
in Asia changed the dynamics of the global pork market. The disease could be one of the 
reasons for the outbreak of the virus that caused the global pandemic as Chinese 
consumers could have set the stage for coronavirus in “wet markets” that offer a wide 
range of proteins that are far from standard in the west. China had significant strategic 
inventories of frozen pork, but they have declined.  
 
Over the past months, China had been rebuilding its hog population, which has 
increased the demand for feed, lifting soybean meal and soybean futures prices. 
However, intermittent reports of African Swine Fever cases from China throughout 2021 
contributed to the rally in the lean hog futures market. Moreover, rising inflationary 
pressures have pushed pork and all food prices higher over the past months. Rising beef 
prices have also caused pork demand to rise because the meat is less expensive. Nearby 
lean hog futures settled on March 31, 2022, at $1.01750 per pound on the nearby futures 
contract.  
 

 
 
Source: BarChart 
 
The forward curve in lean hogs is in contango from April 2022 through July 2022. 
Backwardation is in place from July 2022 through December 2022, and the market slips 
back into contango through June 2023. The price is in a slight backwardation from June 
2023 through July 2023. The forward curve in hogs mainly reflects seasonal factors, but 
it is bullish, with prices above the 85 cents level at the low in December 2022. 
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Chinese trade factors, AFS, the global pandemic, and inflation that is increasing 
production costs will dictate the price direction for lean hog futures. The low prices in 
2020 and rising feed prices likely caused US output to decline, causing the rally in Q2 
2021. High prices in 2021 and Q1 2022 were the cure for the low prices in 2020. As we 
move forward into Q2, the grilling season comes closer each week. 
 
Pork shortages in China remain a bullish factor for the market. At the end of Q1 2022, 
the price of nearby hog futures was 0.0070 cents higher than at the end of Q1 in 2021. 
Inflationary pressures continue to push all commodity prices higher as the economic 
condition caused money’s purchasing power to decline. 
 
China is the world’s largest pork producer, but at the same time, the nation is the 
world’s biggest consumer of the meat. China bought the United States’ largest hog 
producer and processor, Smithfield Foods, in 2013. Given the US’s posture on trade with 
China and other nations around the world, we could see changes when it comes to food 
supplies raised, grown, and manufactured in the US, even when ownership is by foreign 
entities. Food supplies are a matter of national security. While a Chinese entity already 
owns Smithfield Foods, their location in Virginia and position as the largest pork 
processing company in the US could present a conundrum if relations deteriorate over 
the coming months and years. Smithfield shipped pork to China in 2019 as the Asian 
nation paid the tariffs given the decline in local supplies. Chinese ownership of the 
Virginia-based company could become an issue over the coming months. However, the 
Biden administration is not likely to take as firm a stand as the previous administration. 
 
Meanwhile, the technical position of the lean hog futures markets at the end of Q1 2022 
highlights a market that was elevated during the offseason. Hogs took off on the upside 
in February after the futures rolled to the April contract.  
 

 
 
Source: CQG 
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As the weekly chart highlights, lean hog prices moved to the lowest price in eighteen 
years in April 2020 when they reached 37 cents per pound. The price has made higher 
lows and higher highs since last April and rose to the highest level since 2014 in mid-
June at over $1.23 per pound. The cure for the low price was the low price. The cure for 
the high price was the high price. The gap on the chart in August was the result of the 
roll from August to October futures. The contracts reflect seasonality and change from 
the peak to the offseason, creating the price void on the weekly chart. In early 2022, 
hogs rebounded and moved above the $1 per pound level in February.  
 
Technical resistance is at the late June 2021 $1.23075 high. Support is at the 98.475 
cents per pound level, the early March low. The open interest metric moved from 
217,236 contracts at the end of Q4 2021 to 237,912 on March 30, 2022, an increase of 
20,676 contracts, or 9.52% during the first quarter of 2022. Open interest rose as the 
price moved higher, a technical validation of the bullish trend in the hog futures market 
going into the peak season for demand.  
 

 
 
Source: CQG 
 
The daily chart of June futures shows that price momentum and relative strength 
indicators in the lean hog futures contract were above neutral territory at the end of Q1 
2022. June lean hog futures put in a bearish reversal on the daily chart on March 31, 
which could lead to further corrective price action.  
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Source: CQG 
 
Meanwhile, the monthly chart of lean hog futures shows price momentum and relative 
strength remained were above neutral territory and rising at the end of Q1 2022. The 
hog market experienced what turned out to be a blow-off low in April 2020, and the 
price recovered and soared over the following year, reaching a multi-year peak at the 
start of the 2021 grilling season. Hogs fell in Q3 and Q4 2021, but the price posted a 
nearly 25% gain in Q1 2022. 
 
Meanwhile, if pork shortages develop around the world in 2022, the critical level to 
watch is at the $1.34 per pound area, which is the record high from 2014. As Q1 2022 
ends, the focus will turn to the 2022 grilling season. Rising input prices because of 
inflation are likely to continue to push prices higher as animal protein producers need to 
receive higher prices that keep pace with costs. Rising beef prices put upward pressure 
on pork, which is a protein substitute. When production costs rise, and market prices do 
not follow, producers will curtail output, causing supplies to decline. The pandemic’s 
legacy is inflation and could lead to lots of volatility in the hog arena over the coming 
months. I would not be surprised to see hog prices challenge the 2014 all-time high in 
2022 or the coming years. 
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The Prospects for Animal Proteins in Q2 2022 
 
As we move towards the 2022 peak grilling season, the prices of cattle and hogs will 
continue to be sensitive to the news cycle on trade, the pandemic, feed prices, and 
inflation. We are at the very end of the offseason for demand in the meat markets that 
began in early April. In 2020, the dislocations put downside pressure on meat futures 
prices. Meanwhile, feed prices continue to support prices, vaccines creating herd 
immunity to COVID-19 are bullish for animal protein demand, and all commodity prices 
have been moving higher. I am bullish on cattle and hog prices as we move into Q2 
2022. Rising inflationary pressures are bullish for the meats. I expect prices to continue 
to make higher lows and higher highs in Q2. I would be a buyer of futures contracts on 
any significant downside price action. 
 
Cattle and hogs are sensitive to feed prices, so changes in the grain markets could 
impact price action in meats during the second quarter of 2022, which is the peak time 
of uncertainty during the planting months. Grains and oilseed prices moved to the 
highest levels in years in 2021, which increases production costs for animal protein 
producers. Other input prices have increased, which makes it more expensive for 
producers to raise animals for processing plants. Feed, energy, transportation, and labor 
costs continue to rise, putting upward pressure on meat prices.  
 
Cattle and hogs are always susceptible to diseases like PED and mad cow issues or other 
conditions that can wipe out supplies in very short periods. The African swine fever was 
the latest example of how diseases can wreak havoc with commodity supply and demand 
fundamentals and technical analysis. Therefore, the animal protein sector can be highly 
volatile and full of surprises when it comes to the path of least resistance of prices. 
 
Demographic factors continue to support the demand for animal proteins as we move 
forward into Q2. At the same time, the currency markets could add volatility in the meat 
markets as the Brazilian and Argentine currencies could experience volatility as the real 
has been rising from the lows over the past years. A continuation of the rally in the 
Brazilian foreign exchange instrument would likely support higher prices for cattle and 
hog futures. The price action in both the Brazilian real and Argentine peso had been 
bearish throughout most of 2020 and 2021. As the number of infections of the virus 
rises in South America, it could continue to impact the supply chain, creating even more 
confusion in the futures markets. Since early 2021, the path of the US dollar shifted 
higher, which was not supportive of cattle and hog prices. The Brazilian real was at 
under the $0.1770 level at the end of December 2021 but rose to over the $0.2100 level 
at the end of Q1 2022. The dollar index moved 2.89% higher in Q1 after a 6.34% gain in 
2021, which is typically not bullish for commodity prices. However, all fiat currencies 
have lost value as inflation has made the dollar the best horse in the glue factory. The 
prospects for rising US interest rates are bullish for the dollar, but rising inflation could 
cause commodities to continue to rally even if the dollar appreciates against other 
reserve currencies. The US central bank remains far behind the inflationary curve as real 
interest rates have a long way to rise before approaching positive territory. With nearby 
CPI at the 7.9% level short-term rates at below 1% continue to fuel inflation.  
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Volatility is a paradise for traders, but in the world of meats, it can be hazardous. Since 
price gaps are the norm rather than the exception in the meat markets, stop orders may 
not result in optimal execution for risk positions. For those who do not venture into the 
volatile futures markets, ETN vehicles such as the COWB or MOO products tend to 
replicate price action in the animal protein markets. The DBA ETF product has exposure 
to meat futures and is also a product that reflects the price action in other agricultural 
commodities. The fund summary for DBA states: 
 
The investment seeks to track changes, whether positive or negative, in the level of the 
DBIQ Diversified Agriculture Index Excess Return™ (the “index”) over time, plus the 
excess, if any, of the sum of the fund’s Treasury Income, Money Market Income and T-
Bill ETF Income, over the expenses of the fund. The index, which is comprised of one or 
more underlying commodities (“index commodities”), is intended to reflect the 
agricultural sector. The fund pursues its investment objective by investing in a portfolio 
of exchange-traded futures. 
 
The most recent top holdings of DBA include:  
 

 
 
Source: BarChart 
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DBA held at least a 20.35% exposure to the meats at the end of Q4, 0.46% lower than at 
the end of Q4 2022. 
 
DBA has nearly $1.862 billion in net assets and trades an average of over 4.35 million 
shares each day. On March 31, the net assets and average volume rose substantially 
since the end of Q4 2021.  
 

 
 
Source: BarChart 
 
DBA moved from $19.75 at the end of Q4 2021 to $21.88 at the end of Q1 2022, a rise of 
$2.13, or 10.78% for the quarter. DBA fell to a new all-time low at $13.15 on June 26, 
2020. The COW product rallied, moving from $37.67 on December 31, 2021, to $39.80 
on March 31, or a rise of 5.65% in Q1. COW underperformed DBA in Q1. The animal 
protein sector outperformed COW on strength in hogs but underperformed DBA in Q1 
2022 as grain prices soared. 
 
 
 
 
 

https://www.barchart.com/etfs-funds/quotes/DBA/overview
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Aside from the current trade issues and seasonality, demographics continue to provide 
an upward bias to price on a longer-term basis. The bottom line is that more people, 
with more money, are competing for finite supplies of meat. In Q1 2022, the world 
added over 20 million people to its ranks, and a significant percentage will likely be 
carnivorous. 
 
When it comes to value, the prices of lean hogs and live cattle moved below the 
historical average in the nearby futures contract as of the final day of Q1. Based on the 
closing prices of nearby futures on March 31, the spread moved lower and was at 
1.3698:1 compared to 1.7146:1 at the end of Q4 2021 on nearby futures. The long-term 
average in the live cattle versus lean hog spread, dividing the price of the cattle by hogs, 
is around 1.4:1 or 1.4 pounds of pork in each pound of beef. The nearby spread moved 
below the average as cattle underperformed pork prices in Q1. Hog prices moved to a 
level that are slightly historically expensive compared to beef at the end of Q1 2022 as 
the peak demand season beginning in May approaches. 
 
The U.S. dollar index moved 2.89% higher in Q1 2022 compared to the closing level at 
the end of Q4 2021. The index was 6.34% higher in 2021. The index moved 6.42% lower 
in 2020. A stronger dollar tends to weigh on the prices of all raw materials, and meats 
are no exception. Commodities rallied despite the increase in the dollar’s value in 2021 
in a sign that all fiat currencies are losing value because of inflationary pressures. The 
index closed Q1 2022 at the 98.360 level. The dollar index moved higher on the 
prospects for higher interest rates but inflation supports commodity prices. 
 
If you are going to trade animal proteins over the coming quarter, make sure to keep a 
keen eye on the trade situation between the US and China as it has the potential to be a 
driver of the prices of hog and cattle futures. 
  
Any diseases in cattle or hog herds always have the potential to cause increased two-way 
volatility. Mad cow disease sent cattle prices lower as consumers did not eat beef for a 
period. African swine fever impacted pork prices in 2019. The most significant issue for 
the future could be the price dislocations that are likely to lead to less production.  
 
We saw the impact of coronavirus in 2021 as supplies declined because of lower output 
in the hog market. The cure for low or high prices in the commodities market is typically 
low or high prices, which is a theme to remember in the meat futures arena. Since 
animal proteins are year-to-year markets, lower output in hogs led to far higher prices at 
supermarkets and futures markets. The higher grain and oilseed prices continue to 
support cattle and hog prices over the coming weeks and months. 
 
Meats are one of the most volatile sectors of the commodities market. I tend to look at 
each month in the futures arena as a separate commodity because of the significant 
impact of seasonality on the prices of both beef and pork. Keep the seasons in mind 
when approaching the cattle or hog futures on the long or short sides of the market. 
Many factors determine the path of beef and pork prices.  
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Each year is always a new adventure in the carnivorous sector of the commodities 
market. As we move into Q2, the markets will move into the grilling season. Futures 
markets are now focused on the 2022 peak demand season. I am bullish on the meats 
going into Q2. However, I will follow all cattle and hog trends in the futures markets in 
my overall portfolio. I am always on the long or short sides in my trend-following 
portfolio, so I am in a position to catch a trend. Trends can change on a daily basis, and I 
remain flexible in my approach to animal proteins. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Any investment involves substantial risks, including, but not limited to, pricing 
volatility, inadequate liquidity, and the potential complete loss of principal. This 
document does not in any way constitute an offer or solicitation of an offer to buy or 
sell any investment, security, or commodity discussed herein, or any security in any 
jurisdiction in which such an offer would be unlawful under the securities laws of such 
jurisdiction.  


