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Grains 
 
Wheat moved higher, while soybean and corn futures moved to the downside since May 
4. The USDA will release its May World Agricultural Supply and Demand Estimates 
report tomorrow, on Thursday, May 12, at noon EST. The monthly WASDE is the gold 
standard for grain, oilseed, and other agricultural prices. However, the war in Ukraine 
continues to support higher prices as it dramatically impacts the yield from Europe’s 
breadbasket and logistical points at the Black Sea ports. The potential for agricultural 
shortages remains high in 2022 even if the weather cooperates and the US produces a 
bumper crop.  
 
July soybean futures moved 2.06% lower since May 4 and were at $16.0675 per bushel 
on May 11. Support on July futures stands at the $15.78 level, the May 9 low. Technical 
resistance is at $16.67, the May 5 high on the July futures contract. Above there, 
technical resistance is at %17.5750, $17.65 and $17.9475 per bushel, the all-time 2012 
high. Soybeans are now in the 2022 growing season. Chinese demand is a significant 
factor for prices over the coming weeks and months.  
 
Open interest in the soybean futures market moved 0.91% lower since May 3. Daily 
price momentum and relative strength indicators were below neutral territory and near 
oversold territory on Wednesday.  
 
The July synthetic soybean crush spread edged 0.25 cents higher since May 4 to 
$1.8650. The July crush reached a new high on April 28 at $2.14. The level of the crush 
spread is a sign of robust demand for soybean products and supply shortages. Volatile 
conditions in soybean futures translated to high price variance in the crush spread over 
the past months. Keep an eye on the processing spread as it is a barometer of demand 
for soybean products. Port and logistical issues in Brazil and worldwide could continue 
to cause supply shortages. The processing spreads can provide value clues when it 
comes to bottoms or tops in markets like soybeans. Chinese demand had been bullish 
for soybeans and soybean products, and the crush was higher over the past two weeks. 
The action in the crush continues to support soybean prices.   
 
July corn futures were trading at $7.8850 per bushel on May 11, which was 0.72% lower 
since the previous report. Open interest in the corn futures market moved 0.21% lower 
since May 4. Corn continues to threaten a challenge of the 2012 record peak. While the 
weather had been the primary factor driving corn prices, energy prices are a significant 
input for corn as it is the primary ingredient in US ethanol production. The trends in oil, 
gas, and biofuel prices over the past months have been bullish for corn. Russia and 
Ukraine produce and export corn, which is pushing the price higher.  
 
Technical metrics were mostly below neutral readings in the corn futures market on 
Wednesday. Support on July corn futures is at the $7.6900 level, the May 9 low. 
Resistance is at the $8.2450 per bushel level, the April 29 high.  
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Corn will continue to be sensitive to the price path of gasoline. Ethanol production in 
the US accounts for approximately 30% of the annual corn crop.  The price of the 
illiquid June ethanol swaps was 4.89% higher over the past week at the $2.8000 per 
gallon level. The spread between June gasoline and June ethanol swaps was at a 88.55 
cents premium for gasoline over ethanol on Wednesday. The spread moved 9.68 cents 
lower since May 4 as June gasoline far underperformed June ethanol swaps over the 
past week. The prospects for ethanol prices are a function of gasoline, crude oil, and 
corn prices over the coming weeks. Energy gains support the corn futures market. As US 
energy policy supports alternative energy, it supports ethanol and corn prices. Russian 
sanctions could light a bullish fuse under the ethanol market as gasoline has risen to a 
new all-time high and continues to trade in an uptrend.  
 
The nearby CBOT wheat futures exploded to the highest price in history on March 8 and 
corrected. July CBOT wheat futures rose 3.39% since May 4. The July futures were 
trading at the $11.1300 level on May 11 after the nearby contract traded to a high of 
$13.4000 per bushel in early March. July futures rose to $12.7825 on March 8. Open 
interest moved 3.42% lower over the period.  
 
Technical resistance on July futures is at $11.4350 per bushel, the April 19 high. Above 
there, the next levels are at $11.6925 and $13.40, the new all-time high is the target. 
Support is at $10.3425, the May 2 low. Price momentum and relative strength in CBOT 
wheat were above neutral territory and rising on Wednesday. Daily historical price 
volatility on July futures edged higher from 26.6% in the previous report to the 28.10% 
level on May 11.  
 
As of May 11, the KCBT-CBOT spread in July was trading at an 87.50 cents per bushel 
premium, with CBOT lower than KCBT wheat futures in the December contracts. The 
spread moved 40.75 cents higher since May 4. The long-term norm for the spread is a 
20-30 cents premium for the Kansas City hard red winter wheat over the CBOT soft red 
winter wheat. The CBOT price reflects the world wheat price, and it is the most liquid 
wheat futures contract. The KCBT price is often a benchmark for bread manufacturers 
in the US who purchase the grain from suppliers. Russia is the world’s leading exporter 
of wheat, and Ukraine is the heart of wheat territory, with Black Sea logistics a critical 
worldwide concern for 2022.  
 
The wild volatility in the wheat market, limit moves, and rising margin levels pushed the 
spread from a premium to a discount and back to a premium for KCBT wheat. The war 
in Ukraine is causing lots of distortions in the global wheat markets. The spread moved 
well above long-term norm, indicating that consumers are aggressively hedging 
requirements. Spring MGE wheat was at $12.56 per bushel on the July contract on May 
11, up 78.75 cents over the past week.  
 
Over the past months, I have written: 
 
“From the 2008/2009 lows through 2012, the prices exploded higher in the aftermath 
of the global financial crisis, which could be a model for 2020 and the coming years.”  
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As always, the weather conditions determine supplies and are the most significant 
fundamental factor each year. Bull market corrections can be severe. I will be following 
trends in the grain sector over the coming weeks and months which is bullish and 
dangerous. Expect wild price swings in the wheat futures market. Expect volatile and 
elevated wheat, corn, and soybean prices. 
 
As I have written over the past weeks: 
 
“The grain and oilseed price action continue to tell us that food prices will remain 
elevated into 2022.”  
 
Wheat is the world’s most political commodity, and rising prices and the potential for 
shortages should send shivers down the spines of worldwide leaders. In the early 2010s, 
high wheat prices triggered the Arab Spring that began as bread riots in Tunisia and 
Egypt. Political change swept across North Africa and the Middle East as governments 
failed to plan for bread shortages. At over $11 per bushel, the threat of supply issues is a 
significant worldwide issue. Moreover, as the fertile Ukrainian breadbasket becomes a 
minefield or battlefield, we could see wheat prices rise to new all-time highs corn and 
soybeans following. A Russian wheat embargo could also cause severe shortages and 
much higher prices. Wheat stands with oil at the center of the war in Ukraine. Russia is 
the world’s leading wheat exporter, and President Putin has influence in the oil and 
wheat markets, increasing his status on the world’s stage.  
 
On February 23, I wrote: 
 
“The situation surrounding Ukraine lifted wheat as it increases future supply fears 
because of the countries production and logistical position on the Black Sea. War could 
cause an upside price spike as we have seen over the recent sessions.”  
 
The first spike came the next day, and more are likely as Russia and Ukraine are critical 
wheat and agricultural producers and wheat exploded to an all-time high. Rising 
inflation also caused input costs to rise, putting upward pressure on crop prices. 2022 is 
another volatile year as the production costs of the crops that feed people worldwide 
continue to increase and geopolitical events have made growing and shipping wheat and 
other agricultural products from Europe’s breadbasket dangerous.  
 
Fertilizer costs, a critical input for crops, have exploded in 2022, and Russia is a leading 
fertilizer producer. We are seeing the highest volatility and prices in history as the peak 
season of uncertainty over the US crop now begins as seeds start to go into the ground 
with war in Ukraine that can cause shortages of corn and wheat for worldwide 
consumers.  
 
As I wrote over the past weeks: 
 
“All-time highs in the grain and oilseed markets could be on the horizon over the 
coming weeks and months. However, volatility is likely to continue to cause the risks of 
long and short positions to rise dramatically.”   
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Be careful in grains as the price variance looks likely to continue. I expect higher prices, 
but selloffs could be sudden and brutal. The weather and the war in Ukraine will guide 
prices over the coming weeks and months.  
 
The trends remain very bullish with higher prices and the potential for food shortages 
on the horizon. Beans could be looking down at the teens, corn could trade in the 
double-digits, and a $20 per bushel CBOT wheat price is not out of the question if the 
weather conditions in North America do not support bumper crops. Moreover, the war 
in Ukraine will keep prices elevated in 2022. Grain and oilseed futures continue to 
consolidate at the highest price levels in years, which is a bullish sign for agricultural 
products. However, the risks of price corrections increase with the prices.  
 
I continue to believe any correction will be a buying opportunity given the situation in 
Europe’s breadbasket and rising inflation causing input prices to soar. I am a buyer of 
soybeans, corn, and wheat on further price weakness. The Teucrium SOYB, CORN, and 
WEAT ETF products do an excellent job tracking prices for those who do not venture 
into the futures arena. We could see some price volatility around tomorrow’s WASDE 
report, but the war in Ukraine and Russia’s retaliation to sanctions, and countries 
supporting Ukraine remains the factor that will drive the grain and oilseed prices over 
the coming weeks and months. The WASDE is secondary to the events in Europe’s 
breadbasket.  
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Meats 
 
Live and feeder cattle fell over the past week, with the feeders leading the way lower. 
Lean hogs declined more than the cattle on a percentage basis. Prices have been falling 
even though the demand for meats tends to peak during the annual grilling season, 
beginning at the end of this month. The USDA will supply the latest supply and demand 
developments for the cattle and hog markets in tomorrow’s WASDE report.  
 
June live cattle futures were at $1.335750 per pound level, down 0.93% from the level 
on May 4. Technical resistance is at $1.36275 per pound on the June contract, the May 3 
high. Technical support sits at $1.31025 per pound level, the May 9 low. Daily price 
momentum and relative strength indicators were below neutral territory on Wednesday. 
Open interest in the live cattle futures market moved 0.41% lower since the last report. 
The disconnect between cattle prices in the futures market and consumer prices at the 
supermarket created dislocations in the market in 2020. Beef and pork markets are now 
moving into the 2022 grilling season, beginning on the Memorial Day weekend. Live 
cattle have made higher lows and higher highs since the April 2020 low on the weekly 
chart and remain in a bullish medium-term trend, but the trend has been bending lower 
since mid-April.  
 
August feeder cattle futures underperformed the June fat cattle futures since May 4, 
posting a 3.52% loss. August feeder cattle futures were trading at the $1.7000 per pound 
level with support at $1.67325 the April 29 low, and resistance at the $1.77500 per 
pound level, the high from May 4 on the August contract. Open interest in feeder cattle 
futures moved 1.63% higher since the previous report. Sometimes live cattle prices lead 
feeder cattle prices, while at others, the opposite occurs. Price momentum and relative 
strength metrics were below neutral readings and were trending lower on Wednesday. 
Feeders are sensitive to corn prices as feed impacts production costs. Corn slipped 
marginally lower over the past week, but the lower price did not support the feeders.  
 
June lean hog futures fell to $1.01550 per pound on May 11, which was 3.38% below the 
level in the previous report. The hog futures made a new high on March 31 and put in 
bearish key reversal pattern on the daily chart. Price momentum and the relative 
strength index were in oversold territory on Wednesday. Short-term support on June 
hogs is at the January 11, 2022, 95.30 cents per pound low. Technical resistance on the 
June futures contract is at $1.07525, the May 5 high. Open interest moved 2.02% lower 
since May 3.  
 
Hogs and cattle prices had been at elevated levels throughout the offseason for demand 
and are moving towards the peak season reflecting rising feed prices. We could see 
producers deliver light cattle and hogs to processing plants, eventually causing 
shortages and higher prices. Cattle and hogs are in medium-term bullish trends buy they 
are bending lower.  
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China is the world’s leading pork-consuming nation. The Chinese own the leading US 
hog processing company, Smithfield Foods. A Chinese company purchased the Virginia-
based company in 2013. Smithfield could divert some of its pork and pork products to 
China if shortages develop over the coming weeks and months. China has faced 
substantial challenges with pork supplies over the past years. On May 13, China reported 
it is replacing strategic pork reserves, buying 40,000 tons of frozen pork. The report did 
nothing to support the meat’s price. 
 
The long-term average for the spread between live cattle and lean hogs is around 1.4 
pounds of pork for each pound of beef. The June spread moved higher over the past 
week as live cattle outperformed the lean hog futures.   
 

 
  
Source: CQG 
 
Based on settlement prices, the spread was at 1.31540:1 compared to 1.28280:1 in the 
previous report. The spread rose 0.03260 as hog futures fell more than live cattle 
futures over the past week. The spread remains lower than the long-term average of 
1.40:1, which is the historical fair value level for the meats. The June cattle-hog spread 
hit the high at 1.5111:1 in October 2021. The spread made a new low at 1.08470:1 level on 
March 28. The grilling season is right around the corner, which could support cattle and 
hogs in late April and throughout May. Beef and pork are trading below fair value on the 
June futures contracts, meaning hogs are historically expensive compared to beef at the 
current futures price levels. The high price of beef was likely causing consumers to 
purchase more pork. Inflation makes consumers more cost sensitive making pork a 
more attractive choice than beef.   
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Soybean and corn prices will continue to impact cattle and hogs over the coming weeks 
and months as they are the main ingredients in animal feed products. Feed prices 
remain at multi-year highs and continue to trend higher.   
 
The COW ETN is illiquid but can be an acceptable substitute for those who do not 
venture into the futures arena. The peak season for demand starts in late May. I will 
follow the trends which are currently bullish. Inflation is increasing input prices for 
meat producers, which is a bullish factor. The Biden administration has been saying that 
meat producers are jacking prices up to hurt consumers, but their costs are rising 
because of government-created inflation from almost two years of central bank liquidity 
and government stimulus programs.  
 
Pandemic-related labor problems and the Biden administration’s attacks on the 
meatpacking industry could influence beef and pork prices. Smithfield Foods, the 
leading US hog producer and packager, is owned by China. Higher pork prices and US-
Chinese tensions could cause lots of action in the pork market over the coming months 
and years. China’s pork purchases this week could support the price as it searches for a 
bottom.  
 
In previous reports, I wrote: 
 
“I expected cattle and hog prices to find bottoms and begin trending higher.”  
 
Cattle and hogs could be very volatile given the feed prices and other inflationary 
pressures. However, they have failed to find bottoms as of May 11. While the approach of 
the grilling season typically tends to be bullish, 2022 is no ordinary year.  Go with the 
flow in meats. While prices fell over the past month, I favor the upside in the meats as 
the peak demand season begins at the end of next month.  
 
There is no change in my analysis that favors higher beef and pork prices. I am buying 
cattle and hogs on a scale-down basis, leaving room to add on further weakness. The 
USDA will release its May WASDE report tomorrow, updating the supply and demand 
equations for the cattle and hog markets before the start of the 2022 peak grilling season 
later this month. The cattle and hog futures markets are limping into the WASDE, 
increasing the odds of a bounce after the report’s release.  
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A Final Note 
 
I will be changing the format and reports from the service beginning next week, making 
the following changes: 
 

• I will significantly shorten the weekly report but will continue to provide the 
same spreadsheet. 

• The weekly report will contain the same sections, but it will be in bullet points 
for each commodity with recommendations (long, short, or neutral) and any 
special recommendations in ETF/ETN or related stocks. The bullets will reflect 
short-term technical trends for trading positions, with the recommendations 
based on fundamental and technical medium-to-long-term trends.  

• The Friday market recap will remain the same. 

• I will post a daily recap with any daily trade or investment recommendations, 
where appropriate. 

• I will only provide one general quarterly report each quarter with a review of the 
best bets from the previous quarter and best bets for the coming quarter.  

 
I am making these changes based on suggestions from subscribers. If you have any 
further recommendations, please feel free to send me an email. I thank you for 
subscribing and look forward to many years of profiting in the commodity and other 
markets. 
 
I plan to increase the price of the report in the coming months. However, all of my 
current loyal subscribers will never experience an increase in their monthly or annual 
subscription rates. I will grandfather all subscribers at their current rates for as long as 
they maintain their subscriptions. Thank you for your support.  
 
Until next week, 
 
Andy Hecht 
 
 
 
 
 
 
 
 
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.   


