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Grains 
 

Comments: 
 
The USDA released its May WASDE report on May 12. The full report is available via 
this link. Meanwhile, the weather is in the backseat of factors driving grain and oilseed 
prices as Russia and Ukraine are Europe’s breadbasket. The potential for global corn 
and wheat shortages are at the highest level in years, along with prices.  
 
Adverse weather conditions in India and the European war caused the Indian 
government to ban wheat exports over the past week. The move lit a bullish fuse under 
the wheat market. Corn futures edged lower, while soybeans rallied, and wheat posted a 
double-digit percentage gain, sending the July CBOT futures to a new high. The July 
KCBT-CBOT wheat spread at 93.75 cents per bushel is a sign of consumer hedging and 
panic. The spread moved 6.25 cents higher since May 11 and is far above the 20-30 cents 
historical norm for KCBT wheat’s premium over the CBOT wheat. US bread 
manufacturers tend to price their requirements from the KCBT price.   
 
July soybean crush spreads at 1.34 per bushel were down 52.5 from May 11, which tells 
us soybean meal and oil prices are lagging the raw oilseeds and could push prices lower. 
Ethanol at $2.78 per gallon wholesale remains elevated and supports corn, the primary 
ingredient in US ethanol production. The elevated ethanol price also supports free-
market world sugar prices as the sweet commodity is the primary ingredient in Brazilian 
ethanol output.  
 

Trends: 
 
Soybeans and corn futures are consolidating at levels that are not far from recent and 
all-time highs. Wheat broke out to the upside over the past week. From a medium to 
long-term perceptive, the grain and oilseed markets are in bullish trends with new all-
time highs possible over the coming weeks and months. However, bull market 
corrections can be brutal, so caution is necessary on long positions. Open interest in the 
corn, soybean, and CBOT wheat futures markets moved higher over the past week, 
reflecting producer and consumer hedging, and bullish speculative positions.  
 

Recommendations: 
 

• We are long the WEAT ETF product. I rate WEAT a hold at $12 per share.  

• I will be a buyer of the JJG, JJA, CORN, and SOYB ETF products on any 
significant price corrections, but am flat as of May 18.  

 
 

  

https://www.usda.gov/oce/commodity/wasde/wasde0522.pdf
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Meats 
 

Comments: 
 
Live cattle and lean hog futures rolled to the next active months, and we will be 
following the August contracts over the coming weeks. August live and feeder cattle 
futures declined, while the lean hogs recovered over the past week. Open interest in the 
feeders rose, while the total number of open long and short positions in the live cattle 
and lean hogs declines, likely because of the roll period.  
 
The August lean hog versus live cattle ratio fell to the 1.2211:1 level on May 18 from 
1.32070:1 last week as the spread moved further away from the long-term norm of 1.4:1, 
making pork historically more expensive than beef.  
 
We are now at the beginning of the 2022 grilling season where the demand for meats 
tends to peak until early September.  
 

Trends: 
 
The short-term trends in live and feeder cattle and lean hog futures are lower, but the 
medium-term trends on the weekly charts reflect higher lows and higher highs.  
 

Recommendations: 
 

• Long the COW ETF product at the $37.02 level, leaving room to add on 
declines.  
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A Final Note 
 
I have changed the weekly report to create a more actionable approach to trading and 
investing in the commodity asset class and the other markets I follow. I would 
appreciate any comments on how I can improve the report or your experience as a 
subscriber.  
 
I remain bullish on commodities but expect lots of two-way volatility over the coming 
weeks and months. The economic and geopolitical landscapes present unprecedented 
challenges, which will impact asset prices across all asset classes.  
 
Approach markets with a plan for risk and reward when trading and investing and stick 
to the program. Remember that you are long or short at the current market price level, 
not the original execution price. Markets are living and breathing animals, so adjust 
risk-reward when the price move in your favor. When they move contrary to 
expectations, take those small losses that allow you to remain in the game. Never put all 
your eggs in one basket. Wealth accumulation depends on a series of investment and 
trading decisions that create signals and doubles. Those looking to hit a grand slam 
every time they put a position on tend to strike out and have a very short career. 
The service will include a weekly report on most weeks. You will still receive the same 
Friday summary and article, and I will post a daily summary of the price action and 
highlights with any new recommendations when appropriate. The quarterly report will 
cover the highlights of the commodity asset class, including a review of the best bets 
from the previous quarter and best bets for the coming quarter.  
 
Thank you for your continued support! 
 
I look forward to your comments and suggestions.  
 
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.   


