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Wheat and corn are trading at multi-year high in the US as US stocks projections narrow. Export restrictions
from other key producers and the risks from the La Nifia weather phenomenon add further tailwinds.

Trading at multi-year highs

Wheat is currently trading at the highest level since 2014 on both the Chicagol and Kansas2 front-month
futures contracts. Based on USDAS forecasts, US production of wheat in the 2020/21 marketing year4 is
expected to fall relative to the 2019/20 marketing year, while consumption and exports are expected to
rise, bringing down US ending stocks to a six-year low.

While global production is set to rise alongside global ending stocks according to USDA forecasts, US
domestic dynamics currently have the highest influence on the US futures contracts.

Corn futuresb are trading at the highest level since 2013. Although the USDA expects global production
of corn is to rise this marketing year6, key exporters like US, Argentina, Ukraine are expected to see
production declines. Argentinian and Ukrainian exports are expected to fall. However, US exports are
expected to rise, reducing forecasted US ending corn stocks.

An added tailwind for wheat prices is the fact that Russia has imposed trade-restrictive measures for

its wheat exports. Announced in December 2020 and to come into effect on February 15th 2020, the
restrictions include a quota on wheat and an export tax of €25/tonne. Any exports above the quota will
face a tax of 50%, with a minimum €100/tonne. Russia has already announced it plans to raise the tax to
€50/tonne from March 1st 2020. Russia was the world’s largest wheat exporter in 2017/18 and 2018/19.
It temporarily gave way to European Union in 2019/20. But despite the trade restrictions, it is likely to be
the top exporter again in 2020/21.

In December 2020, the Argentine government wanted to impose a temporary export ban on corn. An
industry rebellion led to a U-turn. However, this incident highlights that corn is subject to the same risks as
wheat. In 2019/20 Argentina was the second-largest exporter of corn after the US. In 2020/21 Argentina
is likely to be overtaken by Brazil as the second-largest exporter.

The weather wild card: La Nifna7

We are currently in a La Nifia weather pattern. The La Nifia phenomenon disrupts global trade winds and
affects weather patterns across the world. In the past, it has generally reduced US wheat and corn yields.
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Our analysis shows that out of the 12 La Nifias that have occurred since 1950, wheat prices have traded
positively six months after the La Nifia event started in all 12 episodes8.

Out of the 12 La Niflas have occurred since 1950, corn prices have traded positively six months after the
La Nifia event started in 10 episodes9.

1 Soft Red Winter

2 Hard Red Winter

3 United States Department of Agriculture

4 Marketing year runs from June to May

5 US traded

6 Marketing year runs from October to September

7 La Nifia is a coupled ocean-atmosphere phenomenon that is the colder counterpart of EI Nifio. During
a La Nifa period, the sea surface temperature across the eastern equatorial part of the central Pacific
Ocean will be lower than normal.

8 Using La Nifa thresholds as defined by the National Oceanic and Atmospheric Administration and
Bloomberg 1st generic wheat price

9 Using La Nifa thresholds as defined by the National Oceanic and Atmospheric Administration and
Bloomberg 1st generic corn price
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Important Risks Related to this Article

Important Information

Marketing communications issued in the European Economic Area (“EEA”): This document has
been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the
Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been
issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom
Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as
applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general
information only and is neither an oer for sale nor a solicitation of an oer to buy securities or
shares. This document should not be used as the basis for any investment decision. Investments
may go up or down in value and you may lose some or all of the amount invested. Past performance
is not necessarily a guide to future performance. Any decision to invest should be based on the
information contained in the appropriate prospectus and aer seeking independent investment, tax
and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or
opinions expressed in this communication represent the views of WisdomTree and should not be construed
as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of
any of the views or opinions expressed in this communication. Any decision to invest should be based on
the information contained in the appropriate prospectus and aer seeking independent investment, tax and
legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other
step in furtherance of a public oering of shares or securities in the United States or any province or territory
thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or
indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree
does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own
opinions related to product or market activity, these views may change. Neither WisdomTree, nor any
ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever
for any direct or consequential loss arising from any use of this document or its contents.
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