PRICES

HOW TO MARKET IN UNCERTAIN TIMES

By Chuck Penner, LeftField Commodity Research

To say that 2018/19 is a year of
uncertainty for grain markets would
be a serious understatement. Events
in geopolitics and global trade have
been highly unpredictable and in
some cases, seemingly illogical, as
economic superpowers play a game
of chicken or protect their turf.
Pulses have faced more than their
fair share of this kind of uncertainty,
with some positive news mixed in
with the negative.

So how are farmers to market

their pulse crops with this seeming
randomness in markets? First,

it’s worth noting that even when
conditions are “normal,” there’s a
lot more unpredictability than most
people realize. Some expect that
market analysts should be able to
predict the future, but really, we
can’t. The best we can do is look for
clues about possible direction, more

like being a detective than a prophet.

For pulses, the big shock to the
system actually occurred back in late
2017 when the Indian government
started restricting imports of peas,
lentils and chickpeas. Import tariffs
were imposed and then raised.

For peas, import quantities have
been restricted with three-month
deadlines that have been extended a
couple of times.

Now, the betting money is expecting
these restrictions will stay in place
until after the next Indian election
in April/May, but there are no
guarantees, just probabilities. The
newest source of uncertainty is the
concern about dry conditions for
India’s rabi crops, which are now
being planted. This is giving a bit of
a lift to pulse prices, based on ideas
of a possible crop failure in India. But
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again, there are no guarantees when
it comes to weather.

Another positive surprise has been
the exceptionally strong Chinese
demand for Canadian peas. Some
of that is natural market growth

but trade volumes have also been
helped by the US/China trade
dispute, causing China to raise its
pea imports to replace US soybeans.
The outcome of this dispute is also
highly uncertain, with predictions of
a resolution changing almost daily
that could either help or harm the
pea market.

In the face of these and other
unknowns, there are still some
marketing tools that can help
farmers’ decision-making. One of
these is a price distribution chart,
which essentially demonstrates the
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percentage of time that prices have
been at various levels. These charts
show how current prices compare
with historical levels and what the
odds are of hitting various prices. As
such, they can show the potential
reward or risk of making (or not
making) decisions at various price
points.

For example, the chart for yellow
peas shows that prices (since
January 2000) have been in the
range of $6-7 per bushel 19% of
the time. Those who are looking for
higher prices (and who isn’t?) can
see that the next dollar increment
higher ($7-8 per bushel) has
occurred 9% of the time while the
$8-9 range has been hit 19% of
the time since January 2000. This
provides some basis for making
decisions about marketing now



Kabuli Chickpea Price
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or waiting for a higher price level.
Again, no guarantees, simply odds.

Another tool to assist in making
marketing decisions is the historical
price chart, discussed in previous
Pulse Crop News reports. These
charts provide more perspective
about current prices and how they
compare to recent and longer-term

levels. Generally, market forces try to

bring prices back to an equilibrium,
which is signified by the middle third
of the price range.

For example, kabuli chickpea prices
are currently at an extreme low,
which means there’s very little
further downside risk and the odds
of a recovery are greater. That said,
the extreme highs of a year ago are
also highly unlikely to be hit, unless
extraordinary market events occur.

The final tool that we suggest
using in these uncertain times is a
seasonal price chart, which have

also been highlighted in earlier
Pulse Crop News reports. Seasonal
patterns tend to develop because
of repeatable behaviour by sellers
and/or buyers. Most crops have a
seasonal low at harvest time, while
peaks tend to develop at various
times due to purchase patterns by
importing countries. They’re not a
sure-fire way of forecasting price
direction but, like the other tools
described above, provide some
ideas about the best odds of price
movement in the future.

All three of these analytical
techniques are ways to add more
market discipline and avoid some
of the guessing games that can
influence selling decisions. None
of them are entirely foolproof but
are useful for stepping out of the
crystal ball method of marketing.
Combining these tools with other
solid market analysis helps reduce
the impact of unpredictable
markets.

INTRODUCING AAC BARRHEAD PEAS
An early maturing, medium size,
human consumption yellow pea.

Call Your CANSEED Dealer:

Galloway Seeds Ltd.
Fort Saskatchewan, AB
780-998-3036
Hadland Seed Farm Ltd.
Baldonnel, BC
250-793-9746
Meinczinger Seed Farm Ltd.
Busby, AB
780-349-2456
Rick’s Pedigreed Seed
Barrhead, AB
780-674-6713
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Dealer inquiries can be made

by calling 780-674-6713
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