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Planning without prediction

BY CHUCK PENNER
LeftField Commodity Research

One thing that everyone in the “grain chain” can agree
on is that markets are unpredictable. The weather is the
biggest unknown with the greatest effect on grain prices,
but government and trade policy are arguably even harder
to predict with nearly as much impact. Add in a few other
factors like commodity fund activity, shipping disruptions
and war and the future gets even fuzzier.

We understand that people want to know where prices will
be at some pointin the future; it's critical for making market-
ing decisions. While we always scan the horizon to see what
might happen next, to predict how prices months from now
will respond to those factors is largely guesswork.

For example, the main factors that will affect yellow pea
prices in 2025/26 include (among others):

® Canadian production levels

® Pea production and quality in Russia and Ukraine

® U.S. pea production and processing demand

® Trade decisions by the Chinese government

® The level of demand from India and buyers

® The value of the Canadian dollar

We have ideas and opinions about these and other factors,
including which ones could have the biggest impact, but
predicting the actions of the Chinese government or Indian
buyers in the coming months would be educated guesses
at best. To sort out whether each factor will add or subtract
(depending which way they go) 25 cents, 50 cents or S1to
prices is even more difficult.
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On average, the December
price for green peas is

7%

better than the
September price,
and the April price

is higher yet.

That's not to say these factors aren't important; they're
critical market events. The problem is they're not predict-
able. For better or worse, market analysis isn't the same as
fortune-telling. Rather than trying to peer into an unpre-
dictable future, we suggest a look back at the past can
provide clearer direction for marketing decisions with
higher odds of certainty. One of the most important tools
to help shape a grain marketing plan is the concept of
seasonal price behaviour.

Crop prices rise and fall during the year in a quite predict-
able way. That's fairly obvious to most people and yet, it's
surprising that these price patterns aren't used more often
for making decisions about when to sell crops. It's true that
prices don't react exactly the same every year, but these
patterns exist for a reason.

After a lot of number crunching, we've been surprised how
consistent the patterns are, aside from extreme years with
events like the 2021 drought or Indian pea tariffs in 2017.

One way to look at seasonals is to calculate average prices
for every month of the year. The chart shows average
monthly prices for yellow and green peas from the last 10
years. No surprise, prices start dropping during the summer
months and typically bottom out during harvest. That part
of the seasonal pattern is obvious to everyone and yet it's
surprising how many times those declines get interpreted
as, "the market s falling apart.”

Clearly, selling peas (or any other crop) during those
seasonal lows should be avoided. But what about the rest
of the year? Can the price history provide any direction about
when to make sales? We think so.

Over the last 10 years, green pea prices have tended
to exhibit two “tops,” one in December and another in
April. On average, the December price ($12.02) is $1.71
per bushel or 17% better than September ($10.31). The
seasonal pattern shows that the green pea price in April
tends to be higher yet. Over the last 10 years, selling green
peas in April would have averaged $1.54 per bushel more
than waiting until July.

The price differences aren't that large every year; some-
times they're smaller. But by the same token, in other years,
those differences are even bigger.

Seasonal price behaviour isn't meant to be used in isolation.
Factors like supply and demand are still critically important
as they determine the strength or weakness of the price
responses that occur at different times of the year. And
sometimes, events simply show up out of left field and
disrupt normal market behaviour.

There are many valid reasons why crops are sold at differ-
ent times of the year. Factors like cash flow, crop input bills
coming due and bin space are all important. It may not
always be possible to wait for the seasonal highs. That said,
we think seasonal price patterns are a simple, straightfor-
ward tool to avoid guesswork, ease the decision-making
stress and add dollars to the bottom line.
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