
By Al Kluis

 farmer friend asked me a very 
thought-provoking question at the 
start of a late-summer meeting.  
He said, “You’ve been studying 
the corn market for over 40 years. 

When do you think corn farming will be 
profitable again?” He said he doesn’t like 
getting checks from the government to stay 
in business.

I spend a lot of time studying my daily 
charts and long-term charts, and price cycles. 
And I am still learning. I push myself to 
look at prices from many perspectives. For 
example, I monitor corn as a form of cash: I 
calculate how many bushels of cash corn in 
central Illinois it would take to buy a new 
combine. (The answer as I write this: about 
180,000 bushels.) A new Ford pickup will 
cost you about 11,000 bushels of corn. 

What I see is that if corn seems cheap 
to you right now, you are right. It really is 
cheap, and from almost every perspective 
I track. Even overseas (using currency ex-
change rates and the value of the U.S. dollar 

went to about 100 bushels of 
corn per ounce of gold. In 
1980, when gold first went to 
$800 an ounce, that ounce of 
gold would buy 250 bushels 
of corn. This was in 1980, 
when cash corn was $3.20 
per bushel. 

That $3.20 corn sure 
bought a lot more than 
it does in 2020. In fact, to 
match that purchasing pow-
er today (1980 corn at $3.20 
corn per bushel), we would 
need to have corn at $10.74 
per bushel in the fall of 2020. 

How did this happen? 
When you look at 40 
years of trends, prices, and 
purchasing power, it gets 
very complex. Here are my 
thoughts of how we got to 
this position. 
#1. Farm size. The size of a 
farm required to make a liv-
ing has gone up. Many of the 
full-time farmers I worked 
with in the 1980s were 
farming 320 to 600 acres. 
Those same families are now 
farming 2,000 to 3,000 acres 
to survive. Farmers have 
been forced to get larger to 
create more efficiencies and 
reduce their cost of produc-
tion. They are businesses 
that farm for a profit. (You 
have to farm a lot of acres 

CORN IS APPROACHING  
ALL-TIME LOWS

Three signals to watch that will signal the bottom.

to calculate the actual cost of corn to foreign 
buyers), we are the best deal in town. 

One of my favorite methods is what I call 
my Goldfinger Index. With this method, I 
track how many bushels of corn I can buy 
with an ounce of gold. This lets me view his-
toric relationships and the purchasing power 
of a bushel of corn. 

Let’s go back to 1971. That year, President 
Nixon used an executive order to abandon 
the last remnants of the U.S. gold standard. 
Before that, the price of gold was set at $35 
an ounce and the dollar was backed by gold. 
However, since 1971, the United States and 
other nations throughout the world use fiat 
money (i.e., currency is created by central 
government banks). With the large deficits 
we are running here and around the world, 
we are creating a lot of money. Enough of 
my economics lesson. 

In the late 1960s and early 1970s, cash 
corn was about $1 per bushel. That meant 
an ounce of gold would buy 35 bushels of 
corn. By the late ’70s, as gold and corn prices 
went higher, the gold-to-corn price ratio 
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This is the monthly corn chart, 
factoring in the dollar value. 
The price of nearby CBOT corn 
futures is multiplied by the value 
of the U.S. dollar index. A major 
low was hit in 1986 at $1.50 per 
bushel. From that low, prices ral-
lied to almost $7.00 per bushel in 
2012. Since then, prices dropped 
to just below $2.90 per bushel 
in the 2014 and 2016 lows. 
Although fundamentals are really 
bearish right now, this chart 
illustrates what a small percent-
age of the time corn stays below 
$3.00 per bushel. 
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Note: The risk of loss in trad-
ing futures and/or options is 
substantial, and each investor 
and/or trader must consider 
whether this is a suitable 
investment. Past performance 
– whether actual or indicat-
ed by simulated historical 
tests of strategies – is not 
indicative of future results. 
Trading advice reflects good-
faith judgment at a specific 
time and is subject to change 
without notice. There is no 
guarantee that the advice 
given will result in profitable 
trades. •

finally turned the corner? Watch for these 
three signals:
1. The economy will improve. A very pos-
itive signal for the energy and corn market 
will be to see if nearby gasoline futures can 
close above $2.00 per gallon in 2021.
2. A monthly corn close above $3.94. I am 
watching for a close on the monthly corn 
chart above the 2020 high ($3.94) to signal a 
long-term change of trend for corn prices. 
3. A monthly soybean close above $9.49. 
In 2020, a close above $9.49 on the monthly 
soybean chart will signal a long-term low 
and change of trend for soybean prices. 

Some Final Thoughts 
  have written about farm size, yields, 
purchasing power, and prices using a lot of 
macro data or national information. For 
many farmers, these huge numbers are dif-
ficult to comprehend. To take this down to 
your farm, look at different yield, price, and 
profit scenarios that can keep your farm in 
the black. You can make input decisions that 
will help you increase yields. It is never too 
late to learn more about marketing and how 
to make better decisions. 

Plan on higher prices, higher input costs, 
and fewer government checks in 2021. 
Prepare for these changes by investing some 
of your time and brainpower in marketing 
skills and a marketing plan. You – and your 
family – will be glad you did. 
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to have 180,000 bushels of corn to “spend” 
on a combine.) 
#2. More production per acre. Corn yields 
averaged 90 to 100 bushels per acre from 
1975 through 1980. This has jumped to an 
estimated 180 bushels per acre this year. 
Some states will have yield averages this year 
of over 200 bushels per acre. The same trend 
has developed in soybeans. The national 
average yield has increased from 28 to 30 
bushels per acre in the late 1970s to over 50 
bushels per acre this year.   

Increased yields sound like a blessing, but 
it is a mixed blessing. The combination of 
larger farms and higher yields has created 
an exponential growth in the volume of corn 
and soybean production for many farms. 
Farmers have not increased their farm size 
because they wanted to work harder or take 
on more risk. However, it was a necessary 
burden if they wanted to stay in business and 
stay profitable. 

Back to the question asked by my old 
friend: When will it get better again? 

Here is the good news: I think agricultur-
al prices and profits will turn higher in the 
next two to five years. There is also some 
bad news: As inflation increases, you will 
need to really focus on managing your input 
expenses.

The collapse in demand because of the 
COVID-19 global pandemic was not in 
my forecast. What will signal that we have 
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The Goldfinger Index shows how 
many bushels of corn you can 
buy with 1 ounce of gold. The 
Goldfinger Index hit 285 in 1986 
and then dropped to a low of 74 
in 1996. From that low, prices 
have trended higher. At this writ-
ing, the Goldfinger Index has ral-
lied to an all-time high of 622. I 
think the price of gold is too high, 
or the price of corn is too low, or 
some combination of both. Make 
a note on your calendar to watch 
where this ratio is next fall.

Al Kluis
Commodity Trader
Al Kluis has 
been trading 
grain futures 
since 1974. 
Sign up for a 
free trial to his  
daily morning 
email and 
weekly 
“Kluis Report” by going to 
kluiscommodities.com.
Kluis Commodity Advisors
901 - 12 Oaks Center Drive
Suite 907
Wayzata, MN 55391
888/345-2855 
kluiscommodities.com
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