
By Al Kluis

 enjoy speaking at grower association annual 
meetings, seed company meetings, and all 
kinds of investment conferences. In 2020, I 
did more webinars than in-person seminars. 
By the end of the year, I was comfortable 
with how the online presentations went and 
the way they were received. Webinars are 
a lot more efficient for me and for the farm 
customers. With a webinar, farmers can log 
in from their office, whether in the house or 
shop. Although I do miss the personal inter-
actions before and after the meetings. 

Late this spring I had a call from a new 
regional ag company asking if I could do a 
webinar meeting the very next week, as part 
of a full-day training program. It fit into my 
schedule, so I agreed. I had just one request: 
I wanted an early-morning slot; I definitely 
didn’t want to be the last speaker in the day. 
They said it was no problem.

Then I started to prepare. I personalize 
every seminar or webinar that I do. To get 
more details about the group and the meet-
ing goals, I called the managing director. I 

U.S. futures market. Then, 
in the summer of 2020, 
U.S. grain prices were in 
the doldrums. However, 
corn and soybean prices in 
China turned sharply higher. 
After that, the U.S. futures 
market seemed to be playing 
catch-up.  

I’m still not sure if the 
CBOT is the leader or the 
follower. The majority of the 
time when prices in China 
move sharply higher, the 
U.S. market moves higher 
the next day. Keep in mind 
that the Dalian Commodity 
Exchange is 11 hours ahead 
of U.S. Central time. When 
I am watching our night 
market, it is the day market 
in China. This is fascinating 
to watch: global real-time 
grain markets, all over the 
world. (For the wheat mar-
ket, I watch the Matif wheat 
futures in Europe, but that is 
for another article.) 

I love the challenge of 
creating new presentations. 
To do a professional job on a 
new one-hour presentation, 
it takes eight to 12 hours. I do 
my best work between 5 and 
8 a.m. in total silence, with 
no phones ringing. For this 
one, I began by reviewing all 
the global grain fundamen-

THE THREE- TO FIVE-YEAR OUTLOOK: 
VERY POSITIVE

This market is not a “one-year wonder.”

needed to learn more about the audience 
and why the company had called me. His 
answers were refreshing: He knew what 
they did not want. 

“We do not want all of those supply- 
demand tables that you marketing guys like 
to show us about what happened last year,” 
he said. Instead, he wanted to know what 
farmers can do now to lock in profits. “Most 
important,” he said, “is this just a one-year 
wonder? Will China keep buying over the 
next two to three years?”  

I was glad I called him. These are the 
kinds of questions that push me to gather 
my thoughts, look at the data, and analyze 
my gut feelings. I went back to my drawing 
pad. I had saved a lot of information from 
the USDA 2021 Ag Outlook Forum about 
China. Now it was time to process that 
information and see what looked solid.

Over the past few years, I’ve been 
watching the price of corn and soybeans 
on the Dalian Commodity Exchange (in 
Dalian, China) very carefully. I thought 
initially that prices in China followed the 
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This monthly corn continuation 
chart shows the nearby corn 
futures prices on both exchanges. 
Other than in 2008, corn futures 
tracked very closely from 2006 to 
2012. Corn prices in China turned 
up first and stayed higher until 
corn prices on both exchanges 
hit major lows in mid-2018. In 
early 2020, while the U.S. market 
was moving lower, corn prices  
in China turned sharply higher 
and put in a high about three  
months ahead of the U.S. market.  
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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. •

6. In terms of food security, China has 
accepted the realities of being an  
unlimited soybean importer, with a con-
trolled increase in corn imports. 
The bottom line: China will keep buying.

Based on all the Chinese data, I can assure 
you that its large purchases of corn, soy-
beans, and pork are not a one-year wonder. 

Now let’s look at the corn and soybean 
charts in China. The price of soybeans in 
China shows a similar (but not exact) pattern 
of lows and highs. This Dalian soybean chart 
shows long-term lows in 2006 and early 
2016. From 2014 through the fourth quarter 
of 2019, soybean prices were in a sideways 
trading channel. 

In China, soybean prices exploded in the 
spring of 2020, rallying to just over $25 per 
bushel. Then prices crashed to the August 
low at just over $18. In the second quarter of 
2021, soybean prices went up to test the July 
2020 high. 

The price of corn in China shows a long-
term pattern similar to prices in the United 
States. Again, it’s not an exact day-to-day 
correlation. 

The long-term lows show up in 2006 and 
2016. The corn market went into a trading 
channel, with the most recent significant low 
in the first quarter of 2019. Prices rallied in 
2020 and the all-time high came in January 
2021 at $11.50 per bushel. From there, prices 
moved lower into the second quarter.
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tals with an emphasis on China. Second, 
I spent time viewing and comparing my 
long-term charts of prices in both the United 
States and China. 

Here is a summary of key factors that I 
put together about China and the country’s 
long-term food and grain needs. 
1. China’s GDP was estimated to grow at 
2.3% in 2020, 8% in 2021, and an annual 
average of 5% in the future. A growing 
economy means there is more money for 
higher-protein foods.
2. The Chinese Communist Party has a 
mandate to increase the size of the Chinese 
middle class by 50% in 15 years. In other 
words, the Chinese middle class is 770 mil-
lion people now, and it should be 1.1 billion 
people by 2036. (Compare that with the 
U.S. middle class now: 115 million people.) 
Middle-class people buy more protein.
3. China has 20% of the world’s population, 
but only 7% of the arable land. It does not 
have enough farmland to feed its people. 
Compare that with the United States, which 
has 4% of the world’s population and 16.5% 
of the arable land.
4. China is a country with scarce national 
resources. It will always have to import food 
and fuel, especially as the middle class grows.
5. The United States provides only 16% of 
the ag imports that China purchases. The 
country is a massive customer and spreads its 
purchases around the globe.

Chart Source: DTN Prophet X

This monthly soybean contin-
uation chart shows the nearby 
soybean futures prices on both 
exchanges. The price of soybeans 
tracked very closely from 2006 
through 2008. The U.S. market 
went much higher during the 
drought of 2012 and then both 
prices moved lower into early 
2019. In early 2020, soybean 
prices in China turned sharply 
higher while the U.S. soybean 
market dropped to an early 
August low. The soybean market 
in China pulled the U.S. market 
higher and now appears to have 
topped out about three months 
earlier than the U.S. market. 
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