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THE FIRST QUARTER OUTLOOK FOR 2022 
 

“The only place success comes before work is in the dictionary.” 
- author unknown 

 
You can turn challenging work into marketing success in all your 

endeavors by practicing these 7 simple rules. 
(These rules come from a wise pastor and good friend in Austin, Jay Huffman,  

Website: https://manup.org/) 
 

1. Your direction determines your destination. 
2. Choose your playlist wisely, because it changes who you are. 
3. Pay attention to the dashboard, because it shows you what needs attention. 
4. You’ll never get where you are going if you run out of gas. 
5. Keep your eyes on the road or you‘ll end up in the ditch. 
6. Guardrails are for your protection not your restriction. 
7. The journey will be better if we do it together. 

 
 
 

 

https://manup.org/
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Highlights:  Quarterly Rice Update Summary 

  
Our US long grain rice market begins in 
Arkansas; but is traded as a futures market in 
Chicago and watched by the entire world and is 
sold mostly into the US and Latin American 
market. 
 
Longer term, subsidized rice prices in Asia are 
taking the air out of export opportunity for the 
6 large Americas’ exporters, Brazil, the US, 
Uruguay, Paraguay, Argentina, Guyana. India 
and Thailand are making headway into new 
markets not just in Europe and Asia, the Middle 
East or Africa but also the Americas. Indian 
basmati and Thai Jasmine are leading the 
charge. Beachheads have been established 
through aromatic rices into the Western 
Hemisphere, particularly North America.  
 
For the last 32 years, 1990-2022, ag inputs 
(higher field yield varieties, fertilizers, and crop 
protection chemicals) have been the drivers 
behind world rice production, not area grown. 
We have about run out of rice acres globally at 
current prices of rice to other grains. Other 
than 2008, decreasing energy prices have 
worked with rice subsidies to swamp the world 
with cheap Asian rice. But 2022 could dim 
world rice yields, and could be the equivalent of 
widespread crop failures, or should we say 
input pricing failures. Coincidentally, over two 
decades of near El Nino-free rice crops have 
allowed India to ramp up production on the 
back of rice subsidies to farmers, mostly in 
Northwest India.  
 
Self-sufficiency in food grains, the touted 
production goal of countries such as India, 
Bangladesh, Indonesia, Nigeria, coupled  with 
imported cheap energy and ag inputs has given 
politicians a false sense of security. Even Brazil 
relies heavily on ag input imports. If it takes 
imported ag inputs to grow rice, now  rising 
costs and shortages of delivered product takes 
some of the wind out of the claims of self-

sufficiency. Looking back on it, this was an 
accident waiting to happen. A lot can happen in 
2022 to change the rice story. 
 

Why the high energy prices? 
 
Climate change policy has shut down coal 
plants, given carbon-based fuels a bad name. 
OPEC is upset that its customers want to crunch 
down on CO2 production. COVID 19 related 
labor shortages and high transport costs 
conspired to create ag input shortages that are 
rapidly feeding into higher food costs and 
rounds of potential hunger globally in 2022. It is 
not a pretty picture. 
 
But one region of US agriculture could benefit: 
the South, which plants its grain crop earlier 
than Canada or the Midwest and is closer to 
New Orleans and its manufacturing and 
distribution of farm inputs via the Mississippi 
River. Other than the US and Guyana in the 
Americas, there are no major rice exporters 
that have an energy surplus. In addition, the 
military withdrawal of the US as everybody’s 
protector on the high seas raises the risk of 
piracy and related practices such as surcharges 
and tariffs making food security even harder to 
achieve in the years ahead. Governments will 
be making the hard choices between guns and 
butter that no one wants to make. No country 
will have it harder than China, the largest 
producer of rice, who has survived for decades 
on the goodwill of the US navy and free access 
to the US market. 
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       Executive Summary

Competition with Brazil 
 
There are four trends that will shape the price of 
US rice in the next quarter and in the rest of 2022:  
 

• the US dollar 

• the price of soybeans 

• the price of competing rice origins 

• the price of energy/fertilizer 

• the price of wheat 

Brazil  is the major seller of rough rice into the 
Americas’ markets, with which US rough rice 
directly competes. 
 
Technically, the dollar is now pressed up against a 
down trend while the Brazilian real is treading on a 
low through much of 2020-2021. If the dollar takes 
another leg higher that will be a big headwind to 
rice exports from the US. Contrarily, if the US dollar 
goes lower, the downtrend holds, and the Brazil 
real moves up in 2022, then that becomes a tail 
wind to higher rice prices.  

 
The above table, which comes from a source inside 
of South America, suggests that these exporters in 
2021-2022 will have sold 471,000 MT of rough rice. 
Much of it outside of Mercosur into markets that 
the US sells rough rice. 
 

Dashboard Trend Watch: 
Pay attention to our dashboard because it 
shows you what needs attention. (Recent 

changes in red) 

 
14 Firstgrain Metrics Percent Bullish: 57%  
March Futures 
Market Price Support: $13.445 per cwt. 
Market Price Resistance: $14.91 per cwt. 
 
Index                               Trend              Rice Price  
4 Bear 29 % 
* Asian Rice Production      Up                    Bearish 
* Asian prices                    Down               Bearish 
* Brazil paddy in USD          Down               Bearish 
 * US Dollar                            Up   Bearish 
             
8 Bull 57% 
* Fear of Virus Disruption   Omicron         Bullish 
* Americas’ Rice Stocks      Tightening      Bullish 
* La Nina/China                    Unstable         Bullish 
* US Rice Price Seasonal     Up                    Bullish  
* US Production  2021         Down              Bullish 
*Long Term Oscillator         Above 80  Bullish 
*Wheat Price       Rising  Bullish 
* Crude Oil Prices                 Rising              Bullish 
 
2 Neutral  14% 
* China Phase I       50% of target  Neutral 
* Commercials Net Long    Sideways       Neutral 
 
 
Trend Summary 
Bearish   4                            Bullish  8        Neutral 2  
 
2021 Crop  
(42% of crop year is behind us now.) 
Be 30-50% priced at harvest at least on the 
basis. Trend is still higher in deferred rice 
futures. 
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Right now, the US price is at about a $4.00 per cwt 
premium to Brazil paddy. It is at a level that often 
coincides with highs in the price of US rice. This 
trend is bearish on US rice. 
 

Soybean price and its influence on the rice 
price. 

In the short term, a strong bean price impacts US 
rice during January/February. If beans go higher 
now, that can impact planting decisions in the next 
60 days in the US. For a number of reasons we 
have discussed such as the suitability of the soils 
for rice in certain areas of South America, Brazilian 
rice does not have that strong linkage between 
beans and rice that we have found is the case in 
the Delta for long grain.  
 
The two charts here point to different price 
outcomes. Relative to Brazil US rice is overpriced 
but compared to the price of soybeans, US rice is 
on the borderline of being too low now to keep 
acreage from moving into soybeans. Another factor 
that is different than in past acreage shifts is the 

price of fertilizer, the higher that price is during 
planting the more likely it is that some acreage will 
go to beans which is a nitrogen fixator rather than 
nitrogen user. 
 
Fertilizer is often made from natural gas while crop 
protection chemicals derive from crude oil 
distillates. Gas and crude prices have been about as 
volatile as grain prices in the last half year. Right 
now despite the strong dollar crude prices are on a 
bull run while nitrogen fertilizer both in the US and 
Brazil is weakening.  
 
In Europe after a mighty spike in gas prices, they 

broke back recently. Since the winter is just coming 
on, we must wait to see what temperatures do to 
gas prices. Crude stocks are very tight in the US, 
and some believe it will be months or years before 
that condition is corrected. 
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In terms of 2022 fertilizer prices in Asia, which 
imports about 30% of its nitrogen fertilizers from 

China, the price and availability of thermal coal is a 
key to the amount of fertilizer China will sell into 
the rice belt of Asia. Thermal coal is to China what 
natural gas is to Europe and the US. It is an 
important feedstock for crop protection chemicals 
and fertilizers. If there is a shortage of fertilizer 
from China into Southeast and South Asia, that 
may in turn crimp production of rice in countries 
like India, Pakistan, Cambodia, Thailand, and 
Vietnam. 

 
Rice production hinges now on 

hydrocarbons and may decline globally in 
2022 

 
Over the last 30 years most of the gains in rice 
production have happened in Asia. In addition, 
most of the production increase has been due to 
rice yields, not area expansion. In the face of rising 
costs of fertilizer and crop protection chemicals in 
2022, the chart below appears truly relevant. What 
it tells us is that 89% of the world rice production 
gain of 159,405,000 MT over the last three 
decades has come from yield gains, not expansion 
of area under rice cultivation.  
 
Geographically, 84% of the increase has come from 
Asian rice production, the rest or about 15% from 
the Americas and the Rest of the World (ROW). 
Area planted has actually declined by 1,776,000 
hectares in the Americas, led by Brazil.  
 
The rest of the world outside of the Americas has 
been split evenly more or less between area 
planted and yield gains, much of this expansion has 
come in Africa in areas that are new to rice 
cultivation.  
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Globally, we have run out of rice area to plant. Any 
material gains in the next three decades are likely 
to come from yield gains through digital 
applications that can cut labor and increase field 
yields while cutting the need for inputs by as much 
as 80%. However, estimates suggest that only 10-
15% of the world’s rice area will have the 
wherewithal to be able to adapt the modern 
technology that micromanages farm chemical 
applications. The rest of the area will remain reliant 
on human labor if it is even available. 
  
If inputs continue to remain high, rice is going to 
increase in price while regions such as the US will 
be more competitive because the US is surplus in 
energy to produce fertilizers and crop protection 
chemicals. It has farmers with larger acreages and 
the technology to develop regenerative, 
sustainable farming methods that husbands water 
and other rice inputs to micromanage chemical 
applications used on the seed and its seedbed. 
Such farming requires heavy investment in 
machinery, computerization, and crop surveillance 

during the growing, harvesting and storage of the 
grain.  
 
As one client in Arkansas told us recently, the value 
of a farm is now tied to the ability of the farm 
management to use an iPad effectively. In India for 
example, ag policy and lavish subsidies have caused 
its farms to shrink in size. India must reverse this 
trend to survive as a major grain exporter in the 
decades ahead or even feed itself.  
 
 
 
 
 
 
 
 
 
 
 
 
 



January 14, 2022  © 2022 Firstgrain, Inc. All rights reserved. 7 

Here is a chart on the US dollar vs the CPI. The two 
metrics often correlate inversely but not always. 
When the dollar is up, the CPI is down and vice 
versa. Increased interest rates can make the dollar 

stronger and temper inflation but there are risks 
associated with this outcome, such as a recession 
or worse. The above chart plots the US dollar 
against a measure of agricultural products, the ETF 
DB Agricultural Index or DBA. The increase in the 
dollar since 2014 has come with a collapse in grain 
prices. The downtrend line on the dollar is one 
metric we watch for the long-term direction in the 
value of the dollar. If the dollar fails to overcome 
the down trend, the current uptrend in agricultural 
values could move higher up ahead. We say the 
market will tell its tale. Rice is not part of the DBA, 
but wheat is included. Wheat supplies as we note 
below are quite tight.  

 
 
Like the dollar, crude oil, adjusted for inflation, is 
pressed up against a downtrend. What will happen 
in 2022, a weak dollar and higher crude prices? 
Could energy and ag prices move higher with a 
strong dollar? These are unknowns that face us in 
the first quarter of 2022. Crude oil and food prices 
are a key component of the CPI. These are 
forecasts out of our level of competency. We know 
technical trends and what happens when long term 
trend lines are overcome. 

Rice and Wheat 

fundamentals 
 
The next two sections of our quarterly report focus 
on the two world food grains rice, and wheat. The 
significant difference between the two grains is the 
absence of India and China as major players in the 
stocks and exports of wheat but  they are dominant 
in stocks, and exports in rice. Rice trades only a 
small portion of the world market for rice 
internationally. Most rice is consumed near where 
it is produced. This may in part explain why the 
futures market in rice is so underdeveloped. 
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Just eight countries control world exports of wheat 

and their stocks determine the trend in the wheat 

price. Other than the US, most exporters do not 

retain large ending stocks of wheat. The US wheat 

market has been declining in size for the last five 

years. Total ending stocks of the 8 major exporters 

are at the lowest level in the last two decades. Only 

2007/2008 had lower ending stocks.  

 
If we remove China, which is both a large importer 
and exporter of rice, India alone dominates ending 
stocks globally.  
 
Remove India from the sum of major rice exporters 
and then Thailand and Vietnam hold most of the 
exporter stocks. Between 2007 and 2017, Thailand 
had the majority of the ending stocks because of a 
farmer price support program that made Thai rice 
uncompetitive in the world market. It actually 
makes sense to remove Chinese stocks from the  

 
export picture because its imports more than offset 
its rice exports. There  are 11 rice exporters that 
have sold more than 500,000 MT at least one year 
in the last five years. That leaves out Australia, 
Argentina, and Laos. The total ending stocks for the 
10 major rice exporters has increased to about 
50,000,000 MTs over the last five years. By 
comparison, wheat stocks of the eight major wheat 
exporters have declined to about 50,000,000 MT. 
That is why the rice to wheat price ratio is at a near 
record low in the US.  
 
 

Rice/Wheat ratio and why 

the rice price can go higher. 
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In this quarterly, we have shown that relative to 
Brazil, US rice prices are high. Relative to the US 
dollar, the dollar market is pressed up against a 
long-term downtrend line. If the downtrend gives 
way, then the US dollar could go higher and 
become a big headwind against the export price of 
US rice. Relative to the soybean and fertilizer price 
there are reasons to see little or no increase in rice 

acreage or even a potential reduction. This would 
break a rule in effect for a number of years. This 
year may break many rules of an orderly 
agricultural market as volatile prices paid clash with 
prices received. 
 
Relative to the other food grain, rice is dirt cheap. 
We have found that when rice gets this cheap to 
wheat, forces collaborate to drive rice back to a 
premium to wheat.  
 
So we end this quarterly with some reasons why 
the rice price could reverse and go higher. 

 
1. Energy prices remain high in 2022 resulting in 
extremely high fertilizer costs and reduction in 
global rice production. We would point out that 
this has not been the case for many years.  
 
2. The dollar goes lower and the Brazilian real 
moves higher.  

 
3. The good growing weather in Asia hits an El 
Nino. 
 
4.  The chaos in the shipping market continues in 
2022 leading to shortages and higher costs of 
growing rice.  
 
5. The soybean price and fertilizer markets cut US 
rice acreage in 2022. 
 
6. A little bit of the previous 5 conditions elevate 
rice prices across the globe in 2022. 
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The Big Chart Picture for rice futures 

Here is the big picture for the rice price and its 
price cycles since the August 2005 low. We watch 
the technical indicators for the rice price and right 
now the market is still pointing higher. In the 
background the Fed is concerned about runaway 
inflation and is beginning to ratchet up interest 
rates to cool things down.  
 
We are at a point in the rice market similar 2006-
2008. If inflation  does heat up from here, the 60-
month or five-year moving average may cross the 
200 month or 16 year moving average. This moving 
average cross over last happened in 2007.  
 
In 2022, the averages could cross if the costs of 
inputs and energy get out of control. Since July of 
2020, the market has traded between $14.25 and 
$11.25 per cwt.  
 
 
 

 
 

The ellipses in this chart show when it happened in 
2007 and how that cross over could occur in 2022. 
Historically once the oscillator crosses about a 
value of 80, the favorable market continues for 
several months thereafter. These extended bull 
moves occurred from 2003-2008, during much of 
2011, 2017-2018, and 2019-2020. Once the 
oscillator crosses the 80-value line, it tends to stay 
strong for many months.  
 
Fundamentally, the low rice prices in Brazil and 
Asia argue against an extended bull market. The 
dollar should move higher this year but the very 
thing that makes wheat bullish could infect the rice 
price if higher fertilizer leads to cut back in yield or 
acreage planted to rice, not just in Arkansas but 
globally. It has been many years since the world 
has had to deal with sharply higher logistics, 
salaries, inputs, and energy prices. If the outlook is 
not for higher prices, it may see more volatile and 
extreme price moves in 2022. 
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Remarks: The charts here show the seasonal 

tendencies of the milled prices in the Americas and 
Asia. South America shows us a sloppy seasonal 
tendency lower all the way into July. But this year 
might be an exception because the price drop has 
been so severe and way below the five-year 
moving average in Brazil and Uruguay. In all four 
Asian origins above, there is a seasonal tendency  
for the price to rise out of a December low into 
April/May. The price rally into the New Year in Asia 
may be part of a larger price recovery as the 
market factors in higher energy costs in 2022 as we 
went over in the above pages.  
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From the August price level, the US long 

grain rough rice price in most areas tends to 

move higher into the spring to reflect the 

cost of carrying the crop. The harvest price 

reflects whether acreage has increased or 

decreased in Arkansas, the major 

production area. There is a strong tendency 

for acreage in even numbered years to go 

higher in reaction to declines in odd 

numbered years. In other areas of the 

world, acreage tends to hold steady or 

increase unless there is some weather 

disaster such as droughts or floods. Most 

other major producers are insulated by 

large subsidies that offset the vagaries of 

the market price. 
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The above price charts of long grain show three 
years of basis movement by region and the 
seasonal price tendencies of 6 regions for price 
discovery in the US Southern grown long grain 
markets. North Arkansas is trading well below the 
five-year moving average on the basis as the 
market tries to price in conflicting signals: the 
potential impact of high input costs in 2022 versus 
the exceptionally low offers coming out of Brazil. 
To the left the commercial ownership has been 
moving up and down for weeks as the price gets 
stronger but still net short the market for now. 
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The above  long grain balance sheet reflects the 12 January forecast from USDA. They cut domestic use and 
ending stocks a tad. The assumption is that less imports means less domestic demand for rice. There is a lack 
of a good estimate of how much aromatic rice is being grown in California and the South. What we did 
ascertain in our study of US rice imports is that domestic retail demand for aromatics is strong, the rice moves 
off the shelf well and  farmers see their aromatic production is profitable to them. The other unknown is  the 
direction  of  2022 rice plantings. The rice to bean ratio is currently about 46% which is towards the lower end 
of what the market is telling producers to plant. Because much of the fertilizer has not been priced and is 
much higher than a year ago,  a ratio of 46% is probably  “lower” because of the extra charge for  nitrogen and 
related costs. Last year acreage was down on a 44% ratio for example. Aside from any adverse planting 
conditions which can drive rice acres into other row crops, the profitability may be lower than a year ago. It is 
uncertain at this point what the planted acreage, more uncertain than any year in recent memory. As we 
pointed out in this quarterly  issue, this is a problem for  forecasting world rice production as well. Rice is a 
high user of  nitrogen. USDA forecasts world production up in 2021/2022. We are not so sure about that.
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Resources:  Live Rice Index 
 
 
 
 

https://livericeindex.com/

