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Structure – the key elements of managing 
grain price volatility

Managing 
Grain 
price 

volatility

Understand 
markets

Monitor 
markets

Know your 
costs of 

production

Develop 
strategy

http://www.ahdb.org.uk/home.aspx


Understanding and Monitoring Grain Markets
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The new era for grain markets continues
- volatility remains at the heart

2007/08 – the beginning – this is what markets can do

Movement: £75/t

2008/09 – the supply response – given a price, this is what 

agriculture can do

Movement: £64/t

2009/10 – the power struggle – dealing with another surplus

Movement: £22/t

2010/11 – the unexpected – mother nature returns with politics

Movement: over £100/t so far!
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Global grain pricing – wheat markets interact 
with other grains, mainly maize
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Wheat harvest calendar: Main producers
May – September a key time for wheat markets
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Global stocks-to-use ratios pulled lower
- maize remains tight, wheat is less comfortable
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Fund activity
- bulls return to the market, sell off risk?
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UK wheat supply and demand

‘000 tonnes 2008/09 2009/10 2010/11

Opening Stocks 1,720 2,756 1,859

Production 17,227 14,084 14,878

Imports 1,305 1,241 1,085

Availability 20,252 18,081 17,822

Domestic Demand

H&I

Feed

13,973

6,836

6,729

13,795

6,855

6,580

14,495

7,502

6,628

Exports

3,523 2,427 1,327 

Closing Stocks

2,756 1,859 2,000 

Source: DEFRA / AHDB
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www.hgca.com/markets
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Keeping you up to date on markets
markets@hgca.com & MI publications
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And especially for you . . . the NI Market 
Report

• Latest HGCA market 

commentary

• Delivered Prices

• Belfast Imported grain prices

• Imported soyameal prices

• Nearby futures prices 

summary

• Currency rates

http://www.ahdb.org.uk/home.aspx


Developing an effective strategy
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What is a good price?

Farmer ‘A’ Farmer ‘B’

Average price achieved £130/t £110/t

Farmer ‘A’ Farmer ‘B’

Cost of production £140/t £90/t

Farmer ‘A’ Farmer ‘B’

Margin -£10/t +£20/t

For assistance, use available benchmarking tools . . . 

www.hgca.com/cropbench

http://www.countrysiderural.co.uk/benchmarking/ 
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Appreciating risk

Identify your margin sensitivity

http://www.ahdb.org.uk/home.aspx


What is your current strategy doing for you?
- does your strategy…..

Give you a profitable price?

Allow certainty – cash flow, budgets and bank

Give flexibility to markets i.e. allow you to change strategy

Provide downside protection – what % of the crop is at risk?

Provide upside opportunity – what % of the crop has upside?

Meet storage and cash flow requirements

Match the available management time and knowledge

Meet your specific needs
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Some “Golden Rules”

Avoid making forced spot sales

Budget cash flows

Forward plan harvest movements if storage is a constraint

No “one size fits all” strategy for all farmers or all seasons

Consider a combination of strategies

And if you don’t understand it, don’t do it!
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General strategies available
- discussion

Strategy Pros Cons

Selling forward Limiting downside

Price certainty

Limiting upside

Default

Averaging Achieve average price

Time efficient

Selling below cost?

Non-responsive to market

Target pricing Removes psychology

Reacts to protect profit

Will markets reach target

Non-responsive to market

Pools Someone else's responsibility

Saves management time

Little certainty

No control 

Tracker products Minimum price

Some upside opportunity

Cost

Can not lock-out upside

Options Absolute minimum price

Controllable upside opportunity

Cost

Time and expertise required
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Up to 3 years to price a season’s crop - multi 
season price and market monitoring is key
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Conclusions – and how HGCA can help

• Understand the markets – www.hgca.com/markets

• Monitor the markets – www.hgca.com/markets 

• Know your costs of production –

www.hgca.com/cropbench 

• Developing your strategy – Down to you!

• Any questions – markets@hgca.com

http://www.ahdb.org.uk/home.aspx

