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The Firstgrain    
Rice Market Strategist 

A Firstgrain Publication  

May 27, 2022 
Memorial Day  

Our prayers for peace go out to all the families in Uvalde, Texas  
who lost loved ones.  

Remember and never forget the vulnerable. 
 

“ It's a powerful, and poignant, African proverb: 'When the elephants fight, 
the grass gets trampled. ' When powerful forces go to war, it's their people 
who are hurt. Those who never asked for the conflict in the first place are 

caught, and killed, in the crossfire. 

 Highlights:      Rice elephants - India and China  

• India not clear on intentions towards rice exports in 2022. 
 

• Market factors that lie ahead of us. 
 

• India’s water problem. 
 

• China’s private debt problem. 
 

• A price footnote. 
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       Executive Summary  

`  
Does the above quote sound familiar to this time?  

 
` 
Next week we will review where we are at mid-
year and where things may be headed in the next 6 
months for the US and world rice market.  
 
If you glance at our Dashboard some metrics stand 
out to us: 
 

• India’s rice policies and massive exports and 

stocks. 

• The strong dollar. 

• The rice production this year around the world 

in the light of rising input costs. 

• Disrupted logistics by fuel costs and labor rates. 

• Tight stocks in the coming marketing year in the 

US. 

• The bull market in rice’s sister food grain, 

wheat. 

 

Dashboard Trend Watch: 
“Pay attention to your dashboard because it shows you 

what needs attention.” (Recent changes in red) 

 
 
16 Firstgrain Metrics Percent Bullish: 63% s 
July Futures 
Market Price Support:      $13.50-$16.50 per cwt. 
Market Price Resistance: $18.50  per cwt. 
 
Index                               Trend              Rice Price  
3 Bear 19 % 
* Asian Rice Production      Up                    Bearish 
* US Dollar                             Up   Bearish    
* Brazil paddy in USD          Sliding  Bearish 
 
 8 Bull 50% 
* Fear of Virus Disruption   Omicron         Bullish 
* Americas’ Rice Stocks      Tightening      Bullish 
* La Nina                                Unstable  WX Bullish 
* US Production  2021         Down              Bullish 
*US Production  2022      Down               Bullish 
*Long Term Oscillator         Above 80   Bullish 
*Wheat Price       Rising  Bullish 
* Crude Oil and gas Prices  Rising              Bullish 
 
5 Neutral  31% 
* China Phase I       >50% of target  Neutral 
* Commercials Net Long    Sideways          Neutral 
* Asian prices                    Sideways           Neutral 
* Brazilian Real      Sideways     Neutral 
* US Rice Price Seasonal    ??      Neutral 
 
Trend Summary 
Bearish   3                            Bullish  8        Neutral 5  
Market tone as per these metrics’ points to more 
volatility ahead with an uncertain top in this runaway 
bull market in wheat that is in turn affecting rice 
trading. A slow growth in metrics becoming neutral 
from bull or bear. 
 
2021 and 2022 Crop Pricing: 
(83% of the crop year is now in our review mirror.) 
Extend your priced coverage on 2021 crop to 100% by 
the end of May. As for 2022 crop, scale into 
profitability if you can. Resistance is at $18.50 per cwt. 
on the upside. Support is at $16.50 per cwt. 
 
 
 
 
 
 

India is discussing a ban on non-
Basmati rice exports. Officials are giving 
mixed messages on this idea; but 
commodity export bans are falling like 
dominoes across the world. It is one 
thing to raise interest rates. It is 
another thing to ban commodity 
exports to get domestic inflation down. 
The implications are unsettling. We 
hope the US does not get caught up in 
this foolishness. Globally the US is a big 
elephant.  
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What story will this chart below tell us about prices 

in 2023? Energy prices may well stay high along 
with input costs for US rice farmers.  
 

BOTTOM LINE 
 

We are in a whole new rice ball game in 
2022/2023. The volatility is in the inputs as much 
as in the rice price received by farmers. The 
profitability of rice is very uncertain. New crop bids 
are  very high. We have seen high prices in the last 
four decades but never this high going into harvest. 
Highs normally occur in the spring based on 
shortages and inflation. Normally the cure for high 
prices is high prices. But when will that rule come 
home to roost in this case?  
 
In this issue, we look at a couple of issues that 
plague India and China, the elephants of the world 
rice market. They will stomp on the grass around 
them as they fight to preserve their place under 
the sun. 
 
  

India’s water problem 
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Compared to China, India has fairly sound fiscal 
policy with improvement coming through 
innovations to bring the economy into the modern 
world. But India’s big problem is the monsoon and 
its unpredictability. Half the country has scant 
irrigation.  
 
The term to measure India by is “virtual water” 
which is the agricultural trade balance that takes its 
major exports and imports and converts them into 
the liters of water used to produce them.  
 
A major study was undertaken in 2016 to look at 
India’s trade balance between imports and exports 
as the net gain or drain in water used each year.  
 
We presume that since 2016 the situation has 
worsened. Rice was 40% of its virtual water exports 
from 2006-2016. Since then rice exports have 
ballooned. The second largest export was Buffalo 
meat at 22%.  
 
On the import side the two major commodities are 
pulses (oilseeds) at 36% and cashews at 48%. India 
is a net importer of vegetable oils which this year 
are sky high and rising. 
 
 
Up until 2010/2011, imports and exports of virtual 

water were in balance. Starting in 2011/2012 
exports of virtual water overwhelmed imports 
which more or less remained constant as 
percentage of its total trade in virtual water.  
 
It is no wonder that the government tried to enact 
the three new farm laws that created huge farmer 
protests. Getting farmers to grow more oilseeds 
and less food grains makes water sense, but not 
any sense to farmers who benefit from guaranteed 
profits every year to grow more and more food 
grains. Good rains have fallen over the last 17 
years, which has pushed up rice production and 
exports. That favorable rainfall has given India the 
comfort level to subsidize two big water users, 
wheat, and rice production. Monsoon rains have 
drained off water from India into the export 
market. They may live to regret this export of 
virtual water when poor monsoons cut into Indian 
water tables in the years ahead. 
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China’s mountain of 

debt 

China has water problems too as much as 70% of 
its irrigated water is used to grow rice; but the big 
problem for China is financial. It is facing a 
mountain of total private debt that is untested 
before in any economy in the history of the world. 
It will end badly for the CPC. As of 2020, debt had 

risen by 2,500% since 2000. There is no comparable 
increase in any other country charted above.  
The chart below is one of the more incredible 
charts we have come across as economists. No 
nation has survived a credit build this large or this 
fast, ever. The above debt levels are indexed to the 
year 2000. China is a debt Ponzi scheme that will 
come home to roost someday. It has the fastest 
aging society in human history that must carry the 
heaviest debt load ever. It is not whether it will fail, 
but only a question of when it will fail. It is also the 
largest producer and consumer of rice. China’s 
debt load exceeds 2,500% of its debt level in 2000. 
This has significance for the rice industry when it 
collapses. The problem with rice is that the  
rice supply can go down faster than demand, which 
is consumed by people not livestock herds that can 
be liquidated. 

 

Price footnote 

 
 
After an extended price decline, Brazil paddy prices 
had a significant price rally that may or may not be 
over with. But strength in the US market both in 
California and in the US  South is due to a 
significant reduction in expected carryout in 2023 
more than competition from South America. We 
patiently wait to see if the current strength in the 
US price can trigger a buy signal similar to 2007. 
Some factors are similar to that period, and some 
are different. In 2007 the dollar was very weak, and 
the rice price led the grains higher. This time the 
rice price is weighted down by India’s high stocks 
and massive exports. We must watch Indian 
government inventories as more and more rice is 
given a way to the poor and watch for any signs 
that the monsoon could be below average or 
worse.  
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The spread between the 200-month and 60-month 
moving average is a thin 12 cents. If these long-
term moving averages cross it will be a major buy 
signal simlar to July of 2007, which led to a 
multiple increase in the price of rice. In 2007, we 
had inflation and a very weak dollar.. Now we have 
export bans, shortages, a war, and a strong dollar. 
We have escalating costs, production shortfalls, a 
pandemic and tightening stocks of corn, beans and 
wheat. If the rice market is hit by a subpar 
monsoon in either 2022 or 2023, food prices will 
soar higher. Then we will be grateful to live and 
work in the USA, a food and energy exporter and 
technology exporter with two vast oceans 
protecting us from a hostile and perhaps hungry 
world.  
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U.S. Export Sales 

May 26, 2022 
(Data for Week Ending May 19, 2022) 

 
Rice: Exports from the US face a bumpy ride ahead as South American rice 
exporters try to grab market share in the Americas and cut tariffs to control 
domestic inflation. Exports were up this week in any case. 
 

NET SALES of 29,900 MT for 2021/2022 were up noticeably from the 

previous week and up 74 percent from the prior 4-week average. Increases 

were primarily for Haiti (15,200 MT), Honduras (5,200 MT), Guatemala 

(3,100 MT), Canada (2,100 MT), and El Salvador (2,000 MT, including 400 

MT switched from Guatemala). Total net sales of 4,000 MT for 2022/2023 

were reported for Guatemala. 

 

EXPORTS of 25,900 MT were up 7 percent from the previous week, but 

down 46 percent from the prior 4-week average. The destinations were 

primarily to Japan (12,300 MT), El Salvador (5,300 MT), Guatemala (3,000 

MT), Canada (2,500 MT), and Mexico (1,700 MT). 
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Resources:  Live Rice Index  
Replace with:  
 
https://platform.platts.spglobal.com/web/client?a

uth=inherit#platts/topic?serviceLine=Agriculture&t

opic=Rice 

 

 

 
 
 
 
 
 
 
 
 

https://livericeindex.com/

