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’Till so much cavalry came and tore up the tracks again. In the winter of ’65 we were hungry, just 
barely alive… it was a  time I remember oh so well… You can’t raise a cane back up when it is in 
the field.”

Song, ‘The Night They Drove Old Dixie Down’

(Many died of famine in the US Civil War)
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Prologue

The “global world” is what most nations have operated within for over 7 decades. It has been 
our world for most of our lives. In this world, goods traded globally between continents with 
relative ease and in US dollars. There was minimal fear of piracy or invasion. The US stood ready 
to enforce rogue nations to behave with 11 super carriers and their jets, navy seals, nuclear subs, 
nuclear missiles, destroyers, and satellite communications. Go ahead, make my day.

In that unified world, nations spent their resources on agricultural subsidies and butter rather 
than guns. Rice production tripled in less than 30 years with artificial nutrients, the modern link 
between energy hydrocarbons and grain carbohydrates. This world improved diets, but now all 
this is coming apart at the seams. Our future involves negotiating for the best deal, but also from 
locations where safety and proximity will come ahead of the cheapest price.

In this post global world, North America becomes more powerful, while China continues to 
recede into itself. To survive, China may increase its rice imports over time as the rice market 
deglobalizes and sourcing of ag inputs becomes more difficult. China will import out of 
necessity, not by choice.  China will be most affected by changes in the global order, to include 
rice.
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The Rice Price in a world that is de-globalizing.

Since we published our book “When Rice Shakes the World” in 2014, the lack of volatility in the 
Asian rice market and the massive increases in rice stocks in India and China have disappointed 
many who make their living on a profitable rice price. Nonetheless, we see rice at a short and 
long-term turning point. In that connection, we want to map out our Big Picture (the far away) 
for rice.

In this update, we will start with what we think will change slowly: the long term for rice. We 
then bore in on what is happening near time (nearby).

We intend to return to this update each year before the rice harvest for the Northern 
Hemisphere, where most of Firstgrain’s customers are located. We are a US and Americas-based 
service for rice. So, the front end of this report should not change so much over the next couple 
of years if we are accurate in our forecast, but this report also ends with a forecast for rice in the 
next few months. We think what we discuss about the intermediate and long-term for rice will 
steer or guide the nearby market conditions.

The US economy is in a no-man’s-land. Until recently, M2 growth was up by 25% hence the 
inflation expectations; but recently, M2 has been clocked at a 2.8% negative real rate due to 
inflation, which suggests recession and deflation could be down the road. That is why investors 
jumped out of commodities and drove prices down. The jury is out on whether the bulls or 
bears on the stock market and commodities are correct.

“Those who do not pay attention to the far away will have trouble in the 
nearby.” ~ Chinese Saying.

Part 1
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So, where do we go for guidance? When the dollar is weak, commodities should be strong; but 
commodities have been rising in the face of a strong dollar, at least up until recently. The crude 
oil price may be a better guide to the rice price than the US dollar.

Charts of  M2 Money Supply, Crude Oil vs. Rice

Two key measures of the darkening influence of inflation or deflation on the economy are crude 
oil worldwide and the rice price in Asia. In the US, rice does not amount to a hill of beans; but in 
Asia, it feeds three billion people and is farmed by tens of millions in farm families on plots as 
small as one acre in China or 300+ acres in the US. The global rice industry employs more 
humans than any other occupation or commodity market.

In mid-2020, crude went negative on us due to Saudi Arabian shenanigans and a lack of storage 
for oil in the US. At that same time, the rice price went ballistic due to panicked hoarding by US 
rice consumers. Besides that one-time weird event, the two markets run in tandem. As one 
Louisiana rice farmer told us, “You know, Milo, I seem to make more money whenever the 
diesel price goes up.” Consider 2020 as the one exception that proves the rule, when rice went 
to the moon and crude crashed to a negative price. 

Why do the crude oil price and rice price move together? Part of the market story may be 
artificial nutrients that rely heavily on crude oil and natural gas to be produced. Artificial 
nutrients are the hidden carbon link between carbohydrates and hydrocarbons that have led to 
incredible gains in yield per acre in the 20th Century.
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As the above chart clearly shows us, from early 2020 until mid-2021, crude oil was coming back 
from a dead oversupplied market. We had two other recent bear markets in crude, 2009 and 
2015, just much less extreme than the price break in 2020. Before 2020, a strong dollar meant 
weak oil, and a weak dollar a strong crude price. We think that the dollar connection has been 
broken since mid-2020, partly because of a growing fear that the energy demand will 
overwhelm supply next winter, particularly for natural gas in the EU. Rising energy prices led to 
higher input costs for artificial fertilizers; in this way, hydrocarbons (natural gas and oil) and 
carbohydrates (grains) are interlinked.

We are not saying that the crude oil price determines the rice price, but crude has tracked the 
big moves in the rice price since 2020 better than the dollar. This would imply that the demand 
for crude oil can be substantial even if the dollar is strong. The implication is that energy is not a 
commodity that is easily rationed by price, particularly when it is closely related to the cost of 
food, such as rice. To us, a remarkable statistic is that the price of crude oil recently went over 
$200 per barrel in Indian rupees. This is a very different market than 2000-2020, implying that 
the top in energy markets is very far off unless the world economy crashes with a severe 
recession, low demand, and very high unemployment.

The strong US dollar is possibly tied to interest rates, of course, but also to the preference for 
dollar-based assets in this uncertain world. As you will learn in the following, the Western 
Hemisphere and North America, particularly, are reindustrializing on shore at the expense of 
manufacturing hubs in East and Southeast Asia.

In any case, setting aside the Federal Reserve Bank, interest rates, the Consumer Price Index, or 
even the US dollar, rice and crude appear to dance to a similar market tune over the years after 
the price disconnect of 2020. A tight crude oil market may be telling us that the rice price will 
rise ahead.

China and Rice in a no longer so globalizing, rather localizing 
world

For the last 70 years, most countries have seen their populations and grain production growing, 
eating better, and gaining more wealth. This was based on a protective shield provided by the 
US military to cooperating nations, which gave them the confidence to buy, sell, and move their 
populations off the farms and into the cities, where opportunities to make money improved. 
Buyers could purchase, and sellers could sell more than a continent away. This was and is the 
Global World Order under which we were all brought up. 

However, this Global World Order that has facilitated agricultural trade may be ending abruptly. 
What has happened in the Black Sea region may become common as local empires look for a 
way to dominate their neighbors. This could lead to more breakdowns in marketing chains. 
Seldom has widespread famine occurred in the US. It did happen during the War of 1812 when 
the British Empire’s navy blockaded US ports. Famine also happened during the Civil War in 
1865 when the Union forces drove Old Dixie down, immortalized in the lyrics at the beginning of 
this study.
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This Global Order or World drastically reduced the local expense of guaranteeing goods' safe 
passage and delivery. That has cut a big part of the shipping cost out of international trade.  Less 
than two centuries ago, no one would think of shipping goods between continents without 
gunboats to protect against piracy. 

Over the last hundred years, the need for a military and naval force was reduced drastically. 
Under the protective shield of the US Navy, countries could spend a little bit on guns and a lot 
on its subsidized butter coming to them from the four corners of the earth, accessing artificial 
nutrients, and finding markets to sell food products. All these developments have produced 
world agriculture of improving diets and longer life spans. But these great benefits of a tranquil, 
pirate-free world trade may end for many of us.

China has benefited the most from this Global Order since World War II, the origin of rice and 
the largest producer, consumer, and importer of rice. China has over 2,000-year history of civil 
wars and famine that ended with the imposition of the Communist party on the political order. 
Mao Zedong established the People's Republic of China in Beijing on 1 October 1949. If the trend 
is our friend, then any breakdown in that country’s ability to govern itself and feed itself will 
end the current regime. How could that happen? That is a question this study addresses.

Suppose the US chooses to no longer protect the sea lanes between continents with its naval 
force for ships passing through them; then the trading game changes. China does not appear to 
have the global naval force that can provide that protection between main transoceanic routes. 
Consider such routes as the Middle East to Chinese ports through the Indian Ocean, a 5,000-
mile journey for its energy, or from Brazil or Argentina for its soybeans to China, a 16,000-mile 
sea journey. The energy journey is shorter than the soybean journey, but it is through the 
Indian Ocean and the Strait of Malacca, which could become a challenge if India and China have 
at it.

China is self-sufficient in rice production by applying five times more artificial nutrients to its 
poor soils than US farms. China has a minimal amount of arable land versus a country like India, 
which is nearly 50% of arable land.  Both Asian countries are vital to the rice market and have 
long-term water problems, but so does the Western US and Brazil in areas of the Amazon due to 
deforestation. 

Setting aside their soil and water limitations, both Asian countries achieved self-sufficiency in 
food based on access to artificial nutrients and energy from crude oil and natural gas. The 
breakdown of the traffic in natural gas for artificial nutrients and wheat exports due to the 
Ukrainian war exposes the soft underbelly of current world ag trade. Only 20% of world 
grains trade internationally, but 80% of the world’s use of artificial nutrients, including 
urea, are traded internationally. Brazil gets 80% of its nitrogenous fertilizer from Russia. Like 
China, Brazil, a massive exporter of ag products, has soils lacking some essential nutrients. 
Unlike other regions, North America is largely self-sufficient in the nutrients that have achieved 
current grain yields and are blessed with exceptionally fertile soils and a climate conducive to 
the production of corn and soybeans. The US lacks sufficient potash but its neighbor, Canada, 
exports 30% of the world trade in potash. Agriculturally and in terms of energy resources, the 
US is very well off.
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The world we are moving into could become a series of regional power alliances where goods 
are sold, and food is grown.  If your country is not part of a particular regional group, you may 
be out of luck. In the future, piracy may be a costly and growing problem to the free flow of 
goods. We are not saying how, where, and when deterioration of international trade will 
happen, but the war in Ukraine could be a harbinger of worse. China and Taiwan or opposing 
forces in the Middle East or Africa could spread like geopolitical wildfires across the globe at any 
time. The EU is composed of countries that, for centuries, fought one another for regional or 
world dominance. At least two forces could upset the apple cart of world food trade: climate or 
weather and raw grabs for power on land or sea. 

For the world rice industry, China is a crucial element that will determine where rice trades and 
is produced. If China’s political integrity is threatened, we could see the country tearing apart 
with the interior provinces going through a rough few years. Meanwhile, coastal areas may 
return to how China once operated, where wealthy coastal regions imported food from abroad, 
including rice. If China should be forced to scale up rice imports, it would probably need to go 
outside Asia. The likely choice is the Western Hemisphere, which became the soybean pantry 
for the Far East in the last 52 years. Such an unexpected but logical development would be 
earth-shaking development for the languishing rice industry in the New World. We drill 
down into this opportunity in the rest of this study, which is one of the few optimistic 
possibilities for rice in the Americas.

However far-fetched these projections may appear to you now, it is abundantly clear that for the 
time being, China is increasing rice imports despite supposedly having huge internal stockpiles 
of rice. A Pandora’s Box of unpleasant uncertainties may have been born from the War in the 
Black Sea region, due in part to the demise of the American Global World Order. This conflict 
has now forced at least 14 million souls to relocate, spreading the food grain trade disruptions 
from wheat to rice.

Most commodities necessary for modern, high-yield agriculture are 
found nearby or in the US.

The Big Picture for the world of rice.

Two food grains feed the world, rice originating in China and India and wheat in the Middle 
East. Yes, there are other grains; but they are not much more than footnotes to the food grain 
story. Our service, Firstgrain, focuses on rice, and only for that reason do we look at wheat. The 
name of our company comes from the Chinese proverb, “more precious than pearls or jade are 
the five grains, of which rice is first.” Inside this proverb is a dark truth about Asia that much of 
the West knows little about, famine. 

If your child is starving to death, you will take your family jewels, your pearls, and jade to buy 
rice. In a famine, rice is nearly priceless. The lyrics to the song at the beginning of this report 
sum up the unmitigated horror of famine. We are again in a war between Russia and Ukraine, 
but because of nuclear weapons, no one anywhere is immune from worrying about the
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intensification of this conflict. Even in the US, it is estimated that 25 million souls have not had 
enough to eat in the last seven days, according to the data from the US Census Bureau (NY 
Times August 4, 2022). In some places, it will boil down to which children get school lunches 
this year.

Because of events in the rice market, we may see untold misery due to a lack of food. Without 
gasoline and a car, you can walk to town. But, without food, you and everyone around you die. 
Asia understands this well. It is less understood in the US unless you are involved with 
agriculture. At least rice farmers are in the starvation prevention business.

Essential facts about rice:
“When the elephants fight, the grass gets trampled.” - African 

proverb

We divide the rice world into three significant parts as a percent of world 
consumption/production:

1. China at 29% 
2. India at 25% 
3. The Rest of the World (ROW) at 46%, which is split between ASEAN nations and the rest of 

the rice-eating world.

India and China are the “rice elephants” of world rice trade and production, dwarfing in size all 
other users of rice. Yet, we would point out that the rest of the rice world (ROW) is composed of 
many countries in Asia, which amounts to a hefty 46% of world rice production and is half of the 
world rice market. No other grain has quite such lopsided ownership of grain production and 
consumption. As goes China and India, so goes the world rice trade and the world rice price in 
Asia. China and India will determine where rice will be grown in the future, which we suspect 
will look quite different than the one we have known for seventy years. 

Any continental shifts where rice is grown may disturb the size of the rice market in the Western 
Hemisphere, which is only about 5% of world rice. Can the West grow more rice? Of course, it 
can; the West is less constrained than Asia regarding what it can produce and export. Though 
the demand for soybeans to feed the veg oil demand for renewable diesel will be a headwind to 
rice acres in the U.S. in the near term, it is primarily a question of the price or relative prices of 
grains. America’s ports and shores, both east and west, are patrolled by the most powerful Navy 
ever assembled since the British Empire over 200 years ago.

Again, we ask, “Can the West grow more rice?” At the end of this report, we will cover this 
question about changes to world agricultural trade. Before 1970, soybeans were hardly traded 
internationally. You might have guessed that having originated in Asia, the trade in soybeans 
would be controlled by Asia suppliers, as is the case for rice. But that was not how it turned out 
for soybeans. We believe India's vast subsidies to grow rice versus oilseeds stimulated rice 
production over soybeans. The rice subsidies in Asia are a classic study in trade distortions.
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Breaking down each rice region, we assess five marketing factors: stocks, exports, imports, cost 
of inputs, and weather.

Share of Market:

The above table is a simplified evaluation of contributing factors to where the Asia rice price, 
which is the world market price for rice, may be headed in the next year. In our weekly 
publication, The Firstgrain Rice Market Strategist, we granulate the price factors to focus on 
where the US rice futures are trending, which is more or less, the bid for the cash US rough or

World Rice Market Metrics:
Measuring the Bull and the Bear of the rice price

Region China India ROW (Rest of The World)

% Production 29 25% 46%

% World Trade (net) 13% 41% 46%

5 current market factors and their contribution to global rice price trends:

China India ROW (Rest of The World)

1. Stocks/Use Neutral Bearish Bullish

2. Exports Neutral Bearish Neutral

3. Imports Bullish Neutral Bullish

4. Cost of Inputs Bullish Bullish Bullish

5. Weather Bullish Bullish Neutral

Net price trend effects of the above five market factors currently:

A bit bullish Neutral A bit bullish

Bullish 3 Bullish 2 Bullish 3

Bearish 0 Bearish 2 Bearish 0

Neutral 2 Neutral 1 Neutral 2
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paddy price afloat on the Mississippi River.

We do not know China’s rice stocks, although they are reported to be significant. In any case, as 
a military secret, they are not available to world trade particularly at current price levels. In 
explosively bullish markets, China may ramp up rice exports and has done so at times in the 
distant past, for example, in 1973.

The charts below compare different stocks/use ratios between China and India, or 54% of the 
world market, versus the ROW at 46%. It is obvious that while the two rice giants are trying to 
build rice stocks, just in case, the ROW does not see the use of holding any more than the bare 
minimum, even though rice is an essential survival food in Asia. We call this the lemming factor, 
where everyone believes the world is glutted with excess rice.

The US rice industry is facing a market that has seen long grain production decline for two years 
due to low rice prices during the planting period relative to alternative crops and high fertilizer 
costs, and poor growing conditions that have prevented plantings in some areas. In addition, 
unlike many other regions of the rice world, US rice acreage historically can swing up and down 
for reasons other than weather, such as the price of soybeans or nitrogen.

The below charts sum up the rice trends in the Americas. In South America’s Mercosur 
countries, domestic consumption is declining strongly, freeing up rice for export to other 
markets. Nonetheless, Mercosur rice exports are following the US export market to lower levels 
after building up strongly from 2000 to 2018. Pure and simple, the Americas cannot compete 
with Asia. The one bright spot is the US domestic market, whose demand keeps growing. 
Imports of fragrant rice from Asia have grown from near zero 30 years ago to now, controlling 
30% of the US domestic consumption. This rice comes into the US as milled rice, not rough rice. 
The challenge of the US industry is whether its farmers can capture some of this fragrant rice 
demand now controlled out of Asia.
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Russia may act big, but its economy is insignificant compared to the US, China, or the European 
states.

In general, the economic changes that could be coming into the US agricultural market relate to 
the US and its role as the long-time guardian of world trade. In practice, consecutive US 
administrations have been moving away from supporting globalization. For example, US 
military forces have almost vacated the Middle East and other areas of the world, as the US has 
gained energy independence. Since 1945, other countries have let the US military guarantee 
safety for shipping in exchange for adhering to a policy of containment against the Soviet Union. 
That is what the Cold War was all about. Now Russia is rearing its head again with its war in 
Ukraine. You cannot predict long-term grain prices without considering geopolitics—
demography, and security of the sea lanes.

World grain trade facilitates over 20% of the world's production but 80% of artificial nutrients. 
Such nutrients have more than tripled crop yields in the last 30 years. These miraculous 
nutrients have allowed countries to say they are self-sufficient in food, which is misleading. 
Without nutrients, profits collapse, and famine sets in upon them. Nutrient trade has allowed 
China to grow similar quantities of grain, although soils in China are much less fertile than in 
Iowa. In Asia, rice farmers receive generous, preferential subsidies way over the WTO allowed 
limit of 10% of the crops’ value, as is the case in India and China, the largest producers and 
consumers of rice. We believe that China alone has 31 different programs to support rice 
growth. The weather has historically been Asia's primary driver of world rice production. But 
the high prices for inputs may add another factor to the level of rice production in 2022 and 
2023. 

The impact of these more expensive inputs will be better understood from October forward.
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2019/20; USDA, World Agricultural Outlook Board, World Agricultural Supple and Demand Estimates, 2020/21—2022/23

This year has been challenging for our US rice industry. A severe drought in California has cut 
acres to the lowest level since the 1950s. Over the last three seasons, USDA forecasts that long 
grain imports are up by 20%, and production will be down by 19%. Fortunately, exports are 
forecast to decline by only 8%. The medium grain situation is dire, with imports up by 39%, 
production down by 37%, and exports down by 34%. That is a big hit. We must pay close 
attention to the escalating trend in foreign rice imports, now a third of US domestic use.

Can the US rice industry survive? All we can say is that droughts are part of life in California.

For example, we are hearing reports that the rice production area in Brazil’s the Rio Grande do 
Sul will be drastically reduced this fall, down 10% or more. Argentina could be down by 5%.

Several factors aside from the weather will drive what gets planted and fertilized. That is why 
forecasting the rice price has become more involved in global trends, including the withdrawal 
of the US military. For example, the US is no longer as interested in providing security for those 
with whom they want to do business. Moreover, the number of countries and regions the US 
wants to trade with as customers or suppliers is unwinding. China could be left outside the most 
lucrative market in the world: the USA. If the same sanctions applied to Russia, for example, 
were applied to China, its economy would suffer massive, short-term setbacks. Even compared 
to the EU, Russia is, in GDP terms, smaller than Germany, France, Italy, or even the UK. Russia 
is more comparable in GDP to Brazil or Australia. Russia is less than 2% of the total world 
economy of $104 Trillion! The US is 25%, and China is over 20% by comparison.
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Australia went through a more profound production decline than California and has returned 
with better growing weather. Europe is suffering through a drought as well. Although droughts 
like those in California do not impact long grain, price disparities can swing long grain acreage 
yearly. In addition, the high costs of inputs during the planting season put rice at a disadvantage 
to other row crops such as soybeans. We are down to a core acreage for long grain in the 
Southern US.

Beyond the Cold War Peace and Bretton Woods

We are sometimes the slaves of defunct leaders who left their mark on how we view the world 
today and what we do to contend with its challenges. One of these leaders was Gen. George C. 
Marshall, who managed both theaters of World War II but, more importantly, helped build the 
ground rules for peace that followed the war to end all wars. 

Marshall helped author the Marshall plan, which bears his name. The assistance it gave our 
European friends put them back on their feet. The Lend Lease act was designed to help the 
Allies by providing arms to them, but the act also gave the Allies an advantage in the World War 
II conflict. We are now involved in something akin to a Lend-Lease Act for Ukraine. The Bretton 
Woods agreement reorganized our world economy and is the basis for globalized urbanization, 
industrialization, and the agricultural markets from which the world has benefited. 

We believe the globalization of the last seven decades is winding down, however, and 
will be replaced by something we will build on the fly and will not resemble what we 
have come to know and under which we have operated. Our business and personal lives 
will be reflected in 2022 as a period of radical change.

“There are decades where nothing happens, then 
there are weeks where decades happen.”

Vladimir Lenin, Head of State, Soviet Union, 1917-1924

For the last 70 years, grains have been available to buy in ever more significant quantities at a 
low price except for occasional weather disasters and inflation flareups that were passing and 
local in nature. Since the Bretton Woods agreement, the global order has catered to the grain 
buyer. Bretton Woods refers to the international monetary arrangement agreed upon by the 
allied nations in 1944 in Bretton Woods, US, which created the IMF and World Bank and set up a 
system of fixed exchange rates with the US dollar as the international reserve currency.

Here is the global world order that used to exist or is fast disappearing:

Since World War II, every year, populations grew, demand grew, grain production grew, and 
companies and countries had the money to buy what they needed when they needed it, and it 
was delivered on time. This was, however, due to the Global Order backed up by the American 
military, especially its navy, and its economy.
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The goal of the US was to bribe countries to join the Global Order and foil the attempts of Russia 
to bring down the West and expand its influence and the cause of communism. Then Russia lost 
control of its Soviet territory, and it looked like the US had won the fight. Therefore, the need by 
the US to oppose Russia was no longer necessary. During this time, China arose as a formidable 
economic power with a different vision of the world order and its role. 

In the last two years, we have faced a global pandemic. China’s decision to rely on its own 
vaccine, which is very ineffective, has resulted in the regional shutdown of its economy. China 
must be reassessing things in light of Russia’s failures in its Ukraine invasion. Russia may win the 
war but at a cost too high for them. This war may become a do-or-die situation for Russia with 
its rigid autocratic society and demographic implosion. China shares some of the same concerns 
about its future as well.

Russia is seeking to conquer and subjugate Ukraine. Putin is the latest in a long line of Russian 
leaders who have attempted to create a protective buffer for Russia against the rest of the world 
that might seek to invade it. Russia has been invaded many times and lacks geographic barriers 
to entry. As the war grinds on, the world could come nearer to precipitating limited or wide-
scale exchange of nuclear weapons, with untold loss of life. So far, the US was the only country 
to use nuclear weapons in its war with Japan.

The threat of mutual destruction does not seem to impress or deter Putin, who is using this 
nuclear threat to try and get his way. To give the Devil its due, the US has none of the problems 
Russia has; no empire in the Western Hemisphere threatens the US. The US is separated by two 
“moats,” the Atlantic Ocean on the east and the Pacific on the west. No foreign power since 1812 
has successfully threatened the US hegemony of the Western Hemisphere. That is an impressive 
fact due in part to accidents of geography, demography, and history.

What do all these geopolitics have to do with rice? In his recently published book, the End of the 
World is just the Beginning, Peter Zeihan, a good friend of Firstgrain and former resident of 
Austin, often met over several years with Milo Hamilton in Austin concerning the economy and 
the rice market’s place in all the change coming down on the world in Zeihan’s opinion. Many of 
his extreme predictions have come true. Zeihan’s most recent book, recently No. 6 on the list of 
NY times best sellers, is not a call to action but, instead, an attempt to put the production of 
food into a broader demographic and geographic context to forecast the future of agriculture 
among other critical elements of the world economy. But Zeihan puts the ability to eat first 
among industries. Without food, we die. He has specific opinions about the direction of the 
world rice market and its key participants.

The central thesis of Zeihan’s view of the world is that the pandemic disruptions and the war are 
not simply temporary conditions but part of larger forces of change that we will ignore at our 
peril. 

The fundamental forces we face are as follows:

The US is becoming populist and inwardly focused. By populist, we mean a person, especially a 
politician, who strives to appeal to ordinary people who feel that established elite groups 
disregard their concerns. The US, through its wealth and power, built the current World order



C o p y r i g h t  ©  2 0 2 2   F I R S T G R A I N . C O M |  R I C E  I N  A  P O S T  G L O B A L  W O R L D 1 7

and is now disinterested in maintaining financial and military protection for global trade. This 
boom in agriculture caused by the Global Order has led to massive migration from farms to 
cities and unprecedented gains in food production. In the uncertain future ahead, any area of 
the world relying upon a secure sea lane for sourcing from markets a continent or further from 
its place of manufacturing could be in for a rude awakening. 

Countries are trying to become self-sufficient with food and energy, but that is no easy task as 
about 25% of world food production is traded internationally. More importantly, about 80% of 
nutrient inputs trade across borders. These inputs, particularly nitrogen, phosphates, and 
potash, have accounted for the three-fold increase in global food production since 1960. Most 
artificial nutrients are derived from manufactured products produced from crude oil and 
natural gas. If a country cannot access these nutrients, it is simply not food self-sufficient.

Several trends will disturb economies across the globe. A large part of the US 
population will be retiring in this decade. These are the Boomers, whose parents 
won World War II;  they built the global consumer demand and invested their 
wealth to finance the stock market. But the situation is grimmer in China and 
Russia, where populations will be shrinking at the fastest rate in human history. 
China’s population statistics are suspect and are already facing depopulation. 
By 2050, the people of China could drop to 50% of  the current levels.

Meanwhile, private debt in China has risen to the highest level as a share of the 
GDP of any economy in human history. Such a trend could end badly. It is not just 
the growth of GDP but also what debt financed this growth.

What follows is briefly an overview of the three rice regions of the world's rice production and 
trade. As the world deglobalizes, access to agricultural inputs may diminish, leading to an 
overall decline in rice yields in the years ahead. Some areas will suffer more than others, and 
2023 will show us where rice production and trade will suffer shortfalls and gains. 

Some areas of the world, such as the USA, Brazil, Argentina, Australia, France, and Canada, can 
adjust and migrate to more efficient methods of production using precision agriculture to boost 
yields. Some predict that new technologies can triple field yields in the years ahead. Still, some 
believe that such change may not affect more than 10-15% of world production because the 
technology depends on large-scale farms with tractors and harvesters that can take full 
advantage of the internet, robotics, and digital sensors. For example, in February 2022, Deere & 
Company, the world’s largest manufacturer of agricultural and forestry vehicles, announced it is 
expanding its US footprint and technology operations with a new office in Austin, Texas. Deere 
says the new location enables it to strengthen its technology capabilities further and attract 
talent interested in solving some of the world’s most pressing challenges – including feeding a 
growing population.
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Would you like to regularly receive reports like these that are 
packed with pertinent information about the rice industry?

Make sure you have the correct data and insights that will 
enable you to make informed decisions in the rice market. 

Sign up to be a Firstgrain client today: 
https://firstgrain.com/signup/

https://firstgrain.com/signup/
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A chart and table book of the trends in rice.

China has become the largest rice importer by a factor of two. This country imports energy 
products from 5,000 miles away and soybeans from the Western Hemisphere 16,000 miles 
away, but it lacks the naval power without the US to safely ship its products it needs to grow and 
feed itself.

China and India

Part 2

Why has China become the world’s largest soybean importer? Its hog herd is equal to the rest of 
the combined world’s hog herd. China does little on a small scale. After the Asian Swine Flu 
epidemic, pork consumption is recovering, and the price of pork is rising. As it turns out, one of 
China’s most significant feedstock surpluses is rice. Rice prices are in retreat, and corn is more 
expensive.
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The forecast for rice consumed as feed in China in 2022/23 is 25 million MTs, which is about half 
the size of the world rice trade, not an inconsiderable sum. The consumption of rice for hog 
feed is growing. So why has the Asian rice price been so weak, then? It is weak because of 
India’s expanding production and price subsidies, costing the government much more than the 
WTO maximum of 10% of the crop’s value. 

Let us do a little mental experiment. Imagine the rice market has no China or India. Imagine 
that the trend in world rice stocks is measured by stocks to use in the rest of the world (ROW), 
which represents a healthy 46% of world rice production in aggregate. China is at the extreme 
end of its supply chains for ag inputs and grain and crude oil imports. As we just pointed out, it 
brings soybeans from 16,000 miles away and energy products from the Middle East through sea 
lanes, yet it lacks the navy to make the voyage safe from piracy and military disruption.

Meat demand and growth in rice imports: are they related?

The above chart was developed by NY hedge fund manager Leigh Goehring, who says 
emerging markets have discovered meat, creating exponential demand for grains. They discuss 
long-term trends in grain demand, the present fertilizer shortage, and other factors. We note 
that most regions facing rising meat demand are big into rice with huge populations as well. 
That will put pressure on land and water resources in the big producers and consumers of rice. 
Notice that China, a vast meat-consuming nation, is now the world’s largest rice importer. Is this 
chart telling us something about future rice import demand? Is the level of rice imports related 
to per capita meat consumption? Indonesia, India, and Bangladesh have deficient levels of 
current meat consumption. What happens if these countries increase meat consumption as 
Vietnam has?
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You can listen to all of Goehring’s interview at this link.

The above interview includes discussions of:
• Relationship between fertilizer shortage and Russia/Ukraine conflict
• Changes in global grain demand
• What is with Biofuels
• Emerging markets and increased demand
• Impact of increased natural gas prices on agriculture
• Fertilizer vs. carbon emissions
• What is food nationalism
• Best space for investors

Even if meat consumption does not drive rice imports, rice stocks may be tighter than people 
think.  If the two big rice elephants, China at 29% of production and India at 25% of production, 
are eliminated from the world balance sheet, stocks to use look quite tight.

For the first half of the last 17 years, stocks/use were rising with world trade. Then in 2015, 
governments and businesses figured out that India, with its vast stocks, removed any reason to 
hold the rice in inventory. The market’s mentality shifted to just-in-time ownership as India has 
kept increasing its pace of exports year after year.

Without India and its rice policies, other governments would carry much higher stocks/use. In 
fact, what has happened to the ROW rice market is that stocks held just in case of another 2008 
run up to $1000 per MT were more like 17% to 18% of use. It took a massive increase in Indian 
production, rice stocks, and exports to convince the ROW that they should carry minimum 
stocks to use, at around 13% of use. That 5% tightening of stocks between 2015 and 2022 
amounts to about 13 million MT in lost world trade. 

So why would the ROW rice world reverse course and increase stocks from hand-to-mouth to 
just-in-case in the future? It will depend on whether India suffers yield or area loss in 2022/2023 
or demand accelerates. How could that happen?

We see ten ways that demand could increase, or production and stocks go down:

1. Weakness in the Monsoon (recently area sown is estimated down by 10%+).
2. More robust demand from ROW for Indian rice.
3. Rice is learning from the 2022 ban on wheat exports.
4. Precedent: India banned rice exports in 2008.
5. India’s domestic rice prices should rise with high Input prices.
6. The weak Rupee put crude recently over $200 per barrel.
7. Expanded domestic demand inside India for rice through government programs for the 

poor.
8. Hunger to grow from 0.5 billion to 1.5 billion persons in 2023 (est. by Zeihan geopolitics).
9. Plant Food: Breakdown of global supply chains for fertilizer.
10. China intends to export 45% fewer phosphates in the last half of 2022 versus the year prior.

https://macrovoices.podbean.com/e/macrovoices-337-leigh-goehring-the-global-food-fertilizer-crisis-is-much-bigger-than-russiaukraine/
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The world’s largest economy (the US) may turn inward when the security of transportation will 
come into question. Piracy and military disruptions could become a problem, and lack of 
reliability of shipments will put a premium on availability and location, even over price. Before 
the Pandemic and the war in Ukraine, the weather was the critical variable for demand and 
supply. Now other factors can add to instability and disruptions as much or more than weather: 
agricultural nutrient costs and availability, transportation costs, local conflicts, terrorism, 
piracy, financial breakdowns, and precipitous demographic declines. The commodity markets 
will move towards friend-sourcing, and long distancing sourcing will take a back seat to local 
sourcing.

Given the potential scenario above, we ask, what will the grain world look like over the next five 
years, and how will outside forces impact the world rice market and the US role in this future? 
What follows is our best guess at what the world may be for buying and selling rice.

Tomorrow’s buying strategy: whatever is available, even if not 
affordable.

Food will be used as a weapon by countries that are net exporters. You can see this strategy 
unfolding as Russia uses wheat as a negotiating tool. Trade will regionalize, and countries 
will be included or excluded, which may determine who gets to eat. Such a world will 
be the polar opposite of what we have known for most of our lives.

Before we try to imagine the future, it is worth remembering what we can rely upon in the US 
rice market.

*The US navy can choose what sea lanes to keep free of pirates and military disruptions. It will 
patrol the Western Hemisphere waters and decide where and when to intervene in commercial 
traffic on other oceans. There is no other nearby empire to challenge the US in the Americas. 
You cannot say the same about the rest of the world, particularly Russia, India, China, Turkey, 
Iran, and Europe. 

*The US dollar could be pretty strong for several years and still serve as the world’s reserve 
currency.

*Russia, Ukraine, and Belarus are significant players in the international trade in artificial 
nutrients. The four most significant users of ag inputs and exporters of grain in the Western 
Hemisphere will remain the US, Canada, Argentina, and Brazil. NAFTA will provide ag inputs to 
Mexico, Canada, and the US. Brazil buys 80% of its nitrogen nutrients from Russia, which could 
become a problem in 2023 or earlier.

*Agriculture now produces about 8 trillion dollars of value on 11.5 billion acres, which is 
a record and is worth about 10% of global GDP, the most significant contributor to the 
world economy.

* The US has a surplus in food and energy with the most efficient river system to float products 
into export or import food products from abroad.
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Rice is only 9th in world trade because most rice is produced, consumed, and traded locally in 
Asia, but globally it is the second most popular food grain after wheat. And as much as 80% of 
its ag nutrients are imported from at least one continent away.

Rice is the opposite of wheat.

There are many kinds of rice. Rice is the polar opposite of wheat. More labor and water 
cultivation are needed for rice than for wheat. Unlike wheat, rice is not one and done. Water 
management is critical for rice, but wheat is like a weed. Rice is mostly not grown as a row crop. 
Rice grows in open-air paddies where seedlings are planted by hand. In much of the world, rice 
is gardened more than farmed with modern machinery. Fields are repeatedly filled and drained 
several times before final drying. One of the purposes of flooding is weed control. Japan uses 
machinery to plant rice, but that is the exception, not the rule in Asia. Otherwise, rice uses ultra-
low-cost labor in South Asia, Southeast Asia to East Asia. Another issue particular to rice is that it 
once used fertilizer composed of human and animal offal and feces. In the 1990s, there was a 
significant push toward using phosphates to grow rice to replace animal feces.  In China, 
phosphate mining occurs over 1,000 miles from where rice is grown. Since the 1980s, lifespans 
have expanded in China because of replacing the age-old method of organic fertilizing with 
artificial nutrients. 

Rice, unlike wheat, requires extensive labor and constant monitoring. In ancient times, a wheat 
farmer could plant the seed, leave it to grow alone, join a military campaign, and then return to 
harvest the crop months later. About one-third of Indian ag is grown in water-poor regions that 
rely heavily on the seasonal Monsoon rains. 

As mentioned, rice is not generally grown as a row crop. It grows in paddies in the open air. 
Seedlings are transferred into paddies primarily by hand. Water is used as a form of weed 
control. Rice cannot produce high yields over time without phosphates or organic manure. 

As global marketing chains break down in a deglobalizing future, famine will be a common 
threat to society. The one big exception is North America, where there is a surplus of food 
production, energy, and ag nutrients nearby, if not local. We may see seven decades of 
advancements melt away in parts of the world. As boomers retire, their capital will not be 
available for consumption and new investment. In addition, countries will be facing declining 
demographics across the advanced world. More and more manufacturing will withdraw from 
global to local and friend-supplied sourcing.

How world rice trade and production may sort itself out:

The primary concern of global grain trade in the future will be ensuring the safety of cargoes on 
the open sea and securing sourcing agreements with powerful nations nearby. Unlike other 
cargoes, agricultural products must arrive on time for planting and growing crops. As the adage 
goes, “if you cannot sell it, you will smell it.” 
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What follows is a chart package with commentary to help us understand what is happening in 
the agricultural trade for rice. The prime mover of price is the stocks/use in relevant markets, 
plus trends in interest rates, the US dollar, crude oil, and related commodities. The recent 
collapse in commodity prices says more about what hedge funds are thinking about inflation 
and the economy than any particular insight into where commodities will be in the next six 
months.

A CHARTBOOK WITH COMMENTARY:
One of the keys to rice is the wheat market and Ukraine’s situation moving forward. Million tons 
of wheat are gummed up in storage with no clear path to entering world trade channels in 2022 
from Ukraine. What will happen to wheat production in the Black Sea region of Ukraine and 
Russia in 2023?

World Food Grain Stocks comparisons

World wheat ending stocks have been headed downhill since 2017/2018, even before the 
blockade of Ukraine wheat on the Black Sea. Conversely, rice stocks have been building since 
2008/2009. Not only have wheat stocks been declining but also corn stocks as well.
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India comprises about 40% of world rice 
exports. If China and India are removed 
from world stocks, the world stocks/use 
level will get tight quickly. We have 
already given ten ways rice stocks could 
tighten up significantly in the next 12 
months.
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Historically every few decades, grain prices go 
through a price reset. Most of these price resets 
have resulted from wars such as the Civil War, 
WWI, and WWII. During the 1970s, grain prices 
were reset due to a decline in the value of the 
US dollar and rising oil prices. In the 2000s, the 
ethanol mandate and expanding trade in grains 
globally increased price volatility because of 
escalating meat consumption. If our concerns 
about difficulty originating grains and artificial 
inputs come to pass, we could rapidly move to 
a higher price plateau.
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We are in a price dip going into the North 
American harvest and the unwinding of 
prominent hedge fund positions in wheat based 
on the bottling up of supplies by the inability to 
ship Ukrainian wheat out of the Black Sea. 
Chicago SRW wheat is much more subject to 
movements in hedge funds than Black Sea 
wheat; the price has settled back to the uptrend 
since 2020. Black Sea wheat has maintained a 
stronger up trend similar to rice futures, which 
are looking for a harvest low up ahead. The 
pattern of speculative positions in wheat and 
related commodities like energy, livestock, 
metals, and grains can be seen in open interest 
futures market ownership or the number of 
longs or shorts in a particular futures market. 
Net long positions in rice have shifted from 
speculative to commercial positions hands as 
producers and merchant increase or reduce 
their net short positions over time.
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The link between natural gas prices and grains is due to fertilizer. Nitrogen fertilizers require 
natural gas, and other things being equal, rising natural gas prices in the US and the EU can 
drive fertilizer costs and thereby build expectations of where grain prices must go to incent 
farmers to plant grains in 2023. Another indicator of rice is its price relationship to wheat when 
rice gets as cheap as wheat is currently, the substitution of rice in feed rations as is the case in 
China, and the substitution of rice for wheat in affordable food grain programs for the poor and 
elsewhere can reset the rice market over time. 

On a technical basis, the rice price in the US has reached a breakout level with the harvest. Our 
long-term five years or 60 months moving average has broken above our 200-month or 17-year 
moving average, suggesting that over the months ahead, we will be into a robust market by next 
spring.

Does history repeat itself? No, but history can rhyme. The next 12 months may elevate rice and 
its input costs in light of the significant realignment of market conditions. Remember, it took 
about five months in 2007 for the crossover signal to be reflected in higher prices. Patience is 
required to let the market play catch up. Buyers in India are pushing back on higher prices. But 
it is becoming ever clearer that rice production in India will be lower than forecast at the start of 
the season.
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Rice has taken a different direction than soybeans over the last 50+ years. 

Currently rice business in the Americas is less than one-tenth the size of Asia. A slight 
shift of 10% of Asian rice demand to the Americas could double the size of the rice 
business in the Americas.

Over the last 52 years, the list below reveals the trends in rice and soybean production and 
exports in the Americas and Asia. The findings are pretty self-evident.

A final thought on rice

Soybeans Rice

Americas Production +313 MMT +13 MMT

Americas Exports +153 MMT +3.8 MMT

Asia Production +20 MMT +265 MMT

Asia Exports UNCHANGED AT 0 +43 MMT

Trends for the period of 1970—2022 (MMT = million MTs)
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The Americas dominates the soybean trade but is a minor player in rice. Asia dominates the 
world rice trade and production and contributes little to the production of soybeans and 
exports, virtually nothing. If the price relationships existed, the Americas could produce and 
export more rice than it does. It is, however, unlikely that Asian soybeans will ever be a big part 
of world soybean production or exports in Asia. On the other hand, all that needs to happen for 
an upsurge in the Americas’ rice business is the removal of large subsidies on rice in Asia, which 
could lead to the more rational use of natural resources in both hemispheres.

One reason Asia may reduce its rice subsidies is that it may be picking up the tab for military 
security from the US moving down the line. You buy guns or subsidize butter; take your pick.

In case you are convinced that the Americas will never compete with Asia on price, we leave 
you with these thoughts:

Here are the factors working against Asia originating more rice in the years ahead:

• Asia is suffering from declining water aquifers, especially in China, India, and Thailand. 
Agricultural planners for years have been advocating to the government to make a shift in 
India from rice to oilseeds, in which India is deficient. It makes resource sense but not 
political sense because of the massive farmer lobby against changing farm programs and 
redistributing profitable rice subsidies.

• Asia is very deficient in soil fertility, especially China, which requires five times the artificial 
nutrients of US farms. That makes no economic sense.

• Long-term self-sufficiency of rice production hinges on energy and artificial nutrient self-
sufficiency in plentiful supply. In the coming global disorder, nutrients are likely to escalate in 
cost just as countries ramp up their expenditures on their military. 

• Four of the biggest Asian producers and consumers of rice are located in high population 
countries of India, China, Bangladesh, and Indonesia.

• Three countries in Asia are big consumers of rice and are also primarily located on Islands: 
Malaysia, Indonesia, and the Philippines. Rice should be grown in large river deltas, not on 
islands. In addition, as was discussed earlier, there is enormous potential demand for meat in 
most of the rice-eating cultures of Southeast, South, and East Asia. The largest importer is 
China, whose meat consumption has increased the most as its per capita GDP has gone up. 
China is twice as large a rice importer as any other country. Could the rising rice imports be 
related to its preference for meat? We would also point out that the US imports a third of its 
domestic rice consumption and is a massive meat consumer. Vietnam is a fast-growing meat 
economy and a fast-growing importer of rice.

In the next half-century, political unrest in China and declining water resources in India 
and China may force Asia to turn to the Western Hemisphere for some of its rice 
supplies. Both rice and soybeans were invented in Asia, but soybeans in the last half century 
have been outsourced to the Western Hemisphere. The lopsided subsidization of rice has 
temporarily kept both demand and supply for rice inside Asia.
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The unwinding of the global order we have benefited from over the last 70 years will drive 
countries to source from countries closer to their borders, which has been described as friendly 
and more immediate sourcing.

World production for rice will eventually recenter in areas with fewer people and more 
water supplies, ruling out India and China. That opens up opportunities in the Americas. 
We predict a renaissance in rice production in the Americas in the decades ahead for two 
reasons: water and production cost. 

The rice market will have to adjust budgets to the military expenditure of piracy as sea lanes 
become more expensive to police. Countries will not be able to continue the extravagant 
agricultural subsidies while increasing funding for the growing military costs of a more 
dangerous world order. Rice demands water and more ready access to artificial nutrients and 
energy supplies. Asia will have more trouble securing available supplies of the inputs necessary 
to grow rice crops. Either Asia consumes less rice and more wheat and soybeans, or the relative 
price of rice gains on wheat and other foods, reversing the recent discount of rice to other 
foods.

To sum up the eight drivers of change in the years ahead that favor the growth of the rice 
industry in the Americas:

1. A global breakdown and restructuring of world trade and food production.

2. Countries will be seeking regional trade groups to seek out commodities and security.

3. The world has become a much more dangerous place to operate within and buy, sell, and 
transport commodities.

4. Changes in world commerce, if correct, could lead to internecine warfare, destruction of 
food trade channels, and famine with uncertain implications for the prices of all agricultural 
goods.

5. After 70 years of relative civility, agricultural production and trade could begin to look more 
like the world over a century ago when all shipping required weaponizing ships as escorts to 
ward off piracy.

6. There are three world-class empires seeking alliances and assurances of supplies: the US, 
China, and India. A 4th country, Russia, lacks the GDP wealth and reach of the first three but 
has nuclear missile delivery capacity, making it a particular threat to world stability.

7. We believe that the hand of God is working in all these things, but it is challenging to know 
what the world will look like on the other side of all these changes. We look through the glass 
darkly now.

8. Think about this one. Before the Pandemic and the events of 2022, many of the issues listed 
above would have seemed impossible even to contemplate as tangible outcomes.
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9. We must think about the unthinkable and unimaginable to survive as an industry and a 
world.

Please see the global map of world GDP by country below. It is obvious how small the GDP 
wealth base in Russia is relative to its geographical size at the bottom of the GDP map. Russia’s 
political order has focused more on communism and now preservation of its autocracy than 
building wealth for its citizens to enjoy. You get what you think about and do.
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“In times of change, the future belongs to the learner, while the 
learned will find beautiful ways to cope with a world that no 

longer exists.”
-Eric Hoffer, The True Believer

Thanks to Peter Zeihan, Zeihan on Geopolitics, Zeihan.com, Colorado; Randy Ouzts, US Rice 
Manager, Nutrien, Memphis, Tennessee; Dr. Peter Timmer, World Class Rice Economist, and 
fellow Stanfordian, Fort Myers, Florida; Kay McManus, Firstgrain Editorial 
Director/Organizer/Data Expert, fellow Toastmaster, Austin, Texas. 

Also, I thank Firstgrain’s many customers in the worldwide rice marketing chain: brokers, 
world traders, regulators, exchanges, millers, cooperatives, and rice farmers. Also, Reme 
Echo of Hebrew Codes, friend and webmaster extraordinaire from Nigeria who was raised on 
Uncle Ben's rice. 

Milo worked for Uncle Ben’s for 18 glorious years, where he learned the rice business, how to 
control personal debt, and serve customers with first-class service.  

Thanks to Milo’s wife, Jan Hamilton, who is a life partner and the first to tell me what I do not 
want to hear. She also speaks “farmer,” raised on an Iowan corn farm and a follower of our 
Lord.
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Would you like to regularly receive reports like these that are 
packed with pertinent information about the rice industry?

Make sure you have the correct data and insights that will 
enable you to make informed decisions in the rice market. 

Sign up to be a Firstgrain client today: 
https://firstgrain.com/signup/

https://firstgrain.com/signup/
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the written permission of Firstgrain, Inc.

The information contained herein is gathered from sources we believe to be reliable but 
cannot be guaranteed. The information contained herein, while not guaranteed as to accuracy 
or completeness, is obtained from sources believed to be reliable.

Any opinions or recommendations expressed are based on the author's judgment, and no 
guarantee is made that profits will be achieved, or losses will not be incurred. 
Recommendations made should not be constructed as an offer to buy or sell commodities. 
There is a risk of loss in trading futures and options. Past performance results of a particular 
trading strategy or program are not necessarily indicative of future results.
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