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Ample supplies of wheat, corn and soybeans 
The corona crisis has had a major impact on the demand for commodities. While the grains market has 

also suffered, the total decline in demand has proven relatively limited. Demand for wheat in particular 

remained fairly stable due to a significant increase in home consumption and stock building. However, 

all grain markets saw demand weaken due to Covid-19. For the time being, global supply is sufficient 

and continues to be high because a swift recovery to pre-covid-19 demand levels cannot be expected 

anytime soon. 

     
• Wheat: stocks at a historically high level 

• Corn: lower ethanol production leads to less demand for corn 

• Soybeans: competitiveness of US soybeans is increasing 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 Price trends in grain markets in 2020 ytd 
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   Balance and ending stocks wheat until 2021 
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Wheat: stocks at historically high level 

The outlook for the harvest in major wheat producing countries such as 

Russia, Canada, Australia, China and India is good. The supply will 

therefore remain stable for the time being. According to the International 

Grains Council (IGC), global wheat supplies will increase by about 4% next 

season. This means there will be no shortages. The demand side is 

causing most unrest in the wheat market. Despite the fact that demand for 

wheat has been hit less hard than the demand for other grains, it is still 

below pre-Covid-19 levels. And the virus continues to stir market trends. 

For now, the persistent uncertainty about the demand outlook will continue 

to have a significant impact on market sentiment . The price of wheat is 

thus strongly linked to the mood of investors, who remain wary. On the 

bright side, the weaker US dollar is good for the competitiveness of the US 

in the export market. And the dollar is expected to weaken further in the 

near future. Major importing countries in Asia and Africa (such as Egypt, 

Algeria, Indonesia and the Philippines, but certainly also China) will not 

ignore this potential advantage.  
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Demand decrease on Covid-19 but decline relatively limited  

The corona crisis has had a major impact on commodity prices this year. 

The CRB index - a representative indicator for commodity prices - fell by 

more than 40% from 20 January to 20 April. From 20 April onward, the 

recovery in the index slowly started to gain traction. Grain prices have also 

been under pressure, but the decline has not been as sharp as the loss in 

the CRB index. Negative sentiment about commodity markets dictated 

prices. Still, the demand for some grains (especially wheat) remained 

relatively stable or even increased due to strategic stockpiling of countries 

and end consumers. As a result, the price decline was relatively limited. 

On balance, however, there was a sharp drop in demand in the grains 

market, albeit far less compared to other commodity markets. The abrupt 

sharp fall in the oil price had a relatively large impact on the demand for 

corn and soybeans. These commodities, especially corn, are also used in 

the production of renewable fuels such as ethanol. The combination of 

higher grains output and lower demand has ensured a continuing high 

level of supply. Therefore, we do not expect a rapid recovery in demand. 
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DISCLAIMER 
 
This document has been prepared by ABN AMRO. It is solely intended to provide financial and general information on economics. The information in this document is strictly proprietary and is being supplied to you 
solely for your information. It may not (in whole or in part) be reproduced, distributed or passed to a third party or used for any other purposes than stated above. This document is informative in nature and does 
not constitute an offer of securities to the public, nor a solicitation to make such an offer.  
 
No reliance may be placed for any purposes whatsoever on the information, opinions, forecasts and assumptions contained in the document or on its completeness, accuracy or fairness. No representation or 
warranty, express or implied, is given by or on behalf of ABN AMRO, or any of its directors, officers, agents, affiliates, group companies, or employees as to the accuracy or completeness of the information 
contained in this document and no liability is accepted for any loss, arising, directly or indirectly, from any use of such information. The views and opinions expressed herein may be subject to change at any given 
time and ABN AMRO is under no obligation to update the information contained in this document after the date thereof.  
 
Before investing in any product of ABN AMRO Bank N.V., you should obtain information on various financial and other risks and any possible restrictions that you and your investments activities may encounter 
under applicable laws and regulations. If, after reading this document, you consider investing in a product, you are advised to discuss such an investment with your relationship manager or personal advisor and 
check whether the relevant product –considering the risks involved- is appropriate within your investment activities. The value of your investments may fluctuate. Past performance is no guarantee for future 
returns. ABN AMRO reserves the right to make amendments to this material. 
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Corn: lower ethanol production causes a loss of demand for corn 

The IGC expects a record corn harvest for the coming season. About 

70% of the total corn supply is harvested in the US, China, Brazil and 

the EU. In these countries, production will increase by an average of 5% 

next season. The outlook for demand is still not optimal and is causing 

oversupply in global markets. Covid-19 has contributed to the overall 

drop in demand, but the sharply decreased (and still relatively low) oil 

price has also had a significant effect. A low oil price makes the 

production of ethanol from corn a lot less financially attractive. Demand 

for ethanol was also weak due to global lockdowns. In the coming 

period, the corn market will remain under the influence of Covid-19 and 

the trend in the oil price. ABN AMRO expects the oil price to recover 

slowly until the end of 2021. This will keep ethanol production relatively 

low. Given the lower demand from the ethanol market and the currently 

good global availability of corn, the upside potential for the price of corn 

is severely limited. 

 
 
 

Soybeans: competitiveness of US soybeans is increasing 

The soybean market has three major players: the US, Brazil and China. The 

US and Brazil have a combined share of almost 85% of the soybean export 

market. And the highest volumes of soybeans go to China. This soybean 

triangle largely determines sentiment. The Chinese hunger for soybeans 

continues to be significant because the product is protein-rich and therefore 

ideally suited as animal feed, particularly for pigs. Over the coming years, the 

growth potential of China's pig herd is high, assuming the country gets a 

firmer grip on new outbreaks of African Swine Fever. Brazilian farmers want 

to benefit from the Chinese demand and are consequently expanding their 

acreage. Unfortunately, this is often at the expense of vulnerable nature 

reserves. Nonetheless, the expected substantial expansion in acreage will 

ensure record harvests in Brazil next season. This will keep the price of 

Brazilian soybeans relatively low. Meanwhile, due to the weaker dollar, US 

soybeans will become more competitive in the near future. Our expectation is 

that the dollar will weaken further towards the end of 2021. Output in the US 

is also set to increase further, which is keeping prices in check there as well. 

The third party that will ultimately benefit is of course China, which remains a 

strategic buyer and will not ignore any price advantage.   


