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Macro Issues 3

Potential Impacts 
on the U.S. Grain Trade

China – South China Sea

Ocean Freight Volatility, 
Fuel Costs, Insurance

Russia - Ukraine…?

Iran Conflict / Persian Gulf
Crude Oil Price @ $95/barrel

China and Tiawan…

World Hot Spots and Events to Watch 2026-27

Source:

China – US Trade

Currency: US Dollar, 
as Reserve Currency

Renewal of 
USMCA…?

Cuba…?

US intervention
in Venezuela…?

EU NATO and Trade…?

Red Sea; Yemen,
Ethiopia-Eritrea, Somalia…?

India – US Trade

Monroe Doctrine

Geo Political Hot Spots

3

4



2026-27 World Grain Market Outlook
2026 KSU Risk & Profit Conference, KSU Alumni Center, Manhattan, Kansas

August 21, 2026

Prepared by Guy Allen & Daniel O’Brien, Kansas State University 3

Current Market Outlook & Issues

Geo Political Risks – Western 
Hemisphere

 Monroe Doctrine

 USMCA 
 Mexico –

 Canada – Schedule renegotiation of USMCA (NAFTA) has been complicated 
by Canada

 Venezuela – U.S. intervention and change in leadership

 Cuba – Country on the edge of collapse

Current Market Outlook & Issues

Geo- Political Risks

 Russia – Ukraine: Would suggest open hostilities are likely to end by 
the end of the year.  A significant increase in casualties and destruction of 
strategic infrastructure, both military and commercial assets (including 
grain storage, handling, transportation, and export shipping assets…) 
would suggest a desperate last ditch effort to gain long term future 
advantage.

 Sea of Azov –

 Ukrainian Ports  –

 Persian Gulf: Iran – Israel, U.S. 

 The Kurds in Iran, Iraq, Turkey, Syria –

 Iraq –

 Hezbollah in Lebanon –

 Yemen and the Houthi –

 Ethiopia and Eritrea / Conflict With Al-Shabaab in Somalia

 Red Sea / Suez Canal

 Houthis in Yemen –

 Ethiopia and Eritrea –

 Somalia –

 Sahel – (Burkina Faso, Cameroon, Chad, The Gambia, Guinea 
Mauritania, Mali, Niger, Nigeria and Senegal) – Growing strengthௗof 
violent organizationsௗthreatens a humanitarian crisis and instability, 
posing security and financial risksௗto theௗUnited States and Europe.ௗ

 China:
 Belts & Roads Initiative 

 Regional 

 Taiwan 

 South China Sea and broader territory claims

 Afghanistan and Pakistan –

 North Korea –
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Current Market Overview, Outlook & Issues

Yemen – Houthi Attacks

 Yemen Since mid-November 2023, the Yemen-based, Iran-backed Houthi rebel group has attacked dozens of commercial ships in the Red Sea, with no 
signs of slowing down. An exodus of shipping companies from the region now threatens to scuttle supply chains and increase consumer prices just as 
global inflation begins to ebb. 

 The United States has announced an international security initiative to protect commercial vessels, but some experts say the effort falls short of the 
necessary deterrence, and others worry a forceful response could propel the region into wider conflict.

40% of Asia – Europe Trade 
A disruption in trade could 
send a ripple effect of higher 
costs across the world 
economy.
Container Traffic 
1/3rd of all containers flows 
through the Suez Canal.
Energy 
- 12% of seaborne crude oil 
- 8% of LNG)

Shipping detours around the 
southern tip of Africa increase 
the distance from 8.5k nm
(26days) to 11.8k nm (36 
days) or by 39%; (over 
US$1million) 

Source: Global Conflict Tracker - https://www.cfr.org/global-conflict-tracker/conflict/war-yemen
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Baltic Dry Bulk Index
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9
US Dollar Index

Current Market Outlook & Issues

U.S. Dollar – Federal Funds Interest Rate

Source: Trading Economic - https://tradingeconomics.com/united-states/interest-rate

10 Year Chart Monthly 
(17th June 2026)

Source: U.S. Federal Reserve

Federal Funds Rate:  3.5% – 3.75%

A majority of Fed officials highlighted that some policy firming 
would likely become appropriate if inflation were to continue 
to run persistently above 2%, minutes from the FOMC 
meeting in April 2026 showed. To address the possibility of 
rate hikes, "many participants indicated that they would have 
preferred removing the language from the post-meeting 
statement that suggested an easing bias regarding the likely 
direction of the Committee’s future interest rate decisions“. 
However, several participants highlighted that it would likely 
be appropriate to lower interest rates once there are clear 
indications that disinflation is firmly back on track or if solid 
signs emerge of greater weakness in the labor market. The 
Fed kept the fed funds rate unchanged at the 3.5%–3.75% 
target range for a third consecutive meeting in April. The 
decision was not unanimous, and the 8-4 vote marked the 
first time since October 1992 that four officials dissented 
against a FOMC decision.

The benchmark interest rate in the United States was last 
recorded at 3.75 percent. Interest Rate in the United States 
is expected to be 3.75 percent by the end of this quarter, 
according to Trading Economics global macro models and 
analysts expectations. In the long-term, the United States 
Fed Funds Interest Rate is projected to trend around 4.25 
percent in 2027, according to our econometric models..
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Current Market Outlook & Issues

U.S. Dollar and the Petrodollar System
The Reality Check: The threat to the US Dollar is not that the Chinese 
Yuan or a BRICS currency will totally replace it, but the threat of 
fragmentation. 

As alternative networks process hundreds of billions in energy trades, 
the aggregate global demand for US Dollars and Treasuries will 
gradually diminish, permanently weakening America's economic 
leverage and sanctioning power. 

While the US dollar remains the dominant reserve currency, these 
alternatives are securing a permanent, functional foothold in global 
trade.

Currently the “petroyuan” and BRICS payment systems are 
transitioning from theoretical concepts to live, operational infrastructure. 
Driven heavily by Western sanctions and recent geopolitical conflict in 
the Middle East, the global financial architecture is actively fracturing into 
a multipolar system. 

Venezuela - United States military intervention in Venezuela and the 
seizure of control over state assets aim to force the revival of the 
country's oil industry and restore dollar-dominated energy trading. This 
aggressive move was designed to disrupt non-dollar settlements, bolster 
sagging petrodollar credibility, and thwart growing Chinese and Russian 
economic influence in the region. 

Iran - Recent military actions have strained the petrodollar system by 
exposing vulnerabilities in US security guarantees for Gulf states and 
disrupting maritime trade chokepoints. 

Corn Markets 12
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There has been an 

11% minimum  

World-less-China   

% S/U since 2021/22



“Volatile Markets” 

IF S-D conditions 

push % S/U lower 
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Grain Sorghum Markets
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Cotton Markets 71
9f449f9b-1b04-4265-8485-8eba77c62e4e-cotton_bales_on_trailer.webp
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Closing Perspectives 75

Questions?

Daniel O’Brien – Extension Ag Economist

KSUGrains on Twitter

www.AgManager.info
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