






































Hedging Canadian Wheat in the MGEX
Hard Red Spring Wheat Futures 

 
The North American wheat markets are well integrated which makes it possible to hedge 
Canadian spring wheat in the MGEX hard red spring wheat futures contract.   The 
following graphs and data show the relationship between Canadian prices (or prices 
representative of Canadian locations) and the MGEX futures prices. 
 
Thunder Bay, Domestic Milling Prices1 
 
In Canadian dollars (CD) per metric ton (MT), the Canadian Wheat Board’s (CWB) 
quoted price for domestic 14% protein milling wheat at Thunder Bay tracks the MGEX 
nearby futures price very closely.  The correlation in weekly price changes is 0.80 which 
suggests that the MGEX serves as an effective hedge even over short horizons.  The cash-
futures basis is relatively steady with an average of CD 44.00/MT. 



Northeast Montana, Elevator Prices
As a proxy for Canadian country elevator prices, the USDA’s Northeast Montana quote for 14% protein 
spring wheat is utilized.   Assuming that prices in the Canadian prairies are comparable to the U.S. prices, 
Canadian farmers can expect a correlation of 90% between week-to-week changes in country prices and the 
MGEX futures.  Moreover, the basis should be fairly constant at around CD 10.00/MT under the nearby 
futures price.

Importantly, the data in these analyses include 2007-2008 when wheat prices hit all-time highs.  In a more 
subdued market environment, hedging Canadian wheat in the MGEX spring wheat futures could perform 
even better than the results presented here.



West Coast, Portland Prices 
 
As a proxy for the West Coast export markets, the USDA’s Portland (delivered, train) 
quote for 14% protein spring wheat is utilized.   Assuming that Vancouver prices for 
Canadian spring wheat comparable to the U.S. West Coast prices, then Canadian 
merchants can utilize the MGEX spring wheat prices for hedging.  Despite a few missing 
observations, the Portland prices show a week-to-week correlation of 0.88 with the 
MGEX futures.  The Portland basis is consistently around CD 49.00/MT. 



Currency Considerations 
 
The above analysis assumes that hedges are in a common currency.  The correlations 
were run for weekly price changes assuming a currency hedge (common currency) and 
without a currency hedge (across currencies).  The correlations are presented below for 
data from August, 2006 through December, 2011. 
 

 
 
 
The correlation in weekly price changes declines by 0.02 to 0.06 when hedges are placed 
across currencies as opposed to in a common currency.  Even without a currency hedge, 
the correlations range from 0.74 to 0.86.  This suggests that over weekly horizons the 
MGEX spring wheat futures can be effective risk management tools for Canadian 
producers, processors and end-users. 

Common Across
Currency Currencies

Thunder Bay 0.80 0.78
St. Lawrence 0.78 0.74
NE Montana 0.90 0.86

Portland 0.88 0.82
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