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The Grain Deal Expiration Even
Abstract

This event study investigates the price reaction to the expiration of the grain deal on July 17, conside
representing the event date, 4 days after the deal's expiration, and -55 days before. The primary focus is on the Chica
Futures and the S&P GSCI Wheat Index, aiming to assess the impact of this event on their respective prices. Utilizing
methodology and daily data, the analysis seeks to 1dentify potential abnormal returns or significant price changes in respons
and eventual expiration of the grain deal. The study's findings will provide valuable insights into market reactions concernin
SRW Wheat Futures and the S&P GSCI Wheat Index, offering implications for the global grain market and potential trading
i the wheat industry.

Introduction

The grain market plays a vital role in the global economy, with wheat being one of the essential commodities in this
developments have brought attention to the expiration of a significant grain deal on July 17, which has implications for mar
and 1nvestors. This event study aims to delve mto the price dynamics of the Chicago SRW Wheat Futures and the S&P
Index surrounding the expiration date, analyzing a 60-day period that includes 4 days after the deal's expiration (day 0) and exténds back
to -55 days before the event.

‘Wheat futures and commodity indices serve as crucial indicators of market sentiment and can offer valuable msights into the supply and
demand dynamics within the grain market. The expiration of the grain deal and any associated threats may have substantial effects on these
mstruments, impacting market participants' investment decisions and overall market performance.

In light of these developments, this event study adopts an event-based methodology, using daily price data, to examine any abnormal
returns or significant price changes linked to the grain deal's threat and eventual expiration. By focusing on the Chicago SRW Wheat
Futures and the S&P GSCI Wheat Index, this analysis seeks to understand the market's reaction and evaluate the extent of any price shifts
due to this critical event.

The findings of this study hold practical implications for stakeholders in the grain industry, investors, and market participants seeking to
comprehend how the market responded to the grain deal's expiration. Moreover, the study's insights may shed light on potential trading
opportunities and provide valuable guidance for those mvolved in the wheat market, especially amid changes m supply and demand
dynamics.

With the global grain market constantly evolving, understanding the impact of significant events like the grain deal expiration is essential
for making informed decisions and navigating potential market shifts. This event study contributes to the broader knowledge base
surrounding grain market dynamics and highlights the significance of monitoring such events in the quest for successful trading and
Imvestment strategies.
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Research specific to the wheat market has also been conducted, focusing on factors that influence wheat prices, such as weather
conditions, production levels, and trade policies. Additionally, studies have explored the link between wheat futures and spot prices,
providing valuable information for traders and market participants. However, lmited research appears to have investigated the specific
mmpact of the expiration of a significant grain deal on wheat futures and commodity indices.

Given the significance of the grain market and the potential consequences of the grain deal's expiration, this event study aims to fill the
gap 1n the existing literature by examining the reaction of the Chicago SRW Wheat Futures and the S&P GSCI Wheat Index surrounding
the event date. Through the application of an event-based methodology, this study seeks to contribute to the understanding of grain market
dynamics, price behavior, and the market's response to crucial events like the expiration of a major grain deal. The nsights gained from
this research will provide valuable guidance for market participants and investors seeking to navigate the grain market effectively and
capitalize on potential trading opportunities arising from significant events.

thodology

ent study employs a robust methodology to analyze the reaction of the Chicago SRW Wheat Futures and the S&P GSCI

ndex to the expiration of the grain deal on July 17. The study focuses on a specific event window, ranging from 55 days before
ration to 4 days after the event, with day 0 representing the expiration date. The methodology includes data collection, event
window determination, estimation of expected returns, calculation of abnormal returns, and statistical analysis to assess the significance of
the findings.

In this study, historical price data for the Chicago SRW Wheat Futures and the S&P GSCI Wheat Index 1s obtained from reliable
financial data sources, such as financial markets' official websites or reputable financial data providers. The data collection period will
cover 60 days, including 55 days before the expiration date and 4 days after the event.

The event window for this study encompasses a total of 60 trading days, including the expiration date (day 0) and the 55 days leading
up to it. This allows for a comprehensive analysis of price movements before, during, and after the grain deal expiration.

The market model will be used to estimate the expected returns for each day within the event window. The model uses historical data
to predict the daily returns of the Chicago SRW Wheat Futures based on the S&P GSCI Wheat Index, as referred to as the market's
overall performance:

E (Rit) = ai + i Rmt + €it

Abnormal returns will be computed by taking the difference be e actual daily returns and the expected returns for each tradi
day 1n the event window. Positive abnormal returns indicate an 1 price above what was predicted by the market model, whil
negative abnormal returns suggest a decline below the expected p ce:

ARit = rit — E (Rit)

Statistical analysis will be performed to assess the significance of abnormal returns. The event study will use t-tests to determine
whether the cumulative abnormal return (CAR) 1s significantly different from zero. A significant CAR indicates that there was a
noteworthy reaction in the grain market following the expiration of the grain deal:

T;
CAth = t2=T1 Ath

Using t-statistic, the significance level of the results will be calculated to determine whether the cumulative aby
significantly different from zero (its expected value):

Z=CARt xn 0.5
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conclusion

eal on July 17 had a significant impact on the Chicago SRW Wheat Futures. The wheat futures
8 and cumulative abnormal returns during the event window, indicating a favorable market
reaction. The findings suggest d growth 1 prices and increased market sentiments following the expiration of the grain deal. This
study contributes valuable msigli#*nto the dynamics of the wheat futures market and highlights the importance of major events in shaping
price movements and market behavior in the grain industry.

In conclusion, the expiratid
market exhibited positive ali

Table 1
Abnormal Returns (AR), Cumulative Abnormal Returns (CAR) & t-values
Pre Expiration (renews threats) Near and Post Expiration

days AR t-test CAR t-test Days AR t-test CAR t-test

-55 -0.01 [ -0.75 0.01 [ -1.35 -94 0.02 1.75 0.04 4.17

-54 0.01 [§ -0.49 0.02 [% -1.76 -93 0.01 0.86 0.03 3.69

-53 0.00 0.15 0.00 [ -0.48 -99 0.01 1.09 0.02 2.75

-52 0.02 [ B -1.41 0.02 [% -1.78 -91 0.01 [§-0.73 0.00 0.50

-51 0.00 [ -0.18 0.02 [F -2.95 -0 0.01 1.09 0.00 0.50

-50 0.03 269  ** 0.08 I 8b5 -19 0.01 0.57 0.02 2.34
0.04 4.06 -18 0.01 0.92 0.02 2.10
0.01 i 0.68 -17 0.02 1.76 0.03 3.78
0.00 F-0.96 -16 0.02 1.47 0.04 4.57
0.01 [ -1.87 15 0.02 .69 0.04 .48
0.01 [} -1.61 -14 0.01 [§-0.75 0.01 1.33
0.02 [F -1.73 13 0.02 (& -1.61 20.03 [ -3.34
0.00 § 0.0 -12 -0.01 -0.91 -0.03 [ -3.57
0.05  {5.58 -11 0.00 0.97 001 [1-091
0.04 1§ 8.97 -10 -0.02 -1.48 0.02 [X-1.71
0.02 (B 218 -9 -0.02 -1.19 -0.03[1 -8.77
0.03[ % -2.84 -8 0.04 315  **r 0.02 {277
0.01 [ -1.65 7 0.02 [ -1.75 0.02 1 1.98
0.02 % -1.79 -6 0.00 0.09 0.02 [§-2.35
0.01 113 -5 0.01 [§-071 0.01  [§-0.87
0.00 0.04 -4 0.01 0.85 0.00 §0.21
0.02 [F -2.36 -3 0.02 [F -1.69 0.01 [§-1.19
0.00 0.35 -9 0.01 [} -0.72 0.0 [ -3.42
0.02 [F -1.83 -1 0.00 0.81 0.01  [f-0.58
0.01 [F 161 0 0.03 92194 0.03 3.61
0.02 2.32 1 0.00 0.01 0.03 3)18
0.02 1.75 ) 0.05 3.92 *** 0.05 5.50
0.01 1.50 3 0.00 0.03 0.05 5.60
0.01 1.34 4 -0.03 % -2.84 -0.03 [_% -3.97
0.00 0.16
0.02 2.05 p value> 19%

*** Significant at 1% level (p<.01)
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