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The Great Climate Reversal: From La Nina Drought to
El Nino Deluge

Navigating the 2026 ENSO Shift and the Capital Cycle Revaluation
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La Nifa

From La Nifia Drought to El Nifio Deluge: How ENSO Rewrites Commodity Market Rules in 2026.

Weather is not a chain of random anomalies; it is a core mechanism for risk revaluation in markets that trade
twelve months forward.
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Executive Summary: The Mechanism of Risk Revaluation

In institutional finance, weather is too often treated as background noise. We see it differently.
Weather is not a chain of random anomalies; it is a core mechanism for risk revaluation in markets
that trade twelve months forward.

We are entering a period in which the physical state of the atmosphere is moving directly against
prevailing spot-market sentiment. That tension creates a rare opening for disciplined investors to
reposition before consensus catches up.

The MoatPeak Thesis is built around a transition in the global commodity clock that we call Machine
Time. As of early 2026, we see a 96% probability of an ENSO-neutral phase by April, followed by a 58-
61% probability of a full El Nifio transition by the summer. (see Figure 2)

The Mechanism: ENSO Probability Dashboard

Source: NOAA Climate Prediction Center & IRl (Feb 2026).
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Figure 2. ENSO probability dashboard and spot-future divergence

Key takeaway: We see ENSO-neutral as the near-term baseline (96% into April), with odds shifting toward El Nifio by
summer (58-61%).

For the retail investor, this is not a weather curiosity; it is a structural rotation. We are moving from a
period of spot stress, defined by La Nifia-driven drought and scarcity, toward a future of supply
surplus in the U.S. heartland. That shift is the cornerstone of our strategic outlook, driven by climate
physics rather than market noise. (see Figure 1)
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Executive Thesis: The Pivot Point
Current Phase: La Nina Fading (96% Neutral Probability Feb-Apr)

We are exiting a multi-year La Nifia. The transition to El Nifio (50-60% probability
by Summer 2026) signals a massive capital rotation.

Vector 1: Grains Vector 2: Livestock Vector 3: Equities

Market Sentiment: Pricing Structural Shift: US Herd at Context: Farm income

Spot Fear (Argentina Drought). 1951 lows. crashing (Generational

Future Reality: El Nifio brings Constraint: Biological lag Dbt

US abundance. guarantees high prices until Valuation Gap: Rotate from

Strategy: Bearish Corn / 2028. 'Priced for I?erfection' ($DE) to

Bullish Wheat. Strategy: Long Processors Value/Margin plays ($MCD,
($TSN). Avoid Feedlots. $EXO).

Fade the drought news.

Figure 1. Executive thesis: the pivot point

Key takeaway: Our view is that the ENSO transition is not a curiosity but a structural rotation that investors can front-run.

US Market Impact: Equities, Bonds, and the Dollar

The American agricultural heartland is more than farmland; it is a global inflation anchor. Its
productivity shapes the trajectory of food CPI, which in turn influences Treasury yields and the
strength of the dollar.

When the Midwest is healthy, it exerts downward pressure on the sticky components of inflation. By
contrast, the recent period has been dominated by high protein prices, with Beef CPI up 15% year-
over-year. That dynamic supports higher bond yields (e.g., $TLT, $IEF) as the Federal Reserve remains
alert to supply-side price shocks.

One example of how narrative can diverge from reality is what we call the Argentina Paradox.
Headlines focus on drought and regional yield losses of up to 20% in specific provinces. Yet, data from
the Buenos Aires Grain Exchange still point to a record 57 million ton corn crop. (see Figure 4)
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Vector 1: The Argentina Paradox ($CORN)
5€) The Data (Signal)

Total Argentina Production
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Yields in Cordoba down 10-20%. moisture buffers current dryness.

Action: The window to sell the “Argentina Fear” is closing.

Feb-Apr is the exit zone for Long Grains.

Figure 4. Argentina paradox: headlines vs production data
Key takeaway: We see a gap between drought headlines and data pointing to a record 57 million ton corn crop—creating a
window to fade spot fear.

This disconnect is where we see opportunity. While media coverage amplifies immediate stress, the
forward-looking investor can already trace the path toward normalization.

MoatPeak Forward View: 2026 Agricultural Outlook

Corn ($CORN)

Spot sentiment is understandably tight, with ending stocks at 2.127 billion bushels. Our MoatPeak
view is bearish. A developing El Nifio increases the likelihood of yields above 175 bushels per acre and
a meaningful rebuild of stocks. (see Figure 3)
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The Investor’s Time Machine: Analog Years

US Corn Yields: 2026 vs. Historical Analogs
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“El Nifno does not guarantee a record harvest.
It only shifts the odds.”

Figure 3. Analog years: El Nifio shifts odds on corn yields

Key takeaway: Even with tight spot sentiment, our bearish corn view is grounded in higher yield odds (>175 bpa) and a
stock rebuild as El Nifio develops.

Wheat (SWEAT)

Current sentiment is short-term bullish, driven by frost risks in the Black Sea region. Our view
diverges. We see record global production of 828.89 million tons, but we also anticipate material
supply risk in the Southern Hemisphere, which markets are underpricing.

Soybeans ($SOYB)

Sentiment reflects cautious optimism on export demand. Our stance is bearish, as we expect a
structural shift: Chinese imports of U.S. soy are trending toward zero.

Europe and Global Market Dynamics

The global grain market functions as an interconnected system in which Southern Hemisphere yields
heavily influence energy and commodity pricing in Europe.

While the U.S. corn belt is setting up for a phase of abundance, the global wheat market is nearing a
dangerous peak. The present record of 828.89 million tons was set during a La Nifia episode that
favored Australian output, which reached 35.6 million tons.

Historically, El Nifio brings drought to Australia. As we approach the winter crop sowing window
(April-June 2026), the risk of a moisture deficit becomes a primary concern. A shortfall in the
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Southern Hemisphere could offset the bearish setup in U.S. corn, making wheat a more resilient asset

in a diversified portfolio. (see Figure 5)

The Great Divergence: Corn vs. Wheat

LI

10 Strategic Trade: Long $WEAT /
C Short $CORN entering H2 2026.
Poak Gt Reasoning: 2025/26 was a record
#1F8FS8 wheat year (35.6M tons). 2026/27
US Corn Belt risks a drop to 20-25M tons.
El Nifio = Rain/Mild = Yield

Boost. Bearish Price.

Australia Whéat Belt
El Nifio = Heat/Drought =
Supply Shock. Bullish Price.

Figure 5. Corn vs wheat divergence: U.S. abundance vs Australia risk
Key takeaway: While U.S. corn is setting up for abundance, we think the more durable risk sits in wheat via Southern
Hemisphere sensitivity—especially Australia.

In our view, the peak of global wheat production for this cycle is likely behind us.

Sectoral Shifts and Tickers: The Protein and Ag-Tech Divergence

Capital Cycle Theory tells us that the cure for high prices is high prices—but biological lags cannot be
accelerated.

The U.S. cattle inventory has dropped to a 75-year low of 86.2 million head, a level last seen in the

Truman era. (see Figure 6)
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Vector 2: The Supply Shock (USDA 1951 Lows)

US Cattle Inventory (1950-2026)
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Figure 6. Supply shock: U.S. cattle inventory at multi-decade lows

Key takeaway: We frame the cattle complex as a Meat Supercycle: inventory is at a 75-year low (86.2 million head), keeping
beef supply constrained.

We refer to this as a Meat Supercycle. Because it takes nearly three years for a heifer to produce a
market-ready calf, beef supply is effectively frozen in the near term. (see Figure 7)

The Biological Lag: Why Prices Stay High

Cow Math
E - ! ; Gestation Growth Market Availability
Retain Heifer (9mo) (12-18mo) (2028-2029)

Heifer Retention Rate

52% <40-49%

Current: 52% Slaughter Rate (Liquidating) Expansion Threshold: <40-49%

Insight: Supply cannot physically respond for 2-3 years.

Figure 7. Biological lag: why high protein prices persist
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Key takeaway: Biology creates a hard constraint: beef supply cannot respond quickly, so high protein prices can persist even
as feed costs shift.

The Protein Paradox ($TSN, $SMCD, $CMG)

Tyson Foods ($TSN) sits at the core of this paradox. Its beef segment faces projected losses of up to
$500 million due to record-low cattle availability. Yet its chicken and pork segments are on the verge
of a margin inflection.

As El Nifio pushes down the price of corn and soymeal, feed costs across these segments are poised to
collapse, creating room for substantial profitability expansion. (see Figure 8)

The Margin Squeeze: Who Wins?

\
Processors ($TSN)
Tyson Foods ($TSN)
WINNER. Lower costs +
High Beef Prices.
Chicken margins >10%.

El Nifio Impact

——> Lower Corn/Soy
Prices (Feed)

\
Feedlots
. SQUEEZED. Record calf
prices ($376/cwt) eat up
feed savings.

J

Tyson Q1 FY2026: Revenue up, Beef dragging but Chicken/Pork margins expanding.

Figure 8. Margin squeeze: processors vs feedlots

Key takeaway: We expect falling feed costs to benefit processors’ chicken and pork margins, even as beef remains
constrained by record-low cattle availability.

On the consumer side, we see a clear divergence. McDonald’s ($MCD) tends to prosper in this
environment, as its value positioning captures trade-down traffic. Chipotle ($CMG), by contrast, is
facing margin compression and a 3.2% decline in transactions, having reached the practical limits of its
pricing power. (see Figure 11)
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The Inflation Trade: $MCD vs. SCMG

Context: Beef Inflation +15% YoY.

soveicnpme | I

A\ Risk: High Exposure. @ Hedge: Protected. %

™ Metric: Traffic -2.2%. (. 4 @ Metric: Global comps +5.7%.

< Logic: Can no longer pass costs to « Logic: Value menu drives traffic.
consumers. Inflation outpacing Franchise model insulates corporate
menu pricing. margins.

Bottom Verdict: In a “High Protein Inflation” world, Long $MCD, Avoid SCMG,

Figure 11. Consumer inflation trade: value positioning vs pricing limits
Key takeaway: In a high-protein inflation backdrop, we see $MCD as more resilient via trade-down traffic, while $CMG faces
transaction and margin pressure.

The Ag-Tech Generational Downturn ($DE, $AGCO, $CNHI, $EXO)

The equipment space is sliding into a generational downturn, with net farm income trending toward
$153.4 billion. (see Figure 9)
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Figure 9. Machinery and farm income crunch: generational downturn setup

Key takeaway: With net farm income trending toward $153.4 billion, we see a tougher backdrop for machinery and

equipment multiples.

Deere & Company ($DE) is priced for perfection at a 32x P/E, even as net income is down 25% and its

precision agriculture segment has suffered a 59% collapse.

In this context, we prefer a more contrarian, capital-cycle-aware exposure: Exor NV ($EX0). As the

holding company of the Agnelli/Elkann family, Exor trades at roughly a 50-60% discount to its Net
Asset Value (NAV). With 18% annual NAV growth since 2009, $EXO offers a safer entry into
agriculture via its stake in CNH Industrial, while also giving exposure to high-quality growth assets

such as Ferrari. (see Figure 10)
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The Value Backdoor: Exor NV ($EXO)

Valuation Gap

50-60% Discount
(Deepest since 2009)

Share Price €72-76 NAV (Net Asset Value) €180
F3 ] Ferrari %} CNH Industrial iy Philips
@ (Luxury Anchor) & (Ag Tech) (Healthcare)
Buy Ferrari and Ag-Tech at 50 cents on the Euro.

Figure 10. Exor NV: discounted entry to agriculture via CNH Industrial

Key takeaway: We prefer Exor as a capital-cycle-aware alternative: a 50-60% NAV discount with exposure to CNH Industrial
and other quality assets.

MoatPeak Watchlist for 2026

We are focusing our 2026 monitoring on a handful of names that sit at the intersection of climate,
biology, and capital cycles.

Tyson Foods ($TSN) should be watched for margin recovery in feed-intensive segments as input costs
fall.

McDonald’s ($MCD) remains a key defensive reference point for investors seeking a hedge against
protein-driven inflation.

AGCO ($AGCO), in our view, offers a cleaner, more innovation-focused exposure than Deere—
especially if the stock corrects toward $100.

Exor NV ($EXO) is our preferred long-term wealth preservation vehicle, combining institutional-grade
capital allocation with a significant margin of safety.

Grey Rhinos: The Underestimated Signals

A Grey Rhino is a highly probable, high-impact risk that markets prefer to ignore. In 2026, we see two
such signals.
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The first is the soybean trade war. China has raised tariffs on U.S. soybeans to 34%, driving the U.S.
share of the Chinese market from 49% to nearly zero. This is a structural, political realignment that no
amount of favorable weather can undo.

Even so, U.S. farmers plan to sow 85 million acres of soybeans—walking directly into a supply trap
that consensus has not fully priced.

The second Grey Rhino is the Australian Wheat Pivot. While the market is broadly bearish on grains, it
is missing the fact that Australia is a critical swing exporter. An El Nifio-induced drought could push
Australian wheat output down from 35.6 million tons to just 20-25 million tons.

That would create a sharp price divergence between $CORN and $WEAT. In our view, simply following
the consensus view of “bearish grains” is a second-order mistake that ignores region-specific climate
sensitivity. (see Figure 12)

Grey Rhinos: Structural Risks

Risk 1: Trade War 2.0 (Soybeans)

China tariffs (34%) structurally shifted demand to Brazil.
US share of China soy imports: 49% (2012) —=> ~0% (2026).
Implication: Avoid $SOYB. This is political, not meteorological.

Risk 2: The Australian Drought

El Nifio usually torches Australian wheat.
Potential production drop from 35M tons to 20M tons.
Implication: Global wheat supply shock even if US Corn is abundant.

Figure 12. Grey rhinos: structural risks in soybeans and wheat

Key takeaway: We flag two structural risks: a soybean trade war (tariffs at 34%, U.S. share trending to nearly zero) and
Australia’s El Nifio drought risk.

MoatPeak Scenarios and Probabilities

We believe that probabilistic thinking is the only robust way to navigate a reflexive market. We frame
the 2026 transition using a Three-Path Model: (see Figure 13)

research@moatpeak.com Page 12 www.moatpeak.com



& M OATPEAK INDEPENDENT RESEARCH

Market Scenarios & Probabilities

Bear Case (20%) Base Case (55%) Bull Case (25%)
A

Failed Transition Controlled Rotation El Nifio Supercycle
Neutral ENSO persists. La Nifia fades. Mild El Nifio. Strong El Nifio (>1.5°C
Drought returns. anomaly).

o Corn drifts to $3.80. y)
Corn >$5.00. . Record US crops, cheap feed.

Ny Processors ($TSN) margins : )
Stagflation in Ag. expand. Meat margins explode. Live
Cattle >$270.

i »%

Figure 13. Scenario set: bear, base, and bull paths for the ENSO transition

Key takeaway: Our three-path model frames a controlled rotation (55%), El Nifio supercycle (25%), and failed transition
(20%) around Nifio 3.4 triggers.

Base Case - 55% probability: Controlled Rotation

A soft transition to El Nifio by autumn. U.S. corn yields land between 170-180 bushels per acre, while
cattle prices remain elevated in the $235-$260 range.

Trigger Point: NOAA Nifio 3.4 index stabilizes between 0.5-1.0°C through July.

Bull Case - 25% probability: El Nifio Supercycle

A rapid and strong El Nifio triggers record U.S. harvests above 180 bushels per acre. Corn prices fall
toward $3.50, and processor margins expand sharply as feed costs collapse.

Trigger Point: Nifio 3.4 exceeds 1.5°C by mid-summer.

Bear Case - 20% probability: Failed Transition

The El Nifio shift stalls, and drought conditions return to the U.S. Midwest. Corn moves back toward
$5.00, and $TSN’s beef losses deepen.

Trigger Point: Nifio 3.4 remains below 0.5°C through July.

Insights From Us: The MoatPeak Synthesis

For us, the key is to separate raw data from strategic interpretation. The combination of a 75-year low
in cattle inventory and a major climate pivot creates a rare moment of clarity.
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We use what we call the Discipline of ENSO to filter out emotionally driven trades fueled by alarming
headlines. Through the lens of Inversion, we ask: What would make our bearish grain thesis wrong?
The answer is the Failed Transition scenario.

By closely tracking the Nifio 3.4 index, we gain a lead time advantage that many investors lack. Second-
order thinking then highlights that the real winners from cheap corn are not the farmers, but the
processors. (see Figure 14)

Key Valuation Drivers & Sensitivities

Input Variable Market Impact
- 5 , Bullish Tyson
Nifio 3.4 Index > +1.5°C margins.
. . Parabolic rise in Live Cattle
US Heifer Retention > 5% Futures (short-term supply
shock).
China/US Relations $SOYB volatility (Binary risk).
Deteriorate
Farm Income <$140B $AGCO/$DE multiple
contraction.

Figure 14. Key drivers and sensitivities: what to monitor as the regime shifts

Key takeaway: We focus on ENSO and positioning triggers—especially the Nifio 3.4 index—to test our thesis and time
rotations before consensus reprices.

Today, the market is overpaying for equipment makers like $DE while underestimating the margin
recovery ahead for protein processors such as $TSN. Our strategy is to avoid crowded ag-tech trades
and focus on the margin expansion that El Nifio can unlock.

Outlook 2026: What This Means for the Retail Investor

We see 2026 as a rotation story. Preserving and growing capital in this environment means
recognizing the shift from supply scarcity to abundance and sequencing decisions accordingly. (see
Figure 15)
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The 2026 Rotation Calendar

Feb-Apr (Phase 1)

May-Aug (Phase 2) H2 2026 (Phase 3)
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The Rotation The Double Down

Context: El Niflo models confirm.
Action: Long Processors

Context: Harvest realization.
Action: Max allocation to

Monitor Argentina ($TSN), Short Corn. Meat Margin plays.
harvest. Buy Value Equities v Watch Heifer retention
($MCD). ’ for cycle turn. g d
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Figure 15. 2026 rotation calendar: sequencing exits and entries

Key takeaway: Our sequencing framework is to exit/hedge grains in Feb-Apr, rotate into processors/value chains in May-
Aug, and monitor heifer retention in H2.

Phase 1 (February-April): Exit or Hedge Grains

This is the window to exit or hedge grain exposure. We would use the current spot stress in
Argentina—and the supportive drought narrative—to reduce positions while prices remain buoyed by
headlines.

Phase 2 (May—-August): Rotate Into Processors and Value Chains

As El Nifio is progressively confirmed by NOAA data, the market will begin to price in margin
expansion for meat processors and value-focused fast food. We see this as the time to rotate toward
names like $TSN and $MCD.

Phase 3 (Second Half of 2026 and Beyond): Watch Heifer Retention

From the second half of 2026 onward, we focus on Heifer Retention. When farmers start retaining
more than 50% of heifers for herd expansion, it will mark the beginning of the end of the beef
supercycle.

We believe that success in 2026 will come from seeing beyond the news cycle and recognizing the
deeper regime change underway. By concentrating on the intersection of biological cycles and climate
cycles, retail investors can position themselves with institutional-grade discipline. (see Figure 16)
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Portfolio Decision Checklist

The Weather Check
(] 1s NOAA classifying Nifio 3.4 anomaly above +0.5°C?

[:] Is Australian rainfall deviation negative?

The Fundamental Check
[:] Is Heifer slaughter rate dropping below 50%? (Sign of herd rebuilding).

(] s $TSN Chicken margin sustaining >10%?

The Macro Check
[:] Is China importing US Soy? (Tariff signal).

[j Is CPI Food-at-home dropping below 2%?

Figure 16. Decision checklist: signals to validate (or invalidate) the regime call
Key takeaway: We translate the regime view into a checklist anchored on ENSO, herd dynamics, and macro indicators to
avoid trading headlines.

Above all, we must remember: trade the regime, not the headlines. (see Figure 17)

Don’t Trade the News.
Trade the Regime.

In 2026, the edge is not in predicting the weather, but in capitalizing
on the inevitable repricing mechanism of the Great Climate Reversal.

AN

MOATPEAK

INDEPENDENT RESEARCH

Figure 17. Closing frame: trade the regime, not the headlines
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Key takeaway: Our core message is to focus on the regime shift—climate plus biology—rather than headline-driven spot
narratives.

Disclosures & Disclaimer
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