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that is not systematic. An inverse relationship is shown between yield 
and rainfall during tillage before sowing. However, the correlation 
between wheat/barley yield and rainfall at the regional level is rather 
weak. The outcomes confirm the susceptibility of wheat/barley to a lack 
of rainfall and higher spring temperatures. Conversely, drier periods 
in some regions are beneficial when preparing the soil before sowing. 
The Jihomoravský region is the most drought-prone area, in which the 
correlation coefficient between yield and drought index exceeds 0.5 and 
is statistically significant at. The higher the risk, the higher the return - 
the Jihomoravský region is indeed a favorable region for growing high-
quality wheat and barley.

Conclusion
In Czech agriculture, the climate index explains up to 48% of the 

variation in average grain yields. More than 50% of systemic risk of 
return cannot be hedged by weather derivatives or weather insurance. 
Given the potential of weather derivatives as a reinsurance tool, it is 
important to clarify the legal and institutional aspects of agricultural 
earnings risk management using weather derivatives, especially 
regulation and possible areas of cooperation between the public and 
private sectors. The analysis shows that a high fundamental risk can 
significantly distort contract performance. In the Czech Republic, 
weather index contracts can only reduce the change in grain earnings 
by 5-6%. If the underlying risk does not exist, the contract could reduce 
the variation in grain sales by more than 10%.
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