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United We Stand

Late-week rebound in grain, soybean futures — Traders covered short positions in the corn market the 
final three trading days last week, which pushed corn futures higher and suggests the market may have forged a short-term low 
in the second half of November. With funds heavily short corn, additional corrective buying is possible, but bulls have a long 
row to hoe in the corn market. Soybean futures were choppy last week as traders took some profits out of the long side of the 
market, while balancing South American weather against demand news. Winter wheat futures rebounded from fresh contract 
lows early in the week, while spring wheat posted losses despite Friday’s recovery. Cattle futures faced heavy selling pressure 
Thursday and Friday despite firmer cash cattle prices, dropping futures well below the cash market. Lean hog futures firmed in 
anticipation of a seasonal low in the cash market, though traders don’t want to get futures too far in front of the cash index.farmjournalpro.com
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and breaking news.

FY 2018 trade balance 
forecast trimmed.
USDA’s Economic 
Research Service 
raised its outlook for 
ag exports in fiscal 
year (FY) 2018 by $1 
billion, but it upped its 
forecast for ag imports 
by $1.5 billion. This 
combination resulted 
in a $500 million 
decline in the trade 
balance forecast that 
now stands at $23.0 
billion — up $1.7-bil-
lion from FY 2017. 

Brazil to resume beef 
exports to U.S. in Q1.
Brazil will likely 
resume fresh beef 
exports to the U.S. in 
the first quarter of 
2018, according to the 
head of Brazilian 
meatpacker Minerva.

Oil cuts extended.
OPEC and Russia 
agreed to extend oil 
output cuts through 
2018. Market reaction 
was muted as the cuts 
were anticipated.

Dryness to build in Argentina
Forecasts signal main growing areas in 
Argentina will see below- to much-below-nor-
mal rains in December after brief relief last 
week. However, much of Brazil is forecast to 
receive above-normal rains this month, which 
could add bushels to its soybean and corn crops. 

Cheap corn prices trigger Chinese buys
China has reportedly purchased 10 to 12 car-
goes (around 27.6 million bu.) of corn, pri-
marily from the U.S., in recent weeks and is 
said to be shopping for more. The reason: The 
spread between domestic Chinese corn prices 
and international prices is record-large. But 
with U.S. corn export commitments running 
nearly 27% below year-ago versus USDA’s 
forecast for “only” a 16% decline, it’s difficult 
to generate support from demand news. 

Brazil expected to export less corn
Brazil corn exports unexpectedly declined 
in November, according to ANEC. That 
caused the Brazilian grain exporters associ-
ation to cut its 2017 corn export forecast to 
30 million metric tons (MMT) from 33 MMT.

Perdue: Trump wants a NAFTA deal
USDA Secretary Sonny Perdue says President 
Donald Trump is a tough negotiator and 
may take North American Free Trade 
Agreement (NAFTA) talks to the brink to get 
a deal. Therefore, “there may be some ner-
vous times” for agriculture. But Perdue 
stressed Trump “knows who voted for him...  
and he wants to make sure we have a 
healthy, thriving, growing farm economy.”

Farm bill connection in spending bill?
The ag sector is closely watching congressio-
nal work on the fiscal year 2018 spending 
bill. Why? It may include much-needed fund-
ing for changes to dairy and cotton program 

safety nets. If cotton and dairy changes are 
included, that would make writing a new 
farm bill easier. If the provisions are not 
included in the spending bill, there would be 
more hurdles ahead for the next farm bill.  

No surprises in EPA’s RFS mandates
The Environmental Protection Agency (EPA) 
will require refiners to blend 19.29 billion gal-
lons of renewable fuels into the U.S. fuel sup-
ply in 2018 — up 10 million gallons from 2017 
levels and 50 million gallons above its original 
proposal. The mandates on 2018 conventional 
biofuels (mostly corn-based ethanol) and 2019 
biodiesel are set at 15 billion gallons and 2.1 
billion gallons, respectively — unchanged from 
EPA’s original proposal and the previous year. 

The fact volume requirements weren’t 
reduced from the initial proposals is a “win” 
for the biofuels industry. But the unchanged 
corn-based ethanol and biodiesel mandates 
don’t encourage active industry expansion. 

EPA comments on biodiesel decision
EPA expects “a decreasing rate of growth 

in the availability of feedstocks used to pro-
duce” advanced and renewable diesel. It also 
says the lapsed biodiesel tax credit and duties 
on imports from Argentina and Indonesia are 
factors that “add uncertainty” for biodiesel. 

Sen. Chuck Grassley (R-Iowa) continues to 
push hard for the biodiesel tax credit to be 
renewed, but it faces major hurdles. EPA 
says if the tax is renewed, it “could be in the 
form of a producer’s tax credit.”

Tax reform bill pushes forward
GOP Senate leaders Friday made the changes 
needed to garner enough votes for passage of 
the Senate tax reform bill. The next step is to 
work out differences with the House version 
— there are many. The goal remains to get a 
final bill to Trump before Christmas.

News this week...
Page 2: Argentina near ‘red  
  flag’ concerns. 
Page 3: USDA’s baseline  
  projections.
Page 4: Extended wheat  
  market outlook. 
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Crop Comments  
from Twitter and 

AgWeb.com.

Jackson Co., 
(EC) Iowa:

“Harvest in this 
area is probably 

90% complete. 
Storage room is 
slowing harvest 
down. Corn has 

been standing 
excellent and the 

warmer, drier 
weather has made 
harvest a lot easi-

er. Yields range 
from 180 bu. to 

240 bu. per acre.”

Dallas Co., 
(C) Iowa:

“It’s dry, dry, dry! 
There has been 

very little fall rain 
to replenish soils 

after an extremely 
dry summer. No 

tiles are running. 
Even the creeks 

are drying up. 
Great subsoil 

moisture saved us 
this past growing 
season. I wonder 

what next year will 
look like?”

Lucas Co., 
(SC) Iowa:

“Corn averaged 
102 bu. per acre 
at 15%. In July I 

thought we would 
be lucky to get 75 

bu. to 80 bu. per 
acre. We had 

drought for much 
of the past year. 

With no fall rains, 
creeks are dry 
and ponds are 
down. Doesn’t 

look promising 
for next year.”

Phillips Co., 
(NC) Kansas:
“Late-planted 
wheat has yet 

to emerge.”

Plains winter wheat crop 
limps into dormancy
USDA’s final winter wheat con-
dition ratings of the fall showed 
50% of the crop rated “good” to 
“excellent.” That’s slightly more 
than three points below the five-
year average and the lowest end-
of-fall rating since 2012.

When USDA’s crop ratings are 
plugged into the weighted Pro 
Farmer Crop Condition Index, 
the HRW crop stands at 331.63, 
down nearly 8 points from the 
five-year average. The SRW CCI 
rating of 377.78 is 7.73 points 
above the five-year average. 

There’s no direct correlation 
between fall crop condition rat-
ings and final yield, but our 
research shows that in years 
with slow plantings and crop 
development in Kansas and 
Oklahoma, which account for 
about one-third of U.S. winter 
wheat production, there is 
greater risk of below-average 
yields. Crop development this 
fall was slower than normal in 
both states. With above-normal 
temps and below-normal pre-
cip expected across the Southern 
Plains through winter, timely 
spring rains will be needed to 
avoid yield reductions. 

Another big Russian wheat 
crop expected
Russia’s 2018 wheat crop is fore-
cast to decline 7.2 MMT (8.6%) 
from this year’s record, but still be 
the second largest ever at 76.7 
MMT, consulting firm SovEcon 
says. With the country working to 
expand its grain export capacity, 
Russia is expected to keep its hold 
as the world’s top wheat exporter.

For exclusive use of Pro Farmer Members only. No portion may be reproduced or shared.
Drought footprint expands 
in Southern Plains
Warm, dry and windy fall condi-
tions have caused soils to dry 
across the Southern Plains. As of 
Nov. 28, some form of dryness/
drought covered 71% of Texas, 
73% of Oklahoma, 47% of Kansas 
and 33% of Colorado, according 
to the Drought Monitor. 

USDA’s final condition rat-
ings of the fall showed a signifi-
cant portion of soil moisture 
was “short” to “very short” 
across these states.

While the region is void of 
extreme drought at the moment, 
based on the Drought Monitor, 
the lack of top and subsoil mois-
ture along with forecasts calling 
for above-normal temps and 
below-normal precip this winter 
suggest the drought footprint 
will continue to expand.

Ethanol supply vs. demand
U.S. plants are producing ethanol 
at a historic clip amid profitable 
margins. That’s causing some 
concern about demand keeping 
pace, especially with restrictive 
tariffs in Brazil and China dra-
matically slowing their purchas-
es of U.S. ethanol. 

A sharp drop in ethanol pric-
es amid the record production, 
however, could make U.S. etha-
nol exports to China economi-
cally viable again — even with 
the tariffs. Plus, Mexico’s ener-
gy regulatory commission will 
soon vote on whether to ease 
the flow of fuel imports to sev-
eral Mexican states that border 
the United States.    

Argentine dryness nearing 
‘red flag’ status
Argentine farmers rushed to 
plant soybeans (and some corn) 
last week ahead of late-week 
rains, with hopes the moisture 
would help germinate crops. 
Soils had become very dry, espe-
cially in western and northwest-
ern production areas, which 
slowed planting efforts the sec-
ond half of November. While 
the rains will provide temporary 
relief, forecasts suggest dry con-
ditions will quickly return amid 
the La Niña weather pattern. 

Pro Farmer South American 
Consultant Dr. Michael 
Cordonnier says the saving grace 
thus far has been cool tempera-
tures, which have reduced soil 
moisture loss. Also, Argentine 
soils hold moisture well. If the 
dry pattern persists, however, his 
level of concern would greatly 
increase. He says, “The red flag 
for Argentine crops is on the bot-
tom of the pole and would move 
up if there’s another week or two 
of widespread dryness.”

For now, Cordonnier is leav-
ing his Argentine soybean and 
corn estimates at 55 million 
metric tons (MMT) and 42 
MMT, respectively.

Favorable conditions in Brazil
After a somewhat rocky start to 
the growing season, weather in 
Brazil is now favorable and 
there are no major concerns with 
the soybean crop. Cordonnier 
estimates the crop at 107 MMT 
and has a neutral to higher bias.

There’s more uncertainty with 
the Brazilian corn crop, largely 
because it’s unclear how many 
acres farmers will plant to saf-
rinha (second crop) corn. The saf-
rinha crop is expected to account 
for around three-quarters of 
Brazilian corn production this 
year. Domestic corn prices and 
weather in February and March 
could greatly impact the amount 
of safrinha corn acres. For now, 
Cordonnier is remaining conser-
vative with his Brazilian corn crop 
estimate at 88 MMT.
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Sangamon Co., 
(SW) Illinois:
“It’s extremely 
dry. Tiles are not 
running, creeks 
are dry and many 
are hauling water 
for livestock.” 

Henry Co., 
(NW) Ohio:
“Yields are better 
than anticipated 
at 41 bu. to 60 bu. 
per acre for soy-
beans and 160 bu. 
to 260 bu. per 
acre for corn. 
We’ve had 5.88 
inches of rain 
since Nov. 1, 
which is causing 
major problems.”

Dickey Co., 
(SE) N. Dakota:
“Soils are very 
dry. There is no 
subsoil moisture 
remaining. The 
drought is still in 
place across most 
of North Dakota, 
South Dakota and 
a large part of 
Montana. Next 
year will be very 
interesting. 
Droughts in our 
neck of the woods 
tend to be long-
lasting events that 
linger for years.”

Logan Co., 
(WC) Kansas:
“Corn harvest is 
still going. 
Moisture is down 
to 15%. The crop 
is still standing 
well. Wheat is 
smaller than nor-
mal, but there are 
no major issues.”

Clay Co., 
(NC) Kansas:
“Our wheat is 
showing a little 
stress from 
dryness.”

Sumner Co., 
(SC) Kansas:
“Wheat is dry on 
top, but looks fine.”

Red Willow Co., 
(SW) Nebraska:
“Topsoil is dry on 
wheat ground, but 
the crop is general-
ly in good shape.”

Frozen meat stocks highlight 
need for strong demand
Total red meat and poultry 
stocks at 2.430 billion lbs. at the 
end of October were 5.2% higher 
than last year and 11.5% above 
the five-year average. Meat 
stocks have increased at a faster-
than-normal clip through fall.

Total beef stocks in storage at 
506.9 million lbs. were around 26.1 
million lbs. (4.9%) less than last 
year but 48.2 million lbs. (10.5%) 
above the five-year average. 

Pork stocks at 597.3 million 
lbs. were 1.7 million lbs. (0.3%) 
below October 2016 inventories 
but 16.5 million lbs. (2.8%) above 
the five-year average. 

Total poultry stocks at 1.329 bil-
lion lbs. were 145.6 million lbs. 
(12.3%) above year-ago levels and 
186.2 million lbs. (16.3%) greater 
than the five-year average.

With meat supplies increasing, 
strong demand remains critical.
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USDA’s baseline projections
USDA released its long-term projections through the 2027-28  
marketing year. Keep in mind, these projections are primarily for 
budgetary purposes, but they provide foresight into what 
USDA’s initial 2018-19 balance sheets will show. 

Corn: USDA projects planted acres to rise to 91 million next year. 
With a yield of 173.5 bu. per acre, production is expected to slip 58 
million bu. from this year to 14.520 billion bushels. Ending stocks 
are projected to rise to 2.607 billion bushels. The average cash price 
is forecast to improve a dime from 2017-18 to $3.30. Variable costs 
are projected at $336 per acre, up $7 from this year. Returns over 
variable costs are expected to be $236 per acre, up $4 from 2017.

Soybeans: Planted acres are projected to rise to 91 million next 
year. With a yield of 48.4 bu. per acre, production is expected at 
4.360 billion bu., down 65 million bu. from this year. Ending stocks 
are expected to decline 49 million bu. to 376 million bushels. The 
average cash price is projected to rise a dime to $9.40. Variable 
costs are forecast to rise $3 to $176 per acre, while returns over 
variable costs are projected to slip $8 to $279 per acre.

Wheat: Planted acres are projected to fall to 45 million. With a 
yield of 47.4 bu. per acre, production is expected to rise 74 mil-
lion bu. to 1.815 billion bushels. Ending stocks are expected to 
tighten another 122 million bu. to 813 million bushels. The aver-
age cash price is forecast to hold steady at $4.60.

Cotton: Upland cotton acres are projected to fall 1.2 million 
acres to 11.2 million. Production is expected to drop 3.25 million 
bales to 17.4 million bales. Ending stocks are projected to tighten 
to 5.37 million bales. The average cash price is expected to hold 
steady at 63¢ per pound.

Perspective: After recent years, many market-watchers are 
using average yields above USDA’s baseline projections for corn 
and soybeans next year. Our discussions with Southern produc-
ers signal cotton acres will be higher than projected.

Modest improvement in net 
farm income for 2017
In its final 2017 update, USDA’s 
Economic Research Service (ERS) 
estimated net farm income at 
$63.2 billion this year. While  
down $200 million from its August 
estimate, it’s up $1.7 billion (2.7%) 
from 2016. This is the first uptick 
in three years, but adjustments for 
inflation translate to basically 
unchanged net farm income.

Net cash farm income, which 
includes an additional $2.1 billion 
in cash receipts from carry-in 
sales, is now pegged at $96.9 bil-
lion, up $3.7 billion (3.9%) from 
2016 and up $3.4 billion from its 
August estimate. When inflation is 
taken into account, net cash farm 
income will likely rise 2.1% from 
year-ago levels, according to ERS.

Farm sector debt-to-asset and 
debt-to-equity ratios will likely 
climb slightly this year, while ERS 

expects the equity-to-asset ratio to 
slip slightly. Liquidity ratios have 
also weakened in recent years. 
Working capital is forecast at $65.3 
billion this year versus an average 
of $114.4 billion from 2009 to 2016. 

Cattle placements again 
top expectations
The U.S. feedlot inventory at 
11.332 million head as of Nov. 1 
was 6.3% bigger than year-ago. 
Placements again greatly topped 
expectations.  

Nov. 17 Cattle on Feed Report
 USDA Trade
 actual expected
 (percent of year-ago)
On Feed Nov. 1 106% 105.7%
Placed in Oct. 110% 107.7%
Mkted in Oct. 106% 105.4%

With greater calf supplies and 
more heifers moving into feed-
lots, we expect the pattern of 
strong year-over-year gains in 
placements to continue.
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U.S. wheat ending stocks are forecast to 
drop nearly 21% during the 2017-18 

marketing year thanks to a sharp reduction 
in the 2017 wheat crop. Typically, that 
would be bullish. But with global wheat 
ending stocks forecast to rise 4.5% to a 
record 267.53 million metric tons, the price 
outlook for wheat remains clouded by too 
much supply. Projected global stocks:use 
at 36.1% would be the highest in nearly 20 
years. If you exclude Chinese stocks, the 
global stocks:use picture is less burden-
some at 22.5%, but still more than plentiful. 

The other limiting factor for U.S. wheat 
is light demand. Impacts from the sharply 
lower 2017 wheat crop are being muted by 
lower domestic feed use and slackened 
exports. Cheap corn (and other feedgrain) 
prices point U.S. wheat feed and residual 
use more than 23% lower during 2017-18. 
Exports are forecast to drop 5.2% (though 
USDA’s outlook is too optimistic, in our 
opinion) and will likely decline more than 
currently expected amid aggressive com-
petition from the Black Sea region. 

While world wheat trade has grown 
more than 50% over the past 10 years, U.S. 
exports have drifted lower. U.S. share of 
global wheat trade is expected to be about 
15% this year, down from 30% in 2007-08. 
Russia and Ukraine combined have cap-
tured more than half of the growth in 
global trade over the past 10 years and 
now account for 27% of global trade.

Until the global supply glut is worked 
through and the U.S. garners a greater 
share of global trade, a trend change in the 
wheat market is unlikely. With that said, 
the 2017 drought in the Northern Plains 
proved the market will respond dramati-
cally if there’s a crop concern — even if 
overall fundamentals remain bearish — 
though the rally may be short-lived.

With wheat acreage expected to be steady 
to lower for the 2018 crop, the winter wheat 
crop entering dormancy with below-aver-
age ratings and La Niña expected through 
at least winter, there is potential for a U.S. 
crop scare. If the national average yield 
would decline 2 bu. to 3 bu. per acre from 
this year, U.S. wheat ending stocks would 
likely drop below 600 million bu. for 2018-
19. But until global supplies drop sharply, 
rallies must be aggressively sold. 

Supply glut, lack of demand cap wheat price outlook
by Editor Brian Grete and Sr. Economist Marty Foreman

Monthly SRW Futures

The long-term downtrend from 
the all-time high in 2008 remains
the dominant chart feature. It has 
pushed futures below the long-term 
uptrend, though there has been 
limited sustained selling below 
that level. Strong support is at 
the 2016 low at $3.86 3/4. 
Violation of that level would 
open risk to the $3.00 level.

To signal a trend reversal, bulls 
must push futures above the 
2017 spike high at $5.74 1/2.

$2.95

Monthly HRW Futures

Strong support is at the 2016 
low at $3.95 1/4. Violation of 
that level would open downside 
risk to the 2005 low at $3.08 1/2. 

To signal a short-term low is in 
place, bulls need closes above 

the downtrend and flat resistance 
at $4.55 1/4. To signal a trend 
reversal, bulls must clear the 
2017 spike high at $5.77 1/4.

$5.77 1/4

$4.55 1/4

$3.95 1/4

$4.25 1/2

$5.74 1/2

Monthly HRS Futures

The technical picture for 
HRS futures is stronger 
than that of the winter 
wheat markets. The long-
term uptrend remains 
intact and there’s a short-
term uptrend from the 
2016 low. Flat support 
at the 2009 low at $4.77 
is also still intact.

The downtrend from the 2011 
and 2012 highs is resistance 

again. Bulls need a close above 
the 2017 spike high at $8.68 1/2 

to signal a trend reversal. 

$8.68 1/2

$4.77

$3.86 3/4

$3.08 1/2
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Game plan: 
On Nov. 29, 
we exited 
half of the 
first-quarter 
hedges in February live cattle 
futures. Our exit was $125.95 for a 
$2.55 profit. Stick with the remain-
ing first-quarter hedges for now. 

Corn
 IV’17    0%
 I’18    0%
 II’18    0%
 III’18      0%
Meal
 IV’17    0%
 I’18    0%
 II’18    0%
 III’18      0%

Analysis page 1

December 2, 2017

HOGS

CATTLE

FEED
Feed Monitor

Game plan:
Maintain the 25% 
f i r s t - q u a r t e r 
hedges in 
February hogs at 
$72.00 for now. We may lift that cov-
erage on a short-term pullback or we 
may add to coverage if futures push 
out to new contract highs.

Position Monitor
                            Lean Hogs  

 IV’17 0%
 I’18 25%
 II’18 0%
 III’18 0%

Corn game plan: You should have all corn-
for-feed needs covered in the cash market 
through January. We’re looking to extend 
coverage as soon as futures signal a short-
term low. 
Meal game plan: You should have all soymeal 
needs covered in the cash market through 
January. Be prepared to extend coverage on a 
pullback below the $310 level in futures. 

Fundamental analysis
The CME Lean Hog Index sus-
tained its fall decline through 
Thanksgiving, but the cash market 
showed signs of firming after the 
holiday. Futures dove during the 
first half of the month, but climbed 
strongly into late November. The 
expiring December contract ended 
Nov. 29 at $65.07 1/2, a $2.11 1/2 
premium to the latest index figure. 
The industry clearly expects a 
quick rebound and sizable winter 
rally. That defies ideas that slip-
ping pork production totals and 
rising pig weights indicate a grow-
ing backlog of market-ready hogs. 
Recent events suggest hog sup-
plies are falling short of forecasts, 
implying slaughter numbers will 
run below anticipated levels dur-
ing the final weeks of this year.

Feds   Feeders
IV’17     0% 0%       

I’18    25% 0%
II’18      0% 0%
III’18      0% 0%

Weekly Beef Production

Weekly Pork Production
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Daily February Live Cattle
Trend is higher.

Daily February Lean Hogs
Trend is higher.
A close above initial resistance 
at $71.85 will have bulls targeting 
the contract high at $73.30. 

Initial support at the 40-day 
moving average (green line) 
aligns closely with the July 10 
high of $69.00.

The 40-day moving average (green line)
 at $124.86 is initial support. Key support

 persists at the Oct. 10 high of $122.70.

Fundamental analysis
Beef production totals have recent-
ly slipped toward year-ago levels, 
which, given the sizable rise in the 
feedlot population, might cause 
some to think fed cattle are back-
ing up in feedlots. But relatively 
low steer weights and the $20-plus 
spread between Choice and Select 
grade beef values imply the oppo-
site, that the supply of market-
ready animals remains very tight. 
These supportive fundamentals, 
along with the threat of a cold, 
snowy winter across the Northern 
Plains, are supporting early-2018 
futures at sizable premiums. 
Whether cash markets can justify 
such bullishness remains to be 
seen. We think downside risk is 
limited, so we exited half of first-
quarter hedges last week. 

Initial resistance is at the 
Oct. 27 high of $126.67 1/2. 

Daily January Meal
Trend is choppy.

The Sept. 22 high at 
$322.70 is initial support.

Initial resistance is at the
 Oct. 13 high of $331.80.

Position Monitor

$119.35
$122.70

$69.00

$311.80$299.70
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Position Monitor — All Wheat  
  ’17 crop ’18 crop
Cash-only:                50%          10% 
Hedgers (cash sales):    50%          10%
 Futures/Options               0%            0% 

Game plan: Wait on a price rebound 
to get current with advised sales. 
We want to sell the carry by hedg-
ing deferred futures on a recovery.
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CORN
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Daily May Corn
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Average Corn Basis

Trend is choppy to lower.
Daily SRW March Wheat

Daily March Corn
Trend is lower.

Trend is lower.

Position Monitor    
  ’17 crop ’18 crop
Cash-only:                35%             0%  
Hedgers (cash sales):     35%             0% 
Futures/Options                 0%                0%

WHEAT

Fundamental analysis
The November drop below early fall 
lows suggests corn prices will con-
tinue to struggle through early win-
ter. This clearly contrasts with earlier 
views the market was set to post an 
early low and work higher. The 
cause of this shift is obvious. USDA’s 
first survey-based estimate in August 
put the national average corn yield 
at 169.5 bu. per acre. The estimate 
grew to 169.9 bu. in September, to 
171.8 bu. in October and then leapt 
to a record 175.4 bu. per acre in 
November. Those increases added 
about 425 million bu. to U.S. produc-
tion that traders weren’t expecting 
in late summer. We still think down-
side risk for nearby contracts is rath-
er limited given the size of the fund 
short position, so we’re willing to 
wait on a corrective rebound to 
increase sales/hedges  that capture 
the carry in prices.

Fundamental analysis

SRW: Wheat futures continue to 
struggle with the global wheat glut, 
burdensome U.S. corn supplies and 
weak exports. Recent U.S. dollar 
weakness has seemingly done little 
to support the markets. See News 
page 4 for an extended discussion of 
the wheat outlook.

Game plan: Wait on an extended 
price recovery to get current with 
advised sales or to make additional 
sales. We feel downside risk should 
be limited by the size of the fund 
short position, but we can’t rule out 
futures continuing to bleed lower. 
On a solid price recovery, we’ll look 
to capture the carry in the market 
by making cash sales for July deliv-
ery or hedging in July futures.

Basis Dec. futures

Position Monitor    

Million metric tons

$3.84

$3.81 1/2

Initial resistance at the Aug. 30 low of $3.58
 aligns closely with the 40-day moving
 average (green line) near $3.59 1/4.

 Tougher resistance is at $3.67.

The Nov. 17 contract low at $3.48 3/4 is initial 
support. The expiring December contract’s recent 
low at $3.35 1/2 should provide additional support.

The Aug. 31 low at $3.64 3/4 
is initial resistance. Tougher 

resistance is layered from 
that level up to $3.81 1/2.

Initial resistance at the 40-day moving average 
(green line) near $4.45 aligns closely with the 
Aug. 29 low at $4.46. Tougher resistance likely 
persists at the Sept. 6 high of $4.69.

A drop below initial support is at the Nov. 28 contract 
low of $4.24 1/4 will have bears targeting important 
psychological support at the $4.00 level.

$4.82

Initial support is at the Nov. 17 
contract low of $3.57. The $3.50 
level is psychological support.

$3.76

$4.69

$3.57

$3.75

$4.24 1/4
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Game plan: We recommend you 
get current with advised sales 
when January futures are at $9.95 
or higher. We are targeting $10.20 
or higher in futures for making 
additional sales. Violation of the 
October low would warrant short-
term defensive hedges as that 
would signal traders’ attitudes 
have changed and it would open 
downside risk to the August lows.
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Daily March Soybeans
Short-term trend is choppy.
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Average Soybean Basis

Position Monitor   
  ’17 crop ’18 crop
Cash-only:                60%            10%  
Hedgers (cash sales):     60%            10% 
Futures/Options                 0%                 0%

Fundamental analysis
In more normal circumstances, last 
week’s daily sales of 920,000 metric 
tons (MT) of 2017-18 soybean to 
China and an unknown destina-
tion would likely have powered 
big futures gains. But the market 
barely reacted. That reflects the 
large sales shortfall from year-ago 
and forecast levels during early 
autumn. Improved Brazilian  
weather is also stifling bullish 
efforts. Nevertheless, the emer-
gence of La Niña and dryness 
across Argentina suggests poten-
tial for South American problems 
in the coming months. Nearby 
futures continue to trade above 
long-term (e.g., 50-, 100-days) mov-
ing averages, indicating underlying 
support. We still think futures have 
upside potential, but choppy trade 
will continue unless there’s a South 
American weather scare.

SOYBEANS
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HRW: Winter wheat futures often 
traded above comparable 2016 
levels during mid-2017, which 
caused many to expect a moder-
ate annual increase in fall plant-
ings. The industry now expects a 
modest decline in planted acres. 
Uninspiring price action despite 
an expected acreage cut is a reflec-
tion of bearish attitudes.

HRS: The high protein wheat 
shortage is expected to spur 
spring 2018 HRS plantings, par-
tially offsetting expected winter 
wheat cuts. That explains recent 
SRW and HRW gains versus 
HRS. But we still expected the 
HRS market to be the wheat lead-
er through early 2018.

Daily HRW March Wheat

Daily HRS March Wheat

Basis Dec. futures

Basis Jan. futures

Million metric tons

The contract low at 
$4.22 is initial support.

Initial support is provided by the Nov. 28 low at $6.15.

Initial resistance is at the 
Aug. 29 low of $4.38 1/4.

Million metric tons

The 40-day moving average (green line) 
near $9.99 is again initial resistance. 
Tougher resistance persists at $10.09 1/4.
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The Sept. 20 low of $6.28 3/4 
is initial resistance.

$9.58 1/2

$4.56 1/2

Initial support remains at the Aug. 3 
low of $9.72 1/4. Stronger support is 
at the March 31 low of $9.58 1/2.

$6.93 1/4

$9.72 1/4

$4.77 1/2

$6.59 3/4

$6.15

For exclusive use of Pro Farmer Members only. No portion may be reproduced or shared.

$4.38 1/4

$6.28 3/4

$10.09 1/4

$10.45 1/2

$12.42 1/2

Trend is choppy.
Daily January Soybeans

The May 2 high of $9.79 1/2 is again 
initial support. Stronger support persists 
at the March 31 low of $9.56 1/4. 

Initial resistance is now at the 40-day moving
 average (green line) near $9.88 1/2. A close 
above that level would once again have bulls

 targeting tougher resistance at $10.05 1/2.

$9.35 3/4

 

$10.05 1/2

$9.56 1/4

$9.79 1/2

$10.25 1/4

$4.22
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FROM THE BULLPEN 

Average Cotton Basis

COTTON
Position Monitor
  ’17 crop ’18 crop
Cash-only:     65% 0% 
Hedgers (cash sales):     65% 0%
 Futures/Options       0% 0%

Fundamental analysis:
Torrid export sales are powering  
cotton market gains, with the rapid 
sales rate overriding concerns 
about the slow pace of shipments. 
Worries about the Indian crop, the 
largest in the world, may also be 
encouraging bulls. We are looking 
to boost sales as prices rally.  

Total Cotton Export Bookings

GENERAL OUTLOOK

Game plan: On Nov. 21, we advised 
selling another 10% of 2017-crop. Be 
ready to advance sales on a chal-
lenge of the September highs. 

by Senior Economist Dan Vaught

Read Pro Farmer on Friday!
Put the news and analysis of Pro Farmer newsletter to work for 

you as early as Friday afternoon — before it hits the mail. 
Get Pro Farmer newsletter via e-mail. 

Call 1-800-772-0023 for details!

Petroleum prices recently topped their 
early-2017 highs, implying the energy 
industry has fully exited the bear market 
of 2014-15. And while energy is a com-
modity sector leader, this also means  
increasing fuel costs for farmers.  

Sustained production cutbacks by OPEC 
and Russia are playing a big role in the 
ongoing energy market advance, with the 
limited lifespan of fracked U.S. wells also 
potentially indicating diminished domestic 
supplies in the months ahead. In contrast, 
recent financial market gains, as well as the 
upward revision to third quarter U.S. GDP, 
indicate growing demand. Improved 
Chinese growth also suggests increasing 
global energy usage. 

This may become a big issue for the ag 
industry in 2018, especially when one looks 

at recent gains posted by distillate (i.e. 
heating oil, diesel) prices. Bears’ inability 
to force heating oil futures below $1.35 per 
gallon last summer seemed to set the stage 
for the subsequent rally, with prices then 
jumping to two-year highs in September 
and marching even higher this fall. 

But the market may provide farmers 
with a buying opportunity in the weeks 
ahead. Seasonal forces will be key to the 
potential pullback. That is, the fall distillate 
rally is largely driven by demand from 
Northeastern homeowners buying winter 
heating oil, transport companies preparing 
for the Christmas rush and farmers wrap-
ping up harvest. This has a tendency to 
create an early-winter lull in demand, 
thereby giving farmers the chance to book 
spring diesel needs at favorable levels. 

Yellen and President Donald 
Trump’s nominee to replace her, 
Jerome Powell, indicated central 
bank members are still quite con-
cerned about its long-standing easy 
money policy.

Given the upward revision to 
third-quarter GDP (up 0.3 points to 
3.3%), as well as recent  gains by the 
stock indexes and treasury yields, 
one might wonder if the Fed will 
become more aggressive in tighten-
ing rates in 2018. 

Bonds: The Federal Reserve’s Beige 
Book released Nov. 29 indicated 
moderate growth across the U.S., 
with manufacturing activity, 
employment conditions and modest 
price rises pointing to broadly 
improving economic conditions. 

All signs point to another one-
quarter point hike to interest rates 
at the Dec. 12-13 Federal Open 
Market Committee meeting. 

Last week’s Congressional testi-
mony by outgoing Fed Chair Janet 

Daily March Cotton
Trend is higher.
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FarmJournalPro.com
The all-new premium information platform to help you manage your risk 
and make important decisions has launched. Log in to read information 

from Pro Farmer, LandOwner, Inputs Monitor and more. 
Questions? Call 1-888-714-9420.

Key Market Items on My 
‘To Watch’ List

1) Canada crop production data    
— Wednesday, Dec. 6, 7:30 a.m. CT
Stats Canada will release final 2017 
Canadian grain production estimates. 

2) EIA Petroleum Status Report
— Wednesday, Dec. 6, 9:30 a.m. CT
Crude oil inventories are key.

3) USDA Export Sales Report 
— Thursday, Dec. 7, 7:30 a.m. CT
Will higher prices curb cotton sales?

4) U.S. Employment Report 
— Friday, Dec. 8, 7:30 a.m. CT
The financial markets expect contin-
ued employment gains.

Weekly Yield on 10-year Treasury Note

 Initial resistance is marked by the May 11
 high of 73.18¢. Tougher resistance is at 

the Sept. 11 high of 74.20¢.

The Aug. 28 high at 69.40¢ is initial support.

Resistance is well
 established at 2.621%. 
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Basis Mar. futures

Summer 2017 action marked support at 2.126%.

74.75¢

69.40¢
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