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Hello Colorado Wheat. 

The recent rally derailed Friday with the onslaught of fundamental data…which while not super bearish 

was certainly not bullish, and in the current environment, that’s all it takes. After all, we’re not talking 

about tulip bulbs, stock markets, or bitcoins…we’re dealing with something real, that you can eat, and in 

general, most people are not starving. The stocks-in-all-positions report said we still have plenty, and 

the winter wheat seedings report said there is another crop coming. 

We’ll look at all (at least some…) of those mud slide of numbers, but as I’m a “bottom line” kind of 

guy…let’s get right to it, as shown in the weekly closing futures table, where we see corn posted new red 

numbers (a new 11-week closing low), and beans almost did too: 

CLOSE KWH18 KWN18 KWZ18 CH18 CN18 CZ18 WH18 MWH18 MWU18 SH18 

01/12 $4.26 $4.55 $4.92 $3.46 $3.63 $3.81 $4.21 $6.13 $6.22 $9.61 

01/05 $4.38 $4.67 $5.02 $3.51 $3.68 $3.85 $4.31 $6.27 $6.23 $9.71 

12/29 $4.27 $4.58 $4.94 $3.51 $3.67 $3.84 $4.27 $6.15 $6.24 $9.62 

12/22 $4.22 $4.53 $4.88 $3.52 $3.69 $3.85 $4.25 $6.12 $6.22 $9.60 

12/15 $4.18 $4.46 $4.83 $3.48 $3.64 $3.80 $4.18 $6.20 $6.26 $9.78 

12/08 $4.18 $4.47 $4.86 $3.53 $3.69 $3.85 $4.19 $6.11 $6.21 $10.02 

12/01 $4.38 $4.67 $5.07 $3.59 $3.75 $3.90 $4.39 $6.32 $6.31 $10.06 

11/24 $4.32 $4.63 $5.05 $3.55 $3.73 $3.88 $4.35 $6.39 $6.34 $10.05 

11/17 $4.40 $4.70 $5.11 $3.55 $3.71 $3.87 $4.44 $6.50 $6.40 $10.02 

11/10 $4.50 $4.78 $5.18 $3.57 $3.73 $3.89 $4.49 $6.59 $6.46 $9.98 

11/03 $4.45 $4.75 $5.18 $3.62 $3.78 $3.94 $4.45 $6.39 $6.41 $9.97 

With corn telling the Funds to be short, and beans probably saying the same thing, is it any wonder 

wheat is struggling too? No. 

Is there hope for wheat prices? Well…it’s very dry. Very early, but dry. 

Is betting on a drought a good strategy? No. 

What does it all mean? Hmm…I’m leaning towards the old pickup will have to make it another year, in-

state college tuition looks more attractive than ever, and will strongly encourage The Spouse to keep 

working her town job. The pay ain’t great, but the health insurance benefits are key… 

Charts and discussions follow, with the goal of giving you useful information to help you with your 

business.  My disclaimer remains the same: these are my sometimes rapidly changing opinions, but I 

believe you should: 1.be willing to store your wheat, 2. apply 30# of N at planting, and if it’s a wet 

spring, re-apply 30# 3. don’t sell wheat to elevators who do not post protein scales, up and down. 
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Appears to be another dry week…one day this will matter. (Unless it rains.) 

 

Winter wheat seeded acreage fluctuated, some up (Kansas and Texas), some down (Montana and 

Oklahoma notably, although Nebraska and Colorado were down a little as well) but the market mainly 

just focused on the small increase in Kansas acreage. It’s important to look at the bigger picture. 
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These 9 states grow about 96% of the nation’s Hard Red Winter wheat. My takeaway is winter wheat 

plantings are about as low as they can go, especially with cheap corn prices. The Oklahoma and 

Montana acreage cuts were interesting. I believe the low Montana winter wheat acreage supports my 

expectations of big spring wheat acres in North America this spring, and Oklahoma…well, it looks to me 

like either more Okie soybeans are coming, and/or…more cotton acres. And maybe more cotton in TX 

and KS, if corn acres are down. 

Here’s a table of past USA cotton acreage in my 9 HRW states… 

 

And while we’re at it, here’s soybean acreage in the same 9 states… 

 

How much longer will it be before we see enough bean acres in Colorado and Montana to make the 

table?  

I’m not sure, but I think peas/lentils/pulses will decline a little, but it will be interesting to see… 

Anyway…looking at the HRW acres of 22,910 in my 9 states, with 82% harvested and a 44 bu/ac 

yield…we get a 9-state production of about 827 million, which translates into an 861 million bu USA 

HRW crop. Last year’s USA HRW production was 774; previous year was 1107. 

So, bottom line…it’s fairly easy at this stage to come up with a USA HRW wheat scenario that is similar to 

last year’s, or maybe even a little bigger. Combine that with my expectations of big spring wheat acres, 

and we see why it’s hard to build a bullish case for wheat. 

 

 

 

PLANTED COTTON ACRES (1000 ac) 6/30/2017

2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

KS 74 115 47 35 38 51 80 56 27 31 16 32 56 ?

CO

NE

OK 255 320 175 170 205 285 415 305 185 240 215 305 470 ?

TX 5975 6431 4925 5016 5018 5567 7570 6508 5809 6217 4817 5667 6617 ?

SD

ND

MT

CA 660 560 455 275 190 306 456 367 280 212 164 218 296 ?

total 6964 7426 5602 5496 5451 6209 8521 7236 6301 6700 5212 6222 7439 ?

PLANTED  SOYBEAN ACRES (1000 ac)

2005/06 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

KS 2900 3150 2659 3300 3700 4300 4000 4000 3600 4000 3900 4050 4750 ?

CO

NE 4700 5050 3870 4900 4800 5150 4900 5050 4800 5400 5300 5200 5700 ?

OK 375 395 485 550 ?

TX 260 225 95 230 215 205 165 125 105 155 130 165 170 ?

SD 3900 3950 3250 4100 4250 4200 4100 4750 4600 5150 5150 5200 5400 ?

ND 2950 3900 3100 3800 3900 4100 4000 4750 4650 5900 5750 6050 7200 ?

MT

CA

total 14710 16275 12974 16330 16865 17955 17165 18675 17755 20980 20625 21150 23770 ?

USA 83276 82650 83433 89513 ?
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KC March wheat shown here, probably going nowhere, as bullish impetus has been lost, yet business is 

good enough to support attempts at taking out $4.18 support and plunging below $4.00. 

 

So what to do…? 

This is a continuous KC chart, with KC Z2018 (Dec 18) added (blue line): 

 

Based on the scenario of 44 bu/ac national yield…and no Russian killer drought, KC Z was a good sale at 

$5.15, and $5.00, and probably even now at $4.90. Either dump the old crop wheat, or go ahead and 

lock in $4.90 for delivery around Thanksgiving, 4 months after harvest, at about a 36c carry. IN Wheat 

Club, we figure annual on-farm storage costs 40c/bu every year, so locking in 4 months at 36c covers 

most of that, and gives some time to see what (if anything) develops. 
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I looked into using “swaps” as a way to eliminate margin calls, and found that to be generally 

unworkable, I was told swaps require $4 million net worth, but the kicker is also a $1 million in cash, and 

most guys aren’t sitting on a million bucks…so that’s not going to work. “hedge-to-arrive” sales allow 

you to lock in the deferred futures, and set your basis later, but require you to bring your wheat to that 

particular elevator, which is fine as more than likely, that’s where you’ll take it anyway, BUT just in case 

protein premiums develop, and you are able to store your own wheat and more than willing to shop it 

around…then a hedge-to-arrive sale may not be the best option. 

IF you have the cash, or a line of credit, and the stomach for the margin calls, your own futures account 

offers the most flexibility. There may be other companies doing similar stuff, but a friend of mine 

pointed out that CHS offers a line of credit for hedging, called Hedge Line. It’s my understanding you are 

not required to bring your wheat to a CHS elevator, and can sell your wheat to whomever you wish, but I 

believe you would in effect need to have a futures account with them, and basically you would lock in 

$4.90 KC Z 18, and not have to worry about margin calls... If others out there have different ideas, or 

want to discuss this, please send me an email or text (816-582-4469) 

 

Switching gears…corn looks horrible: 

 

I doubt this spring’s acreage will be low enough to make a difference, and betting on a drought…well, 

it’s not a good bet. 

This may be old news to you, but I recently saw this about Syngenta’s Enogen corn variety being 

expanded by Green Plains Energy. I believe they may a premium for it. Consider it an “alternative” crop, 

and treat it as such would be my advice. 

http://www.biofuelsdigest.com/bdigest/2017/12/17/green-plains-plans-massive-expansion-of-

syngentas-enogen-corn-ethanol-technology/ 
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Soybeans don’t look so marvelous either. Bean acreage in the States will increase, as prices for corn are 

not good. 

This is March beans: 

 

Soybeans will quickly develop into a weather market. A dry spring would be supportive. 

 

That’s it for now. Look into locking in the deferred Z18 wheat at $4.90 or better if you plan on storing 

wheat this summer, because more than likely, the posted cash prices later will resemble these current 

posted prices, which are based off of March futures around $4.26 

Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

01/12 $3.36-$3.76 $3.69 $3.31-$3.36 $3.35-$3.73 $3.51-$3.59 

01/05 $3.48-$3.83 $3.76 $3.42-$3.48 $3.43-$3.69 $3.63-$3.68 

12/29 $3.37-$3.72 $3.59 $3.27-$3.32 $3.27-$3.53 $3.49-$3.52 

12/22 $3.32-$3.62 $3.54 $3.22-$3.27 $3.22-$3.48 $3.44-$3.47 

12/15 $3.28-$3.58 $3.50 $3.13-$3.17 $3.15-$3.43 $3.38-$3.40 

12/08 $3.28-$3.53 $3.50 $3.13-$3.18 $3.08-$3.38 $3.38-$3.40 

BASIS(H) SE Colorado Chey. Wells Burlington  Holyoke Roggen area 

01/12 -90, -50 -57 -95, -90 -91, -53 -75, -67 

01/05 -90, -55 -62 -96, -90 -95, -69 -75, -70 

12/29 -90, -55 -68 -100, -95 -100, -74 -78, -75 
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12/22 -90, -60 -68 -100, -95 -100, -74 -78, -75 

12/15 -90, -60 -68 -105, -100 -103, -75 -80, -78 

12/08(H) -90, -65 -68 -105, -100 -110, -80 -80, -78 

 

On average, the posted basis were 3c better this week, maybe trying to buy some stored bushels? The 

January WASDE update did NOT reduce HRW exports (spring wheat exports were cut 10 million bu). 

IF a guy had stored bushels on farm, with futures already locked in…(IF, IF, IF…) he in effect would be 

long the basis. And in that regard, these posted bids show the HIGHEST average basis bid we’ve seen 

since early March of 2016. 

That’s right. This is the highest basis bid you’ve seen in 2 years. It may not feel like it, if a guy is flat 

priced long, but if he is basis long, then this is an opportunity. There IS another crop coming. 

But for the millionth time, storing wheat only works when the deferred futures are sold. 

If you want to discuss this, hopefully you know how to reach me. 

Thx.dm 
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