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Hello Colorado Wheat. 

That was a crazy Super Bowl. The outcome seemed unpredictable to me…other things, like the ground 

hog predicting 6 more weeks of winter are more expected, even though we may not like the outcome. 

The wheat market is like that too. We often know what to expect, at least in the short-term, but that 

doesn’t mean we will like it. 

This is a KC continuous chart. The ellipse on the left is a daily high of $4.715, from Aug.8. The ellipse on 

the right is $4.7125, the daily high from Jan.31. 

 

In other words, the recent rally stalled out at previous resistance. We’ve seen that before. 

However, all is not lost, yet. The line is a 200-day moving average, and as long as we stay above the 200-

day moving average, serious rally potential exists. Two closes below it would mean this rally failed, but 

for now anyways, wheat bears are plenty nervous. 

I think this will be an important week for technical price action, and to me, the key is that 200-day 

moving average, currently at $4.47. 

The $4.75 area has been trouble before. We can see it on the chart last March and last May. We also can 

see what happens when (if?) we get through it, as we did last June.  

The best thing this wheat chart has going for it is staying above the 200-day moving average. 

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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Other things about the wheat markets are also somewhat predictable. The past few weeks I have 

stressed strongly about selling some wheat by locking in the basis. We know the flat price of wheat bids 

are composed of two components…the futures, and the basis combine to make the flat price. I 

repeatedly wrote that the basis was at a two-year high and gave several reasons why I felt fixing the 

basis was the correct thing to do, including the risk of low pro springs substituting, and seasonally, basis 

weakness going into harvest would be normal, and thirdly, when protein spreads are very wide, it’s hard 

for them to get wider. 

Hopefully some of you were able to get the basis locked in. If you want to remain a bull because of dry 

weather, at least the basis component would be fixed. 

Here’s an updated Gulf bid table, showing Gulf 12’s are off 30c. We see the protein spreads narrowing, 

and it’s not because the ords are climbing. 

date 12 pro ords diff 

02//2/18 +200 +90 110 

01/26/18 +230 +92 138 

01/19/18 +230 +92 138 

01/12/18 +230 +92 138 

01/05/18 +245 +90 155 

12/29/17 +225 +85 140 

12/22/17 +225 +85 140 

12/15/17 +225 +85 140 

12/08/17 +230 +80 150 

12/01/17 +220 +70 145 

    

 

Part of the reason for that is this chart, showing Mpls (MGEX) spring wheat futures lost 30c to KC this 

week. It may not be a conspiracy, but it’s certainly more than a coincidence…. 

 

mailto:danmaltby.riskmgmt@gmail.com


Colorado Wheat Weekly Wire #319 danmaltby.riskmgmt@gmail.com 02/02/18  pg. 3 

 

When we look at posted bids, we probably won’t see a big basis drop, as the posted bids are for 

ordinary protein, but if a guy was setting on some 12’s, he would most definitely see it. 

That is one thing we need to keep in mind. Protein spreads are NOT static. When the spread between 

ords and 12’s is so very wide, the risk is…12’s break.  

These are the posted bids this week: 

Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

02/02 $3.73-$4.28 $4.06 $3.73-$3.78 $3.82-$4.20 $3.93-$3.96 

01/26 $3.53-$4.03 $3.86 $3.53-$3.63 $3.61-$4.00 $3.76-$3.78 

01/19 $3.38-$3.78 $3.71 $3.37-$3.38 $3.40-$3.78 $3.61-$3.63 

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 

02/02 -90, -35 -57 -90, -85 -81, -43 -70, -67 

01/26 -90, -40 -57 -90, -80 -82, -43 -67, -65 

01/19 -90, -50 -57 -91, -90 -88, -50 -67, -65 

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 

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 

 

Again, about as expected. BUT as this low pro ordinary bids are sitting on 2-year highs, one MUST 

acknowledge downside risk exists in even the low pro basis. We know 12’s broke 30c. 
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If you want to be a wheat bull, you can be a wheat futures bull, and not have to worry about the basis 

breaking, IF you sell some wheat, with a basis fixed contract, and leave the futures unpriced. 

Hopefully you are asking yourself…” should I be a wheat futures bull?’ 

Here’s the updated weekly futures table: 

CLOSE KWH18 KWN18 KWZ18 CH18 CN18 CZ18 WH18 MWH18 MWU18 SH18 

02/02 $4.63 $4.94 $5.29 $3.62 $3.77 $3.93 $4.47 $6.04 $6.25 $9.79 

01/26 $4.43 $4.75 $5.11 $3.57 $3.73 $3.90 $4.41 $6.15 $6.27 $9.86 

01/19 $4.28 $4.58 $4.95 $3.53 $3.69 $3.86 $4.23 $6.09 $6.22 $9.77 

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 

The table indicates this is MAINLY a KC wheat rally, all by itself, which of course means it is about the 

weather concerns (too dry, or too cold). It’s not about corn or beans. South America has some issues, 

but in general things aren’t too bad. Both Corn and Chgo wheat printed new blue numbers, as the old 

blue numbers rolled off the table. Spring wheat (MGEX) actually printed a new red number (high protein 

wheat is relatively expensive, although the spread chart we looked at shows it will do what it has to do 

to find an outlet… and we have seen strong indications North American spring wheat acreage will 

increase this year). 

After the third week of blue numbers, all the Momentum Fund short positions have been covered, and 

the market is basically flat (not long or short).  

KC is nearing that condition. 

The timing of this is good. The funds will basically be even when HRW winter breaks dormancy. 

I doubt they will stay even for very long. 

 

We might see some moisture this week, especially if that storm in the Northern Rockies materializes and 

moves eastward. 
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NASS monthly crop conditions were released for Kansas, Colorado and Oklahoma. In general, the winter 

wheat crop is struggling under very dry and windy conditions. Kansas is only 14% good or better. 

Colorado is 37% good or better, and Oklahoma was only 4% good or better. A guy could use the word 

“alarming” and not be accused of hype. We know there is still a LOT of time for things to improve. 

Timely rains could make a huge difference, but…it’s clear the wheat crop will NEED those timely rains. 

Here are links to the reports if you want to read them. Weekly reports will be issued starting in March. 

https://www.nass.usda.gov/Statistics_by_State/Kansas/Publications/Crop_Progress_and_Condition/cur

rent_ks.pdf 

https://www.nass.usda.gov/Statistics_by_State/Colorado/Publications/Crop_Progress_&_Condition/201

8/CO-Crop-Progress-01282018.pdf 

https://www.nass.usda.gov/Statistics_by_State/Oklahoma/Publications/Crop_Progress_&_Condition/20

18/ok_cw_01_28_2018.pdf 

Betting on a drought is usually a bad strategy, although I understand the reluctance to get a lot of new-

crop priced, or even sell remaining old-crop. (But keep in mind price is basis plus futures, and the basis 

can be sold independently.) 
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We looked at a continuous KC chart, with resistance highlighted from $4.71 to $4.75, and we mentioned 

the 200-day moving average offers hope for being bullish.  

Fundamentally, these crop conditions are indeed supportive, no question. Of course as wheat guys, we 

know too well that Russian/Ukrainian wheat conditions are just as important, and currently those 

conditions are very good, and we also know that spring wheat will be very important too. 

SO…it’s still a bit early to get crazy bullish.  

Here’s a KC H daily chart. Blue line resistance was raised to $4.63 this week (Friday’s close); red line 

support remains down at $4.18. I tend to think key long-term $4.00 support has held for this crop year. 

 

The chart also shows what I believe to be the key upward trending trend line (dotted black), and a “box” 

around $4.45, which I believe will be viewed as an important gauge for price action. 

There will be some buyers who want to buy a pull-back. $4.45 area’s action will be keenly studied. 

 

Yes, to me this looks like a friendly chart. I would NOT be short it, although It is too early for 

conservative bulls to be massively long. 

But again, it’s one thing to be friendly the futures component. It’s an entirely different thing to be 

friendly the basis component.  

You can sell the basis, but do not have to fix the futures. Text me or email me if you want clarification on 

that point. 
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Dr. Cordonnier released his updated corn and bean crop projections for South America. He upped his 

Brazilian bean estimate by 1 mmt to 112 million tonnes, and left his Brazilian corn estimate unchanged 

at 88 million tonnes. He dropped both his Argentine bean and corn guesses 1 mmt each, to 51 mmt and 

39 mmt , respectively.  

Last year, Brazilian corn production was 95 mmt, and Argentina’s corn total was 42 mmt. Brazilian beans 

last year were 110 mmt, and Argentina raised 56 mmt.  

Nominally, South American corn looks somewhat worse than last year; beans are about the same, 

maybe down a little. BUT it’s also fairly clear South America is not having a disaster. 

March soybean futures will test $9.60 weekly closing support… 

 

But I doubt March corn has completed her short-covering phase: 
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This spring’s USA spring acreage will be interesting. I don’t think $3.50 corn offers enough incentive to 

increase corn acres, but it’s not enough of a disincentive to drastically cut corn acres either. 

Bean acres will increase. 

Here’s a long term weekly continuous soybean chart: 

 

I doubt beans can get below $8.50 quick enough to make farmers think about not planting more beans. 

 

Again, at the risk of repeating myself endlessly…if you want to be a wheat futures bull, fine, but do not 

deceive yourself by being a wheat basis bull too, especially if you have high protein HRW. And if you’re a 

member of Wheat Club, with plenty of fertilizer on your fields and more to be put on with new 

moisture, be aggressive in looking for new-crop protein bids. It won’t be easy, but it’s never too early to 

begin the process, especially as for many of you, this is a new thought process. 

Have a good week. 

dm 
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