
Colorado Wheat Weekly Wire #321 danmaltby.riskmgmt@gmail.com 02/16/18  pg. 1 

 

Hello Colorado Wheat. 

Markets are closed Monday for President’s Day, after finishing higher last week. New fundamental 

inputs mainly focus on the weather. 

I’m leading off this week with this story about farmland prices, which generally remain quite firm, 

maybe even firmer than expected with the cheap grain prices. The story mainly focuses on Iowa, but I’d 

say it’s typical. 

 

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. 

 

Farmland Prices Remain Strong 02/16 16:20 

   Bankers in Kansas City District Expect Land Values to Remain 
Steady in 2018 
 

Recent land sales in Iowa and a new Kansas City Federal Reserve bank report show 

farmland values remain strong despite lower grain prices. 

By Elizabeth Williams DTN Special Correspondent 

INDIANOLA, Iowa (DTN) -- Farmland values continue to shrug at lower grain prices. 

Even in wheat country, the Kansas City Federal Reserve bank reported relatively stable 

farmland values in the fourth quarter of 2017 for the district that covers western 

Missouri, Nebraska, Kansas, Oklahoma, Colorado and northern New Mexico. 

At a recent farmland investor conference in Des Moines, it was standing room only with 

about half of the 675 people at the event from outside the state of Iowa. 

On average, values for all types of farmland in the Kansas City Federal Reserve district 

declined only 3% from a year ago. Looking ahead, bankers in the district expect values 

to remain steady in 2018. The Chicago Federal Reserve Bank in November reported 

farmland values plus or minus 1% across that district. 

"Buyers are looking for stable income, and farmland has traditionally delivered that 

stability," explained Doug Hensley, president of Hertz Real Estate Services in Nevada, 

Iowa. "In every county there are a number of farmers who are financially capable and 
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open to buy that 'good farm.' And as they say, you buy the farm when it's available, not 

when it's convenient." 

Steve Bruere, president of Peoples Company in West Des Moines, agreed. "Eighty 

percent of the buyers are farmers. People will step up if a good farm is for sale. Farmers 

are still the aggressive buyers," said Bruere. 

STRONG RECENT SALES IN IOWA  

A competitive Hertz auction a week ago in Benton County, in east-central Iowa, brought 

$14,300 per acre for 176 acres with soils that have a projected corn yield of 220 bushels 

per acre, reported Hensley. "We had six or seven active bidders," said Hensley. The 

neighboring landowner beat out a contending investor. 

Peoples Company of West Des Moines, which sponsored the farmland investor 

conference, reported a Jan. 24 auction in central Iowa's Dallas County brought $10,950 

per acre for a 40-acre parcel. Bidders included neighbors, investors and tax-deferred 

land exchange buyers. 

Peoples Company tracks all public auctions in Iowa for farms that are 85% or more 

tillable. The company calculates the price based on a productivity rating to make it 

easier to compare equivalent values. 

Iowa uses a CSR2 (Corn Suitability Rating-revised) rating system in which a rating of 100 

is equivalent to a projected yield of 240 bushels of corn per acre. 

In 2017, of the 685 farmland auction results collected by Peoples Company, the average 

price per CSR2 point was around $120. That means a farm containing soils with a 

projected yield of 200 bushels (83 CSR2) would sell for around $10,000 per acre. In the 

fourth quarter of 2017, farms sold at auction in Iowa were averaging $124 per CSR2 

point. The January auction of the 40 acres in Dallas County equaled $127 per CSR2. The 

companion 134 acres at the same auction brought $111 per CSR2 point. 

Still, these strong prices surprise many. "Most farmland investors have been waiting for 

a pullback in land values, which hasn't transpired yet," noted Bruere. In fourth quarter 

2016, farmland auctions in Iowa were averaging $109 per CSR2. In first quarter 2017, 

they averaged $115 per CSR2. 

MOTIVATED BUYERS  
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"There's a fair amount of 1031-tax deferred exchange money still in active play across 

Iowa," explained Hensley, as development rings out from Des Moines and the Cedar 

Rapids-Iowa City corridor. "And farmland is a stable investment that gives buyers long-

term confidence. Just about anyone you talk to thinks farmland will be worth more 30 

years from now, so they continue to view farmland as attractive," Hensley added. 

Most of the sellers are trusts that have inherited farmland, reported Bruere. "But we are 

seeing some profit-taking across the Midwest from land funds that formed in 2008 with 

a 10-year window. They now need to sell some land to return money to their investors." 

There is some pressure from lenders on farmers who can't cash flow their operation. 

"But it's more of a suggestion rather than a forced sale at this point," said Bruere. Bank 

regulators don't like to see borrowers with carryover debt for more than a year or two, 

explained Hensley. So, there is some pressure from lenders who are "encouraging" sales 

but not enough to move the market. 

The amount of farmland for sale is still tight. "Although strength in values is uneven 

from neighborhood to neighborhood," explained Hensley, "the areas with the most 

potential for softness currently are where we've had or seen multiple land sales in the 

past 12 to 18 months, and those previous sales have drawn capital out of the market. 

So, when it comes to futures sales in those same areas, sellers need to understand that 

there may not be as much competition for future sales. It all comes down to what 

happens to commodity prices, crop production success and interest rates." 

It will be interesting to see if financial pressure on farm operators who own farmland 

increases, as March 1 cash rents come due and some borrowers need to scramble to 

find financing. Currently, there are only 150 farms, with 85% or more tillable land, listed 

for sale in Iowa. 

"That's less than two per county," said Bruere, whose company tracks every listing in 

Iowa. For now, demand exceeds supply of farmland, especially on high-quality ground. 

Lenders and farm brokers expect that to continue, barring any unforeseen economic 

calamity.

 

 
Copyright 2018 DTN/The Progressive Farmer. All rights reserved. 
[Related Stories] 
 
Let’s take a quick look at the weather, including the updated drought monitor. The TX and OK 

Panhandles and southwestern Kansas are the big red blob. Spring wheat country remains fairly dry too. 
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This week is not expected to make things better by being wetter, although IF that big storm… 
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IF that big coming storm was centered over Kansas, I doubt the wheat futures market would be able to 

ignore it, and for the record, the “6 to 10 day” forecast calls for “above normal precipitation”. 

 

Normal precip for this time of year isn’t much, but as much of this recent wheat rally seems to be built 

upon a dry foundation, if you’re thinking about selling some wheat, you might get ready to make a 

move. 

Last week I outlined a plan where 25% of expected new-crop wheat would be sold, using a weekly close 

in KC Dec below $5.33, with the idea the stop would be raised if we had the chance. 

KC Z closed 15c better the past week, so now the sell-stop would be raised to $5.48. There is quite a bit 

of leeway here, based on your own risk tolerance, but the idea is when you’re pretty sure the week is 

going to close lower, then go ahead and sell 25% of expected production. 

You might be pretty sure the week will close lower as soon as you open this letter. If so, and you’re 

kinda itching to do something, go ahead. Others might wait until Friday to be sure. 

The MAIN benefit of this strategy is it forces a guy to take advantage of the recent rally. Right now, it 

appears to me overall USA wheat fundamentals are NOT going to change drastically (HRW production 

might be a little lower, but HRS acres are going to be higher…), nor does it appear world wheat 

fundamentals are going to dramatically tighten, so that’s why I’m ok with laying off some flat price risk. 

Here’s the updated weekly closing futures table: 
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CLOSE KWH18 KWN18 KWZ18 CH18 CN18 CZ18 WH18 MWH18 MWU18 SH18 

02/16 $4.79 $5.11 $5.48 $3.68 $3.83 $3.97 $4.58 $6.05 $6.31 $10.22 

02/09 $4.66 $4.97 $5.33 $3.62 $3.78 $3.92 $4.47 $6.04 $6.29 $9.83 

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 

KC wheat is in the 4th week of blue numbers. Momentum Funds are building a long position in KC wheat. 

Corn has completed it’s short-covering phase. New-crop spring wheat is firmer than old-crop spring 

wheat, which is somewhat interesting as I expect an acreage increase. Old-crop beans entered into 

initial short-covering. 

It should be noted there are NO sell signals showing, and thus when I talk about laying off 25% of 

expected production, one could argue I’m jumping the gun. I would accept that criticism. 

I admit I’d hate to see a 60c rally go by, and not do anything. And when I see that in print, the idea of 

doing something just to do something…doesn’t sound like a very good argument. 

I’m not selling it all. Uncertainty on local production exists, and the Russian 2010 drought came out of 

nowhere. 

Conversely, so far…Russian conditions look pretty good. 

 

The reason I’m looking at KC Z is I figure annual storage costs are 24c/bu, and the current spread 

between July and Dec futures is 34c, a dime more than the cost for a whole year.  

If you are not going to store your wheat, then just look at the KC July futures, currently at $5.11. 

 

Here’s another strategy. It’s different, in that it’s not so anxious to get something sold. Here we look at a 

continuous KC wheat futures chart (the computer goes to the top-step month before that month 

actually expires. The chart shows it settled using the March close, but it used the daily high from the 

May futures. It is in the process of switching. Interesting…) The line is the 200-day moving average, 

which at this minute is at $4.485. That’s 30c below the H close, and 45c below the K close. 
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IF your risk tolerance allows it, then don’t sell any wheat until the futures close below the 200-day 

moving average two consecutive days. 

These 2 strategies are very different. Each has pros and cons. 

The first one might have you sell too soon. The second one might have you sell too late. 

What will The Funds do?  

Well…Momentum Funds…are long KC wheat futures. Here’s KC July. The blue line was raised this week. 

A close above it will make them buy more. They won’t sell it all until prices are below the red line. The 

red line will soon start going up as the weeks roll off the table. 
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What to do…? This week will give us new clues. IF those rains miss us completely, it will be easy. Prices 

will go up, and we can raise that sell-stop. 

IF it starts raining…that might be easy too. Sell what you can, while you can. 

The hard part is in the middle.  

Cash wheat bids show no basis change.  

Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

02/16 $3.73-$4.28 $4.06 $3.73-$3.78 $3.82-$4.20 $3.93-$3.96 

02/09 $3.73-$4.28 $4.06 $3.73-$3.78 $3.82-$4.20 $3.93-$3.96 

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 

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

02/16 -90, -35 -55 -90, -80 -75, -43 -70, -65 

02/09 -90, -35 -55 -90, -80 -75, -43 -70, -65 

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 

 

But when we look at the Gulf bid table, we see Feb 12’s got back ALL of what they had lost. 
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This is the Gulf track bids table. (These are bids for Feb shipment.) 

date 12 pro ords diff 

02/16/18 +230 +100 130 

02/09/18 +195 +90 105 

02/02/18 +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 

 

Why did the Gulf jump 35c this week, and importantly, why didn’t the posted cash bids we see ALSO 

jump 35c/bu? 

I suspect it’s because the Gulf database shows nearby Feb shipment bids. I know bids for March 

shipment 12’s are bid +205, 25c less than Feb. March ords are bid +90, a dime less than Feb.  

The Gulf bids are showing the cash wheat is INVERTED. The better demand is for NOW, compared to 2 

to 6 weeks from now. And new-crop basis is less than that. 

If you have old-crop wheat, the best basis bids are sooner, rather than later. 

The generic posted cash bids are usually for a “30 days” window. 

This time of year, it may really pay to check around, especially if you are sitting on a chunk of 12’s, and 

are can move it quickly.  

Inverted bids point out quite dramatically the basis is higher than usual and is expected to drop to more 

normal levels. This is why I have stressed fixing the basis on old-crop wheat if you want to stay long flat 

price. 

 

When we convert the Gulf basis bids to a flat price (add basis and futures together), we get a table that 

looks like this this: 

Shipment period basis futures Flat price (bu) Flat price ($/mt) 

FEB +230 $4.79 (H) $7.09/bu $260.50 

MARCH +205 $4.79 (H) $6.84/bu $251.32 

APRIL/MAY +185 $4.94 (K) $6.79/bu $249.48 

New Crop +145 $5.11 (N) $6.56/bu $241.03 
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The main point is even though the futures are in a “big fat carry” situation, the Gulf 12 pro bids are 

inverted, and the net is the flat price export offers will also be inverted. 

IN other words, if you are a world buyer, and can wait, you are able to buy it cheaper, later.  

 

I suspect we’re in for a bumpy ride the next few weeks as we head towards St. Patty’s Day. That’s my 

rule-of-thumb for when wheat has broken dormancy and moisture requirements increase. After that, 

anything can happen. Literally, anything. 

 

Have a good week. I’ll be attending the annual Wheat Quality Council meeting in KC. Maybe I’ll see some 

of you there. 
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