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Hello Colorado Wheat. 

I saw several of you guys in KC at the Wheat Quality annual meeting. Many commented favorably on last 

week’s opening story about firm farmland prices. Not quite sure how to top that this week…but Hey, 

Moneybags! maybe you’ll find this article on $80,000 pickup trucks useful… 

http://www.startribune.com/more-luxury-buyers-ditch-the-imports-and-pick-up-a-truck/474348943/ 

 

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. 

 

I don’t want to be a Debbie Downer, but I wouldn’t get too complacent about $4.00 cash wheat. Here’s 

what eating at me. The past couple of meetings I’ve attended, spring wheat guys (and the USDA at their 

recent Agricultural Outlook Forum of 2018) and Canada’s Agriculture and Agrifood Department…ALL are 

comfortable talking about a 500,000 acre increase in spring wheat acreage this spring like it’s fact. 

Look at this table: 

 

WE know HRW acres in North Dakota and Minnesota are basically nothing anymore. South Dakota has 

dropped quite a bit too, and Montana apparently seeded an all-time low last fall. 

Here’s durum acres in those 4 states (AZ, CA and ID also grow durum). We do not know what will 

happen this spring, although I expect durum acres will be unchanged to slightly higher: 

 

Here’s the spring wheat acres: 

 

PLANTED WINTER WHEAT ACRES (1000 ac)

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

MN 0 0 0 0 0 0

MT 2,000     2,500     2,350     2,250    1,750     1,550     

ND 215        870        200        130      70          90          

SD 1,300     1,210     1,420     1,180    910        850        

total 3,515     4,580     3,970     3,560    2,730     2,490     

PLANTED DURUM WHEAT ACRES (1000 ac)

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

MN 0 0 0 0 0 0

MT 450 435 620 780 890

ND 790 840 1090 1460 1260

SD 4 4 6 10 7

mailto:danmaltby.riskmgmt@gmail.com
http://www.startribune.com/more-luxury-buyers-ditch-the-imports-and-pick-up-a-truck/474348943/


Colorado Wheat Weekly Wire #322 danmaltby.riskmgmt@gmail.com 02/23/18  pg. 2 

 

 

Those four states planted about 10 million acres of spring wheat last year. If they increase by 500,000 

this spring, it would put them at about 10.5 million, which was what they planted in 16/17. And that 

seems to be what is expected, and already “in the market”. 

Here’s a summary table: 

 

SO…with the “expected” 500,000 spring wheat acreage increase, those 4 states will have about 13 

million all-wheat acres. 

I can see beans and/or canola increasing again…but I don’t see corn increasing, as corn prices were not 

good, AND with India imposing a 50% duty on pea imports, and a 30% duty on chickpeas and lentils…I do 

NOT expect pulse crop acreage to increase this spring 

http://www.canadianbusiness.com/business-news/indias-tariff-on-pea-imports-expected-to-affect-

planting-of-pulse-crops/ 

What’s that mean? 

It means USA spring wheat acres are going to increase by at least a million acres, NOT just 500,000. 

And Canadian spring wheat acres will also increase by more than the 4 or 5% that everyone expects. 

Spring wheat acres in North America will be up about 2 million acres. 

You heard it here first. 

Maybe don’t buy that $80,000 new pickup just yet. 

PLANTED SPRING WHEAT ACRES (1000 ac)

2013/14 2014/15 2015/16 2016/17 2017/18

MN 1,200     1,220     1,480     1,310    1,160     

MT 2,950     3,050     2,650     2,150    2,500     

ND 5,100     6,250     6,700     6,000    5,350     

SD 1,190     1,300     1,330     1,080    970        

total 10,440    11,820    12,160    10,540  9,980     

USA 11,606    13,025    13,367    11,605  11,009    

FOUR NORTHERN STATES ALL WHEAT PLANTED ACRES

2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

MN 1,200     1,220     1,480     1,310    1,160     -         

MT 5,400     5,985     5,620     5,180    5,140     1,550     

ND 6,105     7,960     7,990     7,590    6,680     90          

SD 2,494     2,514     2,756     2,270    1,887     850        

total 15,199    17,679    17,846    16,350  14,867    2,490     

"expected" spring wheat acres 10,500

"expected" total all wheat acres 12,990    
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What else did I hear in KC? 

I heard a respected agronomist talk about Nitrogen and wheat yields and protein (maybe he should join 

Wheat Club…and tell everyone he’s a member), although I think he said he’d like to see about 140 

pounds of total N available, which is quite a bit more than my “2. apply 30# of N at planting, and if it’s a 

wet spring, re-apply 30# 

Maybe 60# isn’t enough. I’m going to have to look into that, but for now, let’s get at least 60# of N on 

the wheat. (And IF you happen to have sulfur deficient fields, apply some S…for many reasons). 

Speaking of protein…and Wheat Club, and not selling to elevators that don’t pay protein premiums (or 

discounts), there are a few newcomers who maybe haven’t seen the cycles. Maybe they expect spring 

wheat to always be $1.50 over winter wheat… 

Here’s a chart of Gulf 12% protein bids minus ordinary protein. It’s the bid spread between 12’s and 

ords, going back to June 2013.  

 

It’s not a big database, as 4 years in the wheat business is barely enough to get started, but it’s good 

enough for now. 

Wheat Club members will apply the Nitrogen, as these newer varieties will perform better. More yield = 

more revenue per acre. BUT Wheat Club members have to understand that protein premiums/discounts 

are a market, and like any market, sometimes it goes up, and sometimes it goes down. It changes. It is 

not stagnant. It is not “fixed”, until usually at the time of delivery. 

In that regard, storing your wheat may help you take advantage of a protein premium market that might 

develop later in the year. Sometimes it might be a few years before a protein premium market develops. 

Wide carrying charges help you earn storage revenue, and also might be a benefit of storing your wheat, 

BUT futures markets intra-market spreads fluctuate. Sometimes they are narrow, or might invert, and in 
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those cases, storing wheat would be discouraged.  And as we have discussed many times, the ONLY way 

to actually earn that storage income is to SELL THE DEFERED FUTURES. Those big fat carrying charges 

must be locked in. 

If you have a new bin, or a new bagger…unless you lock those carrying charges in, there is a very good 

chance you will not earn any storage income at all. 

Last week I laid out a plan for selling 25% of this season’s expected production. As I planned on storing 

some wheat after harvest, I used the KC Dec, not KC July, to sell, and locked in those carrying charges.  

Here’s the updated futures weekly closing table. This is the last week that will reference March18 

futures. We see wheat’s rally paused (spring wheat actually set a new weekly closing low). Corn was off 

slightly, and beans advanced, spurring additional short-covering, as the weather in Argentina is too dry. 

CLOSE KWH18 KWN18 KWZ18 CH18 CN18 CZ18 WH18 MWH18 MWU18 SH18 

02/23 $4.69 $5.03 $5.42 $3.66 $3.82 $3.97 $4.52 $6.01 $6.30 $10.36 

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 

KC Dec futures were sold at about 38c over KC July futures. Storing wheat for 5 months earns 38c, which 

is 14c/bu more than an entire year of storage costs. Possibly we will get paid to store it even longer. 

When the futures are locked in, but the basis is not yet fixed, a producer is “long the basis”. He is also 

long his protein, and he may or may not earn additional revenue on it, even though Wheat Club 

members apply additional nitrogen. (They should expect better yields.) 

 

If I’m correct about the additional 2 million spring wheat acres in North America, more than likely 

protein premiums will collapse. (But we will still apply N this spring.) 

Anyways…Wheat Club sold about 25% of expected production at about $5.45/bu, with KC Z18 futures. 

As we are men, and not robots…we are of course a little nervous about the weather. Much of Oklahoma 

received more than an inch of rain, although the Panhandle didn’t: 
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This week looks much drier: 
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Cash bids are down about a dime, mainly just following the futures board: 

Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

02/23 $3.79-$4.34 $4.14 $3.79-$3.89 $3.94-$4.26 $3.99-$4.04 

02/16 $3.89-$4.44 $4.24 $3.89-$3.99 $4.04-$4.36 $4.09-$4.14 

02/09 $3.76-$4.31 $4.11 $3.75-$3.86 $3.91-$4.23 $3.96-$4.01 

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 

02/23 -90, -35 -55 -90, -80 -75, -43 -70, -65 

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 

NO basis bid changes at all, and in Kansas, only one area (Dodge) showed any basis movement at all, 

which appeared to be some “catching up”. 
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And the Gulf was fairly stable as well, although we do see the 12 vs ords spread narrowed a bit: 

 

Neither the Gulf bids or the country bids moved much, which is fairly remarkable in that I know the 

secondary freight market saw some dramatic price changes. I heard two BN shuttles traded at 

$2500/car. That’s more than 65c/bu !! 

Who made that money? It wasn’t the railroad. Who lost that money? It doesn’t appear it was passed 

back to the farmer. 

Most of the time, we assume empty freight cars costs nothing, and are freely available. 

Sometimes, that is a bad assumption. 

Here’s a bad assumption I have made. I can see the Gulf ords bids have rallied 25c since 1/12/18, 

whereas the bids in the country have only rallied 10 to 15c. So the assumption is elevator margins 

increased. Yet maybe those car costs had something to do with it. 

Also, we see Gulf 12’s have only rallied 5c (if that) in the same period. 

Does that mean the country bids are actually more closely following the Gulf 12 pro market rather than 

the Gulf ordinary pro market? 

Last week we also looked at the deferred Gulf bids. We saw the cash market is inverted, and it still is, 

even though we might not think so, especially if we only look at the futures market. 

 

The point is there are more moving parts to these markets than we might assume. 

 

 

 

Let’s take a look at some price charts. 

GULF

date 12 pro ords diff

2/23/2018 230 110 120

2/16/2018 230 100 130

2/9/2018 195 90 105

2/2/2018 200 90 110

1/26/2018 230 92 138

1/19/2018 230 92 138

1/12/2018 230 92 138

1/5/2018 245 90 155

12/29/2017 225 85 140

12/22/2017 225 85 140

12/15/2017 225 85 140

12/8/2017 230 80 150

12/1/2017 220 70 150
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KC July…taking a bit of a breather. The Funds are long this market. The threat of rain, or the removal of 

rain chances, moves the market. Funds will add to their long positions on new weekly closing highs. 

Conversely, they will lighten the load as the rally stalls. They are not yet a threat to get short. 

 

 

Dec corn…not quite sure what it wants to do at $4.00 
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And old-crop March beans, for reference only, as March is NOT lead month anymore based on volume 

and open interest… 

 

Beans are in their second week of short-covering. Everyone knows bean acreage will increase in The 

States. Which begs the question…”how’s that working for ya?” 

Ouch. 

I would point out that March beans are about a dime over November beans. Bean futures are inverted. 

They very well might be entering the “take no prisoners” phase. 

And even though I am super bearish new-crop spring wheat, this bean chart should point out clearly that 

the market may do what is not expected, especially when you think you have things figured out. 

 

Have a good week, Early markets are firmer. USA winter wheat weather looks dry for a while. The 

market is probably going to make one question the merit of selling 25% of expected wheat production. 

It does that with margin calls. Better have an understanding banker…when he calls, I will tell him I 

expect to sell a basis of -70 KC Z, with my futures locked in at $5.45, so will get $4.75/bu on 60 bu wheat 

because I put down a lot of N, so will generate about $285/acre, which should make some money. 

We’ll see what he says to that. 

dm 
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