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Hello Colorado Wheat. 

Wheat markets continued the rally, up into The Box I talked about last week, offering a good pricing 

opportunity. We’ll re-visit that concept in a bit. 

More interestingly, Monday night’s opening after the long weekend Gapped Higher, totally shrugging off 

this radar showing a decent Monday night rain in HRW wheat country. 

 

The market is saying something, but whether or not it’s “right” is always debatable. Momentum Funds 

are long, and willing to ride it and even add to length, until they get other signals. 

Fundamentally, deep down I think it boils down to one question: how much USA winter wheat is Brazil 

going to buy? 

You hadn’t heard Brazil is buying USA wheat? Me neither. And they’re not right now. BUT the market 

acts like they will. Otherwise…this thing is getting out of hand.  

 

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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I say that because KC Dec is currently about $6.10/bu, which on this chart is a 38% ending stox/use ratio. 

 

How can the balance sheet get to a 38% ending stocks/usage ratio? 

Either supply is cut, or demand is increased. 

 

The May WASDE and May NASS HRW production “implied” about a 54% stox/use ration, which is down 

quite a bit from the 2017/18’s projected 69% ratio. To get to a sub 40% ration, if exports stay the same, 

HRW production would have to drop 120 million bu from the May NASS guess. OR if production stayed 

the same as the initial NASS guess, exports would have to increase 95 million bushels. OR of course, a 

combination…reduced production and increased exports could do it to. 

Has USA HRW wheat production dropped 120 million bushels? 
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Nov WASDE KC Z close; recent

 US HARD RED WINTER WHEAT 5/12/2017 current supply ? demand ?

year 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2018-19 2018-19

carry in 385 387 317 343 237 294 445 589 551 551 551

production 1006 783 998 747 739 830 1082 750 668 548 668

imports 1 0 18 19 10 6 5 8 6 6 6

total supply 1392 1170 1333 1109 986 1130 1532 1347 1225 1105 1225

food 359 404 404 370 370 391 394 389 389 389 389

seed 32 33 33 34 32 30 27 30 30 30 30

feed/residual -3 19 171 22 20 37 67 17 17 17 17

domestic use 388 456 608 426 422 458 488 436 436 436 436

exports 617 397 382 446 269 227 455 360 360 360 455

total demand 1005 853 990 872 691 685 943 796 796 796 891

carryout 387 317 343 237 295 445 589 551 429 309 334

stox/use 38.5% 37.2% 34.6% 27.2% 42.7% 65.0% 62.5% 69.2% 53.9% 38.8% 37.5%
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Last week’s precip shows spotty coverage, although some guys picked up an inch… 

 

And this coming week actually is predicted to be wet (we saw a current radar on page 1) 
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So…I admit I think a 120 million bu cut to production is unlikely. It’s not impossible, but this week’s rains 

are important. 

How likely is it exports increase 95 million bushels, especially as the national average farm price is 

expected to be at least 30c/bu higher than last year? 

That’s why I say the market is trading as if it expects Brazil to buy a chunk of USA HRW. The May initial 

world wheat balance sheet for 2018/19 showed Argentina producing plenty and exporting plenty, which 

means the last WASDE did NOT show a huge USA winter wheat program to Brazil. SO if/when it 

happens, it will be a surprise. 

If it doesn’t happen, then a further tightening of the USA HRW balance sheet can only occur because of 

a massive production cut. 

 

Here’s how the week ended…lot’s of blue numbers (new 11-week closing highs). Funds added to corn 

long positions, continued liquidating remaining wheat shorts, and some quicker ones went long, or 

longer, and short bean positions got whacked.  

CLOSE KWN18 KWZ18 KWN19 CN18 CZ18 CN19 WN18 MWN18 MWU18 SN18 

05/25 $5.64 $6.06 $6.30 $4.06 $4.25 $4.42 $5.43 $6.44 $6.49 $10.42 

05/18 $5.39 $5.83 $6.16 $4.03 $4.20 $4.37 $5.18 $6.29 $6.33 $9.99 

05/11 $5.18 $5.62 $5.95 $3.97 $4.15 $4.33 $4.99 $6.05 $6.12 $10.03 

05/04 $5.56 $5.98 $6.19 $4.06 $4.21 $4.37 $5.26 $6.23 $6.29 $10.37 

04/27 $5.31 $5.72 $5.97 $3.99 $4.15 $4.30 $4.99 $6.08 $6.14 $10.56 

04/20 $5.02 $5.47 $5.77 $3.86 $4.03 $4.19 $4.77 $6.06 $6.12 $10.40 

04/13 $5.15 $5.60 $5.90 $3.95 $4.11 $4.27 $4.89 $6.27 $6.30 $10.65 

04/06 $5.26 $5.67 $5.95 $3.97 $4.13 $4.29 $4.89 $6.17 $6.24 $10.45 

03/30 $4.86 $5.30 $5.55 $3.96 $4.12 $4.26 $4.69 $5.87 $5.94 $10.56 

03/23 $4.98 $5.40 $5.67 $3.86 $3.99 $4.16 $4.77 $6.09 $6.15 $10.39 

03/16 $5.17 $5.54 $5.65 $3.91 $4.04 $4.19 $4.85 $6.19 $6.25 $10.60 

 

Notice the KC N18/N19 spread narrowed a dime. The market may make it more difficult to earn storage 

income. 

 

Here’s a KC wheat chart: 
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I drew in last week’s Box, which had a strategy of placing a sell-stop around $5.505 AFTER a wheat rally 

took the futures up into the Box. NOW, however, with Monday night’s gap higher opening, where the 

futures gapped ABOVE the Box (!) calls for a revision to the strategy.  

Gaps are funny things. They are very powerful, but they require at least 2 days to see if the gap is filled 

quickly, and how the market reacts after it’s filled. 

So I wouldn’t do anything on Tuesday, but on Wednesday, I would raise the sell-stop up to a close below 

the gap, which would be last Friday’s high. Then the sell-stop is about 15c higher, up from $5.505 to 

$5.65. And I would use a “stop-close-only”, which means it would take a close below $5.65 to trigger the 

sell-stop 

I hope that’s clear enough. 

I think my main point is I believe significant downside price risk exists, unless USA production is much 

worse than what it looked like in early May, or else unless USA HRW exports increase dramatically, much 

more than what seemed probable in early May. 

 

The second point is…that KC July wheat chart is not showing any sell signals yet. When they come, the 

correction will be nasty, which is why I’d like to have a plan in place which eliminates having to make a 

decision under pressure.  

 

 

Let’s look at July soybeans. Here’s a market that the Funds were short, and when it turned, the 

correction to the upside happened in a flash. 
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A couple weeks ago I wrote I’d be reluctant to press the short side. Last week we ended with that 

double bottom just below $9.93, which was a warning sign to the Shorts, followed by a gap higher 

Sunday night. Since then, another, another 40c…I wouldn’t be surprised to see the Funds get even, 

painfully, and then another collapse. 

 

Dec corn keeps chugging along. For lack of a better plan, a few weeks ago I mentioned selling 10% every 

25c higher… $4.25 gives the opportunity to lay off another 10%. 
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Current posted cash wheat bids are better than we’ve seen since mid-April of 2015.  

Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

05/25 $4.84-$5.34 $4.94 $4.69-$4.74 $4.79-$5.05 $4.84-$4.89 

05/18 $4.59-$5.04 $4.54 $4.44-$4.49 $4.54-$4.75 $4.44-$4.64 

05/11 $4.38-$4.83 $4.28 $4.23-$4.28 $4.33-$4.54 $4.23-$4.43 

05/04 $4.76-$5.16 $4.66 $4.61-$4.61 $4.67-$4.92 $4.61-$4.76 

04/27 $4.32-$4.91 $4.37 $4.27-$4.40 $4.41-$4.56 $4.27-$4.37 

04/20 $4.03-$4.43 $4.08 $3.93-$3.98 $4.08-$4.26 $3.98-$4.08 

04/13 $4.16-$4.56 $4.21 $4.06-$4.11 $4.16-$4.39 $4.11-$4.46 

04/06 $4.27-$4.67 $4.32 $4.17-$4.22 $4.27-$4.50 $4.22-$4.27 

03/30 $3.87-$4.27 $3.92 $3.77-$3.82 $3.87-$4.11 $3.82-$3.87 

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

05/25 -80, -30 -70 -95, -90 -85, -60 -80, -75 

05/18 -80, -35 -85 -95, -90 -85, -65 -95, -75 

05/11 -80, -35 -90 -95, -90 -85, -65 -95, -75 

05/04 -80, -40 -90 -95, -95 -90, -65 -95, -80 

04/27 -98, -40 -94 -104, -90 -90, -75 -105, -94 

04/20 -80, -45 -75 -90, -85 -75, -56 -85, -75 

04/13 -80, -45 -75 -90, -85 -80, -56 -85, -50 

04/06 -80, -45 -75 -90, -85 -80, -56 -85, -80 

03/30 -80, -45 -75 -90, -85 -80, -56 -85, -80 

 

We see basis strength. I’d say they are not buying much wheat yet. 

 

 

The gulf is a dime better on 12’s, and unch on ords.  
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Tuesday’s delayed planting progress should show corn at 90% complete, and beans probably 2/3’s 

finished. Lots of milo got planted, although probably still plenty to get in, too. But generally, spring 

planting season is about finished. I think the spring wheat planting season went well, and moisture is 

coming almost ideally, if the lower map on page 3 comes as predicted. 

 

I know that KC N wheat chart isn’t screaming “Sold”… yet, and the basis hasn’t rolled over at all, so being 

patient with forward contracting has been absolutely rewarded. But I sure wouldn’t recommend 

complacency. 

 

Have a good week. 

 

 

 

 

GULF

date 12 pro ords diff

5/25/2018 165 85 80

5/18/2018 155 84 71

5/11/2018 152 84 68

5/4/2018 145 80 65

4/27/2018 155 78 77

4/20/2018 175 95 80

4/13/2018 155 95 60

4/6/2018 160 93 67

3/30/2018 160 95 65

3/23/2018 160 95 65

3/16/2018 175 95 80
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