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Hello Colorado Wheat. 

When we look at this weekly closing futures table, it’s obvious KC winter wheat was a rock star, only 

losing 3c, while corn was creamed, down 16c and beans were crushed, down more than 50c. 

Both corn and beans set new red numbers, indicating long corn positions are being liquidated, and short 

bean positions are being added to. If we get new red numbers this Friday, there will be more sell-stops. 

CLOSE KWN18 KWZ18 KWN19 CN18 CZ18 CN19 WN18 MWN18 MWU18 SN18 

06/08 $5.38 $5.79 $6.08 $3.76 $3.98 $4.19 $5.20 $6.93 $6.04 $9.69 

06/01 $5.41 $5.83 $6.16 $3.92 $4.12 $4.31 $5.23 $6.04 $6.13 $10.21 

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 

 

I’m trying to be objective. It’s very difficult for me to think wheat can stay up here without help from 

corn or beans, but even though it’s been a long time since we’ve seen that, it has happened. 

What is going on? We know it’s a short winter wheat crop in the USA, and underlying support might be 

coming in from dry weather in Russia and a potential disaster in Australia. 

A few weeks ago, I asked the same question, and my conclusion was Brazil must be snooping, even 

though absolutely nobody was talking about it. Guess what? This week we saw Brazil is indeed buying 

USA HRW. 

SO now the question shifts to “how much will they buy?” And then “will prices need to go higher to 

accomplish that?” 

 

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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In recent history, Brazil imports about 7.2 million tonnes of wheat annually. 

 

Here’s the evidence of this week’s sales, from FAS. 

For the week ended May 31 in thousand metric tons. Source: USDA. The 2018 - 2019 

marketing year for wheat began Jun 1, 2018. Totals may not add due to rounding.  

                                (2018-2019)               2017-
2018  2019-2020  
                     =====current marketing year=====      Last      
Next  
                 Week's net Carryover   Export    Season's Year      
Year  
                 Chg in     From        Shipments Total    Accum     
Total  
                 Commits    2017-2018   May 25-31 Commits  
Exports   Commits  
==hard red winter==  
               
BRAZIL             30.0        0           0      60.0      72.9       
 

Brazil bot 30,000 tonnes (a small boat load), and have now purchased a total of two boats, 60.0 mt 

(thousand metric tonnes). It’s not unusual for Brazil to buy USA HRW; last year they bought a total of 

almost 73,000 tonnes. 

BUT some years it is much more.  

In 2016/17, Brazil bot 1.125 million tonnes of USA HRW. 

In 2013/14, Brazil bot 4.1 million tonnes of USA HRW. 

73,000 tonnes is about 2.7 million bushels. 1.125 million tonnes is 41.3 million bushels, and 4.1 mmt is 

161.7 million bushels. 

 

When we look at the implied S&D (remember USDA did not do an official wheat by class; they will do 

their first one in July. We will NOT see one on the June WASDE update, which comes out on June 12, this 

Tuesday.)…it’s apparent the USDA is NOT projecting Brazil to buy 162 million bushels of USA HRW. 

If that happens, this balance sheet will change dramatically as the year progresses. 
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The problem is…KC Z at $5.80 is pricing in an ending stox/usage ratio of about 40%. 

 

IF production estimates stay the same, it would take about a 70 million bushel increase in USA HRW 

exports to support a $5.80 KC Z. 

That could happen, but unless the Argentina crop is cut in half, OR Argentina’s government severely 

taxes wheat exports, current fundamentals don’t seem to support it. 

 US HARD RED WINTER WHEAT 5/12/2017 current

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

carry in 385 387 317 343 237 294 445 589 551

production 1006 783 998 747 739 830 1082 750 668

imports 1 0 18 19 10 6 5 8 6

total supply 1392 1170 1333 1109 986 1130 1532 1347 1225

food 359 404 404 370 370 391 394 389 389

seed 32 33 33 34 32 30 27 30 30

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

domestic use 388 456 608 426 422 458 488 436 436

exports 617 397 382 446 269 227 455 360 360

total demand 1005 853 990 872 691 685 943 796 796

carryout 387 317 343 237 295 445 589 551 429

stox/use 38.5% 37.2% 34.6% 27.2% 42.7% 65.0% 62.5% 69.2% 53.9%
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USDA estimated Argy wheat production at +19 million tonnes; the 2013/14 Argy crop was +10 million 

tonnes, which was a slight rebound from +9 mmt the previous year. In other words, Argentina had back-

to-back poor wheat crops the last time the USA sold 4 million tonnes to Brazil. 

 

What about Russia? Most everything I read shows the Russian crop estimates from IKAR or SovEcon, etc 

dropping to about 72 million tonnes, which is where the USDA was on the May report. That’s down from 

last year’s 85 million boomer, yes, and also yes, the USDA projects the Russian carryout would be cut in 

half…but NO ONE is saying the Russian wheat crop is only 42 million tonnes, like 2010/11. 

 

The Aussie crop…who knows?  

This Reuters article says it rained Down Under… 

https://www.reuters.com/article/us-australia-wheat-drought/rain-brings-wheat-relief-in-australias-

west-idUSKCN1J604B 

 

What’s my point? 

Well, like I said earlier, I’m trying to be objective. 

I admit I think wheat is overpriced, but if it couldn’t break more than 3c when beans dropped 50c, it’s 

saying…we can wait. 

So we will wait a bit. 

Here’s KC July: 
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NOW here is a KC July with NEXT WEEK’S red line moving up to $5.01, from $4.86. Look at the table on 

page 1. The $4.86 closing low is from 03.30; it will roll off the table, and the new red number (11-week 

closing low) will be $5.02 from 04/20. 

What does that mean? t means IF KC July ever closes below $5.00 on a Friday, the party is over. 

 

Is that likely? Probably NOT. Why? BECAUSE the Funds are in the process right now of rolling out of July 

positions, into KC Sept, or some go to KC Dec, and some actually go out to KC July 2019. 

The table on page 1 shows KC Z on 04/20 closed at $5.47. 

A sub $5.50 KC Z close on any Friday will make wheat bulls everywhere plenty nervous. 

And…that’s probably where we’re headed, if the graph on page 3 is still valid. That would be about a 

44% ending stox/use ratio, although to get there will require a production cut and an export increase 

from the May implied S&D. 

 

We’ll see if we get any clues Tuesday. 

 

 

 

 

 

In the meantime, these posted cash bids are hanging in there pretty well. Actually, we see continued 

renewed basis strength. 
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Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

06/08 $4.58-$5.18 $4.78 $4.63-$4.63 $4.65-$4.81 $4.68-$4.83 

06/01 $4.61-$5.11 $4.76 $4.66-$4.66 $4.66-$4.83 $4.66-$4.76 

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 

06/08 -80, -20 -60 -75, -75 -73, -57 -70, -55 

06/01 -80, -30 -65 -75, -75 -75, -58 -75, -65 

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 

 

I see lots of 5c basis jumps and several 10c increases !! 

Come on Brazil! 
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Unfortunately,…the Gulf bids for 12 pro are LOWER. Which means it’s either domestic mills, or empty 

terminals chasing bushels, not exporters. 

 

SO…I have no choice but to interpret this weaker Gulf export bid as a warning sign. 

Dec corn is a dog… 

 

GULF

date 12 pro ords diff

6/8/2018 148 95 53

6/1/2018 160 90 70

5/25/2018 165 85 80

5/18/2018 155 84 71

5/11/2018 152 84 68 N

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 K

3/16/2018 175 95 80

3/9/2018 190 102 88

3/2/2018 195 105 90

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
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And so are Nov beans: 

 

Crummy corn and bean charts can reverse IF the weather gets really hot and dry, which they will after it 

quits raining and warms up… 
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I sit up in The Twin Cities, where it rained all day Saturday, and early morning temps almost require a 

jacket…I can’t help but think the North American spring wheat crop is going to be gigantic. 

Higher protein (easy 12’s this year) HRW with fewer bushels vs. spring wheat planted and growing under 

ideal conditions…has torpedoed the Minny-KC spread (Z’s shown here): 

 

Protein premiums for HRW this year will be virtually non-existent. If you can, store (and hedge) your 12’s 

and take last year’s 9’s to town. 

 

I look at the posted basis bids on page 6, and even though I’m trying like heck to be objective, I can’t 

help but feel the basis can’t get a lot better, and I don’t like beans or corn, and I think a monster spring 

wheat crop is coming, nor do I think Argentina or Russia is a disaster… 

 

Yikes. 

Did I tell you I’m trying to be objective? 

 

Crop report comes out Tuesday. 

Have a good week. 
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