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Hello Colorado Wheat. 

We’re at the point, plus or minus a few days…where free storage will run out, and you have to make a 

decision on wheat you hauled to town. The clock is ticking on how long a guy gets “free lunch”. I meant 

“free storage”. They are pretty much the same thing, as neither exists, but that’s a rabbit hole for 

another time. Some of you guys might have another couple weeks of “free storage”, but the question 

seems valid for about everyone: “Should I stay, or should I go?” 

There weren’t any major new fundamental reports issued this week. What few fundamental inputs we 

did see this week were fairly boring, including the weather. Trade Wars continue, but that story too is 

getting moldy. AgResource the other day said FOB USA soybeans are 24% cheaper than Brazilian FOB 

beans, which means a 25% tariff is priced in. So far, the NAFTA partners aren’t too rambunctious, so it 

feels like a quiet, but uneasy truce is what we have to live with for probably a long time. 

Does the closing weekly 11-week futures table give us any clues, or a new perspective?  

CLOSE KWU18 KWZ18 KWN19 CU18 CZ18 CN19 WU18 MWU18 MWZ18 SX18 

07/20 $5.09 $5.34 $5.66 $3.55 $3.69 $3.92 $5.16 $5.55 $5.71 $8.65 

07/13 $4.92 $5.16 $5.50 $3.41 $3.55 $3.79 $4.97 $5.32 $5.49 $8.34 

07/06 $5.13 $5.34 $5.64 $3.60 $3.73 $3.97 $5.15 $5.58 $5.75 $8.95 

06/29 $4.89 $5.12 $5.51 $3.60 $3.71 $3.94 $5.01 $5.37 $5.55 $8.80 

06/22 $5.06 $5.29 $5.63 $3.67 $3.78 $4.00 $5.04 $5.61 $5.76 $9.16 

06/15 $5.34 $5.58 $5.89 $3.71 $3.83 $4.05 $5.14 $5.81 $5.95 $9.31 

06/08 $5.55 $5.79 $6.08 $3.87 $3.98 $4.19 $5.37 $6.04 $6.18 $9.90 

06/01 $5.59 $5.83 $6.16 $4.01 $4.12 $4.31 $5.14 $6.13 $6.24 $10.38 

05/25 $5.83 $6.06 $6.30 $4.15 $4.25 $4.42 $5.18 $6.49 $6.55 $10.54 

05/18 $5.58 $5.83 $6.16 $4.11 $4.20 $4.37 $5.10 $6.33 $6.42 $10.08 

05/11 $5.37 $5.62 $5.95 $4.05 $4.15 $4.33 $5.15 $6.12 $6.24 $10.14 

No new lows, which means any new recent shorts might be a bit nervous, but the blue numbers are a 

long ways away which means big buy stops aren’t yet a factor. I would point out that 2-week highs are 

very close, which means some additional short-covering is likely, but this table looks range-bound to me. 

So…the question changes to this one: “Is there a good reason to not just sell it and be done with it?” I 

believe the answer to that is: “No.” But if the question is “can we get back some more of what we lost?”, 

then the answer is “Yes”. 

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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The table shows wheat futures are 70c below their weekly closing peak, set at the end of May. Wheat is 

also 20c off the weekly closing lows, set at the end of June. 

Here’s a KC Sept wheat chart, with a blue line of resistance at $5.83 and a red line of support at $4.89: 

 

The one thing that jumps out at me is the chart needs a “box”, which I added here: 

 

The “box” says: a close above the box (around $5.16) will get things interesting.  

I think that also means without a close above the box, gravity becomes a big factor as time marches 

onward. 
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So how do you play it?  

There are no good reasons to not sell your wheat and be done with, but the box offers hope, so IF a guy 

was willing to eat some storage costs…I think the continuous chart with the 200-day moving average 

provides the answer. 

 

You sit on the wheat until we get 2 closes below the 200-day moving average, which is now at $4.76, 

hoping for a breakout above the box. If no upside breakout comes, eventually there will be a downside 

breakout, and a guy will then liquidate. 

To recap…a guy has no good reason to not sell now, with KC U at $5.09. 

The box offers hope, that a good close or two above $5.16 will bring a decent shot at $5.50 or better, 

but if the rally never gets going again, he will be dumping his wheat at $4.75 or so. 

35c upside, or a 35c lower sell-stop. 

Maybe an option speculator with deep pockets and big guts could sell both $4.70 puts and $5.50 calls 

and use the 10 or 11c he collects to figure out a hedge for needed action later, but I personally have 

neither… 

 

 

A good reason to not sell wheat would be because a feller knew USA winter wheat acreage would 

plummet, or a killer drought was on the way. 

USA hard winter wheat acres are already close to modern day lows, and $3.75 corn and $8.50 beans 

don’t argue well for massive acreage switches out of wheat, and betting on a drought is not a good bet. 

I don’t see many good reasons to NOT sell it… but Funds are short, and the Box is near, so maybe the 

Dead Cat Bounce (also known as a Correction) can extend. 
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Export sales this week showed Brazil shipping the last boat of USA winters they own, but no new 

purchases, and worse, we saw Nigeria switch out of winters and go to springs. I’ve written many times 

the past few weeks that spring wheat is cheaper than winter wheat, so we knew it was coming. And we 

see the Gulf react to losing some Nigerian biz by dropping their winter wheat bids: 

 

I suspect USA domestic millers will also try to use more springs at the expense of winters. Track Chgo 14 

springs are around +110 MWU, and track Chgo 12 winters are around +150 KC U, which means 14 

springs are maybe a nickel more than 12 winters, and if 13 springs exist, they would obviously be 

cheaper than 14 springs, and thus would be cheaper than winter wheat, which means…it’s very likely it’s 

going to be a fairly blah demand year for winters.  

HOWEVER…everyone knows that. Which means springs have the luxury of making all those buyers 

waiting anxiously for cheaper springs some anxiety. Here is MGEX Z – KC Z, bouncing. 

 

The big spring wheat harvest is far from the bin. In effect, cheap spring wheat can be a little supportive 

to winter wheat. 

GULF

date 12 pro ords diff

7/20/2018 137 90 47

7/13/2018 145 95 50

7/6/2018 151 100 51

6/29/2018 146 98 48 U

6/22/2018 168 110 58

6/15/2018 160 110 50

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
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A lot of bullish hope for USA winter wheat has been based on the belief Brazil would need another 

source for their imported wheat needs, as Argentina wrestled with a killer drought. But this story seems 

to suggest the Argentine drought is over, and a massive wheat crop is coming… 

https://uk.reuters.com/article/us-argentina-wheat-analysis/bumper-wheat-harvest-may-ignite-

argentina-economy-idUKKBN1KA0DJ 

Seems a bit premature to be talking about a big Argentine wheat crop, but for the record, the USDA’s 

WASDE does NOT currently predict a tiny Argentinian wheat crop, and they actually seem to be 

expecting a 4 million tonne or so increase in year-to-year Argentina wheat production. 

 

I think the USA winter wheat basis has done about all the work it can, so for you to get a better flat 

price, it will take a higher futures market. This chart is the average posted Colorado basis of the bids I 

track weekly for the past several years: 

 

 

 

 

 

 

 

Here’s the posted bids; the 5/25 week was the high-water mark. Very little basis movement again this 

week.  
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Date SE Colorado Chey. Wells Burlington Holyoke Roggen area 

07/20 $4.54-$4.88 $4.69 $4.58-$4.59 $4.50-$4.59 $4.64-$4.64 

07/13 $4.37-$4.72 $4.52 $4.42-$4.42 $4.39-$4.42 $4.42-$4.47 

07/06 $4.58-$4.88 $4.63 $4.32-$4.63 $4.55-$4.63 $4.48-$4.63 

06/29 $4.34-$4.64 $4.36 $4.11-$4.39 $4.26-$4.39 $4.21-$4.26 

06/22 $4.44-$4.79 $4.49 $4.14-$4.29 $4.16-$4.39 $4.34-$4.34 

06/15 $4.70-$5.10 $4.65 $4.45-$4.45 $4.65-$4.81 $4.68-$4.83 

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 

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

07/20 -55, -20 -40 -50, -50 -59, -50 -45, -45 

07/13(U) -55, -20 -40 -50, -50 -53, -50 -50, -45 

07/06(U) -55, -25 -50 -81, -50 -58, -50 -65, -50 

06/29(N) -37, -07 -35 -60, -32 -45, -32 -50, -45 

06/22 -45, -10 -40 -75, -60 -73, -50 -55, -55 

06/15 -50, -10 -55 -75, -75 -73, -50 -60, -55 

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 

 

 

 

Looks like some rain out West this week, but winter wheat harvest is basically finished. The Wheat 

Quality Council’s spring wheat tour is this week, and it appears they will get wet at the beginning.  
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Temps have moderated, and are expected to stay cooler than normal, except for the West Coast. 
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Corn should finish pollination under almost ideal conditions. Which helps explain why this Dec corn 

chart is going nowhere. $3.90 would be half way back. $4.00 will not be an easy target to hit. 

 

Half way back on this Nov bean chart would be about $9.50, and at this minute, seems almost 

impossible… 
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Again, it’s hard for me to see winter wheat acres losing more ground this fall to corn and beans with 

these current prices. 

 

So, back to that “Stay or Go” question… 

I don’t have a good reason for “Staying”, other than everyone is short, and consumptive buyers are 

expecting to get all the spring wheat they want relatively easily. (The problem with that is the North 

American spring wheat farmer has lots of storage, and deep pockets too, so I doubt he’s going to sell his 

wheat right off the combine.) 

KC futures remain above the continuous 200-day moving average, so nervously, we’ll Stay, and hope for 

an upside breakout of The Box. 

Have a good week.  
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