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Hello Colorado Wheat. 

Uh…did anyone get the license plate of the bus that ran over me? Last week I wrote “… although there 

are some big assumptions involved, but my belief is the lows are in, at least for the next 4 months, 

leading up to spring planting season.” 

How’d that work? As KC closed down about 16c or so for the week, I’d say “not so good”. My 

assumptions were USA wheat export shipments would increase, and the Nov WASDE update would be 

boring. 

The first assumption was wrong; the USA export pace has not picked up (spoiler alert), although I’m not 

too sure anyone really thought it would. Most still think it will, one of these days, but… 

And the second assumption was wrong too. The Nov WASDE update was not boring. 

We’re looking at Chinese corn ending stocks here: 

 

So…we thought the Chinese ending corn stocks this year were going to be 58.5 mmt, but we found out 

they are now expected to be 207.5 mmt.  

What’s 149 million metric tonnes among friends? Anyway…I made a bad assumption. 

 

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 

mailto:danmaltby.riskmgmt@gmail.com


Colorado Wheat Weekly Wire #359 danmaltby.riskmgmt@gmail.com 11/09/18  pg. 2 

 

Where did all these Chinese corn stocks come from?  

The Chinese National Bureau of Statistics updated their harvested acres, and yield/ac, and resulting 

production, and the USDA decided to use their data. (That statement is somewhat mind-boggling in 

itself…) 

This is the old data: 

year 11/12 12/13 13/14 14/15 15/16 16/17 17/18 18/19 

harvested 33,542 35,030 36,318 37,123 38,119 36,768 35,445 36,500 

production 192,781 205,614 218,489 215,646 224,632 219,552 215,891 225,000 

 

This is the new data: 

year 11/12 12/13 13/14 14/15 15/16 16/17 17/18 18/19 

harvested 36,767 39,109 41,299 42,997 44,968 44,178 42,399 41,500 

production 211,316 229,559 248,453 249,764 264,992 263,613 259,071 256,000 

 

Chinese corn production was raised 30 to 40 million tonnes per year for the past 5 years or so. That’s 

like finding an extra Minnesota out of nowhere. Whatever. It is what it is. But I didn’t see it coming. 

 

This is the updated Export Pace Scorecard, and to make it look better, the USDA DROPPED USA HRW 

exports again (a bearish input), down another 5 million bu. 

THIS 
WEEK’S 

Weekly loadings 
(mil bu) 

Accumulated 
in season 

USDA 
projection 

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

HRW 4.824 91.585 360.0   268.4 30 8.95 

       

HRS 4.302 95.208 295.0   199.8 30 6.66 

       

LAST 
WEEK’s 

Weekly loadings Accumulated 
in season 

USDA 
projection 

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

HRW 4.052 86.757 365.0   278.2 31 8.97 

       

HRS 3.523 90.905 295.0   204.1 31 6.58 

       

 

This still looks pretty bleak to me, especially for HRW, but we’ve known that for a long time. 

 

 

So…after the shenanigans, this is the Weekly 11-week Closing Futures Table: 
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CLOSE KWZ18 KWH19 KWN19 CZ18 CH19 CN19 WZ18 MWZ18 MWH19 SF18 

11/09 $4.88 $5.09 $5.34 $3.70 $3.81 $3.96 $5.02 $5.73 $5.77 $8.87 

11/02 $5.04 $5.28 $5.49 $3.71 $3.83 $3.97 $5.09 $5.81 $5.88 $8.88 

10/26 $5.00 $5.27 $5.49 $3.68 $3.80 $3.94 $5.05 $5.78 $5.86 $8.58 

10/19 $5.16 $5.41 $5.60 $3.67 $3.80 $3.93 $5.15 $5.89 $5.99 $8.71 

10/12 $5.24 $5.48 $5.67 $3.74 $3.86 $3.98 $5.17 $5.96 $6.02 $8.82 

10/05 $5.24 $5.47 $5.64 $3.68 $3.80 $3.92 $5.21 $5.91 $6.04 $8.83 

09/28 $5.11 $5.35 $5.50 $3.56 $3.68 $3.81 $5.09 $5.73 $5.87 $8.60 

09/21 $5.25 $5.49 $5.61 $3.57 $3.69 $3.83 $5.22 $5.83 $5.98 $8.61 

09/14 $5.16 $5.37 $5.53 $3.52 $3.64 $3.78 $5.12 $5.72 $5.88 $8.44 

09/07 $5.15 $5.36 $5.48 $3.67 $3.79 $3.93 $5.11 $5.70 $5.87 $8.57 

08/31 $5.53 $5.75 $5.81 $3.65 $3.77 $3.91 $5.46 $5.99 $6.14 $8.57 

Corn took the revisions fairly well. The USDA dropped the corn and bean yields, and unfortunately, 

we’re not exporting either to China, so maybe it didn’t really matter. 

Yield, bu/ac August September October November 

beans 51.6 52.8 53.1 52.1 

corn 178.4 181.3 180.7 178.9 

     

If it weren’t for the Chinese revisions, would the Nov WASDE have been a bullish report?  

Nominally, yes, for corn. USA corn production decreased about 150 million bushels on the yield revision. 

But USA feed usage dropped 50 million bu, and USA corn exports were reduced by 25 million. Thus, the 

ending stocks/usage ratio tightened up about a ½ %, from 11.96%, down to 11.51%. The corn National 

Average Farm Price midpoint was raised a dime to $3.60/bu. 

Beans, on the other hand…can’t really say it was a friendly report. Yes, USA soybeans did see a 90 million 

bushel production cut, BUT exports were dropped a whopping 160 million bushels. The crush was raised 

10 million bu, so net carryout was increased by 70 million bushels. The mid-point of the National 

Average Farm Price was unchanged at $8.60 bu. 

The USDA in effect said the Trade War with China is worse than originally hoped for, with no sign of it 

getting better anytime soon. 

 

So going into a long winter, waiting on planting season…the corn outlook is stable, basically stuck in the 

mud.  

The upside resistance is capped at $3.75, and the down side support resides at $3.50. 
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Here’s a Z corn chart: 

 

Beans…also stuck, at least for now, between $8.88, and $8.44; Jan bean chart shown here: 

 

All eyes are on South America, although this spring, if the Chinese Trade War situation hasn’t changed, 

USA bean acreage will probably drop significantly. Eventually that may be a friendly input. Key word is 

eventually. However…for the record, technically, IF Jan beans could close the week above $8.88, we 

would see some Buy Money flowing in. 
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The Chinese wheat revisions weren’t very big, although their wheat acreage did increase a little. So why 

did KC get hurt so much? The drop in HRW export projection is the USDA formally admitting the export 

pace is very slow, and the clock is ticking, and technically, when it became clear KC Z wasn’t going to be 

able to close the week and hold above the $5.00 red-line in the sand, new Sell Money flowed in.  

Here’s the KC Z chart now, showing the additional red line, down to $4.88, and for effect, I drew in the 

previous red lines ($5.15 and $5.11) too, because the cascading Red Lines are powerful: 

 

A Friday close below $4.88 will bring in new selling, again. 

What will make it stop? A much better Export Pace, period. Is it coming? Yes. When? Uh… 

The Gulf bids are unchanged, remaining quite strong: 

date 12 pro ords diff  
11/9/2018 160 130 30  
11/2/2018 160 130 30  

10/26/2018 120 110 10  
10/19/2018 120 110 10  
10/12/2018 120 107 13  
10/5/2018 120 107 13  
9/28/2018 117 106 11  
9/21/2018 117 105 12  
9/14/2018 120 105 15  
9/7/2018 124 84 40 Z 

 

+160 for 12’s is not a cheap basis. 
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And the posted Colorado basis bids in the country remain quite firm too, although the flat price is down 

with the futures: 

Date SE Colorado Chey. Wells Burlington Holyoke area Roggen area 

11/09 $4.18-$4.48 $4.38 $4.28-$4.33 $4.25-$4.33 $4.58-$4.58 

11/02 $4.34-$4.64 $4.54 $4.49-$4.49 $4.36-$4.49 $4.64-$4.74 

10/26 $4.30-$4.55 $4.45 $4.35-$4.45 $4.30-$4.45 $4.55-$4.60 

10/19 $4.45-$4.70 $4.56 $4.51-$4.51 $4.41-$4.61 $4.71-$4.71 

10/12 $4.54-$4.79 $4.64 $4.59-$4.59 $4.49-$4.69 $4.69-$4.69 

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

11/09 -70, -40 -50 -60, -55 -63, -55 -30, -30 

11/02 -70, -40 -50 -55, -55 -68, -55 -40, -30 

10/26 -70, -45 -55 -65, -55 -70, -55 -45, -40 

10/19 -70, -45 -60 -65, -65 -75, -55 -45, -45 

10/12 -70, -45 -60 -65, -65 -75, -55 -55, -55 

Date Concordia Salina Hutchinson Wichita Ark City 

11/09 -40 -25, -25 -41, -25 -25, -23 -25 

11/02 -45 -30, -30 -41, -25 -25, -25 -27 

10/26 -45 -35, -35 -41, -35 -28, -25 -27 

10/19 -45 -40, -40 -41, -35 -28, -25 -27 

10/12 -45 -45, -40 -41, -35 -30, -25 -27 

 

The Roggen/Byers area is up a dime, and we see several better basis bids at the Central Kansas 

Terminals. 

IF that export pace ever truly increases, buying cash wheat won’t be easy, but the key word is IF… 

And if that if actually happens, then…we could talk about upside potential in the futures. 

It was a rough week for Wheat Bulls. 

 

Another thing that looked bullish was the tightening calendar spreads in Chgo, as the market 

acknowledged the VSR scheme is going to reduce the storage rates for delivery wheat. The VSR 

calculator is in the observation Period for Z-H, and the Running Average Percent of Full Carry is 48.2%, 

with ONLY 9 days remaining in the period. The Z-H settled Friday at -10.25; full carry is 11c/month 

storage plus interest, or about 35c carry! I did a “what-if” and calculate even if the Chgo Z-H were to lose 
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a dime and widen out to 20.5c for the remaining 9 days it WOULD NOT be enough to prevent the 

storage charges changing from 11c per month to only 8c per month. 

Some Fund, or Commercial, or seemingly everyone moved at once, but on Friday’s close, they suddenly 

figured out that March-May, or March-July would not have 11c per month storage, but only 8c per 

month storage, and thus we saw the Chgo Mar-July (H-N) spread do this, narrow 6c in one day: 

 

Narrowing calendar spreads usually lead to more wheat coming out for sale, as the incentive to store 

wheat disappears. 

Could this happen in KC? Could the spreads narrow enough to reduce storage charges on delivery wheat 

into 8c/month instead of 11c/month? 

Not on the KC Z. Th KC Z-H is averaging 63% of full carry, and with only 9 days remaining in the 

observation period, there is no chance the Exchange mandated storage charges are going to change. 

What about on the H (March) futures? The basis is firm enough where it certainly could support the 

decision, but unless that export pace quickens, why would anyone need to do it? Worse, the current 

moisture profile implies the new-crop wheat has plenty of tillers, which will need extra Nitrogen this 

spring, especially if it doesn’t turn really dry…which means we might be looking at a low protein HRW 

crop, which leads to a very low basis, and the possibility of wider, not narrower carrying charges, 

starting on the July futures. 

I don’t expect big deliveries against the Z, but I don’t see tighter KC calendar spreads either. 

 

 

The whole scenario is becoming more discouraging. This is the KC weekly continuous chart: 
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We need to see some bullish inputs SOON. This chart looks like $4.00 is becoming a likely target. 

Yuk. Not again. 

 

Switching gears…you know I’ve concluded “going organic” is probably the best “alternative crop”. The 

New York Times article seems to conclude that a large French study offers “proof” that eating organic 

food lowers cancer risk. Not everyone agrees with that assessment, but I doubt we’ve heard the last 

about the study… 

https://www.nytimes.com/2018/10/23/well/eat/can-eating-organic-food-lower-your-cancer-risk.html 

Maybe something to think about.  

 

Corn and beans are in the wrap-up stages of a drawn-out harvest as we head towards Thanksgiving 

(next week already!); milo still has a ways to go. We will assume wheat planting is done, and acres won’t 

be quite as much as expected, which might be a good thing, based on that last wheat chart… 

Stay safe. Have a good week. 
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