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Hello Colorado Wheat. 

KC wheat futures finished quietly lower this week, as did corn, although soybeans and Chgo wheat 

settled the week higher; “news” was lacking. The 11-week closing futures table shows things at a glance: 

CLOSE KWZ18 KWH19 KWN19 CZ18 CH19 CN19 WZ18 MWZ18 MWH19 SF18 

11/16 $4.83 $5.07 $5.29 $3.65 $3.76 $3.90 $5.07 $5.71 $5.74 $8.92 

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 

KC printed another new red number (a new 1-week closing low). Momentum Funds sell new weakness. 

This is the KC Dec wheat chart with the cascading red lines: 
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Nothing bullish on that chart, although it’s going down slowly. Death by a 1000 paper cuts… 

There is a large Saudi wheat tender going on right now; USA HRW is cheap enough where it should get a 

chunk of the business but until the Trading and Momentum Funds have a reason to be concerned about 

being short futures, the path of least resistance is lower. 

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 

 

Possibly you noticed the 08/31 week rolled off the table, with the old blue number of $5.53. The new 

blue number is 28c lower. IF the Funds, etc., ever do get spooked, the buy-stops would be easier to 

reach. 

 IF is a big word. The updated Export Pace score card isn’t scaring Shorts out of their positions. 

THIS 
WEEK’S 

Weekly loadings 
(mil bu) 

Accumulated 
in season 

USDA 
projection 

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

HRW 4.824 96.406 360.0   263.6 29 9.09 

       

HRS 2.884 97.383 295.0   197.6 29 6.81 

       

LAST 
WEEK’s 

Weekly loadings 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 

       

 

It is NOT a typo. The USA shipped the exact same amount of HRW this week as it did last week. 

Unfortunately, that is not enough to meet the USDA’s HRW export projection. To meet the goal, the USA 

needs to load about 9.1 million bushels the next 29 weeks. The chances of that are slim. This means the 

USDA will be dropping their export projections again on the December WASDE update, unless there is 

some huge uptick in shipments very soon. 

USA spring wheat loadings were much worse this week. Spring wheat also needs a volume bump 

quickly. 

 

The table is not bullish basis, spreads, or futures, 
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Posted Gulf bids stayed unchanged, likely assuming we’ll do the Saudi business.  

GULF     
date 12 pro ords diff  
11/16/2018 160 130 30  
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 

 

And posted bids in the country jumped a dime or more at many locations! 

Date SE Colorado Chey. Wells Burlington Holyoke area Roggen area 

11/16 $4.13-$4.43 $4.38 $4.23-$4.28 $4.25-$4.43 $4.53-$4.63 

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 

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

11/09 -70, -40 -45 -60, -55 -58, -40 -30, -20 

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 

Date Concordia Salina Hutchinson Wichita Ark City 

11/09 -30 -20, -20 -29, -15 -15, -13 -19 

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 

 

My take on this is the country is just now starting to acknowledge the 30c Gulf uptick from 2 weeks ago.  
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So…what’s the meaning of this?  

The futures market is not reflecting the basis strength.  

EITHER we do a chunk of new export biz, and the export pace picks up substantially, which will cause a 

significant futures rally, and big buy-stops…or…the basis is grossly overpriced and vulnerable. 

Quite interesting either/or scenario developing, as these 2 markets (futures vs. basis) are in complete 

disagreement. 

Not only that, but the KC Z-H (Dec18-March19) calendar spread isn’t giving good clues either, shown 

here: 

 

Compounding this… it’s Thanksgiving week. The markets are closed Thursday, and attendance will be 

extremely light on Friday, and to top it off, December options expire on Friday’s close. 

 

Very strong basis but very weak futures, and a spread that is currently ambivalent, going into a holiday 

week. What could go wrong? 

 

Not only that…but Chicago wheat is doing its own thing. 

 

 

 

Last week I talked about the VSR will be reducing the Chicago wheat delivery storage charges, as the 

nearby Z-H calendar spread is finishing the observation period at less than 50% of full carry. 

This is the Chgo Z-H: 
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That’s a bullish chart. 

Yet the Chgo wheat futures are doing nothing, locked in a 20c range (based on Friday closes; look at the 

table on page 1) 

 

 

But the Chgo spread chart implies something is very bullish, yet it’s not seen in the futures chart. So 

where is it seen? 
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It’s seen in KC vs Chgo. Chgo Z futures are about a 25c premium to KC Z futures. 

 

 

This weekly continuous Chgo – KC goes back about 10 years, and suggests Chgo is historically expensive 

compared to KC. But picking a top is usually the path to the Poor House. 

 

 

The wheat market is full of conflicting signals. 
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Corn, on the other hand, is content to say $3.75 is too high, and $3.50 is too low. 

 

A dime higher, or lower, would even capture the spike highs and spike lows, since the middle of last 

June. 

And soybeans…are in the process of re-establishing a bit of a risk premium. South American weather so 

far is benign, and the rhetoric on the USA-China Trade War has improved. 

 

We note that the 11-week closing futures table on page 1 showed beans with a new blue number. Funds 

will buy on new strength. 
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I suspect though the long-term ramifications of the Trade War with China have not been felt yet, and 

this article supports that. It’s from the Wall Street Journal, which causes issues when I paste a link, so 

I’m running a copy of the whole article. We’ll finish with it, so we’ll take the opportunity to wish you all a 

good week, and I hope you have a great Thanksgiving. 

The stage is set for a wild week in wheat, so make sure you know where you’re at is my advice. 

I had an email this week from a wheat farmer, asking me if I’ve seen the charts and data about “ending 

stocks without China”, etc. I said yes, but they are meaningless, as they basically assume China will never 

be a big grain exporter. I think Jimmy Carter thought that about the Soviet Union too… 

Here’s the article. 

DJ China Pushes Modern Farming as Tariffs Make U.S. Crops Costlier 

By Dominique Fong 

YANGXIN COUNTY, China -- To keep bugs from spoiling her wheat and corn, Wei Junxia walks 

her plot of land spraying pesticide from a container on her back. 

A neighbor uses an even simpler tool to boost production: a plastic tube jammed into a bag of 

fertilizer that she hoists over her shoulder. 

The two women are among roughly 280 million people employed on farms in China, more than 

100 times as many as in the U.S., according to government figures. Chinese agriculture is 

dominated by small farms with low crop yields; the average Chinese farm is less than two acres, 

according to experts -- a stark contrast with 400 acres in the U.S. 

But the trade dispute between the U.S. and China is giving Beijing fresh motivation to make the 

country's farms more efficient. China has imposed tariffs on American soybeans, wheat and other 

crops in retaliation for U.S. tariffs on Chinese goods, making those imported crops more expensive 

and highlighting the country's dependence on foreign growers. 

"The trade war is definitely adding pressure and adding scrutiny," said Even Rogers Pay, an 

agriculture analyst at Beijing-based research firm China Policy. "Top officials in the [Communist] 

Party are particularly paying attention to agriculture." 

In August, a month after both countries' tariffs took effect, China's Ministry of Agriculture and 

Rural Affairs said it would build 254 "strong agricultural industrial towns" as models for the 

country. 

President Xi Jinping toured large-scale farms in fertile northeastern Heilongjiang province in 

September to drive home the message that increased domestic production of staple foods such as 

grain can help bolster China's economy amid the trade war. 
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"Unilateralism and trade protectionism are rising, forcing us to take the road of self reliance," Mr. 

Xi said, according to official state media. "This is not a bad thing. China ultimately depends on 

itself." 

Chinese officials have long called for modernizing agriculture, and consolidating farms and 

expanding use of modern machinery have boosted production in some areas. China now exports 

some agricultural products, such as rice. 

But the effect has been limited -- the yield per hectare for soybeans in the U.S. is nearly double 

that in China, according to United Nations data. 

The limited effect is in part because Beijing wants to maintain social stability at all costs and large-

scale mechanized farming would likely eliminate many jobs in rural areas, where resistance to 

change has been strong. 

The state retains ownership of all land in China, and farmers merely have the right to use it, which 

makes farmers less willing to make long-term investments. 

At the same time, it can be risky for farmers to rent their land-use rights to others, which is one 

potential route to consolidation. Sometimes they can secure a job on the farm as part of a deal, or 

get local subsidies. Yet often such concessions aren't enough and they end up roving from place to 

place looking for migrant work. 

Now, however, China's slowing economy has led the government to target rural areas for 

development as options dwindle in heavily built-up cities. 

In September, China's cabinet, the State Council, unveiled a five-year plan to raise farm 

productivity and increase rural incomes, among other goals. Upgrading farm machine and 

equipment is one of the 10 goals in a separate "Made in China 2025" plan. 

Many experts believe the government is likely to lift China's ban on genetically modified seeds 

following last year's $43 billion acquisition of Swiss seed company Syngenta by state-owned 

enterprise ChemChina. That could make it easier for farmers to boost crop yields. 

And China's aging population is increasing the pressure to modernize the sector, as many young 

Chinese people don't want to work in agriculture, in part because inefficient operations keep farm 

incomes low, said Colin Carter, a University of California, Davis professor who studies China's 

agricultural development. 

"There's a saying for Chinese kids, 'You'd better study hard, or else you'll end up working in the 

fields,'" said Liu Jiahuan, 25, a graduate student in agriculture who is doing research in the Dahan 

Village area of Yangxin County. 
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In September, China said it would partner with Asian Development Bank to provide $6 billion of 

loans, grants and equity investments to fund a checklist of development projects in rural areas, 

including modernizing agriculture. 

Yangxin County, in China's coastal Shandong province, illustrates both the past and possible future 

of Chinese agriculture. 

While Ms. Wei and others like her still work small plots of land -- generally an acre or less, about 

the size of a football field -- Zhang Fengxia cobbled together an 8,200-acre wheat-and-corn 

farming operation by leasing land-use rights, a process that accelerated in 2014. 

Ms. Zhang said her crop yields have risen 43% over the past four years. Scaling up allowed her to 

invest in modern farming equipment, including planting machines and pesticide-spraying drones. 

She distributes a portion of profits to farmers who provided the land. 

"If we're successful, then I hope others can copy our model in the rest of the country," Ms. Zhang 

said. 

--Lin Zhu and Fanfan Wang contributed to this article. Write to Dominique Fong at 

Dominique.Fong@wsj.com  
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