
Colorado Wheat Weekly Wire #411 danmaltby.riskmgmt@gmail.com 11/22/19  pg. 1 

 

Hello Colorado Wheat. 

One of the most unusual aspects of this crop year has been the tightening of the futures’ calendar 

spreads. The chart shows the daily closing Dec-March futures spread, during the 3-month period from 

Sept. 30 to Nov. 30 of this year, compared to the closing daily average of the previous 8 years of the 

same 3-month period: 

 

There are many reasons why this occurred, including tight Chicago wheat calendar spreads and a firm 

basis everywhere, but trying to determine what this might means to us coming down the pike is possibly 

more important. Some might argue tight calendar spreads mean the futures flat price will rally, as a tight 

spread means the wheat is wanted now.  

That might or might not be true, but we need to consider what it means to the basis, because in that 

regard, I have a definite opinion. I believe tight spreads eventually contribute to a significant BASIS 

DROP. The timing is debatable, admittedly, as it might drag out longer than I expect, but I’m pretty sure 

it’s coming, and would hate anyone to not be aware of the likely scenario. 

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, if it’s the right thing to do 2. apply 30# of N at 

planting, and if it’s a wet spring, re-apply 30# 3. don’t sell your wheat unless you have discussed 

protein premiums and considered why you’re not seeing any 
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I’ve written many times that I believe the basis on your posted bids is primarily determined by the Gulf 

export market for “ordinary” protein (ords).  I do not think your bids are set based on Gulf 12’s, nor do I 

believe they are set based on PNW 11.5’s, NOR do believe they are set directly by the USA domestic 

milling market. All of those can be supporting factors, and also I do believe there are some locations and 

times when the local corn market is more of a factor than the Gulf bids. 

Let’s start with where we were, compared to where we are. 

This is a chart of posted Gulf ordinary protein bids. The blue line is an average of crop years 13/14 

through 18/19 (the previous 6 years), and the orange line is this crop year 19/20. Week 1 is the 

beginning of June. Week 13 is the end of August. Next week will be week 26, the end of November. 

 

You can see this year has been 25c (or more) HIGHER than the previous 6 year average, although that 

spread has narrowed, to where in week 25, with the Gulf bid at +120, and the average bid at this time 

would be +112. Anyway, I consider that a mild warning sign.  

Secondly, you can see the average basis drops almost 25c from week 39 (about the end of February) to 

week 50 (mid-May) before recovering somewhat, and then generally declines another 15c to the end of 

July. So normally I’d expect about a 40c basis drop coming before we bottom out next July, in addition to 

the maybe 8c higher currently than average. 

THIRDLY, let’s combine the expected basis seasonality with the tight calendar spreads shown on page 1, 

and that math looks something like this… 

The average KC Z- KC H for the 6-year period at this time is a 14c carry. Currently it’s narrower, at only a 

9c carry. Normally, a bid of +120 Dec at the Gulf -14c carry = +106 KC March; contrast that now a +120 Z 

bid -9c carry = +111 March. 
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ALL of the above (1. higher basis than normal; 2. expected seasonal decline; and 3. tighter calendar 

spreads) leads me to believe the basis has significant downside risk.  

The Average Gulf ords basis normally peaks out at about +120 the KC H, at the end of February. Consider 

IF the KC Z-H spread continues to narrow to even money, the math would be +120 Z – 0c carry = +120 KC 

H. The tighter the spread, the less reason an elevator has to sit on stored wheat. 

When we look at the updated wheat-by-class Export Pace scorecard, we see that even though USA HRW 

export loadings were twice the previous week’s, they still were not enough to meet the USDA’s crop 

year export forecast. 

THIS WEEK’s 
(11/07) 

Weekly 
loadings 
(11/07) 

Accumulated 
in season 
(estimate) 

USDA 
projection  

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

HRW 6.3 169.3 380.0   210.7 28 7.52 

       

HRS 4.2 114.5 255.0   140.5 28 5.01 

       

SRW 2.0 50.2 100.0 49.8 28 1.78 

       

LAST WEEK       

HRW 3.1 163.0 380.0   217.0 29 7.48 

       

HRS 4.6 110.3 255.0   144.7 29 4.99 

       

SRW 2.2 48.2 100.0 51.8 29 1.79 

 

This if you are sitting on unsold wheat, I urge you to talk to your elevator or best buyer about how to 

lock in the basis. If you are bullish the futures, you can fix the basis, and continue to gamble on a higher 

futures price, but not have to worry about a basis decline. 

Last week we talked about the new USA wheat TRQ for Brazil, which will require Brazil to import 

750,000 tonnes annually at no import duty, and why that should benefit USA HRW. But for the record, 

Brail bought nor shipped any USA HRW the past week. 

I could be wrong; the basis could still go higher, but I feel the need to point out why I feel the basis 

upside is limited at best, and at worst, has some big downside coming, probably this spring about the 

time winter wheat breaks dormancy. 

 

 I changed some columns on the 11-week Closing Futures table, as the March is “top step” as far as 

Managed Money is concerned, but am still showing a KC Z and a Z corn column, as I’m sure your posted 

bids are still basis the Z.  KC Z wheat futures rallied about 7c last week, but beans were smoked, now 

sitting on support that needs to hold, and wowzers, look at spring wheat. Back-to-back red numbers; 

Funds are getting short (or shorter) MGEX futures. Corn posted a new red number. 
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CLOSE KWZ19 KWH20 KWN20 CZ19 CH20 CN20 WH20 MWH20 MWN20 SF20 

11/22 $4.24 $4.33 $4.48 $3.69 $3.79 $3.89 $5.19 $5.07 $5.27 $8.97 

11/15 $4.17 $4.26 $4.41 $3.71 $3.81 $3.93 $5.06 $5.19 $5.41 $9.19 

11/08 $4.22 $4.31 $4.46 $3.77 $3.87 $4.00 $5.14 $5.35 $5.55 $9.20 

11/01 $4.26 $4.39 $4.56 $3.89 $3.99 $4.10 $5.22 $5.48 $5.67 $9.37 

10/25 $4.23 $4.36 $4.53 $3.87 $3.98 $4.10 $5.24 $5.51 $5.68 $9.35 

10/18 $4.34 $4.46 $4.63 $3.91 $4.03 $4.15 $5.37 $5.58 $5.74 $9.48 

10/11 $4.20 $4.32 $4.51 $3.98 $4.08 $4.17 $5.14 $5.62 $5.78 $9.51 

10/04 $4.04 $4.19 $4.38 $3.85 $3.97 $4.06 $4.98 $5.50 $5.68 $9.30 

09/27 $4.08 $4.21 $4.39 $3.72 $3.84 $3.97 $4.94 $5.61 $5.78 $8.98 

09/20 $4.08 $4.21 $4.40 $3.71 $3.82 $3.95 $4.91 $5.38 $5.58 $8.97 

09/13 $4.00 $4.14 $4.35 $3.69 $3.82 $3.97 $4.90 $5.21 $5.43 $9.12 

Look how much MGEX March has lost to KC March…40c in November alone, and 40c earlier. 

 

 

Apparently Quality issues are not bullish futures. The basis has to do the work, if work is needed. 
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Yet, somehow the “Quality issue” doesn’t ring true, at least to me, when I look at KC H futures 85c under 

Chgo March futures. 

 

I can only assume that anyone insisting on importing USA Soft Red Winter has no other substitutes. 

Columbia, South America is a major buyer of USA soft red. Their main “bread” usage is Arepas, which is 

a flatbread, and Empanadas, which are a pastry stuffed mainly with meat. Why USA Gulf ords wouldn’t 

work for these dishes is beyond me. But I know changing the main wheat class is difficult, or sometimes 

impossible, as Quality Control personnel are often inflexible, and many times seemingly have no concern 

about financial impacts. 

Mexico is also a big buyer of USA SRW. Besides using wheat for tortillas, they make a lot of French style 

baguettes, and insist on bending soft wheat with hard wheat. I think if I ran a bakery chain in Mexico, I 

would be doing a lot of experiments with low protein HRW as a substitute for soft red winter. 

 

While we’re at it, I think USA soft red acres will buck the trend, and were increased this fall, and spring 

wheat acres this spring might see the resumption of spring wheat losing ground to pulses. 

 

I’m not sure about USA HRW acres; I think they dropped a little. What I do know is conditions are dry, 

although we saw some snow last week. This map says precipitation amounts were a ¼ to ½ inch in 

Kansas, although Colorado was not quite as lucky, and this week’s forecast looks similar. I believe a ¼ 

inch a week will keep wheat alive until mid-March. 
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Before we leave wheat, here are updated Gulf bids, which are a freckle easier, followed by posted 

country bids, which actually show some strength in a few spots: 

GULF     
date 12 pro ords diff  
11/22/2019 178 120 58  
11/15/2019 180 126 54  
11/8/2019 180 130 50  
11/1/2019 176 132 44  

10/25/2019 175 126 49  
10/18/2019 170 120 50 Z 

10/11/2019 165 120 45 U 

 

Date SE Colorado Chey. Wells Burlington Holyoke area Roggen area 

11/22 $3.59-$3.84 $3.64 $3.54-$3.73 $3.54-$3.67 $3.99-$3.99 

11/15 $3.52-$3.77 $3.57 $3.47-$3.62 $3.47-$3.60 $3.87-$3.87 

11/08 $3.57-$3.82 $3.62 $3.52-$3.66 $3.51-$3.64 $3.92-$3.97 

11/01 $3.61-$3.86 $3.66 $3.56-$3.71 $3.55-$3.69 $3.91-$4.01 

10/24 $3.58-$3.83 $3.63 $3.53-$3.68 $3.52-$3.66 $3.88-$3.93 

10/18 $3.69-$3.94 $3.74 $3.64-$3.79 $3.63-$3.75 $3.99-$4.04 

BASIS SE Colorado Chey. Wells Burlington  Holyoke  Roggen area 

11/22(Z) -65, -40 -60 -70, -51 -70, -57 -25, -25 

11/15(Z) -65, -40 -60 -70, -55 -70, -57 -30, -30 

11/08(Z) -65, -40 -60 -70, -55 -70, -57 -30, -25 

11/01(Z) -65, -40 -60 -70, -55 -70, -57 -35, -25 

10/25(Z) -65, -40 -60 -70, -55 -70, -57 -35, -30 

10/18(Z) -65, -40 -60 -70, -55 -70, -59 -35, -30 

Date Concordia Salina Hutchinson Wichita Ark City 

11/22(Z) -20 -15, -10 -32, -10 -16, -10 -22 

11/15(Z) -25 -15, -15 -32, -10 -16, -10 -22 

11/08(Z) -25 -15, -15 -35, -10 -19, -10 -25 

11/01(Z) -25 -15, -15 -35, -10 -19, -10 -25 

10/25(Z) -25 -15, -15 -35, -10 -19, -10 -25 
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KC H futures shown here; the range is tightening; A breakout move is approaching. This is why I would 

mainly only talk about fixing the basis. The breakout might be to the upside. Downside is very limited. 

 

 

This is the weekly continuous KC chart; the computer is now picking up the H, not the Z anymore, as the 

lead month. Bouncing into overhead trendline resistance… certainly at an “interesting” confluence. 
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March corn doesn’t look good; support is under attack: 

 

 

A report last week indicated ethanol usage is stagnant at best. Feed demand is probably steady, to 

maybe better, as winter is gaining momentum, but this table continues to show the sad situation 

regarding USA corn exports: 

THIS WEEK’s 
(11/14) 

Weekly 
loadings 
(11/14) 

Accumulated 
in season 
(estimate) 

USDA 
projection 

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

Corn 26.5 205.3 1,850 1644.7 41 40.1 

       

Soybeans 62.7 454.5 1,775 1320.5 41 32.2 

       

All wheat 17.8 430.1 950 519.9 28 18.5 

       

 

 

Conversely, the table shows soybeans exports are moving along comparatively extremely well, yet the 

following soybean futures chart says the Trade Wars are not better, or possibly South American weather 

improved, which will lead to a slower pace of USA bean exports or probably a combination…: 
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It’s almost like Managed Money moved out of bean longs, and covered KC wheat shorts. (Bot KC, sold 

beans…certainly not a spread for me, but I think they do it). 

 

Have a good week; Stay Safe. Have some conversations with your buyers about how they can help you 

lock in the basis, ALTHOUGH if they insist on subtracting the full 8c or 9c from KC Z to KC H, you might 

have better luck waiting until everyone has rolled their bids to the March after Thanksgiving.  (Again, 

basis only, not futures.) 

Speaking of…I hope you have a great Thanksgiving!!  
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