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Hello Colorado Wheat. 

Uh… there are not many shopping days left until Christmas, so I recommend at least starting to think 

about what you’re getting your spouse. 

All markets, including the grain markets, rallied last week on news the Trade Wars had reached a deal on 

Phase 1. Agriculture specifically was promised China would buy $40 billion of US products, which is a lot. 

This chart from Joe Glauber, a Senior Research Fellow at IFPRI, shows how monumental (and difficult) 

that would be. It would indeed be a gamechanger. 

 

I’m fairly sure this is NOT going to happen, and if it did, it won’t happen quickly, but probably 

SOMETHING is going to happen, and it means the futures markets must at least respect the possibility. 

It’s too early to say we are leaving the “low price” environment we’ve been stuck in for the last 3 years, 

but at least it’s fun to consider there might be a way out. 

 

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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This article covers what little we truly know about the agreement. Wheat is mentioned, so nominally at 

least, we should expect to see an uptick in Chinese USA wheat purchases.  

https://www.politico.com/news/2019/12/13/us-china-trade-deal-084881 

Besides the Trade War negotiation process, Argentina raised exports taxes over the weekend. This was 

widely expected, but it’s a probably a supportive input for USA commodities, including HRW; this link is 

to a Bloomberg article.  

https://www.bloomberg.com/news/articles/2019-12-14/argentina-boosts-export-taxes-to-fund-

spending-under-fernandez 

Argentina has other problems too, as this article suggests rain is needed in the next 10 days or 

production estimates will drop further. The December WASDE cut Argentina’s wheat production 

estimate 1.0 million tonnes… 

https://efarmnewsar.com/2019-12-13/lack-of-rains-turns-on-red-lights-for-the-incoming-corn-and-

soybean-campaign.html 

and speaking of the December WASDE, we saw a (hard to believe, at least for me…)  25-million-bushel 

INCREASE in this marketing year’s USA wheat exports forecast. More on that in a bit… 

Anyway, with all these friendly fundamental inputs, grain markets rallied, led by soybeans, up almost 

40c. Hard wheats outgained Chgo, which is moderately interesting. Some think China will by HRW 

because it’s cheap, and some think China will by spring wheat. I think they will buy soft white. No one 

expects them to buy soft red. 

CLOSE KWH20 KWK20 KWN20 CH20 CK20 CN20 WH20 MWH20 MWN20 SF20 

12/13 $4.43 $4.51 $4.57 $3.81 $3.88 $3.94 $5.33 $5.26 $5.43 $9.28 

12/06 $4.31 $4.40 $4.48 $3.77 $3.83 $3.86 $5.25 $5.12 $5.30 $8.90 

11/29 $4.47 $4.55 $4.61 $3.81 $3.86 $3.90 $5.42 $5.15 $5.33 $8.77 

11/22 $4.33 $4.41 $4.48 $3.79 $3.84 $3.89 $5.19 $5.07 $5.27 $8.97 

11/15 $4.26 $4.33 $4.41 $3.81 $3.87 $3.93 $5.06 $5.19 $5.41 $9.19 

11/08 $4.31 $4.38 $4.46 $3.87 $3.94 $4.00 $5.14 $5.35 $5.55 $9.20 

11/01 $4.39 $4.48 $4.56 $3.99 $4.05 $4.10 $5.22 $5.48 $5.67 $9.37 

10/25 $4.36 $4.45 $4.53 $3.98 $4.04 $4.10 $5.24 $5.51 $5.68 $9.35 

10/18 $4.46 $4.55 $4.63 $4.03 $4.10 $4.15 $5.37 $5.58 $5.74 $9.48 

10/11 $4.32 $4.42 $4.51 $4.08 $4.13 $4.17 $5.14 $5.62 $5.78 $9.51 

10/04 $4.19 $4.28 $4.38 $3.97 $4.03 $4.06 $4.98 $5.50 $5.68 $9.30 

09/27 $4.21 $4.30 $4.39 $3.84 $3.91 $3.97 $4.94 $5.61 $5.78 $8.98 
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There were no new blue numbers, or no new red numbers noted on the 11-week-closing futures table 

shown above, although…there were new 4-week highs scored in July corn and MGEX spring wheat.  

We’ve spent quite a bit of time the past couple weeks looking at a basic trend-following system. One of 

the things we know is those trend-following systems follow various rules regarding entry and exit points, 

and importantly, position-size management. The system we looked at had a maximum draw-down of 2% 

per losing trade, which was based on a concept called 2N, where N is the Average True Range, a 

common study readily available. My DTN ProphetX machine says the ATR on KC H wheat is 10.2c; on 

MWH, N = 7c, and on July corn, N = 5c. Each penny on 1 futures contract is $50, so 2N on a KC March 

contract would be 2 x 10.2c = 20.5c, or slightly over $1000. 2N on July corn would be $500. If a guy had a 

$100,000 account, the max position on KC H would be 2 contracts. On N corn, it would be 4 contracts. 

Since most systems would want to be able to hold more than 2 KC wheat contracts, or 4 corn contracts, 

it is important we acknowledge any further discussion is THEORETICAL, and we MUST ASSUME any 

system trading requires more than a $100,000 account, and thus this discussion is mainly  for 

instructional purposes only. Anyway…if a system had plenty of money, it might look at the table, and be 

thinking something like this on KC H wheat futures: 

 

So what happened in these past 11 weeks?  

KC H wheat did not trend. Thus a trend-following system did not make any money. It actually lost 

money. This system went short on 10/04, week 11, and was stopped out 2 weeks later (week 9) with 

about a 28c loss. It went short in week 6, and did not add to it in week 5, as the move wasn’t quite 

enough, but that turned out to save it some money, as in week 3, the short position was stopped out 

with almost a 17c loss. The system would not have a position in KC H right now. 

It will go long if this Friday’s close is above $4.47; it would go short if Friday closes below $4.31. 

This is a good example of why trend following systems don’t always make money. They only work when 

the market trends. 

KC March futures the past 11 weeks have not trended; they have chopped. Red line support held; 

cascading lows did not develop, so a short position was bought in at a loss. Blue line resistance proved 

to be too difficult to get thru, the market set back, and sell-stops happened. Then new short positions 

were stopped out on a bounce higher. 

 

week date close action action position was diff © p/l

1 12/13/2019 4.43$          0 0 -$              

2 12/6/2019 4.31$          0

3 11/29/2019 4.47$          new 11 week high bot 1 0 -1 0.1650$   (825.00)$      

4 11/22/2019 4.33$          -1

5 11/15/2019  $          4.26 new 4 week low, but not 1/2 N -1 (0.0475)$ 

6 11/8/2019  $          4.31 new 4 week low sold 1 -1

7 11/1/2019  $          4.39 0

8 10/25/2019  $          4.36 0

9 10/18/2019  $          4.46 2 N stopped out bot 1 0 -1 0.2750$   (1,375.00)$  

10 10/11/2019  $          4.32 -1

11 10/4/2019  $          4.19 new 11 week low sold 1 -1

12 9/27/2019  $          4.21 
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The KC H futures chart shows that the KC H in the specific 11-week time period from 09/27 to 12/13 has 

not trended very well. Follow-through breakouts to the downside, or upside did not happen 

 

Here’s another look using an excel chart of a line chart generated from those weekly closes: 

 

 

Most of the times the market does not strongly trend. Most of the times, blue line resistance holds, the 

market gets tired, and upside breakouts do not happen. 
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Most of the time, we will expect that to repeat and thus we would expect this current rally to not be 

able to take out blue line resistance and fade back. BUT …maybe this one will be different. Maybe those 

new fundamental inputs (Chinese trade progress, increased Argentinian export taxes, and their 

worsening drought, and an increased USA export forecast) will be enough to push us higher. 

IF SO, managed money, using trend following systems, will go long. 

This is a longer-term, weekly continuous KC futures chart, and it looks constructive to me, but main 

point of discussion is a weekly close above $4.47 is needed to create buy-stops. 

 

This story from Barron’s is ridiculous, but if you like reading bullish nonsense based on flooding 6 

months from now, be my guest: 

https://www.barrons.com/articles/wheat-prices-could-jump-by-as-much-as-40-over-the-next-few-

weeks-analysts-say-51576238400 

 

Back to reality…I’m very surprised the USDA raised their wheat export forecast by 25 million bushels. I 

lean towards there is NO WAY we will meet that new target. Here’s the overall Export Pace scorecard 

showing we need to load 20 million bushels every week for the next 25 weeks. Every week. 

THIS WEEK’s 
(12/05) 

Weekly 
loadings 
(12/05) 

Accumulated 
in season 
(estimate) 

USDA 
projection 

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

Corn 20.9 270.7 1,850 1579.3 38 41.6 

       

Soybeans 53.0 640.5 1,775 1134.5 38 29.9 

       

All wheat 14.3 469.2 975 505.8 25 20.2 
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I’m just as surprised they didn’t drop their corn export forecast. Corn must load twice as much as they 

have been loading, and do it repeatedly, every week, for the next 38 weeks. No way. And why didn’t 

they increase their soybean forecast? Obviously they expect soybean exports to really slow down, and 

corn and wheat to pick up the slack. Seems a long shot to me. 

 

Here’s the updated Export Pace, wheat-by-class: 

THIS WEEK’s 
(12/05) 

Weekly 
loadings 
(12/05) 

Accumulated 
in season 
(estimate) 

USDA 
projection  

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

HRW 5.3 180.8 390.0   209.2 25 8.37 

       

HRS 3.7 127.5 260.0   132.5 25 5.30 

       

SRW 1.3 53.5 100.0 46.5 25 1.86 

       

LAST WEEK       

HRW 2.4 175.6 380.0   204.4 26 7.86 

       

HRS 3.2 123.7 255.0   131.3 26 5.05 

       

SRW .7 52.2 100.0 47.8 26 1.84 

 

The Gulf bids are still quite firm; admittedly these bids don’t indicate the export program is slowing 

down, but I don’t see them signaling a big uptick in loadings is coming either. 

GULF     
date 12 pro ords diff  
12/13/2019 165 120 45  
12/6/2019 162 120 42 H 

11/29/2019 169 110 59 Z 

11/22/2019 178 120 58  
11/15/2019 180 126 54  
11/8/2019 180 130 50  
11/1/2019 176 132 44 Z 

 

 

 

 

Very steady posted bids, and that’s what we see in the country too.  

 

Very firm, with minor fine-tuning: 
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Date SE Colorado Chey. Wells Burlington Holyoke area Roggen area 

12/13 $3.73-$3.98 $4.03 $3.73-$3.88 $3.65-$3.81 $4.08-$4.18 

12/06 $3.61-$3.86 $3.91 $3.61-$3.76 $3.53-$3.71 $3.96-$4.01 

11/29 $3.72-$4.03 $3.77 $3.67-$3.88 $3.64-$3.74 $4.12-$4.12 

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 

BASIS SE Colorado Chey. Wells Burlington  Holyoke  Roggen area 

12/13(H) -70, -45 -40 -70, -55 -78, -62 -35, -25 

12/06(H) -70, -45 -40 -70, -55 -78, -60 -35, -30 

11/29(H) -75, -44 -70 -80, -59 -83, -73 -35, -35 

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 

Date Concordia Salina Hutchinson Wichita Ark City 

12/13(H) -30 -20, -15 -37, -10 -21, -10 -25 

12/06(H) -30 -20, -15 -37, -10 -21, -15 -25 

11/29(H) -30 -25, -20 -42, -20 -26, -20 -32 

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

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

 
 

     

I should just let it go…but the last time we exported over a billion bushels of wheat was in 2016/17. The 

Salina, KS basis steadily improved from 120 under to 70 under, but the futures were similarly priced as 

this year. The wheat national average farm price that year was $3.89; this year’s national average farm 

price is projected to be $4.55. My point is the higher basis this year has already done much of the work 

to buy wheat, probably helped by tight calendar spreads, SO IF the market needs to buy wheat, which it 

would if wheat exports were to increase, the futures would have to do the work. 

Maybe that’s going to happen, but first, we need to set off buy-stops soon. We’ll see how this week 

goes. 
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We’ll finish with a look at March corn, which remain tightly rangebound, unable to take out red line 

support, or blue line resistance. The most likely scenario is corn stays here until we see how spring 

planting goes in late April. 

 

Beans bounced hard. China needs the beans, and Argentina raised taxes. The table on page 2 shows 

beans haven’t been able to trend. New shorts a couple weeks ago were stopped out Friday, with about a 

50c loss. 
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It’s definitely been a rough few months on trend-following systems; too much chop, and no breakouts 

with follow-through. 

Maybe we should work on a system that trades the chop, but I’ve never been a good Local. I’ve known 

guys who were able to buy low and sell high, but I think that’s easier said than done. But as we’ve seen, 

getting a trending market isn’t easy either. I will show you a trending market, that worked pretty well.  

This is H spring wheat (MWH) – KC H wheat spread: 

 

Here’s the play-by-play; it made a little early on the way up and hit it big on the way down. Spring wheat 

dropped about 7 weeks in a row. The system is currently long 1 Minny H – 1 KC H. (N = 4.25) 

 

 

Have a good week. Stay Safe.  

 

MWH20-KWH20 action actual diff © -$                

1 12/13/2019 83 new 4 week high; bot 1 1 0 2

2 12/6/2019 81 2N = +8c; stopped out of short positions 0 -5 17.6 4,400.00$     

3 11/29/2019 67.5 new 11 week low; already at max position -5

4 11/22/2019 73.5 new 11 week low; sold another; max -5

5 11/15/2019 93.5 new 11 week low; sold another -4

6 11/8/2019 104.5 new 4 week low; sold another; 2N =+8 -3

7 11/1/2019 109.25 new 4 week low; sold another; 2N =+8 -2

8 10/25/2019 115.5 -1

9 10/18/2019 112.25 new 4 week low; sold one -1

10 10/11/2019 130 stopped out 0 2 -1.88 187.50$         

11 10/4/2019 131.25 2

12 9/27/2019 139.75 new blue; added; 2N = -8c 2

9/20/2019 116.5 new blue; bot 1 1
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