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Hello Colorado Wheat. 

Shoulda/woulda/coulda…for many of you, but there’s no doubt last Tuesday much of the USA HRW Belt 

got a drink. Colorado was completely missed, but the Oklahoma crop is made, and I think Kansas 

benefitted. 

 

Combine that with a bearish technical action this week, and world-wide fundamentals aren’t too rosy 

either, and we get KC down 15c this week. And more of that is coming. 

SO…do you have to do anything? Yes. 

Old-crop…I’m leaning towards Sayonara! 

New-crop…probably should lay some off, but I doubt we will. Let’s take a look at how bearish things are 

before we get too crazy. 

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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Fundamentally… looking at USA HRW specifically, assuming these planted acres from the January 

Seedings report, assuming same harvested % of planted, AND ASSUMING same yield, we get a USA HRW 

production of 756 million bu, compared to last year’s 833 million. 

 

 

BUT surely this chart of nearby KC wheat futures vs corn futures suggests wheat feeding will be down 

quite a bit: 

 

9/11/2019 1/10/2020 expected production

2019/20 2020/21

6,900     6,900        KS 338                      

2,150     1,900        CO 87                       

1,070     900           NE 47                       

4,200     4,200        OK 110                      

4,500     4,900        TX 76                       

860        700           SD 33                       

85         75             ND 3                         

2,000     1,600        MT 76                       

390        340           CA 4                         

22,155   21,515       total 773                      

31,159   30,804       USA winter wheat 756                      
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And this current pace of wheat-by-class export loadings suggests to me that using an increased wheat 

export forecast for next year is not justified, at least right now: 

WEEK ENDED 
(01/23/20) 

Weekly 
loadings  

Accumulated 
in season 
(estimate) 

USDA 
projection  

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

HRW 2.8 216.8 385.0   168.2 18 9.34 

       

HRS 2.0 162.7 260.0   97.3 18 5.41 

       

SRW 1.6 63.8 100.0 36.2 18 2.01 

       

LAST WEEK       

HRW 7.8 214.0 385.0   171.0 19 7.8 

       

HRS 6.3 160.7 260.0   99.3 19 6.3 

       

SRW 1.1 62.3 100.0 37.7 19 1.1 

 

SO, dropping wheat feeding down to 20 million bu, and leaving the export forecast unchanged at 386 

million bu gives us an initial look at next year’s HRW balance sheet, which looks very much like this 

year’s balance sheet when we look at the ending stocks/usage ratio. 

 

Which means the USA HRW outlook for this coming new-crop is not really super bearish or super bullish. 

Coming worldwide wheat fundamentals look about like this year too, although more than likely 

Australian production will rebound, and I assume Russia will not have a bad drought. 

The big gorilla in the room is the prospect of a big increase in USA row-crop planted acreage this spring, 

with “normal” weather, which doesn’t sound bullish, but for now, I’m going to conclude the price 

prospects for USA HRW LOOK A LOT LIKE WHAT WE SAW THIS YEAR. 

 US HARD RED WINTER WHEAT

year 2010-11 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21

carry in 385 387 317 343 237 294 445 589 581 516 489

production 1006 783 998 747 739 830 1082 750 662 833 756

imports 1 0 18 19 10 6 5 8 5 5 5

total supply 1392 1170 1333 1109 986 1130 1532 1347 1248 1354 1250

food 359 404 404 370 370 391 394 362 366 367 365

seed 32 33 33 34 32 30 27 25 25 27 25

feed/residual -3 19 171 22 20 37 67 7 10 86 20

domestic use 388 456 608 426 422 458 488 394 401 480 410

exports 617 397 382 446 269 227 455 371 331 385 385

total demand 1005 853 990 872 691 685 943 765 732 865 795

carryout 387 317 343 237 295 445 589 582 516 489 455

stox/use 38.5% 37.2% 34.6% 27.2% 42.7% 65.0% 62.5% 76.1% 70.5% 56.5% 57.2%
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Which means we stay in a relatively low-price environment, which means we could easily make a run at 

$4.00 again, but not easily get much below it. Unfortunately, as this KC weekly continuous with KC July 

shown as a blue line chart shows, that’s about 80c of downside potential. 

 

What that means is if you go ahead and hedge some new-crop wheat (SELL IT), you’re probably saving 

80c/bu on what you sell. That chart looks to me like every year since 2016 KC wheat makes a serious run 

at $4.00, and the current fundamentals don’t suggest this year will be different. 

The KC July chart by itself looks like this, with red -line support at $4.48 (because the $4.41 support rolls 

off the table this week). A dotted red-line at $4.90 was the 4-week closing low, and that violation set the 

new 4-week closing low down to $4.80. If I’m right about the continuing tank shot to $4.00, we’ll see 

repeated new 4-week lows, and eventually new 11-week closing lows, etc. 
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Even though the Export Loading Pace isn’t good, Gulf bids remain firm, with a 3c uptick on the ords… 

 

which we see reflected in many of the Central Kansas Terminals basis bids, and the Eastern Colorado 

basis moved maybe a freckle better: 

Date SE Colorado Chey. Wells Burlington Holyoke area Roggen area 

01/31 $3.96-$4.26 $4.29 $4.06-$4.10 $3.96-$4.10 $4.33-$4.41 

01/24 $4.16-$4.41 $4.49 $4.26-$4.31 $4.16-$4.26 $4.53-$4.61 

01/17 $4.24-$4.49 $4.57 $4.34-$4.39 $4.19-$4.36 $4.61-$4.69 

01/10 $4.25-$4.50 $4.58 $4.35-$4.40 $4.19-$4.34 $4.62-$4.70 

BASIS SE Colorado Chey. Wells Burlington  Holyoke  Roggen area 

01/31(H) -70, -40 -37 -60, -55 -70, -56 -33, -25 

01/24(H) -70, -45 -37 -60, -55 -70, -60 -33, -25 

01/17(H) -70, -45 -37 -60, -55 -75, -58 -33, -25 

01/10(H) -70, -45 -37 -60, -55 -75, -62 -33, -25 

Date Concordia Salina Hutchinson Wichita Ark City 

01/31(H) -20 -10, -00 -31, -04 -15, -04 -23 

01/24(H) -20 -15, -10 -32, -10 -16, -10 -25 

01/17(H) -20 -15, -10 -32, -10 -16, -10 -25 

01/10(H) -25 -15, -10 -32, -10 -16, -10 -25 

 
 

     

Staring at these bids, while recognizing the flat price is 25c or so off recent highs, I wonder if the better 

bids can cause the futures to firm back up. It’s a hard question to answer, because technical damage has 

been done. 

This is how the week finished, which in a word is “weakly”. New 4-week closing lows everywhere, which 

signaled long liquidation, and it’s possible some quicker funds went short, and worse, we see a new 11-

week low, red number, in March soybeans: 

 

GULF

date 12 pro ords diff

1/31/2020 166 125 41

1/24/2020 166 122 44

1/17/2020 164 122 42

1/10/2020 164 122 42

1/3/2020 165 122 43

12/27/2019 165 120 45 H
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CLOSE KWH20 KWK20 KWN20 CH20 CK20 CN20 WH20 MWH20 MWN20 SH20 

01/31 $4.66 $4.73 $4.80 $3.81 $3.87 $3.91 $5.54 $5.34 $5.52 $8.73 

01/24 $4.86 $4.94 $5.01 $3.87 $3.93 $3.98 $5.74 $5.48 $5.65 $9.02 

01/17 $4.94 $5.02 $5.09 $3.89 $3.95 $4.01 $5.71 $5.60 $5.75 $9.30 

01/10 $4.95 $5.02 $5.10 $3.86 $3.93 $4.00 $5.65 $5.58 $5.74 $9.46 

01/03 $4.75 $4.83 $4.90 $3.87 $3.93 $3.99 $5.55 $5.48 $5.65 $9.42 

12/27 $4.80 $4.88 $4.96 $3.90 $3.97 $4.03 $5.56 $5.54 $5.69 $9.42 

12/20 $4.62 $4.70 $4.78 $3.88 $3.94 $4.00 $5.42 $5.37 $5.53 $9.38 

12/13 $4.43 $4.51 $4.57 $3.81 $3.88 $3.94 $5.33 $5.26 $5.43 $9.22 

12/06 $4.31 $4.40 $4.48 $3.77 $3.83 $3.86 $5.25 $5.12 $5.30 $9.04 

11/29 $4.47 $4.55 $4.61 $3.81 $3.86 $3.90 $5.42 $5.15 $5.33 $8.91 

11/22 $4.33 $4.41 $4.48 $3.79 $3.84 $3.89 $5.19 $5.07 $5.27 $9.11 

11/15 $4.26 $4.33 $4.41 $3.81 $3.87 $3.93 $5.06 $5.19 $5.41 $9.31 

This KC March futures chart shows the damage done when the 4-week closing low was taken out.  
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The technical system I’ve been fooling around with is slow, although it has some legitimate features. The 

4-week lows or highs seem to be valid action points, and of course the 11-week closing highs or lows are 

too, but the spreadsheet shows the drawbacks of being slow. 

Looking back, the only way to make money would have been to go reverse the short and go long a unit 

on the 11/29 close, as that was a new 11-week closing high and should have spurred additional action 

rather than just covering a short. 

and if a guy really wanted to fine tune it, he should have acknowledged the double-top at $4.95 and 

$4.94 from 1/10 and 1/17 was a sell signal, and liquidated then, rather than waiting until the 2N loss 

which happened this week with Friday’s close. 

 

IF that action would have been taken, the log would look like this, where he went long a unit at $4.47, 

and added to it at $4.62, $4.80 and $4.95, and sold all 4 at $4.86 last Friday, and is now short a unit on 

Friday’s $4.66 close. 

 

week date close action action position

1 1/31/2020 4.66$          liquidated; 4-week low stopped out -3 0

2 1/24/2020 4.86$          

3 1/17/2020 4.94$          3

4 1/10/2020 4.95$          new 11 week high bot 1 3

5 1/3/2020 4.75$          0

6 12/27/2019 4.80$          new 11 week high bot 1 2

7 12/20/2019 4.62$          new 11 week high bot 1 1

8 12/13/2019 4.43$          0

9 12/6/2019 4.31$          0

10 11/29/2019 4.47$          new 11 week high stopped out bot 1 0

11 11/22/2019 4.33$          -1

12 11/15/2019  $          4.26 new 4 week low, but not 1/2 N -1

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

week date close action action position

1 1/31/2020 4.66$          new 4-week low sold 1 -1 -1

2 1/24/2020 4.86$          double-top chart formation; liquidate -4 0

3 1/17/2020 4.94$          4

4 1/10/2020 4.95$          new 11 week high bot 1 4

5 1/3/2020 4.75$          0

6 12/27/2019 4.80$          new 11 week high bot 1 3

7 12/20/2019 4.62$          new 11 week high bot 1 2

8 12/13/2019 4.43$          0

9 12/6/2019 4.31$          0

10 11/29/2019 4.47$          new 11 week high stopped out and reversed bot 2 1

11 11/22/2019 4.33$          -1

12 11/15/2019  $          4.26 new 4 week low, but not 1/2 N -1

11/8/2019  $          4.31 new 4 week low sold 1 -1
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SO…I’m still re-writing the rules. Part of this feels like searching for The Holy Grail, or The Fountain of 

Youth, or The Never Empty Beer Stein, or whatever unattainable goal you think about too much…BUT 

the idea is to develop a method of looking at the markets unemotionally in a detached way and being 

able to take action.  

Switching gears…we’ll finish with a look at beans and corn. Here’s a good article on cost of production in 

Iowa for corn and beans. 

https://farmpolicynews.illinois.edu/2020/01/costs-of-corn-and-soybean-production-in-2020-isu-

report/?utm_source=farmdoc+daily+and+Farm+Policy+News+Updates&utm_campaign=b9c025635e-

WEEKENDER_RSS_EMAIL_CAMPAIGN&utm_medium=email&utm_term=0_2caf2f9764-b9c025635e-

173650021 

(If a farmer could grow crops and always sell them at a price above the cost of his production, it would 

be so much less stressful, but now we’re back to thinking about that Never Empty Beer Stein…) 

Ok, I mentioned the Big Gorilla in the room earlier. The USDA says planted acreage on Principle Crops in 

2019 was down 16.7 million acres from 2018 

 

(Crops included in area planted are corn, sorghum, oats, barley, rye, winter wheat, Durum wheat, other 

spring wheat, rice, soybeans, peanuts, sunflower, cotton, dry edible beans, chickpeas, potatoes, 

sugarbeets, canola, and proso millet. Harvested acreage is used for all hay, tobacco, and sugarcane in 

computing total area planted.) 

13.1 million of the 16.7-million-acre reduction was a drop in soybean acreage. I’ll repeat that… 13.1 

million of the 16.7-million-acre reduction was a drop in soybean acreage 

Surely the market is anticipating a big rebound in USA soybean planting this spring. 
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Combine that with better weather in Brazil, and we get a March soybean chart that looks really bad: 

 

That blue line at $9.46 is from only 3 weeks ago, to the new red line set Friday at $8.73. Wow. Pretty 

good example of why I feel the markets always go down faster than they go up. Gravity at work… 

The weekly chart suggests beans at $8.50 are a great buy, and thus in that regard, if China comes in a 

buys a jillion tonnes, they’re getting a good deal. If China doesn’t come in a buy a jillion tonnes, hmm… 
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Corn is still struggling with the export pace, ALTHOUGH export sales have really picked up, and to be fair, 

these corn loadings are about 2x last week (but that needs to keep increasing dramatically): 

WEEK ENDED 
(01/23/20) 

Weekly 
loadings  

Accumulated 
in season 
(estimate) 

USDA 
projection 

Amount 
needed 

# of weeks 
remaining 

Bu per 
week 
needed 

Corn 26.8 413.7 1,775 1361,3 31 43.9 

       

Soybeans 45.2 935.4 1,775 839.6 31 27.1 

       

All wheat 8.0 577.0 975 398.0 18 22.1 

       

 The bean pace is awesome, but obviously the market expects bean loadings to come to a screeching 

halt.  

Wheat loading pace… is pathetic, but we’ve covered wheat already. 

March corn did set a new 4-week low, and the 11-week low is only a dime away, but as mentioned, 

export loading pace has increased a little, export sales have been good 2 weeks in a row, and there is a 

new vaccine for ASF (https://www.porkbusiness.com/article/results-show-promise-experimental-

african-swine-fever-vaccine ) so I think pressing corn down to $3.50 will not be easy. 
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In general, we saw technical sell signals on wheat, beans and corn last week, but the “good” news is 

corn and beans are nearing previous support levels. I admit I think wheat has more downside coming 

relatively, but it’s a long time until harvest, and the firming Gulf bids are hard to completely ignore. 

 

 

I’m sending this before Sunday night’s opening as I suspect one way or the other, Sunday night will grow 

progressively fuzzier… 

I lived too long in KC to not root for them, so will take the opportunity for Go Chiefs.  

 

 

Have a good week. Stay Safe. 
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