Hello Colorado Wheat.

Happy Mother’s Day! These forecasted low temps for Sunday night will feel more like St Patty’s Day than
Mother’s Day...

Tonight'’s Forecast Lows
Ending Monday, May 11, 2020 Deqrees Fahrenheit
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And may help the grain markets open firm Sunday night, although as last week’s crop progress showed
corn nationwide only 8% emerged and soybeans only 23% planted, | don’t think this cold weather is a
major market mover. It’s not bearish, though, and possibly will help the markets get over this Tuesday’s
May WASDE, which will be bearish, as no way can demand for anything suddenly show any
improvement.

The lockdowns continue, although show signs of easing.

This whole thing is like being in Las Vegas too long...everyone is losing money, it’s hard to remember
what day it is, and nobody says anything if you’re hitting the sauce in the morning.

It’s misguided to expect things are about to get back to “normal” ... but the NFL released their schedule
this week, so we'll take that as a good sign some things are getting closer to “normal”.

Charts and discussions follow, with the dgaaf giving you useful information to help you with your

business. My disclaimer remains the same: these are my sometimes rapidly changing opinions, but |
believe you shouldi.be willing to store your wheathA ¥ A 0 Qa (0 K S2. appha3R#ioN@tK A y 3§ 2
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Markets were mixed last week; KC was a little weaker, but Chgo and spring wheats were a little better.
Old-crop corn and old-crop soybeans both formed small double bottoms. Crude oil and the stock
markets both bounced, hoping the economic recovery continues.
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| mentioned the USDA will issue their May WASDE Tuesday. The export pace indicates they will not
reduce their corn export forecast, but soybeans and wheat probably will see downward revisions.
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WEEK ENDED Weekly Accumulated USDA Amount # of weeks Bu per
(04/02/20) loadings in season projection needed remaining week
(estimate) needed
Corn 55.1 948.8 1,725 776.2 17 45.6
Soybeans 16.2 1256.1 1,775 518.9 17 30.5
All wheat 20.9 824.0 985 161.0 04 40.2

Soybeans are heavily dependent on Chinese purchases, which have been lagging. There is no way the

Chinese will meet their Trade Agreement ag import volume this year, but...due to the virus, the White
House will have little choice but to ultimately say the Chinese are on the right track, or something, and
not call the Chinese in default. The can will be kicked down the road.

Which should give this July soybean chart some breathing room...and be able to take the expected
bearish export revision without getting crushed.
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Later on this summer, if the beans are planted, and looking good, and China still hasn’t made much
better progress on USA bean imports, | wouldn’t expect the market to be as tolerant.

Similarly, pressing the downside of corn right now...probably not the right time for that.
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While | doubt the USDA changes their USA corn export forecast, markets will be watching for any

1 Day

changes in ethanol and feeding outlook. | personally DO NOT think they will make changes to old-crop

corn demand on Tuesday.
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Wheat, on the other hand, like beans, likely will see a drop in export forecast, and may or may not be
able to shake it off. This is KC July wheat, closing below the small double bottom at $4.83 we identified

last week:
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Here’s another way to look at KC wheat; call it a Bull Flag, pointing to a breakout to the upside, but BE
ALERT for a failed upside breakout and instead getting a downside breakout, which would be a strong

sell signal, IF it happens:
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This Tuesday will bring the USDA’s first official look at crop year 20/21.

1 Day

This is what | think we’ll see. You might notice | put in my expected drop for this year’s exports, which
increased the carry-in for next year. | also show an aggressive drop in wheat feeding, which admittedly
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the USDA may not show. Historically they drag their feet on reducing feeding demand, but with corn at
such a discount to wheat, I'm assuming they are paying attention. And...you possibly noticed | increased
my production estimate 30 million, so overall, my 2020/21 carryout is up 50 million from 2 weeks ago.
More on production in a minute.

USA all wheat maltby maltby

year 2011-12 2012-13 2013-14 2014-15 2015-16 2016-17 2017-18 2018-19 2019-20 2020-21
carry in 862 743 718 590 752 976 1181 1099 1080 985
production 1999 2266 2135 2026 2062 2310 1741 1885 1920 1730
imports 113 122 169 149 113 117 157 135 105 105
total supply 2974 3131 3022 2765 2927 3403 3079 3119 3105 2820
food 941 945 951 958 957 949 965 955 955 955
seed 76 73 77 81 67 61 63 59 60 60
feed/residual 163 388 228 120 152 154 51 90 135 50
domestic use 1180 1406 1256 1159 1176 1164 1079 1104 1150 1065
exports 1051 1007 1176 854 775 1055 901 936 970 970
total demand 2231 2413 2432 2013 1951 2219 1980 2040 2120 2035
carryout 743 718 590 752 976 1184 1099 1079 985 785
stox/use 33.3% 29.8% 24.3% 37.4% 50.0% 53.4% 555% 52.9% 46.5% 38.6%

We won't see a “by class” breakdown, but NASS will release their May Crop Production estimate also on
Tuesday, and all eyes will be on it. The Virtual Wheat Tour...will come out after NASS’s report, which is
unusual, but | saw Oklahoma released their estimate, just as if a “normal” Wheat Tour occurred, and
BASED on that, | have revised my HRW estimates, with slightly increased harvested percentage, and
little better yields in some places, although all those twitter pictures of dead wheat is plenty spooky.

PRODUCTION maltby
2014/15 2015/16 2016/17  2017/18 2018/19 2019/20 expected

KS 246.4 3219 467.4 333.6 277.4 338 247.5
CO 89.3 79.2 105.1 86.9 70.2 98 63.3
NE 71.1 46.0 70.7 46.9 49.49 55.29 40.6
OK 47.6 98.8 136.5 98.6 70 110 108.4
X 67.5 106.5 89.6 68.2 56 69.7 70.0
SD 59.4 42.7 63.8 20.8 31.68 40.04 27.9
ND 27.2 8.4 5.8 1.3 3.01 3.71 2.2
MT 91.8 91.0 105.4 66.8 78.5 95 71.4
CA 15.2 10.5 13.3 9.9 8.47 5 7.3
total 7155 804.9 1,057.5 732.9 644.8 814.74 639
USA HRW (& HWW) 738.7 846.5 1,107.5 774.0 681.6 833.2 672

Colorado did not change. Kansas is up 15 million; | took yield up 2 bu, to 40 bu, and increased harvested
% to 91%, from 90%. Oklahoma is up 10 million bu; | increased yield 1 bu, but increased their harvested
percentage 3 points, to 70%. NE and MT are a freckle more too.

I've seen estimates with more production than mine, but I've seen some with less. It will be more than
interesting to see what NASS says.

Colorado Wheat Weekly Wire #435 danmaltby.riskmgmt@gmail.com 05/08/20 pg. 5



mailto:danmaltby.riskmgmt@gmail.com

| ran this table 2 weeks ago, when | was trying to compare “freeze damage” years. | think it’s a good
table, because it shows what the 7-year average yield are. The last column is updated. The bearish risk,
which would cause a downside breakout to the bull flag...would be if the USDA shows anything near last
year’s yields. | don’t think they will, because crop conditions are not near as good as last year’s. The 7-
year average yields would be worth about another 35 million bu production, taking 20/21 carryout to
820 million, and a 40% ending stox/use ratio.

YIELD (bu/ac) maltby
2012/13 2013/14 2019/20 7 yearavg 2020/21

KS 42.0 38.0 52.0 44.8 40.0
CO 34.0 25.0 49.0 39.0 38.0
NE 41.0 35.0 57.0 47.6 48.0
OK 36.0 31.0 40.0 36.6 36.0
TX 32.0 29.0 34.0 32.2 32.0
SD 50.0 39.0 52.0 48.2 48.0
ND 55.0 43.0 53.0 49.9 45.3
MT 39.0 43.0 50.0 45.8 47.0
CA 85.0 80.0 50.0 67.3 71.3
total

USA 47.2 47.3 53.6 50.0 48.5

Ok, enough guessing on what the USDA will show. We’ll see soon enough, and of course, the crop
production estimates will change between Tuesday and the final September number, mainly depending
on rainfall, and in that regard, things are dry, and this week won’t change that very much:

StormPath Rainfall/Accumulation

Ending Friday, May 15; 2020 - 10:00AM CDT, Inches
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One thing we do see happening now though is the Gulf dropping protein premiums, possibly because
they expect this year’s crop to have a naturally higher protein...due to less rain?

GULF

date 12 pro ords diff
5/8/2020 132 105 27
5/1/2020 142 111 31 N
4/24/2020 149 116 33
4/17/2020 145 116 29 K
4/10/2020 145 115 30
4/3/2020 145 115 30
3/27/2020 150 124 26
3/20/2020 160 125 35

Their bids for ords are down as well. This week’s export loading’s included another boat for Brazil, but
no Chinese loadings, with only 4 weeks remaining. I’'m not sure how much pre-advice is required for
nominating a vessel, but time is growing short.

WEEK ENDED | Weekly FUDGED in USDA Amount # of weeks Bu per

(04/30/20) loadings season projection needed remaining week
(estimate) needed

HRW 7.3 326.0 380.0 54.0 04 13.5

HRS 7.9 248.7 275.0 26.3 04 6.6

SRW .6 91.8 95.0 3.2 04 .8

LAST WEEK

HRW 4.8 318.7 380.0 61.3 05 12.3

HRS 4.7 240.8 275.0 34.2 05 6.8

SRW 2.5 91.1 95.0 3.9 05 .8

You know I’'m skeptical the Chinese will ever lift that HRW, for a couple reasons. | think they get all the
hard red winter wheat they want from Russia, and usually import higher protein wheat as USA spring
wheat, or Canadian springs, or Aussie high pro Hard White, and it just seems to me spring wheat prices
are relatively unusually cheap, although what is normal anymore...anyway, I'd not be surprised to see
those HRW purchases switch to HRS.

Spring wheat has been hit with a cheap basis, and cheap futures. Below is a spread chart of Minny July
spring wheat vs KC July HRW, and you can see...the Times Might Be Changin’.

Last week StatsCan issued their first official look at their expected acreage, showing their spring wheat
acreage to be almost exactly unchanged. They expect an increase in durum acres, as durum prices are
about $2.00/bu premium to spring wheat. My point is | doubt USA spring wheat acres will increase
either, and the risk is the cold temps in the Northern Plains shown on page 1 linger for another week, or
it turns wetter, or etc. Crop conditions showed USA spring wheat planting lagging the normal pace.

Colorado Wheat Weekly Wire #435 danmaltby.riskmgmt@gmail.com 05/08/20 pg. 7



mailto:danmaltby.riskmgmt@gmail.com

Anyway, here’s Minny N — KC N:
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A few weeks ago | compared flour prices. Spring wheat flour was about $1.25/cwt cheaper than winter
wheat flour, and | said shutting down the restaurants decreased spring wheat demand, whereas eating
at home, and/or in drive-thru chains, boosted winter wheat demand. Possibly this chart makes one think

the restaurants might be getting ready to open back up, but maybe I’'m jumping the gun on that.

We were talking about the Gulf HRW bids dropping before | chased that spring wheat Rabbit Hole.

These posted bids in the country DO NOT (yet?) mirror the weaker Gulf.

Date
05/08
05/01
04/24
04/17
04/10
BASIS
05/08(N)
05/01(N)
04/24(K)
04/17(K)

04/10(K)

SE Colorado
$4.20-$4.45
$4.38-54.48
$4.00-54.40
$4.04-54.44
$4.17-54.57
SE Colorado
-60, -35
-45, -35
-75,-35
-75,-35

-75,-35

Chey. Wells
$4.40
$4.43
$4.45
$4.49
$4.59

Chey. Wells

-33

Burlington
$4.15-$4.17
$4.17-54.20
$4.10-54.17
$4.14-54.21
$4.27-54.34
Burlington
-65, -63
-66, -63
-65, -58
-65, -58

-65, -58

Holyoke area
$4.10-54.22
$4.13-54.33
$4.10-54.25
$4.14-54.35
$4.27-54.42
Holyoke
-70, -58
-70, -50
-65, -50
-65, -44

-65, -50

Roggen area
$4.42-54.45
$4.45-$4.48
$4.45-$4.50
$4.54-54.54
$4.64-54.64
Roggen area
-38,-35
-38,-35
-30, -25
-25, -25

-28, -28

Colorado Wheat Weekly Wire #435 danmaltby.riskmgmt@gmail.com 05/08/20 pg. 8



mailto:danmaltby.riskmgmt@gmail.com

Date Concordia Salina Hutchinson Wichita Ark City

05/08(N) -25 -10, -10 -26, -10 -16, -10 -21
05/01(N) -29 -15, -10 -29, -06 -13,-13 -30
04/24(K) -20 -05, -05 -28,-05 -12,-05 -21
04/17(K) -20 -05, -05 -28, -05 -12,-05 -21
04/10(K) -20 -10, -05 -28,-07 -12,-07 -21

| think these basis bids have down-side coming, but...it"s possible the reduction in production won’t
allow a big basis drop. If the basis won’t break, then another way to create a storage incentive would be
for the KC calendar spreads to widen, which is possible, even if the balance sheet is tightening. This is
KC July-Sept (KWN-KWU), which might be showing a breakdown, maybe. The VSR (Variable Storage
Rate) Evaluation Period is from May 19 to June 26. IF this spread can widen to about 10.25¢c, (right now
it’s -7.25) the VSR would trigger an allowed increase in storage rates for wheat delivered against the
contract. Right now, breaking this spread 3c is not easy, especially if Salina, Hutch and Wichita stay bid
at -10. This is a dynamic situation.
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This will be an interesting week for sure. Besides old-crop wheat, corn and beans S&D’s, the NASS Crop
Production report for winter wheat, and the first look at the 20/21 wheat balance sheet, which | showed
you mine, we'll see new-crop soybeans and corn balance sheets. I’'m NOT going to embarrass myself by
publishing new-crop beans and corn S&D’s, because frankly | have no idea how demand will play out.
The USDA doesn’t either, but they don’t have a choice, and will publish something.

Stay Safe; Have A Good Week. Keep planting.
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