Thursday, May 10, 2018

Starting Points for the 2018-19 Marketing Year
The May WASDE report is the first report of the year that USDA provides balance sheet estimates for the new crop year. There
weren’t any major shocks in the report, but there are some numbers that set the tone for markets in the year ahead.

The corn market should find long-term support from USDA’s 2019 carryout estimate of 1.682 billion bushels, as well as USDA’s world
carryout estimate of 159.15 mt, the smallest in 6 years! The 2nd straight year of reduced US acreage would keep production from
matching demand, even with a very strong yield. USDA’s 2019 soybean carryout of 415 mln bu was smaller than expected, partly
from a record export demand estimate, but also from what may be a light planted acreage estimate.

The bearish surprise for wheat was the size of 2018 production, which has soft red winter and hard red spring production more than
making up for losses in hard red winter wheat. USDA made significant changes to cotton acres (up) and yield (down). USDA did
bump old and new crop exports, but still keeps 2019 carryout above 5 million bales.
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What’s Next?
The next big report date is June 29th, the date
USDA releases its 2018 Planted Acreage report.
Of course USDA reserves the right to amend acres
later in the year, but this will be the first report
based on the spring’s planting progress, and
changes vs spring intentions due to changes in
price relationships. The weekly Crop Progress
reports each Monday will help us keep track of
how planting is going.
Focusing on risk management, now is the time of
year when corn & soybean markets typically give
us a “seasonal” opportunity to price. When we
buy our revenue insurance policy late winter,
we’re getting a production guarantee based on a
percentage of our APH. We started Diversified
Services on the idea of using that guarantee to
market when there was an opportunity to lock in a
desired profit. Some crops like soybeans & cotton
have already provided an opportunity. But the
charts at right show over the last 12 years that
corn averages its highest price of the year in June,
while soybeans average making their annual high
in July. Cotton averages making its high in April,
while winter wheat has average spikes in August
and February-March.
We encourage producers to have a written plan to
take advantage of seasonal opportunities when
they arise. I have & will continue to provide
strategies to consider in the daily GMO newsletter
as well as our Third Thursday Marketing Meeting
webinar. If you’d like to work with someone to
develop your plan, I encourage you to call our
DSMG brokerage office at (888) 926-0985.
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