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 July NOPA crush was a disappointing figure at 143.7 mln bu. on Monday, down 3.0 
mln from the average trade estimate and falling below the comparable month last year 
by 1.5 mln bu.; that was actually the 7th time in the 11 months so far in the 2015/16 
Marketing year the crush has dropped year-over-year.  Cumulative crush is still within 
1.5 mln of last year’s pace thanks to the massive Sept 2015 year over year advantage, 
but even a record 140 mln August crush would leave the new USDA estimate about 20 
mln bu. too high.    

 Funds presently long 90,000 contracts of beans and corn funds are short 143,109  
contracts. The latest CFTC report showed the funds were sellers of over 15-25,000 
more contracts in trade had expected in last week. 

 The Buenos Aires Grains Exchange on Wednesday pegged 2016/17 Argentina corn 
planted area at 4.5 mln hectares (11.1 mln acres), up from 3.6 mln ha (8.9 mln acres) 
in 2015/16.  Planting of the crop started weeks ago, in the first full-season crop planted 
under the new, less-restrictive government policies. New administration has lowered 
taxes on corn and week more than soybeans and may lead to lower beans plantings. 

 Total ethanol production tied a record last week at 1.029 billion barrels per day, match-
ing the top from just 4 weeks ago, and comparing favorably to 1.018 bln barrels last 
week and the .965 bln on the same week last year.  That puts cumulative production 
since Sept 1, 2015 to .976 bln per day, up 25 mln from both last year’s pace and last 
year’s final number; that would work fairly well for a steady USDA year-over-year corn 
use for ethanol estimate, combined with a milo usage number up 125-150 mln bushels 
year-over-year.  

 Ukraine’s Ag Ministry feels the country’s 2016 grain harvest is expected to hit 63 MMT, 
up 3 MMT from last year, mostly due to corn raising from 23.2 MMT in 2015 and 20156 
being 26.5 MMT.  The country’s export union sees even higher production at 63.5 
MMT, with exports possibly hitting an all-time high at 41 MMT in 2016/17 (compared to 
39.4 MMT last year).   

 A Brazilian Ag Ministry official last week said total 2016/17 corn output could reach 84 
MMT, due to increasing planting in Parana (1 of best areas of Brazil); that’s well above 
the current 68.5 MMT (according to Conab) weather-reduced crop.  The increase is 
mainly due to domestic corn prices being twice where they were at this point last year. 
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Dollar Index 

The dollar index chart shows the greenback targeting support.  Last time we  were this 
low was late June.  This is due to talk of Fed interest rate hike in Sept and uncertainty 
of a change in administration election concerning some dollar bulls to begin to look for 
a different safe haven.  Any weakness in dollar would help grain become even more 
competitive in world export markets  
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Technical Comments - December Corn 

Technical Comments - November Beans 

 

CASH TALK:  
2015/16 corn crop - With the 
way the market has reacted  
even with all the bad news, it 
looks like we may have a 
bounce possible.  I feel the 
1st resistance will be at $ 3 
cash and then every 10 cents   
higher.  I don’t look for basis 
to improve more than storage 
so a basis contract is one 
idea to consider. We can still 
advance you more than $ 2 
to give you some cash flow. I 
still feel carryout will increase 
when Sept. reports confirm  
feed usage being too high.  
2016/17 corn crop - With the 
weather looking like it will be 
a big crop, I feel producers 
that don’t have storage 
should look at 3.25 as a sale 
goal.  This crop could get 
smaller, but I still have my 
concerns with the feed usage 
number being used by USDA 
for 15/16 and 16/17 causing 
carryout to not drop.  The 
Sept 30th stocks report will 
confirm the feed number for 
15/16 and that could cause 
16/17 to drop too.  
2015/16 bean crop -  With 
old crop holding a 28 cents 
premium to new crop either 
get all old crop sold or put on 
a basis contract. 
2016/17 bean crop - With 
the fall in prices, I would hold 
as it looks like beans could 
rally between now and Jan 1 
as we try to buy some beans 
acres away from corn. Any 
price over $ 10 is never a bad 
price if you don’t have any 
storage or don’t want to pay 
to store. 

The downtrend continues but values have drifted closer to the resistance level at 3.48 
which would trigger then end of trend as we know it.  An uptrend begins if values close 
above 3.6575.  For now the downside target is 2.90.  

 

Earlier in the week the market broke from its downtrend when it closed above 10.06 
in November.  It will require a close above 10.23 to start an uptrend.  In the interim 
the market is bound by 10.23 and 9.63 until a new trend is established by a 
breakout. 

 

Tech Comments provided by Bevan Everett, Risk Management Consultant and Grains Market 
Analyst, INTL FCStone Financial Inc. – FCM Division  This material should not be construed as 
the solicitation of trading strategies and/or services provided by the FCM Division of INTL 
FCStone Financial Inc. noted.  The trading of derivatives such as futures and options on futures 
may not be suitable for all investors. Derivatives trading involves substantial risk of loss, and 
you should fully understand those risks prior to trading. 
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 Cash Price Comparison  

 Corn  

August 2015 Last Month Current 

$ 3.35 $ 2.92 $ 2.96 

 Beans  

August 2015 Last Month Current 

$ 9.00 $ 9.33 $ 9.63 

August 12 USDA Supply & Demand 

The USDA surprised everyone with record numbers in the report. The 2016/17 crop was projected at 15.153 billion 
bushels compared to trade thoughts of 14.57 bln bushels. The corn yield was estimated at 175.1 bu/acre compared to 
trade number of 170.6.  The USDA is relying on 7 states setting or matching all-time record yields to get this number. 
USDA assumed ear counts will be 4th highest on record (higher than 2009 but lower than 2013-2015) and record ear 
weights. This made the projected carryout for 16/17 at 2.409 bln bushels after the July report putting out a 2.081 bln 
carryout.  On the demand side USDA was very aggressive by raising feed usage to 5.675 bln (up 175 mln) and exports 
to 2.175 bln bushels (up 125 mln), while keeping ethanol number steady at 5.275 bln bushels.  Estimates for 2015/16 
were minimal with carryout called 1.706 bln bushels after July being at 1.701 bln.  I have some major concerns on the 
feed usage number in 2016/17 due to the present years feed usage being too high (see article below).  The USDA says 
the reason for large feed is cheap prices, but I struggle with usage up 9% in 16/17 with number of animal feed units 
(GCAU) up only 1.2%.  On top of the increase in corn feeding, USDA also increased wheat feed by 200 mln bushels to 
for next year.  In regards to the record yield, I do feel we can have that type of yield if weather continues to be great, but 
wasn’t ready to peg that high of a number quite yet.  World carryout for 16/17 was up 2.4 MMT due to increase in pro-
duction of 17.7 MMT (mostly US), but Argentina production for next year was raised by 2.5 MMT.  Beans saw similar 
numbers with USDA estimating production for 2016/17 at 4.06 billion bushels compared to trade thoughts of 3.941 bln. 
The yield was projected at record yield of 48.9 bu/acre after July report calling it at 46.7 bu/acre.  This made 2016/17 
bean carryout at 330 million bushels when trade was expecting 316 mln.  Demand for 2016/17 was increased by 15 
mln on crush and 30 mln on exports.  News for 2015/16 on beans was great with carryout being lowered to 255 mln 
due to crush being raised 10 mln and exports up a large 85 mln bushels.  Since the report has been released we have 
seen that both were slightly high with updated thought feeling crush may need to be backed off 15 mln and exports 
needing to be lowered by 25-30 million.  World bean carryout for 2016/17 was projected down 2.6 MMT even with the 
US up 4.9 MMT.  Just like corn outlook looks possibly negative for the future, beans ideas are just the opposite with 
fears that Brazil and Argentina will both not increase their beans production next year due to lower profitability in Brazil 
and tax reasons in Argentina (beans taxed higher than corn/wheat).  Trade feels we need to find a way to pull 6 million 
acres from corn to beans in US next year to help both crops.   

Sea surface temperatures in the Equatorial Pacific keep us  
in a weak La Nina phase.  However, the data increasingly 
supports this being a weak La Nina of limited duration.   
Forecast model averages continue to moderate, suggesting 
that the current La Nina will have limited impact on global 
weather patterns, versus that of a more dominant event.  
Commodity Weather Group notes that just 44% of the     
forecast models are still in a La Nina phase by the February-
April 2017 time period, compared to 62% 2 months ago.  
Just a third of the models are supportive of a La Nina      
lasting until the end of the spring.   The graphic below shows 

the monthly migration of the models toward a weaker and 
shorter event.  The lack of a strong ENSO driver (El Nino    
or La Nina) leaves global weather more susceptible to    
short-term patterns shifts driven by changes in sea surface 
temperature anomalies in various areas of the Pacific &   
Atlantic Oceans.  That doesn’t eliminate weather risks for 
crops over the next 6-12 months, but it makes them more 
difficult to forecast. 

USDA’s Corn Demand Concerns 

Exports - Export sales shipments reflect what the   
inspections report is implying and that is the USDA is 
overestimating the export business that will be done 
before the cutoff date of Aug 31

st
.  Right now as it 

stands the export sales shipment data says the annual 
number is 1.856 bln bu for 15/16 vs the a USDA est. 
of 1.925 bln. This would add 69 mln bu. to 15/16     
carryout for 2015/16. 
Feed usage -  I have concerns on feed usage being 
too large for next 2 years.  The USDA is presently as-
suming a contra seasonal usage number to come to 
5.2 bln bu.  The JJA quarter will have to be 615 mln, a 
7 year record. A 7 year record would not be high if 

there hadn’t been a major structural shift in livestock 
rations after the RFS was passed in 2007.  Co-product 
usage in 2008 (DDG’s, etc.) was 26.2 mmt and today 
it’s likely 36.47 mmt with the less than 1% additional 
GCAU’s to consume the same amount of corn on top 
of the larger co-product consumption.  

La Nina/El Nino Update 


