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Market Back to Double Digits

The market continues to find ways to surprise and shock and
sometimes make us happy and sometimes disappoint. If it can,
the market has a way of proving all analysts wrong at some point.

After trading over a $1.00 for the better part of the last almost 8
months, prices (Dec futures) have taken a late season unfortunate
trek into the 90’s. After a nice recovery from the June and July
lows, prices have now again over the past few weeks made their
way back to the 90’s.
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Prices tried to “stabilize” around $1.02 to $1.05 and should have
had “support” around $0.99 but blew right through that this week,
losing another 6.75 cents. Prices have now dropped 12.3 cents
over the past 2 weeks.

The US crop was increased 1.26 million bales in USDA’s September
report. A 600,000 bales increase in expected exports helped
soften that blow but since then, prices have moved further down.

Additional losses have come due largely to worries and concerns
about the demand side and the economy including:

= inflation

= weak exports

= COVID resurgence in China

= increased interest rates

= astrong US dollar

= |osses in the US stock market

= global economic slowdown

Focus has shifted away from US and other supply and crop
concerns to economic and demand concerns.

USDA’s October crop production and supply/demand numbers
will be out on October 12. There are still observers based on the
“boots on the ground” that expect the US crop to decline. The
September report increase was based largely on a revision up in
planted acres. Some observers feel the Texas crop is still a
question mark and there are expected to be yet to be realized
weather related losses in both the Mid-South and Southeast.

The USDA Foreign Agricultural Service (FAS) finally resumed its
weekly export reports last week. Neither last week nor this week’s
reports can be considered good. This week’s report (for the
previous week ending Sept 15, showed good shipments but weak
sales.

With economic and demand concerns already, weak export
reports do further damage.

There are plenty of crop concerns and uncertainty on the supply
side yet to be dealt with including hurricanes and tropical storms.

Supply issues and a smaller US crop can help gain some of the price
losses back. But unless demand and economic concerns subside,
we are still not likely to get back fully to where growers want this
market to go for remaining 2022 crop pricing.

Further downside is possible. Look at where we were back in July.
Any upside to come is likely to be tested at $1.00, then $1.05, then
$1.10.
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