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Weather 

No big changes to the forecast this morning.  We’re still 

looking at a big winter storm for the ND/SD/MN region 

through Saturday. The graphic to the right shows the 

NWS’s current snowfall projection.  This map should 

cover the vast majority of the event.  You can see that 

huge totals will be seen through ND in what will be a 

historic event given the time of year.  Note that high 

winds will be present making this a very serious blizzard 

for the area. We also have to keep in mind that temps in 

the area will be BN for several days beyond the snow 

event.  That should mean we see very limited snow melt 

for several days. 

 

The 7-day total QPF is shown to the right.  The vast 

majority of the precipitation shown on the map outside 

of the Northern Plains will fall over the next 48 hours.  

That means the final 5 days of this map should feature 

mostly dry conditions across a wide section of the Corn 

Belt.  It seems likely that limited precipitation chances 

would linger even beyond those 5 days, probably giving 

us about a week of limited precipitation through the Corn 

Belt allowing for some decent harvest progress to be 

seen in some areas.  It still looks highly likely that we 

should see a return of widespread AN precipitation 

chances during the 11-15 day period, however. 

 

Crops 

WASDE and Crop Production reports on tap 

later this morning.  Today we’ll quickly review 

ideas on balance sheet changes this morning.  

The past few days we’ve reviewed potential 

for corn and soybean yield changes.  I’ll 

concede that nothing I presented was 

conclusive, however it is my personal bias that 

slightly lower yields vs. last month are the 

most likely outcome today.  Since the average 

guesses for both corn and soybean yields call 

for modest reductions, I’m going to just plug 

those yield estimates into the balance sheets 

below.  However, I still firmly believe NASS is 

not inclined to change their area projections 

as much as most seem to want to believe.  

With that in mind, note that I’m not using the 

 

 

USDA Corn and Soybean Production 

 

Average of 
Trade Analyst 

Estimates 

Range of Trade 
Analyst 

Estimates 
USDA Sep  
Estimates 

Corn Crop 13,588 12,736-13,833 13,799 

Corn Yield 166.7 159.0-169.3 168.2 

Soybean Crop 3,563 3,452-3,658 3,633 

Soybean Yield 47.0 45.5-48.2 47.9 

USDA Ending Stocks 

 

Average of 
Trade Analyst 

Estimates 

Range of Trade 
Analyst 

Estimates 
USDA Sep  
Estimates 

Corn 1,682 1,257-1,993 2,190 

Soybeans 496 342-584 640 

Wheat 1,011 939-1,054 1,014 

 



 
 

2 

 

Thursday, October 10, 2019 

NTG Morning Comments 

www.nesvick.com 

 
average guessed on production.  Instead, I’m just taking the average guesses on yields and using that against last 

month’s acreage.  Might that prove wrong?  Of course.  Just my best guess. 

 

We’ll start by looking at soybeans today.  Obviously following the Quarterly Stocks report we’re looking at a lot 

of changes to the old crop balance sheet.  The end result, however, we already know is a carryout of 913 mil bu.  

You can see below my best guesses on changes to demand based on the numbers as we see them today, but 

there might be some minor differences.  Looking at the new crop balance sheet, the average guess calls for a 

reduction in yield to 47.0 vs 47.9 last month.  As I said yesterday, that might prove a bit too pessimistic but for 

the sake of argument I’m going to plug it in to the balance sheet.  The combined lower production and lower 

carry-in shaves a good chunk off total supplies.  As for demand, I’m not sure what new information WASDE has 

to justify any significant changes.  Admittedly export commitments as a percent of the WASDE projection are not 

what one would normally see at this time of year.  I suppose it is possible they might chose to lower exports.  

However, over the past month we’ve seen a good bit of Chinese business and we have ongoing trade 

negotiations this week.  It is also unlikely WASDE is in any position to change South American production figures, 

so I’m guessing WASDE decides to wait and see here.  We don’t have anything new on crush data this month, so 

again I’m inclined to think WASDE simply leaves this alone as well.  You can see that would leave me with an 

ending stocks guess of 482 mil bu, down pretty sharply from 640 mil bu last month and modestly lower than the 

average guess of 496 mil bu. 

 

 
 

Shifting to corn, again we have some big changes to the old crop balance sheet following the surprising 

Quarterly Stocks report.  That said, WASDE’s prior numbers were pretty close to accurate in terms of exports 

and ethanol.  A modest tweak to exports and no change to ethanol is likely.  That puts most of the change to 

F&R, though I suppose they might adjust their “other FSI” figure some as well.  This is important to note because 

the big increase to 18/19 F&R shown below makes their prior 19/20 F&R estimate look way too low.  WASDE 

almost has to raise their 19/20 F&R in response to the surprise in 18/19 stocks.  This combined with the smaller 

US Soybean Supply and Demand (Mi l l ion Bus hels /Mi l l i on Acres)

USDA USDA USDA USDA Possible USDA Possible

15/16 16/17 17/18 18/19 Sep 18/19 19/20 Sep 19/20

Planted Acres 82.7 83.4 90.1 89.2 89.2 76.7 76.7

Harvested Acres 81.7 82.7 89.5 88.1 87.6 75.9 75.9

Abandoned Acres 1.0 0.7 0.6 1.1 1.6 0.8 0.8

Yield 48.0 52.0 49.3 51.6 50.6 47.9 47.0

Carryin (Sep 1) 191 197 302 438 438 1,005 913

Production 3,926 4,296 4,411 4,544 4,428 3,633 3,567

Imports 24 22 22 17 17 20 20

    Total Supply 4,140 4,515 4,734 4,999 4,883 4,658 4,500

Crus h 1,886 1,899 2,055 2,085 2,090 2,115 2,115

Exports  (Cens us) 1,936 2,174 2,129 1,745 1,750 1,775 1,775

Seed 97 105 104 89 89 96 96

Res idua l 24 36 8 75 41 32 32

    Total Use 3,943 4,213 4,296 3,994 3,970 4,018 4,018

Carryout (Aug 31) 197 302 438 1,005 913 640 482

Stocks/Use 5.0% 7.2% 10.2% 25.2% 23.0% 15.9% 12.0%
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carry-in and lower production (assumed with the average guess) creates a lot of downside risk to new crop 

ending stocks.  As shown below, I’m expecting WASDE to make some tweaks to ethanol and export demand to 

partially offset this.  Exports are off to a very slow start but I don’t expect them to adjust their projection too 

much yet, so I’m taking 50 mil bu off the prior projection.  I might be wrong on the ethanol adjustment here – 

after all we were just shown Trump’s huge package that might or might not increase 2020 ethanol consumption.  

Still, considering the slow start to the year on the ethanol grind I think it is reasonable for WASDE to make a cut 

here as well.  Even with those reductions in demand, we’re likely looking at a big reduction in 19/20 ending 

stocks.  My best guess, as shown below, calls for a carryout of roughly 1,700 mil bu.  This is actually pretty close 

to the average guess of 1,682 mil bu so no big argument with that.   

 

 
 

On wheat, we have a minor production adjustment based on the Small Grains Summary report last month.  

Production will be cut by roughly 18 mil bu vs. the prior estimate.  However, the bigger change in my opinion still 

stems from the Quarterly Stocks report.  Recall that stocks for wheat were much larger than anticipated.  Based 

on what we know about production and the other demand elements for JJA, it argues that Q1 F&R was actually 

slightly lower vs. what we had during the same period last year.  It is important to note that Q1 F&R is easily the 

largest of the year for wheat, and with it being lower YOY it really makes one wonder about WASDE’s big 

increase in their annual projection.  Last month WASDE showed annual F&R use at 170 mil bu vs. 96 mil bu in 

18/19.  That now has to be questioned, and I think WASDE will step back a little on that projection today.  You’ll 

see I’m looking for a reduction of 45 mil bu…I’ll concede that is nothing more than a guess.  Their reduction 

might prove to be more or less, but the point is that the reduction in F&R should probably more than offset the 

reduction in production.  With that in mind, I’m inclined to bet the over on wheat ending stocks relative to the 

average guess.  The average guess calls for a slight reduction in stocks to 1,011 mil bu from 1,014 mil bu 

US Corn Supply and Demand (Mi l l ion Bushels/Mi l l ion Acres)

USDA USDA USDA USDA USDA Possible USDA Possible

14/15 15/16 16/17 17/18 18/19 Sep 18/19 19/20 Sep 19/20

Planted Acres 90.6 88.0 94.0 90.2 89.1 89.1 90.0 90.0

Harvested Acres 83.1 80.7 86.7 82.7 81.7 81.7 82.0 82.0

Abandoned Acres 7.5 7.3 7.3 7.5 7.4 7.4 8.0 8.0

Yield 171.0 168.4 174.6 176.6 176.4 176.4 168.2 166.7

Carryin (Sep 1) 1,232 1,731 1,737 2,293 2,140 2,140 2,445 2,114

Production 14,216 13,602 15,148 14,604 14,420 14,420 13,799 13,669

Imports 32 67 57 36 25 25 50 50

    Total Supply 15,479 15,401 16,942 16,934 16,585 16,585 16,295 15,833

Feed and Res idual

    Tota l  Feed and Res idual 5,314 5,131 5,470 5,298 5,275 5,600 5,175 5,300

Food, Seed, and Industria l

    Corn for Ethanol  Fuel 5,200 5,206 5,439 5,605 5,375 5,375 5,450 5,400

    Other FSI 1,367 1,429 1,446 1,453 1,430 1,430 1,430 1,430

Tota l  FSI 6,567 6,635 6,885 7,058 6,805 6,805 6,880 6,830

    Tota l  Domestic Use 11,881 11,766 12,355 12,355 12,080 12,405 12,055 12,130

Exports  (Census) 1,867 1,898 2,294 2,438 2,060 2,065 2,050 2,000

    Total Use 13,748 13,664 14,649 14,793 14,140 14,470 14,105 14,130

Carryout (Aug 31) 1,731 1,737 2,293 2,140 2,445 2,114 2,190 1,703

Stocks/Use 12.6% 12.7% 15.7% 14.5% 17.3% 14.6% 15.5% 12.1%
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previously.  I suppose the market expects WASDE to take a wait-and-see approach to F&R.  I am of the opinion 

they make a move now and thus I expect bigger ending stocks. 

 

 
 

Keep in mind that it would also appear likely that world wheat production posts a modest increase.  Yes, 

reductions are probably likely for Australia and Argentina, but that could be more than offset by an increase in 

Russian production.  Last month WASDE posted Russian production of 72.5 mmt, but private figures have been 

much more optimistic lately and just yesterday Russia’s agriculture minister said production could be as much as 

78 mmt.   

 

Livestock 

I fielded several questions yesterday about “why the rally in LC”?  I never really had a good answer, other than 

to simply point at the chart and say we probably ran some stops early in the session.  It does sound like there 

was some limited cash trade report at 109 in IA which is a little stronger than I might have expected.  It is also 

probably not enough to truly set the tone for the week.   

 

I saw a chart shared on Twitter yesterday and I thought I’d recreate it this morning.  The chart is shown 

immediately below, and it shows the percentage US pork exports represent out of total FI production.  You can 

see below that the past two months have seen exports represent a seasonally strong percentage of total 

production.  With a lot of outstanding sales currently on the books (we’ll see more on that later this morning) it 

seems reasonable to think we should continue to see seasonal strength in exports relative to total production. 

 

US Al l -Wheat Supply & Demand Es timates  (Mi l l ion Bus hels /Mi l l ion Acres )

USDA USDA USDA USDA USDA Possible?

15/16 16/17 17/18 18/19 19/20 Sep 19/20

Planted Acres 55.0 50.1 46.1 47.8 45.6 45.2

Harves ted Acres 47.3 43.9 37.6 39.6 38.4 38.1

Abandoned Acres 7.7 6.2 8.5 8.2 7.2 7.1

Yield 43.6 52.7 46.4 47.6 51.6 51.6

Carryin (Sep 1) 752 976 1,181 1,099 1,072 1,072

Production 2,062 2,309 1,741 1,884 1,980 1,962

Imports 113 118 157 135 135 135

    Total Supply 2,927 3,402 3,079 3,118 3,187 3,169

Food Us e 957 949 964 955 960 960

Seed 67 61 63 60 68 68

Feed & Res idua l 152 156 51 96 170 125

Tota l  Domes tic 1,177 1,167 1,079 1,110 1,198 1,153

Exports 775 1,055 901 936 975 975

    Total Use 1,952 2,222 1,980 2,046 2,173 2,128

Carryout (May 31) 976 1,181 1,099 1,072 1,014 1,041

Stocks/Use 50.0% 53.2% 55.5% 52.4% 46.7% 48.9%
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Out of curiosity I decided to pull the same data for beef.  That chart is shown below.  You can see that for most 

of this year exports have represented a fairly average level of total production. 
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Financials 

A wild ride in futures overnight trade.  Shortly after the open yesterday evening a SCMP report suggested no 

progress had been made at the earlier negotiations this week and the key diplomats would be leaving a day 

earlier than expected.  Shortly after that story hit, US officials claimed to have no information about a change in 

travel plans.  They also pushed a new story suggesting that the Trump administration has considering adding 

their previously agreed upon currency deal as part of possible “partial deal”, which would seemingly be a way to 

save face despite really accomplishing nothing.  Finally, there is word that President Trump has agreed to allow 

some US firms supply “non-sensitive” equipment to Huawei, which also potentially helpful for walking away with 

a “partial deal”.  That’s basically where we stand this morning, so I’m not sure what to say.  It seems almost too 

easy for both sides to walk away from this negotiation with face-saving “partial deals” in place.  For the Chinese, 

they could walk away with the threat of additional tariffs gone (for now) and some relief for Huawei.  For the US, 

they could have commodity purchases and a current pact (despite its insignificance).  Bottom line – we’re all 

slaves to the headlines today.  

 

CPI numbers on tap this morning, and if the US Treasury market is any indication we should not be expecting 

“strong” inflation figures.  Note the chart below, which shows US 5yr inflation breakevens compared against CPI 

(YOY).  There is a very clear tendency for the two to follow relatively in step with each other.  This would seem 

to make the argument that, outside of standard month-to-month volatility, US inflation readings (CPI, etc) 

should trend lower in the near to medium term.  Expectations for this morning’s release calls for +1.8% YOY, 

which might be a bit optimistic considering the chart below.  Keep in mind PPI released earlier this week was 

softer than expected. 

 

 
 

Expect the conversation on inflation breakevens to get a lot more attention in the weeks ahead.  This really 

should be a good indicator of what to expect from the Fed.  So long as breakevens remain soft, as shown above, 

it will make the case that inflation is not something the Fed should be worried with at the moment.  If that 
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remains the case, then look for Fed commentary to regularly be more dovish on average.  I also think it is 

interesting the market is “only” pricing in one more rate cut this year (25 bps).  With a weak inflation outlook, I 

suspect the market might start looking more closely at the chances for rate cuts both later this month and at the 

last meeting in December. 

 

Energy 

Two points to make from yesterday’s EIA data dump.  Firstly, US crude oil production hit a new record last week.  

Production averaged 12.6 mbpd vs the prior record 12.5 mbpd. 

 

 
 

The US was also a small net exporter of total petroleum last week.  This combines crude oil and petroleum 

products.  As you can see below, this isn’t the first time this has happened so maybe I shouldn’t make a big deal 

of it.  However, I think its amazing how far the US energy industry has come in the past few years.  With new 

pipeline capacity online in the Permian, it could potentially lead to even greater exports. 
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Today’s Calendar (all times Central) 

• CPI – 7:30am 

• Export Sales – 7:30am 

• EIA Natural Gas Storage – 9:30am 

• WASDE & Crop Production – 11:00am 

• Several Fed speakers throughout the day 

 

 

Thanks for reading. 

 

David Zelinski 

dzelinski@nesvick.com 

901-766-4684 

Trillian IM: dzelinski@nesvick.com 

Bloomberg IB: dzelinski2@bloomberg.net 

 

DISCLAIMER: 

This communication is a solicitation for entering into derivatives transactions.  It is for clients, affiliates, and 

associates of Nesvick Trading Group, LLC only. The information contained herein has been taken from trade and 

statistical services and other sources we believe are reliable. Opinions expressed reflect judgments at this date 

and are subject to change without notice. These materials represent the opinions and viewpoints of the 
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author and do not necessarily reflect the opinions or trading strategies of Nesvick Trading Group LLC and its 

subsidiaries. Nesvick Trading Group, LLC does not guarantee that such information is accurate or complete and it 

should not be relied upon as such.  

  

Officers, employees, and affiliates of Nesvick Trading Group, LLC may or may not, from time to time, have long 

or short positions in, and buy or sell, the securities and derivatives (for their own account or others), if any, 

referred to in this commentary. 

  

There is risk of loss in trading futures and options and it is not suitable for all investors. PAST RESULTS ARE NOT 

NECESSARILY INDICATIVE OF FUTURE RETURNS.   Nesvick Trading Group LLC is not responsible for any 

redistribution of this material by third parties or any trading decision taken by persons not intended to view this 

material.  


