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Weather 

No big changes to the forecast this morning.  The 7-

day QPF is shown at right.  You can see the WCB is 

favored for rainfall chances during this period vs. the 

ECB.  It is also worth noting that the GFS is the favored 

model by the WPC here and the European model 

would still be considerably drier.  That said, even the 

European model would support significant rainfall 

totals in the IA/NE/KS vicinity.  The rains don’t get 

kicked off until tomorrow night so there is still plenty 

of time for this forecast to be adjusted.  There should 

be additional rainfall chances for the Corn Belt in both 

the 6-10 and 11-15 day periods, and precipitation at 

those timeframes could favor eastern/southeastern 

portions of the Corn Belt.   

 

We should see fairly cool temps through the region 

today but warmer weather will return tomorrow in 

WCB areas.  Starting Saturday fairly cool weather will 

be seen in the CB and this will likely last for about a 

week or maybe longer.  Strong winds in the WCB will 

probably continue for another couple of days.  

 

Crops 

I will admit that I have paid very little attention to cash 

grain markets over the past few months.  I don’t feel 

like I’ve missed much, as things have been fairly quiet.  

Still, even in a relatively quiet market there are certain 

things worth pointing out.  I think what stands out 

most to me right now is the overall strength in 

soybean basis.  The chart below shows my calculation 

for a national average soybean basis.  This simply 

takes spot futures vs. the MGEX’s national cash 

soybean index.  Not a perfect calculation, but good 

enough.  You can see that the national average 

soybean basis over the past few months has been the 

strongest for this timeframe that we’ve seen in years.  This is interesting because it comes during a time when 

soybean crush margins have been steadily eroding.  It also comes at a time when soybean export inspections 

have been very light.  What will basis look like when that changes?  I suppose I should say “if” that changes, but 

at least as far as exports go I have a strong feeling shipments will increase going forward.  As mentioned before 

Brazilian exportable supplies are basically sold out, leaving the US as the source for soybeans globally.  We’ve 

seen Chinese purchases increase and shipments should gradually pick up.  If farmer selling doesn’t pick up as the 

shipment pace does, it is likely that basis will continue to strengthen.  On the margin, that should be supportive 

to the front end of the board.  My question is what might it take to encourage the needed uptick in farmer 
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selling.  I would argue higher prices would be needed, but others would suggest that a realization of a good 2020 

crop on top of old crop storage could prompt some selling.  Thoughts appreciated. 

 
A quick look at corn doesn’t show the same strength as seen with beans.  This makes sense considering the 

ethanol debacle during the Covid lockdown.  Still, that said, I do find it interesting that corn basis remains on the 

high end of the range with the exception of last year’s flood-induced panic in basis levels. 
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Livestock 

Yesterday’s Comp Beef report showed a pretty solid week for beef demand.  Note the first chart below showing 

total loads sold last week posted the second highest total of the year.  This is quite a rebound from just a few 

weeks ago.   

 
Also interesting to see that forward beef sales are picking up to near- normal levels. 
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Loads sold for export were down slightly from the prior week but still a fairly solid number.  Overall, a pretty 

good report for beef…which we clearly need to see more of as production is running above year ago levels now. 

 

 
 

Financials 

I said in yesterday’s comments that the market convulsions would probably continue until “someone, 

somewhere starts promising additional stimulus…whether monetary or fiscal”.  Well, thankfully we didn’t have 

to wait long to see that get tested.  Yesterday the Fed announced plans to buy corporate debt, which initially 

rallied the market off its lows.  Now there are “leaks” that the Trump administration is looking at a $1T 

infrastructure package with most earmarked for roads and bridges.  An existing infrastructure law is up for 

renewal on Sep 30 which makes it possible to get this done with a bigger package.  And additionally, the BOJ 

announced additional lending facilities overnight.  So the equity markets had taken a dip for about 3 sessions 

before the floodgates of monetary and fiscal stimulus reopened.  I think that is the environment we have to 

consider here in the US at least through the election and quite possibly beyond.  The ES bears that we pointed 

out yesterday were finally starting to be rewarded for their patience are now quickly back to feeling the heat. 

 

I don’t see any major new information to pass along this morning.  On tap today we have Fed Chair Powell 

testimony to Congress.  It is highly likely he will keep to his usual script and promise that the Fed will continue to 

do whatever is necessary for as long as necessary to support the economic recovery.  Retail sales and industrial 

production will be released today and these will give an interesting look at the bounce in economic activity so 

far.   
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Energy 

The IEA issued its monthly update overnight and the main headline generating interest is the IEA’s comment 

that recovering to pre-virus demand levels for oil may take “a couple of years”.  The IEA notes that the demand 

losses in the first half of this year were not as severe as expected.  They raised their projection for oil demand 

for Q2 by 2.1 mbpd.  Still, they estimate that oil demand is due for a 8.1 mbpd YOY decline in 2020.  Oil demand 

is expected to increase 5.7 mbpd in 2021, but that obviously still keeps us below 2019 levels.   

 

Yesterday the EIA issued its monthly Drilling Productivity report.  Within the report is an estimate on both June 

and July US oil and gas production by shale region.  I’ve copied the graphic below.  The June oil production 

estimate is revised lower from the previous 7.82 mbpd projection. Despite the month-to-month reduction in 

overall oil production, EIA is estimating that oil production per rig will increase in July vs June….this is shown in 

the second table below. 
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Today’s Calendar (all times Central) 

• Retail Sales – 7:30am 

• Industrial Production – 8:15am 

• NAHB Housing Market Index – 9:00am 

• Fed Chair Powell Testimony – 9:00am 

 

 

Thanks for reading.  

David Zelinski 

dzelinski@nesvick.com 

901-766-4684 

Trillian IM: dzelinski@nesvick.com 

 

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 

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.  


