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2019 Grain Market “Drivers”

1) U.S. Economy

* Arelatively strong U.S. GDP, but fears of future inflation
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U.S. Fed: Effective Federal Funds Rate

July 1954 through December 2018
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CME Soybean Futures %@

Monthly Chart: Nov. 2009 through December 2018 +1/16/2019
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WICHITA, KS: Soybeans Basis - MID KANSAS COOP
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Sovbean Basis, 01-09-2019

Basis = Cash Price - Nearby Futures Price
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Soybean Cash & Futures Price$S’s

Wellington, KS Local Elevators - January 16, 2019
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2019 Soybean Market Drivers”

1) 2019 South America Crop Production Prospects
“Dry” in Brazil - ¥ Soybean Production (1%t vs 2"d Crop Corn?)

Preliminary forecasts - Down from 120 to 110-115 mmt?




Monthly Crop Calendar for Soybeans
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2019 Soybean Market Drivers”

1) 2019 South America Crop Production Prospects

« “Dry”in Brazil - ¥ Soybean Production (15t vs 2"d Crop Corn?)
* Preliminary forecasts — Down from 120 to 110-115 mmt?

2) 2019 U.S. Soybean Acres

« “Narrative” = U.S. Soybean Acres Down 6.5+ min acresYSPA

* BUT now issues in So. America, U.S.-China may change that




U.S. Soybean Acreage
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4) U.S. Soybean Usage in “Current” MY 2018/19 (thru 8/31/2019)

o Soy Crush 2018/19 =2 080 binbu  (Record vs 2.055 bb last year)

o Exports 2018/19 =1.900 bln bu ) (Down vs 2.129 - 2.166 bb last 2 yrs)

o Total Use 2018/1% = 4107 binbu  (Down vs 4.296 - 4.214 bb last 2 yrs)

o SBM Exports 2018/19 = 13,75 min tons (vs 14.8 - 11.6 min tons last 2 years)




NATIONAL OILSEED
PROCESSORS ASSOCIATION
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5) “Large” U.S. Soybean Stocks & % Stocks-to-Use

« 955 mb @ 23.25% Stocks/Use in “Current” MY 2018/19
* Impact of +/- 250 mb on U.S. soybean S$/D Balances?

o 705 mb vs 1.205 bb U.S. soybean ending stocks

o <17% vs 2 29% Stocks/Use 2 Significant +/- $ effects

% “<17% Stks/Use” Scenario - “Moderate Price Support”

% “229% Stks/Use” Scenario - “Overwhelming Supplies”

U.S. Soybean Ending Stocks & % Stx/Use
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6) U.S. Soybean Price Outlook USPA
- $8.60 /bu in “Current” MY 2018/19

+ $8.75 /bu in “Next Crop” MY 2019/20 (+$0.15 /bu vs current)
o USDA Forecast for “Next Crop” MY 2019/20 :

82.50 million acres planted
50.0 bu/ac,

4.090 bb Production

2.075 bb Domestic Crush
2.075 bb Exports

793 mb Ending Stocks
18.5% Ending Stocks / Use

0O O o o o o o

(vs 89.145 ma current)
(vs 52.1 bu/ac current)
(vs 4.600 bb current)
(vs 2.080 bb current)
(vs 1.900 bb current)
(vs 955 mb current)

(vs 23.25% current)
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7) “Other” Soybean Market Factors

+ Ongoing Negotiations between U.S. & China wrt frade issues
= More positive prospects for resolution in recent days

« USDA Market Facilitation Payments (MFP)
o $1.65 /bu for 2018 Soybean Production

Q? What impact could these 2018 Soybean MFP payments
have on U.S. farmer’s acreage choices in 2019?

o New Farm Bill ARC vs PLC Choices.....
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So. America Soybean Supply-Demand %’

MY 2007/08 through “New Crop” MY 2018/19
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Soybean Costs in the U.S. and Brazil
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China Soybean Supply-Demand

MY 2007/08 through “New Crop” MY 2018/19
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U.S. Soybean Price ($) vs World % Stx/Use

MY 1973/74 — “Current” MY 2018/19
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U.S. Soybean Market Prospects in 2019

A. U.S.-China Trade Dispute

* HAS has LIMITED U.S. export shipments & forward purchases
& HAS affected U.S. Soybean prices

B. USDA forecasts U.S. Exports to be down due to Tariffs

- Foreign buyer “switching” between U.S. & South America, &
some “trans-shipments” have occurred among countries

C. Market Focus in Winter-Spring 2018-19
* So. America 2019 crop prospects - their response to high 2018 $’s




2019 Corn & Sorghum Markets
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WELLINGTON, KS: Corn Basis - SCOULAR GRAIN CO
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COLUMBUS, KS: Corn Basis - FARMERS COOP
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Corn Basis Deviation, 01-09-2019

Basis Deviation = Current Basis - 3 Year Average Basis (2016, 2017, 2018)
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Wellington, KS Local Elevators - January 16, 2019
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WELLINGTON, KS: Grain Sorghum Basis - PROGESSIVE AG COOP
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COLUMBUS, KS: Grain Sorghum Basis - FARMERS COOP
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Grain Sorghum Basis Deviation, 01-09-2019

Basis Devation = Current Basis - 3 Year Average Basis (2016, 2017, 2018)
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2019 Corn Market “Drivers”’

1) 2019 South America Crop Production Prospects ***

« Wil “Dry Conditions” in Brazil occurring NOW persist into
spring & affect 2"d crop Brazil Corn?

‘Monthly Crop Calendar for Corn
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2019 Corn Market “Drivers”’

1) 2019 South America Crop Production Prospects

« Wil “Dry Conditions” in Brazil occurring NOW persist into
spring & affect 2"d crop Brazil Corn?

2) 2019 U.S. Corn Acres
«  Market “Narrative” = U.S. Corn Acres UP 3 to 4 min acres+

*  BUT now (just as with Soybeans) issues in South America,
U.S.-China negotiations, & other issues may change that

U.S. Corn Acreage
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3) U.S. Corn Usage in “Current” MY 2018/19 (thru 8/31/2019)

* Low Ethanol Plant Profitability — “slower” corn use @ 5.600 bb
 U.S. Exports @ 2.450 bbUsPA

» Feed Use @ 5.500 bb (10 year high)




U.S. Corn Exports - weekly thru January 10, 2019
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4) U.S. Corn Usage in “Current” MY 2018/19 (thru 8/31/2019)

» Low Ethanol Plant Profitability — “slower” corn use @ 5.600 bb
« U.S. Exports @ 2.450 bbUsbA
* Feed Use @ 5.500 bb (10 year high)

5) “Tighter” U.S. Corn Stocks & % Ending Stocks-to-Use
- 1.781 bb @ 11.85% Stocks/Use in “Current” MY 2018/19
* Impact of +/-250 mb ?
o 1.531 bb vs 2.031 bb U.S. corn ending stocks
o £10%S/Uvs213% S/U 2 Significant +/- Corn price effects
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é) U.S. Corn Price Outlook YsPA
« $3.60 /bu in “Current” MY 2018/19

* $3.90 /bu in “Next Crop” MY 2019/20 (+$0.30 /bu vs current)
0 USDA?2019/20: 176.5 bu/ac, 14.930 bb, strong Use, 1.571 bb Stocks

U.S. Corn % Stocks/Use vs Price$S
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World Corn Supply, Use & Stocks
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Yellow numbers indicate the percent each state contributed
to the total national ducti States not d
contributed less than 1% to the national total.
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U.S. Corn & Sorghum Stocks.....

- Corn: “Moderate” Stocks & % S/U
o End Stocks 2018/17 = 1,781 binbu (vs 2.140 bb last year)

o % Stocks/Use 2018/19 = 11.9% S/U (vs 14.5% Stx/Use last year)

- Grain Sorghum: “Low” Price$’s (Hurt by trade issues)

o End Stocks 2018/1? > 39 min bu (& Exports; ©+ Ethanol & Feed Use)

o % Stocks/Use 2018/17 o> 10.8% S/U (vs 9.6% Stx/Use last year)




U.S. Sorghum Usage

Marketing Years 2006/07 thru 2018/19 (as of December 11;:2018)
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Wheat Markets

KANSAS STATE .. co;ccumumiberon

CME Kansas Hard Red Winter Wheat

Monthly Chart: November 2009 — December 2018 + 9/16/20198
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WELLINGTON, KS: Hard Red Winter Wheat Basis - SCOULAR GRAIN CO
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WICHITA, KS: Hard Red Winter Wheat Basis - MID KANSAS COOP
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TOPEKA, KS: Hard Red Winter Wheat Basis - CARGILL
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Wheat Basis, 01-09-2019
Basis = Cash Price - Nearby Futures Price
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Wheat Basis Deviation, 01-09-2019

Basis Deviation = Current Basis - 3 Year Average Basis (2016, 2017, 2018)
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HRW Wheat Cash & Corn Futures PriceS’s

Wellington, KS Local Elevators - January 16, 2019
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World Wheat Market Prospects:

Still Large Supplies = But less of a “Buyer*s‘Market”

- Lower Production - BUT - Record Usage Forecast for 2018/19
o 1styear lower after 5 consecutive record high World wheat crops

- Smaller 2018 crops: E.U., Australia, Russia, Ukraine, China, Pakistan

- More “competitive buying pressure” in World Trade

o “Tight” supplies among Top 7 World Wheat Exporters

o NOT MUCH evidence “YET” of “stronger” U.S. wheat exports

U.S. Wheat Supply-Use

- Market support from World crop problems & higher protein in
the 2018 U.S. HRW crop
o Marginally lower U.S. & World Wheat Stocks

- Markets still expect U.S. Wheat Exports to increase “some”

o Exports 2018/19 = 1.000 bin bu (vs 778 mb - 1.291 bb range since 2008/09)
o Food Use 2018/19 = 970 min bu (vs Level+ Use since MY 2012/13)
o Feed Use 2018/19 = 110 min bu (vs 50 mb 2017718 ys 113-365 mb since 2012/13)

o HRW Exports 2018/19 = 320 min bu (vs 371 mb & 455 mb last 2 years




U.S. Wheat Stocks.....

- All U.S. Wheat: “Lower but Large” Stocks

o End Stocks 2018/19 o 974 minbu  (vs 1.099 bb last year)

o % Stocks/Use 2018/19 o 45 30, S/U (vs 55.5% Stx/Use last year)

- U.S. HRW Wheat: “Still Large” Carryover (also lower)

o End Stocks 2018/ = 468 minbu  (vs 581 mb last year)

o 7% Stocks/Use 2017/18 o, 60.0% S/U  (vs 76.0% Stx/Use last year)

2018 U.S. Wheat Quality & Grades

I
- HRW Wheat 2018 =(]12.3% protein)61.1 Ib test, 1.2% defects

o Versus 11.4% protein, 60.8 |b test wt, 1.1% defects in 2017

- SRW Wheat 2018 = 10.1% protein, 57.5 Ib test, 1.3% defects
o Versus 9.5% protein, 58.8 |b test wt, 1.7% defects in 2017

- Soft White Wheat 2018 = 9.3% protein, 61.7 Ib test, 0.6% defects
o Versus 9.6% protein, 60.9 Ib test wt, 0.6% defects in 2017

- HRS Wheat 2018 -, 14.6% protein, 61.7 Ib test, 0.8% defects
o Versus 14.6% protein, 61.2 |b test wt, 1.0% defects in 2017




2018 U.S. Winter Wheat - DOWN 0.5%

100 ___________ 2018 U.S. Spring Wheat - UP 19.8%

o B8 T 2018 U.S. Durum Wheat - DOWN 10.5%
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2019 Winter Wheat Acres ©2? | & = 2l )55

- Favorable market prospects |
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U.S. Wheat Production & Supplies
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U.S. All Wheat Exports - weekly thru January 10, 2019

Million Bushels
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U.S. Wheat Ending Stocks & Prices
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World Wheat Production Regions
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World Wheat Supply, Use & Stocks
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Wheat Stx/Use: Top 7 Exporters vs ROW

Tight supplies among the Worlds Top 7 Exporters:
Argentina, Australia, Canada, E.U., Russia, Ukraine, & U.S.
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U.S. Wheat Price (S) vs World % Stx/Use

MY 1973/74 - “Current” MY 2018/19

World Wheat % S/U
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Questions?

Daniel O’Brien — Extension Ag Economist
Blog: www.ksugrains.wordpress.com
KSUGrains on Twitter & Facebook
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