FarmJournal

ProiiiFarmer

Trusted Analysis. Professional Insight.

Go to ProFarmer.com

August 13, 2022
Vol. 50, No. 33

News this week...
2 - Root zone moisture lacking
in western Corn Belt.

3 - Ag provisions in
reconciliation measure.

4 — Breakdown of August
WASDE Report.

Record soybean crop estimate

Corn: Production of 14.359 billion bu. on harvested acres
of 81.840 million and a yield of 175.4 bu. per acre, which
would be 5.6 bu. (3.1%) below trendline.

Soybeans: Production of a record 4.531 billion bu. on har-
vested acres of 87.211 million and record-tying yield of 51.9
bu. per acre.

Wheat: Production of 1.783 billion bu., up 2 million bu.
from July. USDA raised the national average all-wheat
yield by 0.2 bu. from July to 47.5 bu. per acre.

Cotton: Production of 12.57 million bales on harvested
acreage of 7129 million and a yield of 846 lbs. per acre.

Rains... but position of ridge key

Most areas of the Corn Belt, Delta and Southeast will see
some rains and cooler temps over the next week to 10 days,
though forecast models aren’t in full agreement. World
Weather Inc. says the positioning of the high-pressure
ridge, which the models suggest will shift to the west, will
be key in coverage of rainfall, especially across the western
Corn Belt. The further west the ridge shifts, the more rains
that will fall on the driest areas.

Ukrainian grain exports continue

As of Friday, a total of 14 ships loaded with small tonnages
of grain/oilseeds had left Ukraine’s Black Sea ports. Most of
the vessels carried corn, though the first shipment of wheat
left Ukraine’s ports Friday. Four incoming ships were being
loaded. The United Nations coordinator at the Joint
Coordination Center in Istanbul said he expects a “big
uptick” in the number of inbound ships as exporters arranged
more deals given the success of shipments since Aug. 1.

China cuts soy import forecast

China’s ag ministry cut its estimate for 2021-22 (Oct.-Sept.)
soybean imports to 91.0 million metric tons (MMT), down
2 MMT from the previous month’s forecast and 8.8 MMT
(8.8%) below last year. The ministry forecasts China’s soy-
bean imports will rebound to 95.2 MMT in 2022-23.

Bearish soybean data — USDA’s initial soybean crop estimate was record-large, which
pushed its new-crop ending stocks projection higher than anticipated. That weighed on soy-
beans Friday, but they were still higher for the week. The first corn crop estimate came in
slightly lower than expected, as did the wheat crop forecast. Both markets ended higher for
the week. The cotton crop estimate was much smaller than anticipated. Live cattle futures
extended their two-and-a-half month rally amid strength in the cash market and expecta-
tions market-ready cattle supplies will tighten in the months ahead. Fall- and winter-month
lean hogs pushed to new contract highs and extended seasonal rally as traders narrowed
futures’” hefty discounts to the cash index amid talk packers are pulling hogs forward.

U.S. inflation eases in July
The U.S. consumer price index (CPI) eased to 8.5% above
year-ago in July, down from a 9.1% increase in June. Core
CPI, which excludes volatile food and energy prices, was
unchanged at 5.9% above year-ago. The producer price
index posted the first monthly decline since April 2020 and
was 9.8% above year-ago, the lowest rate since October
2021. Inflation eased as a drop in energy prices more than
offset rises in food (see News page 3) and other components.
Traders slashed bets the Federal Reserve will deliver a
third straight 75-basis-point interest rate increase in
September following the bigger-than-expected slowdown
in inflation. But Fed officials signaled their work on taming
prices is far from complete and await upcoming data.

Average gas price drops below $4

As of Aug. 12, the national average gas price stood at $3.98,
the first time it has been under $4.00 since March 5, as
crude oil futures fell to a six-month low (see “General
Outlook” on Analysis page 4). While gas prices are down
more than 20% from their peak, they are still up 25% from
last year. AAA says, “Americans are changing their driving
habits to cope with higher pump prices.”

PERC: Get your propane early

Due to the threat of increased drying needs in some areas
this year, the Propane Education & Research Council (PERC)
recommends filling tanks early. PERC’s free Grain Drying
Calculator tool helps plan ahead for propane supply needs.

Countdown to gov't shutdown?

The Inflation Reduction Act proposes nearly an $80 billion
boost to IRS funding over 10 years, with $45.6 billion allo-
cated towards beefing up enforcement. It requires 60 votes
in the Senate to pass appropriations via a continuing reso-
lution or omnibus spending measure, so Senate GOP mem-
bers could still stymie some of the IRS funding. If enough
GOP Senators refuse to fund the IRS spending boost, there
could be a government shutdown after the Nov. 8 elections.


https://propane.com/propane-products/grain-dryers/?utm_campaign=trade-pr__aud-ag__str-aa&utm_medium=news-release&utm_source=ag-media&utm_term=usda-acreage-report-2022-&mkt_tok=ODQzLVlHQi03OTMAAAGGKG6S2GA917KILnX1uX0e70vExaodKIpKa5CVjtqFvfs5wFhBWgoFjgQcGbIohYzxhvQgS_CeLdsGzMjwHHuQ5lYZDPW8SDhmJkn0uy2Vt9S_fRk
https://propane.com/propane-products/grain-dryers/?utm_campaign=trade-pr__aud-ag__str-aa&utm_medium=news-release&utm_source=ag-media&utm_term=usda-acreage-report-2022-&mkt_tok=ODQzLVlHQi03OTMAAAGGKG6S2GA917KILnX1uX0e70vExaodKIpKa5CVjtqFvfs5wFhBWgoFjgQcGbIohYzxhvQgS_CeLdsGzMjwHHuQ5lYZDPW8SDhmJkn0uy2Vt9S_fRk

Corn, soybean conditions decline

As of Aug. 7, USDA rated 58% of the corn crop “good” to “excel-
lent,” down three percentage points from the previous week.
The portion of crop rated “poor” to “very poor” increased two
points to 16%. On the weighted Pro Farmer Crop Condition
Index (CCL 0 to 500-point scale, with 500 representing perfect),
the corn crop dropped 3.9 points to 352.0. That was the fourth
straight weekly decline for the corn CCI rating, which was 14.7
points (4.0%) below the five-year average for the date.

USDA rated 59% of the soybean crop “good” to “excel-
lent,” down one point from last week. The portion of crop
rated “poor” to “very poor” held at 11%. On our CCI, the
soybean crop dropped 2.7 points to 351.2, which was 5.0
points (1.4%) below average.

Crop conditions worsened in the western and southern
Corn Belt and generally held steady or improved a little in
the eastern Midwest.
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Spring wheat ratings decline

USDA rated 64% of the U.S. spring wheat crop as “good” to
“excellent,” down six points from the previous week. The
amount of crop rated “poor” to “very poor” increased a
point to 8%. On our CCI, that equated to a 7.6-point decline,
though that was still 39.2 points above the five-year average.

Cotton crop deteriorates sharply
USDA rated 31% of the cotton crop “good” to “excellent,”
down seven percentage points from the previous week. The
portion of crop rated “poor” to “very poor” increased six
points to 34%. In Texas, only 14% of the crop is rated “good”
with none in the top category, while 48% of the crop is rated
in the bottom two categories.

On our CCI, the cotton crop plunged 9.3 points to 314.7,
the second lowest rating ever behind 2011.

Follow us on Twitter:
y @ProFarmer @ChipFlory @DavisMichaelsen

@BGrete @BruceBlythe @HillariMason
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Producer Crop Comments...
Please send crop comments to editors@profarmer.com.

Tazewell Co. (central) lllinois:
“This is one of the best crops we've had in a long time.
We are pushing another new level of yield potential.”

Sangamon Co. (west-southwest) lllinois:
“Where I'm at rain has been plentiful and crops look
good. Just 50 miles to the east is a different story.”

Pottawattamie Co. (southwest) lowa:

“Pretty tough watching a corn crop give up 100-plus bu.
per acre in yield potential over the last couple of weeks.
Beans will easily lose half of their yield potential. The
way the longer-term forecast looks it will probably be
even greater to the down side on yields around here.”

Dickinson Co. (northwest) lowa:
‘I received three inches of rain and no puddles. That's
how dry it is in northwest lowa.”

Lancaster Co. (east-central) Nebraska:
‘Dryland corn has gone backwards in a big way. Two
weeks ago our corn looked like 200-bu.-plus yields
were In the books. Soybeans are surprisingly hanging
in there but need a rain.”

Adams Co. (south-central) Nebraska:
“Our corn crop is shrinking each day with every passing
storm. Modern genetics don’t matter when it doesn't rain.”

Davison Co. (east-central) South Dakota:

“In the past two weeks I've traveled from Mitchell
through northern lowa, up to central Minnesota and
back. The worst corn was in western Minnesota where
it was planted too wet and it looked like no nitrogen
was applied due to the wet conditions.”

Grant Co. (northeast) South Dakota:

‘I have never planted in such terrible conditions... and
have one of the best looking crops | will ever have. If
heat stays away I'm sure it will yield over 200 bu. per
acre. Corn looks great all the way to Faulkton.”

McPherson Co. (central) Kansas:

‘I have good water and have kept up on my corn, but
this heat is moving the crop along too quickly. Our crop
scout said the good news is we won't have to water as
late as we normally do. The bad news of course, it will
come at the cost of decreased kernel depth and yield.”

Pratt Co. (south-central) Kansas:

‘I was in southwest Kansas last week and the irrigated
corn is nowhere close to normal. | keep lowering my
yield expectations on my corn and | have good water.
The weather stress on the crop this year is relentless.”

Madison Co. (central) Ohio:

‘I took yield samples Aug. 8. Corn came in at 209 bu.,
215 bu. and 244 bu. per acre. Soybeans were 61 bu. and
75 bu. per acre. Excited to see what harvest brings!”

Putnam Co. (north-central) Tennessee:

“Hot and dry weather during pollination is evident in this
year’'s corn crop. But lots of rain during grain fill have
me optimistic we'll still have some pretty decent yields!”




Food inflation continues to rise

The U.S. food price index increased 1.1% in July and jumped
10.9% over the past year, the largest 12-month increase since
the period ending May 1979. Food-at-home (grocery) prices
led the increase, rising 1.3% from June and 13.1% annually.
Prices for food consumed away from home (restaurants) rose
0.7% for the month and were 7.6% above July 2021.

Inflation data for meat products showed consumers are
shifting to less expensive options, especially for beef and
pork. Overall beef prices rose 3.4% from year-ago, as
ground beef prices jumped 9.7%, roasts rose 1.5% and
steaks dropped 1.5%. The total pork price rose 7.6%, with
lunchmeat, sausages and bacon up 18.0%, 15.7% and 9.2%,
respectively, while chops increased 4.8%.

Chicken prices surged 17.6%, largely due to a jump in
breast prices, as consumers sought a cheaper protein source.

Annual price gains of 15.0% were noted for cereals/bak-
ery products, 14.9% for dairy and 9.3% for fruits/vegetables.

Chinese CPI rises, PPI eases

China’s consumer price index (CPI) increased 2.7% versus
July 2021 — the fastest rise in consumer prices since July
2020 — driven by a surge in food prices, which rose the
most in 22 months to 6.3% above year-ago. Chinese pork

prices surged 20.9% from year-ago, stirring speculation

China may step up purchases of U.S. pork. Non-food prices
eased to 1.9% above year-ago.

China’s producer price index (PPI) fell to a 17-month low
of 4.2% above year-ago in July amid a drop in raw material
costs. Through the first half of 2022, China’s factory gate
prices still rose 7.2% versus year-ago.

Chinese soy imports slowed in July
China imported 79 million metric tons (MMT) of soybeans in
July, down 4.5% from June and 9.1% less than last year, as weak
crush margins reduced demand from importers. Through the
first seven months of this year, China imported 54.2 MMT of
soybeans, down 59% from the same period last year.

China meat imports inch up, still slow
China imported 643,000 metric tons (MT) of meat during
July, up 40,000 MT (6.7%) from June but 207,000 MT (24.7%)
below year-ago. Through the first seven months of this
year, China imported 4.1 MMT of meat, down 30.9% from
the same period last year.

China posts record trade surplus

China’s trade surplus surged to a record $101.3 billion in
July, driven by an 18.0% jump in exports, while imports
rose 2.3%. China’s trade surplus with the U.S. ticked up to
$41.5 billion in July from June’s $41.4 billion level.

Ag provisions in reconciliation bill
The $740 billion tax, climate and health care reconciliation
package, dubbed the Inflation Reduction Act (IRA), contains
over $370 billion in climate and energy spending such as
expanded tax credits for renewable energy projects. It has
several provisions to boost electric vehicles (EVs), but some
note income thresholds to EV credits and limits on where the
vehicles can be manufactured could mean the credits aren’t
available for a few years.

The legislations calls for greenhouse-gas emissions to be
cut 31% to 44% below 2005 levels by 2030, compared with
24% to 35% under the prior policy, according to Rhodium
Group, an independent research firm.

Some fossil fuel concessions were made for Sen. Joe
Manchin (D-W.Va.). Provisions call for offshore oil lease sales
in the Gulf of Mexico and off the coast of Alaska, and a com-
mitment to take up a separate measure to ease the permit-
ting of new energy projects.

Ag and biofuel climate change provisions include:

* The $1-per-gallon tax credit for biomass-based diesel is
extended through 2024 and then replaced by the clean fuels
tax credit that would vary according to the biofuel’s carbon
rating. A temporary $1.25 per gallon tax credit was created
for sustainable aviation fuel (SAF) to serve as a bridge to
the implementation of the clean fuels credit in 2025. The
new clean fuels credit will be in effect through 2027.

* $500 million in funding for blender pumps and other
biofuels infrastructure.

* Roughly $2 billion for USDA’s Rural Energy for America
Program to fund renewable energy/energy efficiency projects.

e $9.7 billion in aid to rural electric cooperatives for renew-
able energy and energy efficiency projects and another $1
billion in loans for renewable energy projects in rural areas.

* Rural electric cooperatives get direct payments for
renewable energy tax credits. Electric co-ops now have to
work with third parties to get such benefits.

e Over $5 billion for wildfire prevention and climate
resiliency projects in public and private forests.

* $4 billion for the Bureau of Reclamation to combat
drought in the West.

e Democrats added $5.3 billion in farm debt relief to the
package — $3.1 billion in assistance to “distressed” bor-
rowers who hold direct or guaranteed farm loans and $2.2
billion in payments to farmers who had experienced dis-
crimination in USDA loan programs. Payments would be
capped at $500,000 per producer. The debt relief provisions
will be paid for by repealing a debt relief program autho-
rized by the American Rescue Plan in 2021 and later
blocked by the courts.

e Around $18 billion for four conservation programs,
starting in fiscal year 2023 that begins Oct. 1.
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Sharp cuts to new-crop global corn, U.S. cotton stocks
by Editor Brian Grete
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CORN — USDA raised old-crop corn ending stocks 20 million bu. from last
month to 1.53 billion bushels. The only change was a 20-million-bu. cut to food,
seed and industrial use. (USDA cut 25 million bu. from estimated corn-for-
ethanol use, which means “other” FSI use was increased 5 million bushels).
For 2022-23, USDA cut projected ending stocks by 82 million bu. to 1.388 bil-
lion bushels. New-crop supplies declined 127 million bu. as the cut to estimated

production was only partially offset by a 45-million-bu. cut to total use (lower
feed and residual use and exports; higher food, seed and industrial use).

Our corn ending stocks forecast is 1.53 billion bu. for 2021-22 and 1.438 bil-
lion bu. for 2022-23.

e USDA 2021-22 price: $5.95, unchanged from last month; 2022-23: $6.65, unchanged.

Global corn carryover: 311.8 million metric tons (MMT) for 2021-22, down
440,000 metric tons (MT) from July; 306.7 MMT for 2022-23, down 6.3 MMT.

SOYBEANS — USDA raised old-crop ending stocks by 10 million bu. from last

month to 225 million bushels. It cut estimated exports by 10 million bushels.
For 2022-23, USDA raised projected ending stocks by 15 million bu. to 245

million bushels. Total new-crop bean supplies were increased 36 million bu.

from last month due to bigger beginning stocks and a higher crop estimate. On
the demand side, USDA raised total use 21 million bu., with projected exports
up 20 million bu. and residual use up 1 million bushels.

Our soybean ending stocks forecast is 225 million bu. for 2021-22 and 255
million bu. for 2022-23.

e USDA 2021-22 price: $13.30, down 5¢ from July; 2022-23: $14.35, down 5¢.

Global soybean carryover: 89.7 MMT for 2021-22, up 1 MMT from last month;
101.4 MMT for 2022-23, up 1.8 MMT from July.

WHEAT — USDA cut ending stocks by 29 million bu. to 610 million bushels. Total
supplies were raised 2 million bu. amid the bigger crop estimate. On the
demand side, USDA increased food use 6 million bushels and raised projected
exports 25 million bushels.

Our wheat ending stocks forecast is 635 million bu. for 2022-23.

e USDA 2022-23 price: $9.25, down $1.25 from July.

Global wheat carryover: 276.4 MMT for 2021-22, down 3.8 MMT from last
month; 267.3 MMT for 2022-23, down 180,000 MT from July.

CoTTON — USDA raised old-crop ending stocks by 100,000 bales to 3.5 million
bales amid a 100,000-bale cut to exports.

For 2022-23, USDA slashed ending stocks by 600,000 bales to 1.8 million bales.
USDA cut total supplies 2.83 million bales. USDA cut 200,000 bales from domes-
tic use, 2 million bales from exports and 40,000 bales from unaccounted use

Our cotton ending stocks forecast is 3.5 million bales for 2021-22 and 1.8
million bales for 2022-23.

e USDA 2021-22 price: 92¢, unchanged from July; 2022-23: 97¢, up 2¢.

Global cotton carryover: 84.7 million bales for 2021-22, up 680,000 bales from
July; 82.8 million bales for 2022-23, down 1.5 million bales from last month.
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CATTLE - Fundamental Analysis DAILY OCTOBER LIVE CATTLE =
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the feedlot population continues running approximately 1% over last year and the April 20 high at $146.175. [148.00
weekly cattle slaughter has routinely topped comparable 2020 and 2021 totals. [I $146.175 r147.00
The number of market-ready cattle is relatively tight, but it's apparent that T $145.10 | [146.00
consumer demand is also proving much stronger than in summer 2021. Amid }1 l {res00
rising food prices (see News page 3), consumers are shifting to more at-home | T[> $14345 | F.l ll__’:::-zz
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\/ I 40-day moving average }135.00
prepared to hedge an extended rally :40 TR | (green line) near $141.33. | ., .
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HOGS - Fundamental Analysis DAILY OCTOBER LEAN HOGS i
Summer hog slaughter is running slightly below year-ago levels, as implied h . . h | -103.00
t t t
by the June USDA Hogs & Pigs Report. The big contrast between recent res?s?ggcgl;?ciagdc$iz)2?(?()c, etien +102.00
developments and those seen last year has been the shift in prices. That is, near $105.00 (neither marked). Ii [101.00
+100.00
spring cash hog values fell far below year-ago levels, whereas last week’s [l-l -------------------------- $99.40 I | 99.00
quotes were challenging the 2021 high of $122.68 at the same time they had J $97.25 | 98.00
I 1 .
fallen to the $110.00 area last year. As with cattle, circumstances point to much ' songs I I“‘I ~T"Ther.00
improved consumer demand. We see little reason to think this will change in I l”‘ l | [96-00
th--4 -95.00

the coming weeks and view fourth-quarter futures as being underpriced. l94.00

Position Monitor WEEKLY HOG KILL (MIL. HEAD) DI
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. 22 0% | |28k [91.00
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winter-month hog I'23 0% 24 \/Jm\;\wﬁl\;’; \fv \" “ 189.00
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cheaply priced. Hold off on hedges | |1s \\/ ! The psychological $100.00 level (not | 86.00
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FEED
DAILY SEPTEMBER SOYBEAN MEAL -
Corn Corn Game Plan: You are hand-to-mouth The July 29 high at $461.30 470
122 0% | on corn-for-feed needs. A drop to the marks initial resistance. $461.30 f 460
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Position Monitor

21 crop ’22 crop
Cash-only: 100% 50%
Hedgers (cash sales): 100% 50%
Futures/Options 0% 0%

Game Plan: On Aug. 10, we advised selling
the final 10% of 2021-crop inventory to protect
against basis erosion into harvest. Additional
2022-crop sales will wait for now. We would
likely increase new-crop cash sales and/or es-
tablish new-crop hedges if December futures
rally to near the $7.00 level. Given current
price levels you should still be focused on us-

ing extended price rallies to advance sales.

DAILY DECEMBER CORN

The July 12 high at $6.34 1/4 represents initial
resistance. Tougher resistance remains
at the June 27 high of $6.62 1/4.

i

HHJ}H I h
II $6.62 1/4

o
I

i
$6.34 1/4\“‘“‘;
]

Initial support at the 40-day moving $6.04 1/

average (green line) near $6.23 1/2

is backed by the July 1 low of $6.04 1/4,
then the psychological $6.00 level (not marked).

$5.66 1/2

Mar 22 April 2022 May 2022 June 2022 July 2022 August 2022

CORN - Fundamental Analysis

Game Plan: Hold the 2022-crop hedges in De-
cember SRW futures as chart patterns remain
bearish and seasonals are negative. Additional
old- and new-crop cash sales will wait for an

extended price recovery.

WHEAT - Fundamental Analysis

SRW — Wheat appeared to establish a near-term
bottom and could be poised for more upside
if funds reverse an increasingly large net short
position. But longer-term fundamentals lean
bearish and wheat will likely need support from

corn and soybeans for any extended rallies.
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DAILY MARCH CORN T
With USDA’s Aug. 1 crop estimate as a benchmark, traders will add or subtract
AClOtsheee}]?;?;//ilznglig“g?l;?ggegﬁ 780 1F)ushels based on weather and weekl}.l crop condition ratings. Continued dryness
I would have bulls targeting |7e0| in the western Corn Belt may keep prices elevated and perhaps spark a rally back
IH l the June 277 T?4h toward the July highs or even the $7 mark. But any widespread rain events would
F740
ar$6.6 ' cap upside momentum and the longer-term picture leans bearish due to increasing
1720 [ Ukrainian shipments, slipping domestic basis and the slow start for new-crop export
700 | sales; outstanding sales for 2022-23 are down 56% from the same point in 2021-22.
s6.67 14| eso| Bulls may have to rely upon soybean leadership to see sustained corn gains.
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Position Monitor DAILY DECEMBER SRW WHEAT Mo
22 crop 23 crop
Cash-only: 85% 30% A rebound above initial resistance at the July 1 low of [*%
Hedgers (cash sales): 85% 30% $8.57 1/2 would have bulls targeting the 40-day f12e0
Futures/Options 15% 0% moving average (green line) near $8.67 3/4. |54
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The early-August advance made \1 I J}J{H H{} Jﬁ
the July 5 low of $8.20 1/4 initial support. 1- H 1H+Jf

It's backed by the July 22 low at $7.72 1/2. $7.72 12

April 2022 May 2022 June 2022 July 2022 August 2022




21 crop ’22 crop
Cash-only: 90% 60%
Hedgers (cash sales): 95% 60%
Futures/Options 0% 10%

Position Monitor

DAILY NOVEMBER SOYBEANS

AN

$15.06 3/4 | Il

and soymeal is price supportive. But we'll

2022-crop production forward-sold, we

new-crop cash sales.

Game Plan: Hold remaining old-crop gam-

bling stocks for now as basis remains strong

ish old-crop sales by Aug. 31. Continue to hold

fin- $14.38 1/4 H | \ | JH[
$14.00 /441 l it

the 2022-crop hedges in November futures as
downside protection. With 60% of expected

can

wait on an extended price rally to increase

The April 25 low at $14.78 now represents initial
resistance. Psychological resistance at

.
.

—
[ []
1620

1590
$15.00 (not marked) is backed by
stiffer resistance at the May 5

high of $15.06 3/4.
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Last week’s advance flipped

the May 9 low of $14.38 1/4

from resistance to initial support. It's
backed by the June 23 low of $14.09 1/4.
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SOYBEANS - Fundamental Analysis

DAILY JANUARY SOYBEANS Y
) o With USDA’s record crop estimate as a starting point, Midwest weather will return
The May 11 high places initial 1600 . . . . . .
resistance at $14.82. | as the primary price driver during the second half of August. Persistent dryness in
M 11%80]  the western Corn Belt, combined with continued strength in soymeal and soyoil,
! ‘T\ 9901 could fuel a stronger price rebound, but a widespread rain event could quickly send
Y 1540
l m hY prices tumbling. Market uncertainty will remain elevated and the next few weeks
| i \ _$15.091/4 [150 : o . .
1||.| "> 3 l1500| may bring more choppy, volatile price action as traders monitor weekly crop ratings
/& J/ $14.82| \\“ L1as0| and weather forecasts. We're watching China, which cut its 2021-22 import forecast
)‘hﬁ ﬂ 1 \‘\ -460| but re-emerged as a buyer of U.S. soybeans in recent weeks.
Hs1442 LT Nl
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DAILY DECEMBER HRW WHEAT

Resistance stems from
the July 13 high

of $8.98 1/4.
$9.59 3/4
Support has /
proven stout ¢g 9g Ud—

at the July 6
low of $8.41 1/4———>

DAILY SEPTEMBER HRS WHEAT

The July 1 low of
$9.46 marks
resistance.

$10.40 3/4\

Initial support
remains at the $9.46

AVERAGE WHEAT BASIS (SEPTEMBER)

July 6 low of $8.70 1/2->

HRW — With the U.S. winter harvest virtually
complete and the U.S. dollar retreating from
recent highs, pressure on HRW futures has
eased. High protein levels are somewhat
supportive. But price upside will be limited,
and sideways near-term trade could develop
as traders monitor the Ukraine export

situation and the size of the European crop.

HRS — The unexpected drop in USDA’s
weekly spring wheat crop ratings appears
to have helped the market forge a near-
term bottom, though USDA’s production
estimate provided no bullish fodder. USDA
left

after resurveying the Northern Plains. Fall

surprisingly plantings unchanged

harvest pressure could limit price upside.

0.20

0.00 = 2022 SRW
-0.20]
-0.40 AT = 2022 HRW
-0.60] v
-0.80 [ _ 3year
-1.00 SRW avg.
-1.20]
-1.40 ' _ 3year
160 HRW avg.
-1.80

§885 T8¢ 33883 8

SLZE &3 3 T §9z a0

WHEAT EXPORT BOOKINGS (MMT)

— 21-22 == 22-23 — USDA

_—
/

|

>
T
=

Aug
Sept
Oct
Nov
Dec
Jan
Feb
Mar
Apr
May

S
3

Jun

August 13, 2022 / Analysis page 3



AVERAGE COTTON BASIS (OCTOBER)

22 crop 23 crop

Cash-only: 70% 0%
Hedgers (cash sales): 70% 0%
Futures/Options 0% 0%

Game Plan: On Aug. 10, we advised sell-
ing another 10% of expected 2022-crop
for harvest delivery. Our next sales target

is 105.00¢ to 110.00¢ in December cotton.

COTTON - Fundamental Analysis

Net sales of 2.39 million bales were car-
ried over from 2021-22 to the new-crop
marketing year. Export commitments
started 47% above year-ago, but are pro-
jected to decline — and the market has
some demand concerns. Worsening

crop woes in Texas are price-supportive.

GENERAL OUTLOOK

Energy: U.S. inflation remains histori-
cally high, but crude oil’s role in driving
up consumer prices is receding.

Crude futures are down more than
25% from a June peak above $123 and last
week dropped under $90 to a six-month
low before rebounding. Prices have fallen
in part because U.S. producers have
ramped up oil production to the highest
levels since April 2020. Additionally, high

gas prices have weakened demand.
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DAILY DECEMBER COTTON

Resistance seems likely to
emerge at the June 22
low at 107.85¢.

107.85¢|

105

l . 99.05¢ |I 12

91.20¢\J ]"]1 [IJ | I]Ihﬁ]l -

Last week’s surge made u', HH" 00

the psychological 100.00¢ | a7
level initial support. It's backed ll

by the June 28 high at 99.05¢. :‘1‘

Apr 22
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A drop of nearly 8.0% in gasoline
prices contributed to a lower-than-
expected 8.5% year-over-year gain in
the Consumer Price Index during July.
Futures prices indicate traders see oil
prices declining further, with contracts
for spring 2023 trading under $87.

Given oil’'s commodity sector lead-
ership, market bulls may want to take
heed: high prices may be hard to sus-

tain if crude extends its downtrend.

FROM THE BULLPEN By Editor Brian Grete

August soymeal futures approached the
all-time high of $554.40 and traded at a
record inverse ahead of the contract’s Aug.
12 expiration. Wild price moves can hap-
pen during delivery, but they sometimes
signal underlying factors within a market.
In the case of the unexpected surge in
meal prices during the delivery process,
we aren’t quite certain the cause. It could
have been a short squeeze, where someone
or multiple traders couldn’t get out of
short positions. It could have also been
caused by a lack of farmer selling of old-
crop soybeans, which left crush plants
short-bought on immediate crush needs.
Since August meal led the rally, a short
squeeze is the more likely scenario. But

cash meal sources reported some plants

August 13, 2022 / Analysis page 4

were still quoting basis off the August
contract as late as Aug. 9, which is unusu-
al when a contract is that deep into deliv-
ery. In this case, we believe it was likely a
combination of factors.

No matter the reason, the impact is
sharply higher costs for livestock produc-
ers. While the big price spike in August
soymeal creates an upside price target for
the September contract, which traded at a
roughly $65 discount, we doubt prices
will get that high. Soybean harvest is just
around the corner, which will increase
near-term supplies, though strong mar-
gins give crushers incentive to compete
for new-crop soybeans.

Bottom line: Don’t chase the meal

market higher with extended coverage.

DAILY NEARBY CRUDE OIL FUTURES ($/BBL)

$100.66~,

Resistance at the
psychological $100.00 level is
backed by the Feb. 24 high at $100.66.

WATCH LIST

c NOPA Soy Crush Report

MON 8/15
Soybean crush data for July. 11:00 am. CT
9 USDA Crop Progress Report ~ MON 8/15
Will crop deterioration continue? S . €11
9 FOMC Minutes WED 8/17
More clues on rate increase plans. 7:30am. CT
e USDA Export Sales Report THUR 8/18
Focus is on new-crop sales. 7:30 am. CT
o USDA Cattle on Feed Report FRI 8/19
July placements will be key figure. 200 p-m.CT

Pro Farmer on the Go
Download the Pro Farmer mobile app on your
phone for easy access to daily news and reports
while you're on the go. Contact us if you need
assistance at 1-800-772-0023.
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