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_=- Department of Agricultural Economics
UNIVERSITY

Current Grain Market Situation
for U.S. & Kansas Farmers & Agribusinesses

1) Large grain supplies are limiting grain prices

2) Wheat $’s near Marketing Loan (Feedgrain $'s &+ Loan)

3) Grain farmers are now focusing on marketing 2016 Crops

4) U.S. & World Crop production plans for 2017??

* More soybeans are likely in 2017 in South America & U.S.

+ Lower U.S. & World wheat acres with some World crop risk emerging

« 2017 U.S. Corn acres to be same or lower — 2222 in Brazil & Argentina

Prepared by Daniel O’Brien, Extension Agricultural Economist
Kansas State University 1
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hi I
China Corn & Soybean Supply-Demand Ests.
Source: www.dimsums.blogspot.com
IChina corn supply and demand (Ministry of Ag, Jan 2017) China soybean supply and demand (Ministry of Ag, Jan 2017)
2016/17 2016/17
Item Unit 2015/16 Item Unit 2015716 2016/17 2016/17
Dec. Jan Dec Jan
Planted area 1000 ha 38,117 36,026 36,026 Planted area 1000 ha 6,590 7,156 7,156
Harvested area 1000 ha 38,117 36,016 36,021 Harvested area 1000 ha 6,590 7,150 7,150
ield Kg/ha 5,892 5,960 5,978 -
ield Ke/ha 1,762 1,748 1,748
Production MMT 224.58 214.65 215.33
Production IMMT 11.6 12.5 12.5
Imports MMT 3.2 1.0 1.0
Imports IMMT 83.23 85.31 85.31
IConsumption MMT 194.05 210.72 210.72
Consumption IMMT 96.67 99.72 99.77
--Food MMT 7.65 7.82 7.82
--Crushing IMMT 82.89 85.50 85.50
--Feed MMT 121.01 133.53 133.53
- --Food IMMT 10.35 11.18 11.18
--Industrial use MMT 54.17 57.75 57.75
Cooed T 1.66 1.61 161 --Seed IMMT 0.54 0.56 0.61
Loss and other  |MMT 9.56 10.01 10.01 Loss and other  MMT — — —
Surplus MMT 33.73 4.43 5.11 Surplus IMMT -1.9 -2.1 -2.2

ltem

Yield

Price

Gross income
Cost

"Net" income

Estimated net returns to corn production, Fall 2016

"Dividend” to villagers

"service center” expense

Source: www.dimsums.blogspot.com

. Taozhuang

Unit
village

bu/acre 131
USS/bu 5.46
S/acre 715
$/acre 252
5/acre 463
S/acre 358 Land rent
$/acre 105 Farmer loss

Sources: Ministry of Agriculture web site,

China vs U.S. Corn Net Return Estimates

Central

llinois

231

3.30
762

555
207
220
(-43)

Prepared by Daniel O’Brien, Extension Agricultural Economist
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China Grain Output: Years 2000-2016

Source: www.dimsums.blogspot.com

China "grain" production, 2000-2016
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Source: www.dimsums.blogspot.com

China grain output, 1950-2016
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China Corn Temporary Reserve Price

Source: www.dimsums.blogspot.com

China corn prices, 2000-15
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4.5 | Major Soybean
& Corn Exporters

Brazil Real

Brazil & Argentina Exchange Rates - monthiy

=== Brazil / U.S. Foreign Exchange Rate (left)
== Real Broad Effective Exchange Rate for Argentina®© (right)

Brazil Real “Weaker” vs
USDS Since mid-2015
320

\
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= >0 160 o
5 Argentina Peso$
S 15 “Weaker” Since 2003
@« - r N T
s T 80
1.0 Argentina TN
Peso T >
0.5 40
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fred.stlouisfed.org myf.red/g/cthl

Brazil: Corn (Both Seasons) Production by State
= . Corn (Both Seasans| Calendar

* Click on the states in the
map for time-series charts
of the top five. *
_ Brazil Soybeans
Top Five States ac Cosra

Percent of Production
Com Total Production
Tons (2011:2012)
[J9- 100000
3 100,001 - 1,000,000
=1 1.000.001 - 5,000,000
[ 5.000.001 - 10,000,000
I 10,000,001 - 17,000,000

* State-Level Production
(as % of total)

Mato Grosso 30
Parana 19
Rio Grande do Sul 13
Goias

Mato Grosso do Sul 8
Minas Gerais 5
Bahia 4
Sao Paulo 3
Maranhao 2
Santa Catarina 2
Tocantins 2

Other 22,

* 2005 to 2009 Average
‘Source: IBGE Brazil

Soybean crop calendar for most of Center-South Brazil

Flower
Fill

Harvesting

JAN FEB WMAR APR MAY JUN JUL AUG

USDA Agricultural Weather Assessments

World Agricultural Outlook Board

SEP OCT NOV DEC

Planting

Santa
Catarina

b - Rio Grande do Norte
c - Paraiba

d- Pernambuco

e- Alagoas

f Soybean Production

*Average (2005-09)

OEEm

A Production
Production,
Minor —7oecnsi ajor

*Source: IBGE

Prepared by Daniel O’Brien, Extension Agricultural Economist
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Argentina: Corn Argentina: Soybeans Legend

I Vo rowing areas
[ Minor growing areas

TUCUMAN

" MISIONES

Legend Double-cropped soybeans account
for about 25% of total soybean
I t5jor grawing areas Soyhean crop calendar for mast of Argentina prodution, Toey aceounttor
FLOWER Bi Axes, 40% in Santa Fi d
- Winor growing areas [ za‘mim‘;‘m_ In Sants Fe, ant
" otal -
E":E"Ih‘; :::‘::?:im:e Jet TFER R APRMAY JUN UL TAUG 'SEP 'OCT OV 'DEC
Corn crop calendar for most of Argentina lGEHE EI amtass Double.cropped soyhean (after whea) crop - P—
EN i calendar for most of Argentina ercent of total production
BuenosAies  54% e by province
Coroba 16 = i ] (1853810521 awerage)
Jan 'FEB WAR AFR MAT WUN |JUL TALG 'SEP 10CT 'NOV |DEC La Parpa % garr.;:: :4::
H o
Dkekios @ e T e T e o Seeaces o
Other 9%
JOINT AGRICULTURAL WEATHER FACILITY (NOAA/USDA) JOINT AGRICULTURAL WEATHER FACILITY (NOAAUSDA)

U.S. NAFTA Pdl’fnel’s === Canada / U.S. Foreign Exchange Rate (left)
=== Mexico / U.S. Foreign Exchange Rate (right)

(Feedgrain & Wheat Trade Effects) 22.5

Canada More NAFTA Currencies vs P

1.5 Dollar U.S. Dollar since 2013 00 _
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= 2
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£ 2
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Wheat

Il EBezef Cattle

Beef Cattle/Grain Bl Tobacco
B Grain/Livestock
M Dairying/Livestock

B Potatoes
B Fruits

M Vegetables

Agriculture

EU: Wheat Exports/Soybean Imports
Australia: Wheat/Sorghum Exports

U.S. Dollars to One Euro, U.S. Dollars to One

Australian Dollar

0.4

Europe
EURO

2000

fred.stlouisfed.org

2002

Australia
Dollar

2004

U.S./ Euro Foreign Exchange Rate
=== U.S./ Australia Foreign Exchange Rate

2006

USDS “weaker” vs Euro$ & AUSS for 2008-2013,
but “sideways - stronger” since early 2015

2008 2010 2012 2014 2016

myf.red/g/ctil
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Spring wheat (WMES)

Winter wheat (WME1 1, WME12)
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o Livestock Feed201¢/17 =5 400 bin bu

o Corn Ethanol201¢/17 =5 350 bln bu
o Other FS|2016/17 = 1.445 bln bu
o Exports2016/17 = 2.225 bin bu

U.S. Feedgrain Market Prospects:

Low Prices “helping” Use, but Large Supplies are “limiting prices”

- Record large World & U.S. feedgrain supplies

- Low Corn S’s have supported U.S. domestic use

- Sorghum exports declining from China “run” last 2-3 yrs

(9 year high —vs 5.858 bb in 2007/08)
(record high —vs = 5.200 bb last 2 yrs)
(record high —vs 1.429 bbin 2015/16)
(9 year high —vs 2.437 bb in 2007/08)

CME Corn Futures
Monthly Chart: Dec. 2007 — January 2017 + 2/13/2017
01/31/2017 C=359~6 +7"5 O=352"0 H—3|T1 0 L=351"4 Mow Avg-Exponential e
Il i -
u ? MAR 2017 || gos-~0
M N $3.75 2
U? “ u‘ 2/13/2017 Fe6Z"4
ﬂ ﬂ \I 5000
ﬂ ‘ ‘ UI ii.!.? LagzT~a
l Tyt o750
'202&2:.-99‘V72-6<;9‘-|—Y-- '201Tca 2011 2012 2013 201 Eél.ul_g"zo1 5 S‘z?oqle!ll][-ll-ﬁ [

Prepared by Daniel O’Brien, Extension Agricultural Economist
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HAYS , KS: Corn Basis - MIDLAND MARKETING

www.AgManager.info

81

Week 5 Week 10 Week 15 Week 20 Week 25 Week 30 Week 35 Week 40 Week 45

$ 2017 §2016 Q2015 2014 § 2013

Corn Basis, 02-08-2017

Basis = Cash Price - Ne

arby Futures Price

CBT Mar
Futures
Price: 53.71

$/Bushel

N 5 e
n
Y

www.agfiaager.info

K-State Research and Extension

Prepared by Daniel O’Brien, Extension Agricultural Economist
Kansas State University
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Corn Basis Deviation, 02-08-2017

Basis Deviation = Current Basis - 3 Year Average Basis (2014, 2015, 2016)

AL

32 www.agianager.info

K-State Research and Extension

Corn Cash & Futures Prices — Ofis, KS

Local Elevators — February 13, 2017

A

$5 \
3 s $3.83 $3.89 $3.94 $4.00
P
L
&
I $2.04 I $2.04 I I
S SR
5\ & » \)Q Q\ (} °~\ 0(,
() N \’o %0 o & S

\ mFutures Low Cash/FCS mmHigh Cash/FC$S Marketing Loan

Prepared by Daniel O’Brien, Extension Agricultural Economist
Kansas State University
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Kansas Corn Seasonal Cash S Index

Monthly Prices: 1999/2000 — 2015/16 + Forecast MY 2016/17
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100%

80%

Kansas Corn Seasonal Price Index(%)

60%
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~~~~~~~~~~ High ------85% o= Avg.PriceIndex ------15% - Low

2016/17 ($3.46 Avg$)

AN e 4 o03% SLO% TLO% gopu O25% oia¥ 92.0% 02.8% g5 oo 917 OLE¥ 01N 92.3% g1.5% 100% "
&7.9 T — & ..

125 | e —— ——— a—d--A | gQo g
/ \ - 80% <C
o
100 93.5 73] L 70% @
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10% e
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Prepared by Daniel O’Brien, Extension Agricultural Economist
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U.S. Corn Yields: 1973-20175

USDA 2017 USDA Forecast = 170.8 bu/acre

200 7 M U.S. Corn Yields (1990-2017) W KSU 2017 Trend
.
< " /
= 175 Trend Since 1990 {170.8]
L = = 16E.4 i
g U.S. Corn Yield = 112.92 bu + 1.99 bu/yr B
- 3 | [167.]
< l2 oo
&= 150 = — 145.8]
c -
£ e
L.': 125 4 - BN o=ty [234]
e -
d
@
& 100 -
ui
=]
75
S EFEFIPTHEHEFIESTESFTIILELSETISITIIITLELL S
FITEETTITITSTRRSSRRSETISIFRSS
~
§é
Year = R

20

154789

Billion Bushels

— i = i
14216 13601

15401

1731

15.540 16.430

Hit

1737

Marketing Years

Beginning Stocks I Production B Imports

--+--Total Supply

Prepared by Daniel O’Brien, Extension Agricultural Economist
Kansas State University
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2.0

Billion Bushels
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0.0
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U.S. Corn Ending Stocks & % Stocks/Use
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U.S. Corn PriceS vs U.S. % Stocks-to-Use
MY 1973/74 through “Next Crop” MY 2017/18

51.00

$3.00 1855/56

zms_.fu

4 MNew Crop™ 20016/17 |

- _I"Next Crop™ 2017/18
N

Zﬂw15

- ™
A

£y

February 14, 2017

5 10 15 20 25 30 35 40 45 50
U.S. Corn % Ending Stocks-to-Use

55

65

7O

World Corn (Maize) Production Regions

Prepared by Daniel O’Brien,

Kansas State University

Extension Agricultural Economist
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Monthly Crop Calendar for Corn |
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Sources: USDA, AMIS, and CHS, Inc. locations
*Production estimates are in million metric tons and come from the FAS/USDA's most recent monthly World Agricultural Production report.
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Prepared by Daniel O’Brien, Extension Agricultural Economist
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U.S. Corn SUsD adi ys WorldLess China 7 § /|

MY 1973/74 through “New Crop"” MY 2016/17

February 14, 2017

& 1986787

ss [ro12/13 &
2 %
a1 :
= | .
=
= sl N
8 = e
w453 . = &
o —— H J “Mew Crop" 201617 |
= = /
= 157374 e o -
= e e N
5 sz - e =
] B
- -
ol
=
51 ; ; ;
5 10 15 20

"World Less China™ Corn % Ending Stocks-to-Use
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Yellow numbers indicate the percent each state contributed
to the total national production. States not numbered
contributed less than 1% to the national total.

B Major Crop Area
[7] Minor Crop Area

* Major areas combined account for approximately
75% of the total national production.

* Major and minor areas combined account for

approximately 99% of the total national production.

3oum
2 et

J

* Major and minor areas and state production e
are derived from NASS county- and state-level production e ey e cwa br
data from 2006-2010.
USDA Agricultural Weather Assessments
&S World Agricultural Outlook Board O U < ..
Combia L85 | S
= Ancons
N -
B Sigonr
rain on . B &
g Nty
South s
& / Atlantio
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HAYS , KS: Grain Sorghum Basis - MIDLAND MARKETING

www.AgManager.info
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Grain Sorghum Basis, 02-08-2017

Basis = Cash Price - Nearby Futures Price
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Grain Sorghum Basis Deviation, 02-08-2017
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Sorghum Cash & Futures $'s — Ofis, KS
Local Elevators — February 13, 2017
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U.S. Sorghum Acreage: 2000-2017¢
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U.S. Sorghum Production & Supplies
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U.S. Sorghum & Corn %S/U vs U.S. Sorghum Price
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World Sorghum Grain Producers
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World Coarse Grain Supply, Use & Stocks |
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U.S. Sorghum S vs World Coarse Grain % S/U

MY 1973/74 through “New Crop” MY 2016/17
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World Wheat Market Prospects:

Large Supplies = A “Buyer’'s Market” (w. Quality concerns)

- Record World Supplies & Usage Forecast in 2016/17
o 4 consecutive record high World wheat crop

- Varying 2016/17 Crop Prospects
© US., Australia*, Russia, Kazakhstan, Arg., India, Canada, Mdl. East
8 Europe, N. Africa, China (small A’g in Ukraine & Pakistan)

- World wheat exports to remain a “buyer’s market” unless or
until World supplies & stocks decline

o “All World” vs “World Less China” perspectivee?g?

U.S. Wheat Market Prospects:

Moderate U.S. Exports Qudlitylssues | grge Stocks, & Low Prices

U.S. wheat exports are finding support from a lack of milling
quality wheat available in the World market

U.S. HRW Wheat 2016 = 11.2% protein, 60.7 Ib test, 1.2% defects
Vs 12.3% protein, 59.3 Ib test wt, 1.7% defectsin 2015

U.S. Spring Wheat?01¢ = 14.2% protein, 61.2 Ib test, 0.9% defects
Vs 14.2% protein, 61.4 Ib test wt, 1.0% defectsin 2015

U.S. SRW Wheat 2016 = 9.4% protein & 58.6 |b test, 1.4% defects
Vs 10.0% protein, 56.9 Ib test wt, 4.3% defectsin 2015

EEER

Prepared by Daniel O’Brien, Extension Agricultural Economist
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CME Kansas Hard Red Winter Wheat

Monthly Chart: Dec. 2007 — January 2017 + 2/13/2017
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Wheat Basis, 02-08-2017

Basis = Cash Price - Nearby Futures Price
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Wheat Cash & Futures Prices — Otis, KS

Local Elevators — February 13, 2017
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[2Th] R — USDA Early 2017 Wheat Planted Acres Estimate:
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U.S. Wheat Yields: 1973-2017¢s!

U.S. Wheat Yield Trend (2000-2017est)
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U.S. Wheat Use by Category & Stocks %
/

MY 2004/05 - “Next Crop” MY 2017/18
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World Wheat Production Regions

200 400 600 800 1000

Average regional wheat output (kg/ha)

Monthly Crop Calendar for Wheat

USDA Prod Est.
16/17|Change

Jan

Brazil 6.00 . H H H H H H
Canada Spring 30.50
US Spring 63.16
Australia 27.50

Frca

Russia Spring 72.00

Kazakhstan 16.50
China Spring 128.00 HS CHS Hedging
Ukraine Spring 27.00 &/ Jenna Roe

b i A - T - A - T - R -

Argentina 14.40
Russia Winter
Ukraine Winter

EU Winter 145.27
Turkey 17.50
Egypt 8.10
US Winter

India 90.00)|
China Winter
Sources: USDA and AMIS
*Production estimates are in million metric tons and come from the FAS/USDA's most recent monthly World Agricultural Production report.
**production estimates are for ALL WHEAT. Numbers will be listed next to the variety that comes first in the chart.

This material has been prepared by a sales or trading employee or agent of CHS Hedging, LLC and should be considered a

solicitation. The information contained in this presentation is taken from sources which we believe to be reliable, but is not guaranteed ! HS ) CHS Hedging

by us as to accuracy or completeness and is sent to you for information purpeses only. There is a risk of loss when trading commodity
futures and options. CHS Hedging, LLC bases its recommendations solely en the judgment of CHS Hedging, LLC persennel.
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World Wheat Supply, Use & End Stocks

MY 2007/08 — “Current” MY 2016/17
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World Wheat Exporters
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% Ending Stocks-to-Use

Marketing Year

World Wheat Ending Stocks & % Stx/Use
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U.S. Soybean Market Prospects: %’

“Strong” Use & Exports — but with Large Stocks & Weak Prices

- U.S. soybean exports in 2016/17 to remain historically large
in spite of higher U.S. Dollar exchange rate

o Depends on China imports & 2017 South American crops

- Low Prices have supported record high U.S. Soybean Use
o Crush201¢/17 =1.930 binbu (record > 1.886 bb in MY 2015/16)
o Exports2016/17 =2 050 bln bu (record > 1.936 bb vs MY 2015/16)

o “Uncertainty - Risk”"= 2017 South American soybean crops

CME Soybean Futures

Monthly Chart: Dec. 2007 — January 2017 + 2/13/2017
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HAYS , KS: Soybeans Basis - MIDLAND MARKETING

www.AgManager.info
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Sovbean Basis Deviation, 02-08-2017
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Soybean Cash & Futures S’s — Ofis, KS
Local Elevators — February 13, 2017
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Kansas Soybean Seasonal Cash $ Index

Monthly Prices: 1999/00 —2015/16 + “Current” MY 2016/27

February 14, 2017
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U.S. Soybean Use & Ending Stocks
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U.S. Soybean Use & Ending Stocks
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U.S. Soybean % Stocks/Use vs Price$
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World Soybean Supply, Use & Stocks Ly
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Monthly Crop Calendar for Soybeans

___ I
9/12/2016

Bloom

16/17|Change Jul JAug
Ukraine 400 0.00 NG
EU PRI H H H H P
Russia PX:IINN] H H H H P
us 11433 33| [CECEEY PP
China PAVEEE] H H OHOH P P
Canada ss3) (a2 GG &HS) CHS Hedging p lp
Indonesia Y] H H H H Jenna Roe P e
Mexico (kYo P P H H P P
India 9.70| (1.70) B -
Paraguay 9.17| 0.00 EENEE H H
Brazil 10100 (2.00) P H N
Argentina 57.00/ 0.00 H H
South Africa 112 0.0

Sources: USDA, AMIS, and CHS, Inc. locations

*Production estimates are in million metric tons and come from the FAS/USDA's most recent monthly World Agricultural Production report.

This material has been prepared by a sales or trading employee or agent of CHS Hedging, LLC and should be considered a
solicitation. The information contained in this presentation is taken from sources which we believe to be reliable, but is not guaranteed
by us as to accuracy or completeness and is sent to you for information purpeses only. There is a risk of loss when trading commodity
futures and options. CHS Hedging, LLC bases its recommendations solely on the judgment of CHS Hedging, LLC personnel.

éH )CHSHedging
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World Soybean Producers
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World Soybean Importers
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U.S. Soybean$ vs World % Stocks/Use
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Questions?

Daniel O’Brien - Kansas State University

www.AgManager.info

KSUGrains on Twitter
www.ksugrains.wordpress.com

“Daniel O’'Brien” on Facebook

KANSAS STATE

Department of Agricultural Economics
UNIVERSITY
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