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Trading Investments. Advice world Output cuts Stocks & Supplies Outside of China Lowest since 2013
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Stocks to lowest level in 5 years

China's Higher Stocks drop Other World Wheat
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U.S. Winter Wheat Output by Type U.S. Wheat Supply/Demand
1200 2017/18 2017118 2017/18 2017/18 2018/19  2018/19
(Milions) USDA USDA USDA  USDA USDA USDA
Feb Mar April May Ag Forum May
1000 — Planting Acres 46.01 46.01 46.01  46.01 46.50 46.68
Harvested Acres  37.59 37.59 37.59  37.59 38.80 39.10
% Yield in Bu. 46.3 46.3 46.3 46.3 47.4 471
K=
g Initial Stocks 1,181 1,181 1,181 1,181 1,009 1,070
[ii} Production 1,741 1,741 1,741 1,741 1,839 1,821
5 Imports 155 155 155 155 135 135
@ Ttl Supply 3,076 3,076 3,076 3,076 2,983 3,027
0
= Food 955 955 955 963 955 965
s Seed 62 62 62 63 62 62
Feed/Residual 100 100 70 70 110 120
Ttl Domestic 1,117 1,117 1,087 1,096 1,127 1,147
Export 950 925 925 910 925 925
Ttl Usage 2,067 2,042 2,012 2,006 2,052 2,072
N o o > 6 o HRW End Stocks 1,009 1,034 1,064 1,070 931 955
‘ ZWW ESRW EHRW ‘ N 2 b Stks/Use Ratio 48.8% | 50.7%  52.9% 53.4%  454%  46.1%
Source: USDA & Price Group & Trade Ave. Est. 1.065 930

What’s Ahead Given 2018’s the late development of hard red crop in the S Plains, the market has remained
sensitive to this region’s growing conditions since the report. After last week’s heat, rains have been in the
forecast for the coming week since the May report. This outlook and conditions in the Black Sea will be main
price factors over the next 4- 6 weeks. Have 40-45 percent of 2018/19 crop sold or hedged at this time.
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Market Analysis
May’s USDA World wheat stocks showed their first

drop since the 2012/13 crop year last week. As suspect-
ed, the Ag Department reduced its world output forecast
by 10.6 mmt to 748 mmt. Russia and the EU are the
world export competitors projected to have lower output
while Argentina, Australia and Canada are the countries
with modest increases in 2018. This year’s US crop is
also forecast to be up 2.2 mmt. The USDA did raise their
2018/19 world demand by 1.4% to 753 mmt this year.
This tightens their world’s carryover forecast by 6 mmt to
264.3. Because of computer programming issues, the
USDA didn’t separate China out of the world data as ex-
pected. However, China’s USDA crop size is projected to
remain stable at 129 mmt while consumption may rise by
3 mmt to 120 mmt. This will result in their stocks increas-
ing 11.8 mmt to 138.6 mmt. This means China will make
up 52% of the world stocks while the balance of world’s
stocks is projected to be the lowest since 2012/13 at
125.7 mmt. In practical terms, this means an 18 mmt
drop in non-Chinese stocks leaving the current available
tradeable supplies at their 6 year lows in 2018/19.

Given 2018’s extensive SW drought & the Kansas crop
tour results, trade ideas for the 15 USDA winter wheat
crop were low. The USDA’s 1.192 billion bu. estimate
was 14 million higher than the average guess. May’s
hard red and white wheat levels were similar to the trade
while the initial soft red forecast was higher. Another dif-
ference was the USDA assigning a 630 million bu. output
to spring/durum seeding vs. the trade using a 600 million
bu. level for this portion of the crop. Overall, the USDA
reduced some old-crop export demand while it upped
some domestic food demand resulting in 1.07 billion bu.
stocks. The USDA also upped its new-crop food and feed
usage, but left exports at Ag Forum levels for 2018/19
yielding a 955 million bu. stocks level.

Disclaimer — The information contained in this report reflects the opinion of the author and should not be interpreted in any way to represent the thoughts of The PRICE Futures Group, any of its affiliates, nor any of its employees. Futures and
commodity option trading involve significant risk of lose and may not be suitable for every investor. Information contained herein is intended for informational purposes and is not to be construed as an offer to sell or a solicitation to buy or trade in
any commodity or security mentioned herein. Information is obtained from sources believed reliable, but is in no way guaranteed. This author does not trade in the commodity contracts being discussed in this report. Opinions, market data and
recommendations are subject to change at any time. Past results are not indicative of future results. Charts are developed by the author from USDA, other public data and proprietary models unless otherwise noted & credited.




