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Weather
No changes to week 1 of US forecast. Wet conditions
this week as you can see to the right, though as usual
coverage is probably overstated. We're expecting
mostly AN temps to continue through the end of this
week as well. We do see very big changes in the week
2 portion of the forecast, with the maps this morning
decidedly drier and cooler. There will still be AN
precipitation in the Corn Belt in days 6-10, but days
11-15 should feature BN precipitation. We could see
BN temperatures across a big portion of the Corn Belt
during the 11-15 day period, and there will be a
chance for some freezing temps in the Northern
Plains perhaps as soon as Sep 26. NCEP GFS Ensemble Forecast 1—7 Day Precipitation (mm)
from: 17Sep2018
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There are no major changes in the outlook in South
America. Brazil will see active showers over the next
two weeks, but the best rains and coverage in Mato
Grosso are not expected to be seen until the 11-15
day period. Look for especially heavy rains in RGDS,
Parana, and Paraguay over the next two weeks, with
some 6-8” amounts possible. No significant rainfall in
Argentina through Friday, but rainfall should start to
increase as we get into the weekend. This increase
should last through the end of the 11-15 day period
and possibly beyond. Look for two week rainfall 3051
totals of 1-2” through most of the region and eastern
portions could see locally heavier amounts.
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Bias correction based on last 30—day forecast error

Australian wheat areas are looking at BN precipitation over at least the next 10 days. FSU wheat areas have
seen good rainfall over the past day or two. Mostly dry conditions look likely through Friday before additional
rainfall chances arrive for the 6-10 day period.

Crops

NOPA was out with their August estimate of US soybean crush yesterday and | think there are two observations
to make. For the old crop balance sheet, the NOPA number would imply that WASDE is likely to cut their 17/18
soybean marketing year crush estimate by probably ~5 mil bu next month. Admittedly, the F&O report in early
Oct might eventually dispute that claim, but there has been very solid consistency between NOPA and the F&O
official number over the past two years.

Probably more importantly is the implication | derive for the new crop balance sheet. This month’s crush figure
was lower than expected not because of any lack in soybean supplies or discouraging margins, but rather
because long-due maintenance just simply could not have been put off any longer. Note the chart below
showing the implied daily average crush rate over the past few years. This chart is based on F&O data where
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applicable, but for the Aug 17/18 figure I’'m making an estimate based on NOPA’s figure. | find it almost
humorous that the Aug crush pace was the lowest since Sept '17. | think this is a pretty good illustration that
crushers have been pushing as hard as they could to take advantage of the strong margins.

Implied Daily Average Soybean Crush Rate
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The implication for the new crop balance sheet is that the current WASDE projection of 2,070 mil bu is
essentially a maxed-out estimate. Yes there could be some modest upside of course, but unless there is actual
capacity being added that I'm unaware of (let me know if so, please) | think the need for maintenance downtime
will sharply curtail any WASDE desires to push the crush significantly higher from here. Export demand would
also appear optimistic with the lack of Chinese business as I've mentioned before, meaning any increases in
supply (IF we see any) should flow through to the bottom line.

Livestock

| didn’t see anything of particular interest in yesterday’s comprehensive beef report from USDA. As expected,
beef sales rebounded from the holiday-impacted low totals in the prior week. That being said, | didn’t view the
total export numbers as particularly impressive as they were well below the average seen so far this year.

Yesterday’s recap of MPR volume showed bigger than expected totals. The breakdown below shows last week
was one of the bigger weeks we’ve seen this year. There was no doubt that we were looking for a rebound in
volume following the holiday period, but this would imply that the packer probably has pretty good coverage at
the moment. The surge last week was due to a big increase in formula cattle, as shown in the second chart
below. Negotiated trade was actually slightly smaller than the prior week. | would think this might allow the
packer to take his foot off the pedal in the cash market here this week, but we’ll see.
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Total MPR Volume
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Financials

We've got a busy week of housing data to chew through,
and it gets kicked off with the NAHB housing market
survey this morning and continuing with building permits
and existing home sales later in the week. This will be of
interest as the housing data lately has been one of the
weakest links in overall US economic data. The chart to
the right breaks down Bloomberg’s Eco-Surprise index by
subcomponents. On the left, you see that housing and
real estate data has come in very soft vs. expectations
recently. The second chart to the right shows the
individual breakdown of housing data components. Last
month’s NAHB index was actually pretty solid relative to
the “hard” data so it will be interesting to see if that
continues this month. We mentioned UST yields
yesterday, but obviously US mortgage rates are creeping
higher as well. According to Bankrate.com, the US
national average 30-year fixed mortgage rate is up to
~4.53% which is a level US home buyers haven’t had to
deal with since late 2013.
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No major new information to pass along this morning. Yesterday’s announcement of additional tariffs against
China is hardly “news” nor is the vowed retaliation by China. I’'m seeing some headlines of discord in Italian
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budget negotiations, which is prompting some weakness in the Euro this morning, but then again that shouldn’t
come as a surprise to anyone either. Australia’s central bank warned that the US-China trade situation could hit
their economic outlook yet at the same time suggested they are looking to hike rates, providing a boost to AD
overnight.

Energy
| missed reporting on this last week due to travel, but | think it is important to note the following headline and
graphic the EIA presented on their website:

The United States is now the largest global crude oil

producer
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The EIA notes US production first exceeded Saudi production in February for the first time in two decades and
this is the first time we have surpassed Russian production since Feb 1999. Keep in mind that the EIA does not
consider condensate to be crude oil in this case, so US production is really bigger than what they’re picturing
above.

(If you’re wondering, condensate is oil that condenses into a liquid after being freed from shale wells where it
originally sits in gas form.)

Today’s Calendar (all times Central)
¢ NAHB Housing Market Index —9:00am

Thanks for reading.
David Zelinski
dzelinski@nesvick.com
901-766-4684
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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.



