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Weather
The forecast in South America is unchanged this morning.
Rainfall will run near to above normal in northern Brazil
over the next two weeks with near daily chances for
showers. Two week totals should range between 4-7”. In
southern Brazil, look for two week rainfall totals to
average near normal. Rain chances will be limited today
and tomorrow but we should see some rains redevelop
starting on Sunday and rain should continue for a few
days following. This event should provide excellent
coverage of rains ranging between 2-3” in a lot of areas.
Temps will be warm during the weekend but should cool
off next week.
Argentina should see rainfall over the next two weeks
average below normal. We should see some rainfall favor
northern areas during the weekend with totals between
.5-1.5” with some locally heavier amounts possible.
Southern areas will see much more limited rainfall. After
this activity, rainfall chances for the remainder of the two
week period look pretty limited but there are hints of a
return of decent rainfall chances late in the 11-15 day
period. Temps should average below normal.
No change to the US forecast. We’ve got snowfall moving
across the northern US over the next few days and a lot
of rainfall moving through the southeastern US over the
next week. As shown in the 6-10 day map, the odds favor
a continuation of the active precipitation pattern beyond
this week. The active precipitation pattern is largely due
to a divergence between cold temps in the northwest
with modestly warmer weather in the southeast, and that
pattern doesn’t appear to be breaking down much during
the two week forecast period.
Crops
We’ve spent most of the past week reviewing the
numbers for today’s big slew of USDA data. I won’t
continue to beat the dead horse today…I’ll just review what we’ve already covered and we’ll be on our way.
US 2018 Corn & Soybean Production
• “Officially” I’m assuming yield figures are that are pretty close to the average guesses. See my
comments from 1/31.
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“Unofficially”, I’m concerned the corn yield might prove smaller than anticipated. All of our yield
models, in addition to our crop tour, could never get as high as NASS got earlier in the season. A
“complicated” harvest amplifies our concern (and is a reason we’re slightly below consensus on
soybeans as well).
Quarterly Stocks:
• My guess on soybean stocks is 3,741 mb, which is slightly below the average guess. On paper, the weak
export program argues for a bigger stocks figure (less residual) but I’ve gone aggressive with the residual
due to “unconventional” storage (while silo bags) and harvest complications.
• My guess on corn stocks is 12,025 mb, which is also slightly below expectations. If my concern on the
corn yield is verified, it is likely that stocks could fall lower than this.
• My wheat stocks guess is 1,964 mb, which oddly falls the same as the average guess. I think one could
make the argument for a bigger residual during the quarter, however, so I’ll admit there is some
potential downside to that figure.
Winter Wheat Area:
January Winter Wheat vs. Expectations
• You can see to the right the average guess for winter
Actual
Expected
Miss
wheat areas is 32 mil acres, which would be the
2007 44.1
44.2
(0.1)
smallest in a long time. You can also see that there has
generally been a tendency for area to come in lower
2008 46.6
48.6
(2.0)
than expected, though last year was a notable
2009 42.1
44.2
(2.1)
exception. I would be tempted to say that last years’
2010 37.1
40.9
(3.8)
~32.5 mil acre estimate might be the low-end of
2011 41.0
40.9
0.0
“possible”, but this year could potentially be an
2012 41.9
40.9
1.0
exception due to the poor weather conditions this fall.
2013 41.8
42.6
(0.8)
Planting efforts were complicated across a very wide
area, stretching from HRW country in KS to SRW
2014 41.9
43.5
(1.6)
country in the Carolinas. I don’t consider it great odds
2015 40.5
42.6
(2.1)
to take the under vs such an already low number, but
2016 36.6
39.3
(2.7)
based on the talk I’ve heard around the country that
2017 32.4
34.4
(2.0)
seems like the bet to take right now.
2018 32.6
31.5
1.1
US Demand Projections:
2019
32.0
• In soybeans, I’m expecting WASDE to probably keep the
balance sheet largely unchanged. I think they should
lower their export projection and won’t be surprised if they do, but considering the recent business to
China and the hopes for a trade deal this might be something they wait on.
• In corn, look for reductions in both F&R and ethanol grind. Exports are likely to be left unchanged for
now I think. If the average guess on production is met, the reductions in demand largely serve as an
offset for the smaller production. If production is indeed smaller than expected, we could see carryout
drop more than expected.
• I’m torn on what to think on wheat exports. On one hand, the pace of commitments clearly favors a
reduction in the WASDE projection. On the other hand, business has improved and will likely remain
active for the next several weeks if not months. Gun to head, I’m guessing WASDE will probably cut
their projection a little today. That probably means the average guess calling for a ~20 mb increase in
carryout is probably close to correct.
•
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World Numbers:
• No major changes expected in world wheat numbers. We’re still waiting for the May WASDE before we
get new crop balance sheets.
• No major changes to the world corn balance sheet either. Argentina’s corn production figure will
probably be raised slightly.
• In soybeans, look for WASDE to cut Brazilian soybean production from their prior 122 mmt estimate.
Most seem to be looking for a 115-116 type of figure, but I think it’ll probably be a bit larger than that
for now. Probably no major change to the Argentine production figure yet. Chinese import demand
should be reduced, but WASDE is notoriously reluctant to make adjustments here so its possible they
punt.
Email me if you think I’ve missed anything of importance.
Livestock
I think it is worth noting that LCJ has reached its seasonal peak for open interest. You can see in the chart below
that LCJ’s open interest this year is higher than each of the past 5 years. If I went back a few more years there
would be several years with similar OI to this year, but I didn’t want to make the chart look too busy. April is of
course where the most OI lies right now, so obviously we should start feeling some roll pressure going forward.
Whether or not that will affect flat price action…anyone’s guess?

Financials
No major new economic data released overnight. Italian industrial production was released and it contracted
for a fourth straight month showing no signs of improvement in the economy there. The Euro is weaker at the
time of writing this morning and the DX chart is starting to show some signs of life. A German newspaper is
reporting that the US Commerce Dept is considering three different options on tariffs on auto imports. The US is
considering an import tariff of 10% which it sounds like would make the US equal to the EU’s tariffs. The second
option would be a tariff on only electric vehicles (Elon Musk must be hard at work lobbying for that one). And
thirdly would be a flat 25% tariff on imports. As we discussed earlier in the week, the Eurozone economy is
extremely dependent on exports as their economic engine and move like this by the US would be a big hit and
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would likely have significant FX ramifications. The report from the Commerce Dept on recommendations is due
by Feb 17, but it is my understanding that President Trump (aka Tariff Man) will have the final say on
implementation.
Energy
I saw an interesting note on Canada’s oil backlog yesterday. As you already know, the province of Alberta has
intentionally capped oil production in an effort to support oil prices in the region. As you can see in the chart
below, the spread vs. WTI at Cushing had fallen to ridiculous levels. The spread has narrowed up significantly,
which of course is partly due to the break in oil prices overall but also in response to the government’s efforts to
reduce production. The interesting report from yesterday is that the government’s efforts might now be
starting to backfire. Reports indicate that rail shipments of crude from Alberta have started to taper off
dramatically as crude oil prices have rallied. According to a Bloomberg report, rail volumes fell 56% last week
compared with three weeks earlier. With major pipeline bottlenecks, rail is the only way to move the marginal
barrel out of the region and if the price of oil isn’t cheap enough, its not going to move. This might not work out
the way the government had hoped…
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Today’s Calendar (all times Central)
• WASDE, etc – 11:00am
• Baker Hughes Rig Count – 12:00pm
Thanks for reading.
David Zelinski
dzelinski@nesvick.com
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901-766-4684
Trillian IM: dzelinski@nesvick.com
Bloomberg IB: dzelinski2@bloomberg.net
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.
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