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Weather 

No significant changes to the US forecast this morning.  

Again I have the 5-day QPF map shown to the right.  The 

Corn Belt should see mostly dry conditions today but we 

should see rains develop tomorrow and this will linger 

through Saturday.  You can see the IA/MO is favored for 

the biggest amounts, but much of the Corn Belt will see 

chances for .5-1.5” during this period.  Some of this 

precipitation will fall as snow as well.  Dry weather should 

be seen early next week, with the next chance for 

precipitation probably coming Wed/Thu of next week, 

with additional snow a definite possibility from this event 

as well.  This system will likely be followed by another 

few days of drier weather but the models continue to indicate excellent agreement on additional precipitation 

(above normal) during the next 11-15 day period as well. 

 

The Corn Belt will briefly see some cold temps this weekend with highs in the 30s and 40s with some sub-

freezing lows possible.  We’ll see warmer weather really kick in around mid next week with a lot of near to AN 

temps through the end of the two week forecast. 

 

Crops 

We’ll be taking a very quick look at soybean quarterly stocks this morning.  If you recall from yesterday’s 

commentary, the average guess for soybean stocks is 2,702 mil bu which would be up almost 30% from year ago 

levels.  Actually, I’m personally taking a low-confidence over vs. the average guess, though probably not by a 

large enough amount that will truly excite the market.  My breakdown of expectations is shown below. 

 

 
 

We basically have all the crush data we need.  We have official NASS numbers for Dec/Jan and we have NOPA 

for Feb.  That should give us a good handle there.  On exports we only have Census numbers for Dec, but 

US Soybean Quarterly Supply and Demand

11/12 12/13 13/14 14/15 15/16 16/17 17/18 18/19

Stocks (Dec 1) 2,370         1,966         2,154              2,527              2,715              2,898              3,160                     3,736              

Dec-Feb

Imports 3                 5                 8                      9                      6                      7                      5                             4                      

Crush 445             477             486                  498                  482                  491                  516                        531                  

Exports 479             522             712                  725                  680                  728                  595                        491                  

Seed -             -             -                  -                  -                  -                  -                         -                  

Residual 74 (26) (31) (14) 27 (53) (55) (25)

Total Use 999             973             1,167              1,209              1,189              1,166              1,056                     997                  

Stocks (Mar 1) 1,374         998             995                  1,326              1,531              1,739              2,109                     2,743              

Stocks/Use -Q 138% 103% 85% 110% 129% 149% 200% 275%

Stocks/Use-MYTD 71% 45% 39% 49% 59% 63% 81% 122%

H1 Total Use 1,944         2,223         2,519              2,709              2,599              2,766              2,614                     2,246              
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inspections should get us close enough for Jan/Feb.  That of course leaves residual as the key guesstimate for 

the overall stocks figure.  You can see that I’m assuming a relatively “big” residual use figure in the table above, 

at least compared to the past few years.  As shown below there is a fairly solid relationship between Q1 residual 

and Q2.  Usually, the bigger the residual in Q1, the more negative the residual in Q2.  You can see that Q1 

residual this year was one of the largest we’ve seen in recent history, so it seems reasonable to expect a sizeable 

flip negative in Q2.  That said, I’m personally shading my residual estimate higher (less negative) to account for 

the likelihood of continued higher-than-usual on-farm storage.   

 

 
Bottom line, I’m taking the over vs. the average guess on stocks even while “fudging” my residual bigger than I’d 

otherwise put it.  If I’m wrong on the residual, maybe stocks could surprise to the upside in a meaningful way? 

 

Livestock 

Another day, another leg higher in pork prices.  The overall cutout is now higher than it has been since October.  

The belly primal is higher than it has been since summer 2018.  Obviously this ongoing strength, on the margin, 

should be supportive to LH futures. 

 

In cash cattle trade, we saw some 126 action yesterday in KS.  There were all sorts of caveats surrounding the 

“talk” on this trade.  Light volume…with time…apparently cattle in poor condition…etc.  A lot of reasons for it to 

not necessarily set the tone for the market this week.  Still, considering futures have been hit this week and the 

surprising COF numbers, I wouldn’t be totally shocked to see a modestly weaker cash market this week.  Note in 

the chart below, however, that basis is pretty soft at the moment.  Not record weak or anything, but definitely 

on the low in of the range.  With the board already softer this week and with basis already weak, will lower cash 

trade really mean much to the board?  Then again, I also know many would probably be willing to fight me for 

even considering lower cash trade… 
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Financials 

Dovish central banks are the main highlight overnight.  First overnight the Reserve Bank of New Zealand noted 

that a “weaker global economic outlook and reduced momentum in local spending” makes it more likely to cut 

rates.  This has had a negative impact on both the Kiwi and the Aussie overnight.  ECB President Draghi also 

spoke last night noting that risks were skewed to the downside.  German 10y bund yields are promptly back to 

trading in negative territory as I write this morning.  Finally, President Trump’s new Fed board nominee Stephen 

Moore said in a NYT interview that the Fed should immediately reverse course and cut interest rates by 50bps.  

With all this dovishness everywhere, it really should come as no surprise to see bond yield getting hit again this 

morning.  I’m a bit surprised that gold and its gang aren’t a bit higher too.   

 

In economic data today we have the US trade balance.  While this shouldn’t greatly influence price action today, 

it will be interesting to watch as Lighthizer and Mnuchin arrive in Beijing later today for the next round of official 

negotiations tomorrow.  

 

Keep an eye on Turkey.  CDS values are ripping higher.  The government has been manipulating the currency 

stronger.  I have a chart here showing the USDTRY and you can see it really hasn’t moved a ton, but this is all due 

to government intervention.  In a world of lower yields, interesting to note that Turkish yields are rallying 

sharply.  I’m not sure what influence this situation might have over markets in general, but I do think it is 

something noting. 
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Energy 

An interesting article on Bloomberg this morning discussing the fact that two US oil cargoes have been turned 

away from South Korea being rejected for “contamination that makes processing difficult”.  The article goes 

through some detail explaining that in the US a lot of the pipeline, tanker, and vessel infrastructure for various 

types of oils and other products is shared.  This means some US crude oil is risking picking up “pollutants such as 

oxygenates, metals, and cleaning agents”.  In the Middle East, as an example, most different oil variety has its 

own designated infrastructure.  As the US turns its attention to exporting more oil, this might be something the 

industry really wants to get a handle on quickly. 

 

WTI futures are slightly lower at the time of writing this morning due to a surprising oil inventory build reported 

by API.  Expectations have been for US crude oil stocks to fall 2.5 million barrels this week, but API showed an 

increase of 1.9 mil in their release yesterday afternoon.  Keep in mind traffic in the Houston shipping channel 

has been disrupted for a while, making trade numbers difficult to predict which might make today’s inventory 

number even more volatile.   

 

Today’s Calendar (all times Central) 

• Trade Balance – 7:30am 

• EIA Petroleum Inventories – 9:30am 

 

Thanks for reading. 

 

David Zelinski 

dzelinski@nesvick.com 

901-766-4684 

Trillian IM: dzelinski@nesvick.com 

Bloomberg IB: dzelinski2@bloomberg.net 
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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.  


