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Weather 

Mostly dry weather today and tomorrow and then the 

forecast becomes very uncertain.  Some rains will fall in 

northwestern portions of the Corn Belt during the weekend 

with potential for showers in southeastern areas early next 

week. How much rain will fall and where is still very much up 

for debate.  Going forward, we’re looking at a pattern similar 

to what we saw last week.  That will mean rainfall chances 

but predicting exactly where is almost impossible.  Some 

areas will receive very good rainfall while others could be 

entirely missed.  Near normal temps are expected over the 

next few days.  Some warmer temps in the extended outlook 

but nothing major. 

 

Crops 

GASC with a somewhat big wheat purchase yesterday.  This is the third GASC tender we’ve seen this month, and 

I think we might need to keep an eye on the GASC purchases here for a bit.  The chart below shows a recent 

history of the average price paid at the various GASC tenders.  Notice that price bottomed last year in June 

before rallying pretty sharply through year end.  I think this is worth noting because US SRW and HRW FOB 

prices rallied along side the GASC average price paid through the fall last year. The difference was the GASC 

prices continued to move higher while US prices simply treaded water.   

 

 
 

Anecdotally, I continue to hear some negative commentary about Russian wheat yields so far.  WASDE remains 

among the most aggressive analysts with a 74 mmt production number (down from 78 mmt in June).  That 
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might represent reasonable downside with most other private guesses I’ve seen coming in around 76 mmt.  That 

said, if we continue to see Russia’s crop estimate shrink we might expect to see GASC become a bit more 

aggressive and higher GASC purchase prices might be supportive to US FOB levels on the margin. 

 

Note in the chart above I’m comparing GASC CNF purchase prices vs. US FOB levels.  Not apples-to-apples, I 

know, but I think the point is still valid.  It is also worth noting that Russian FOB levels are still a clear discount to 

US values right now so I am in no way suggesting that the US is in the realm of being competitive in GASC 

tenders.  Just food for thought.  Thoughts appreciated.   

 

Livestock 

Nothing new to report in cash cattle trade yesterday.  The country seems to be at a stand-still for now.  With the 

board trading higher, it seems reasonable to think that cash should trade a little higher. That seems to be 

general consensus right now, but the one argument I’ve been hearing from a few spots lately is that packers 

hold a lot more August contracts vs. last year and thus the need for negotiated trade will be lower.  This would, 

according to the argument, mean that packer demand for negotiated trade will be less and this could weigh on 

reported cash trade and of course futures.  I understand the thought process, but I guess I’ll ask for a little help 

here… if the forward contracts are big that’s fine but it doesn’t change any of the math regarding placed-

against numbers, right?  Weights, grading, basis, and marketings would all imply to me that we have pulled-

forward some cattle here.  If that is the case, and if we’re assuming some of those August cattle contracts were 

not among those pulled forward, then could one make the argument that supplies for “normal” negotiated 

trade might actually be smaller than packer demand IF packer margins hold up??  Thoughts greatly appreciated.   

 

You probably saw the Bloomberg article yesterday noting record high Chinese beef imports for June.  Imports 

were up 61% YOY to 134k mt.  Pork imports were actually down slightly from May but still up 63% YOY to 160k 

mt.  Below I’ve combined the two figures and you can see that we’re just barely off of last month’s new record 

for combined beef/pork imports.  Note that the data reported yesterday is just preliminary data, though it is 

unlikely to change much.  The point here is that this trend for new records is likely to continue in the months 

ahead.   
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Financials 

Weak PMI data in Europe overnight.  Germany’s PMI was the lowest in 7 years at 43.1 and France came in under 

expectations as well.  The Eurozone composite PMI fell to 51.5, which was well below expectations.  Interesting 

timing for this weak data with the ECB meeting tomorrow to announce their new monetary policy.  The ECB is 

expected to signal additional monetary stimulus, but of course policy rates there are already negative.  Look for 

the ECB to possibly announce a resumption of QE. 

 

Here in the US, it’s a big day for earnings reports.  T has already posted some disappointing results.  Other 

headliners today include BA, CAT, F, TSLA, and FB.  Also on tap today is Mueller testimony…which should be 

interesting. 

 

Energy 

Iran’s foreign minister making some headlines late yesterday.  He said Iran will make “utmost efforts” to allow 

safe passage of tankers in the Persian Gulf region.  He also urged the EU to try to work against the US sanctions 

and allow for oil sales.  Iran “expects Europe to take a clear stance in opposing the US policies of cutting down 

Iran’s oil exports to zero” he said.  Nothing new to report on the UK oil tanker that Iran is holding at present.  

 

Today’s Calendar (all times Central) 

• Markit PMI – 8:45am 

• New Home Sales – 9:00am 

• EIA Petroleum Inventories – 9:30am 

 

Thanks for reading. 

 

David Zelinski 

dzelinski@nesvick.com 

901-766-4684de 

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 
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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.  


