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Weather

No significant changes to the forecast over the weekend.
Northern Brazil should see near normal rainfall totals
over the next two weeks. Rainfall amounts in week 2
should be better than week 1 in northern areas, which
you can see in the maps at the right. Southern portions
of the country should also see rainfall amounts average
relatively near normal over the next two weeks. Here,
however, we should see better amounts in Week 1 of the
forecast than in Week 2. We should continue to see
some notable heat through central portions of Brazil with
some 95-100 readings possible through Minas Gerias,
Bahia, and Goias.

Argentina is also expecting near normal rainfall totals
over the course of the next two weeks. There will be
some scattered showers over the next few days with
mostly dry conditions later in the week and during the 6-
10 day period. The best rains will probably be seen in the
11-15 day period. Temps should average a bit above
normal, but nothing extreme.

Nothing new in the US forecast. We should see fairly
clear conditions in terms of precipitation in the Corn Belt
this week. Temps will be cold this week, averaging well
below normal. We should see temps gradually warm up
a bit next week.

Crops

We as an industry probably spend too much time nit-
picking USDA numbers. I'm certainly guilty of it at times.
We don’t always have to see eye-to-eye with the USDA.
For example, | don’t think they should have cut corn
exports in their report on Friday, but | understand why
they did it. 1 don’t think they should have cut soybean
crush this early, but | understand why they did it. One
thing that does stand out as a bit peculiar, however, is
their objective yield data for soybeans. They managed to
keep soybean yield unchanged from the prior month with
some unusual changes in their objective yield numbers.
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NCEP GFS Ensemble Forecast 1—7 Day Precipitation (mm)
from: 10Nov2019

10Nov2019—16Nov2019 Anomaly
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Bias correction based on last 30—day forecast error
CPC Unified Precip Climatology {1981—-2010}

NCEP GFS Ensemble Forecast 8—14 Day Precipitation {mm}
from: 10Nov2019
17Nov2019—23Nov2019 Anomaly
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That doesn’t make it “wrong”, but it is something worth pointing out and worth keeping in mind for the January

final.

Typically pod counts increase from month to month in the objective yield data. This year has been unusual from
the start as pod counts have declined since the initial September report. We saw a decline from Sep to Oct and
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now we have another decline from Oct to Nov. You can see in the chart below how unusual this year. Note that
there is no data for 2013 because we didn't have an Oct report that year due to the government shutdown.
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So to keep the national average soybean yield unchanged with fewer pods, you obviously have to see an
increase in the pod weights. Again, this is a somewhat unusual development in the objective yield numbers.
Increases in pod weights from Oct to Nov have happened before, but it certainly isn’t common.
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There is a general rule of thumb for pod weights to come in higher when there are fewer pods, and we certainly
have a low overall pod count this year. There is also a tendency towards higher pod weights as the years
progress due to improvements in yields over time. Still, based on conditions one has to scratch their head a bit
at the Nov pod weight figure presented by NASS on Friday.

Soybean Condition Index vs. Pod Weight (November)
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| can’t say for certain the pod weight is too big and that it will lead to a lower yield in January, but | think it is
something we need to keep in mind when we get to that report. For now the NASS yield “is what it is”...and the
market will have to accept it and move on.

Livestock

China reported inflation statistics overnight and the food inflation numbers are something worth mentioning
quickly here this morning. Though it really doesn’t come as a huge surprise, China reported pork CPI is now up
100% YOY. Total food CPlis up 15% YOY. The last time Chinese total food CPI was running this hot was in 07/08.
| can’t find a hotter pork CPI number in my dataset. As noted last week, we’ve seen a dropoff in US shipments of
pork to China in the past month or so. Shipments from other origins might be running stronger, but | wonder if
these inflation figures will be even greater incentive to import pork and other proteins.
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China Food CPI
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Financials

In terms of “new” information, there is very little to pass along this morning. There is still no clarity on US-China
trade talks and the fears remain that a Phase 1 deal is unable to be reached. President Trump did say over the
weekend that talks were moving along “very nicely”, but the market is sick and tired of hearing this sort of thing.
We also have the looming impeachment drama likely to take center stage later this week with important public
testimony from some key figures on Wed/Thur. The violence in Hong Kong is certainly nothing “new”, but it
took a nastier turn over the weekend with a couple of protestors being shot. This only sets the stage for further
escalation in the protests. This is certainly a situation that just isn’t going away. Mix all of the above together
and you’ve got the “grumpy” risk-off markets we’re looking at this morning. With the government essentially
shutdown today for the Veteran’s Day holiday, there isn’t any specific data point we can hope to reverse
sentiment today. We do have the Boston Fed Pres speaking overseas early this morning that might provide
some market-moving material, but | wouldn’t get my hopes up. If we’re going to get something to change

sentiment today, it’ll probably have to come in the form of some sort of trade headline —and we know there is
simply no predicting that.

Energy

Crude oil futures are trading lower this morning. Part of the rationale for the lower price action is the overall
risk-off tone of markets this morning. In addition to the negative sentiment, we also have word from Oman’s oil
minister saying that OPEC and its partners are unlikely to announce deeper production cuts when they meet
later this month. Iran also announced the discovery of an oilfield holding the equivalent of 53 billion barrels of
oil over the weekend. They did not announce how much of the oil could be developed commercially and the oil
ministry is expected to hold a press conference on the matter today. Iran is already ranked fourth in the world

in available oil reserves. lIs it a coincidence that Iran “finds” this new oil discovery when Aramco is ramping up
its IPO efforts??
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Today’s Calendar (all times Central)
e Veteran’s Day so all government reports delayed

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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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.



