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Weather

Rainfall in northern Brazil will run mostly below normal
over the next two weeks. That still means a lot of 2-5”
amounts during that period, though northeastern areas
will see smaller amounts. We should see some fairly
widespread above normal temps for the remainder of the
week, meaning a lot of 90-95F highs.

Rainfall in southern Brazil will run mostly above normal
over the next two weeks. Rainfall totals should range
from 3-5”, but some lesser amounts possible in RGDS.
Rains will be seen over the next few days in most areas
except RGDS, where rains will return during the weekend
and should stick around through the end of the 11-15 day
period. With the rainfall in the area, it should come as no
huge surprise that there is no threat of excessive heat in
the area over the next two weeks.

Rainfall in Argentina should be split between above
normal amounts in the far northern and northeastern
areas and below normal amounts everywhere else to the
south. Rainfall over the next two weeks will be under 1”
for La Pampa, Buenos Aires, and southern Cordoba and
Santa Fe. To the north there will be chances for 2-4”
rainfall amounts. The best rains for the period will likely
fall this weekend. Temps will be very hot today and
tomorrow with a lot of the area seeing 95+ highs and
some 100s will almost certainly be seen. Cooler temps
should return later in the week with no major heat for
several days beyond that.

Crops
We're going to look very quickly at balance sheet

prospects today ahead of the WASDE report. | haven’t
spent much time building up to today’s report as | really
don’t think WASDE will have put much time in to things
either. | really expect very little change from their prior
numbers. Keep in mind that US production levels will
NOT be adjusted today, so that will keep the fireworks
reserved for the January report.

Wheat-
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This is going to be really short. Below | have a breakdown of what | expect from WASDE in their balance sheet

today. Yes, | expect WASDE to be completely unchanged.
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US All-Wheat Supply & Demand Estimates (Million Bushels/Million Acres)

USDA USDA USDA USDA USDA Possible?
15/16 16/17 17/18 18/19 " 19/20 Nov 19/20
Carryin (Sep 1) 752 976 1,181 1,099 1,080 1,080
Production 2,062 2,309 1,741 1,885 1,920 1,920
Imports 113 118 157 135 120 120
Total Supply 2,927 3,402 3,079 3,119 3,120 3,120
Food Use 957 949 964 955 955 955
Seed 67 61 63 59 61 61
Feed & Residual 152 156 51 90 140 140
Total Domestic 1,177 1,167 1,079 1,103 1,156 1,156
Exports 775 1,055 901 936 950 950
Total Use 1,952 2,222 1,980 2,046 2,106 2,106
Carryout (May 31) 976 1,181 1,099 1,080 1,014 1,014
Stocks/Use 50.0% 53.2% 55.5% 52.8% 48.1% 48.1%

Last month we saw a big adjustment to production and WASDE carried that over with some modest adjustments
to domestic consumption. Any further changes to domestic consumption will probably wait until next month
when we get quarterly stocks and have some disappearance numbers to work with. Given the pace of export
sales, one could certainly make the argument that WASDE might lower their export figure slightly this month.
That would not shock me, however | think it is likely that WASDE will lean towards cutting production from both
Australia and Argentina this month. That might leave them a bit hesitant to cut US exports for the moment. So,
that leaves me expecting virtually nothing out of WASDE today. The average guess on ending stocks would
seem to agree with me.

Soybeans —
You’re going to notice a theme here. Below is the breakdown of my expectations for the soybean balance sheet

later today. Same thing...looking for no change vs. WASDE's prior estimates.

US Soybean Supply and Demand (Million Bushels/Million Acres)

USDA USDA USDA USDA USDA Possible?
15/16 16/17 17/18 18/19 r19/20 Nov 19/20
Planted Acres 82.7 83.4 90.2 89.2 76.5 76.5
Harvested Acres 81.7 82.7 89.5 87.6 75.6 75.6|
Abandoned Acres 1.0 0.7 0.7 1.6 0.9 0.9
Yield 48.0 52.0 49.3 50.6 46.9 46.9
Carryin (Sep 1) 191 197 302 438 913 913
Production 3,926 4,296 4,412 4,428 3,550 3,550
Imports 24 22 22 14 20 20
Total Supply 4,140 4,515 4,735 4,880 " 4,483 4,483
Crush 1,886 1,899 2,055 2,092 2,105 2,105
Exports (Census) 1,936 2,174 2,134 1,748 1,775 1,775
Seed 97 105 104 89 96 96
Residual 24 36 5 39 32 32
Total Use 3,943 4,213 4,297 3,967 4,008 4,008
Carryout (Aug 31) 197 302 438 913 475 475
Stocks/Use 5.0% 7.2% 10.2% 23.0% 11.9% 11.9%
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WASDE lowered crush 15 mil bu last month. | thought they jumped the gun on that and the past month’s record
crush pace somewhat supports my argument. That said, it is still early in the season and so WASDE has plenty of
time to wait and see on their new number and | don’t know why they’d be in a big rush to reverse course after
just one month. As for exports, you can certainly make lots of different arguments. The bottom line to me is
that commitments are running above year ago levels and are also running ahead of the “pace” seen last year.
Additionally, WASDE presumably doesn’t know anything more about the state of US-China negotiations than the
rest of us. Finally, there is no reason to expect WASDE to make adjustments to South American production
totals and thus no major adjustments would be likely to world flows...so it just makes sense to expect nothing
from WASDE | think. There certainly could be some tweaks in the product balance sheets. Might see meal
domestic disappearance increase at the expense of exports. And soyoil export commitments are running at a
strong pace that might prompt an increase there.

Corn-

First thing we have to do here in point out how ridiculous it is that the “average guess” from the newswire
survey is largely influenced by a low-ball estimate. The average guess is 1,861 mil bu vs. last month’s 1,910 mil
bu ending stocks. The low estimate is 1,190 mil bu, which weighs on the average by a fairly good margin,
especially considering there are a few other very low estimates. | would presume these analysts are forgetting
that there will be no adjustment to production today. Eliminating the outliers would put most of the guesses
right around, plus or minus a little, last month’s ending stocks estimate from WASDE. | would agree with that
consensus, as shown below.

US Corn Supply and Demand (Million Bushels/Million Acres)

USDA USDA USDA USDA USDA Possible?
15/16 16/17 17/18 18/19 r19/20 Nov 19/20

Planted Acres 88.0 94.0 90.2 89.1 89.9 89.9
Harvested Acres 80.7 86.7 82.7 81.7 81.8 81.8
Abandoned Acres 7.3 7.3 7.5 7.4 8.1 8.1
Yield 168.4 174.6 176.6 176.4 167.0 167.0
Carryin (Sep 1) 1,731 1,737 2,293 2,140 2,114 2,114
Production 13,602 15,148 14,609 14,420 13,661 13,661
Imports 67 57 36 28 50 50

Total Supply 15,401 16,942 16,939 " 16,588 15,825 i 15,825
Feed and Residual

Total Feed and Residual 5,131 5,470 5,304 5,618 5,275 5,275
Food, Seed, and Industrial

Corn for Ethanol Fuel 5,206 5,439 5,605 5,376 5,375 5,375

Other FSI 1,429 1,446 1,452 1,415 1,415 1,415
Total FSI 6,635 6,885 7,057 6,791 6,790 6,790

Total Domestic Use 11,766 12,355 12,361 12,409 12,065 12,065
Exports (Census) 1,898 2,294 2,438 2,065 1,850 1,850

Total Use 13,664 14,649 14,798 14,474 13,915 13,915
Carryout (Aug 31) 1,737 2,293 2,140 2,114 1,910 1,910
Stocks/Use 12.7% 15.7% 14.5% 14.6% 13.7% 13.7%
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Once again, you can see that I’'m calling for no change from prior WASDE projections. In terms of domestic
demand, | don’t see any new information to give them reason for change. They certainly could tweak F&R at
any point, but | presume they’ll wait for quarterly stocks before making an adjustment there. Ethanol
production was lowered last month by 25 mil bu, and while one could certainly make an argument for additional
downside | think the pace of production along with the declines in inventories would be possible arguments of
possible upside. With that in mind, | would bet on an unchanged figure for now. Exports might be where | am
wrong here. The pace of export sales remains very weak and could certainly argue for further downside. As |
have pointed out several times in the past few weeks, there are reasons to suspect that can and will change in
the weeks/months ahead, but we know WASDE is highly influenced by the “pace”. With that in mind, | certainly
won’t be shocked to see another ~50 mil bu reduction to export demand today. That said, with little likely to
change in global balance sheets | think WASDE can simply punt on the number today and wait for big
adjustment to the balance sheet in next month’s report.

Sorry if all of the above seems “lazy”. | know WASDE doesn’t typically do nothing. | just don’t see anything that
stands out vs. the projections they gave us last month. Thoughts appreciated.

Livestock

As a general rule, nothing major stood out to me yesterday in the weekly data deluge for cattle or beef.
However, | would point out that MPR volume reported for last week was definitely bigger than | expected. |
knew it would be up from the extremely low level seen the prior week, but | was not expecting such an
impressive rebound. Note the chart below. Last week’s total MPR volume was one of the highest levels we’ve
seen in several months. | definitely couldn’t tell that as | watched the news trickle in quietly on cash trade last
week.
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I think the above is an interesting dynamic as it pertains to our question from yesterday — who (if anyone) has
leverage for this week’s cash trade? | might have thought smaller cash volume might give the feeder more
leverage as the kill has been pretty strong here lately. Instead, we have bigger than | expected cash trade. On
top of that we have beef prices looking soft and packer margins continue to decline (from high levels, of course).
| wonder if this shifts the leverage more towards the packer this week? Thoughts appreciated.

China updated CPI numbers overnight. Pork CPl shown below, presented without comment...
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Financials

Interesting to see markets starting off the day on a shaky note. | don’t see any major new information that is
clearly spooking the market. We should get official announcement on two articles of impeachment from House
Democrats today. As we’ve stated before, this isn’t going anywhere. With a Republican majority in the Senate
Trump will not be removed from office unless something really crazy happens. Other than that, | don’t see any

major news to pass along at the moment. Nothing new on the trade discussions. The Fed is on tap for
tomorrow and the ECB on Thursday.

One thing that was likely overlooked on Friday due to the strong US NFP release was Canada’s employment
number. Canadian net change in employment was awful. You can see in the chart below that Canada posted its
worth month for employment since the financial crisis. Keep in mind that the median guess for this print was a
positive 10k jobs. A very ugly number for Canada. Interestingly, the CD hasn’t done anything major since the
release. Yes, CD was down on Friday but | wouldn’t call the move dramatic. BOC Governor Poloz will have a
speech on Thursday, which might be interesting to keep one eye on. The CD chart seems to be in a fairly
interesting spot...might be a market worth watching a bit more closely going forward.
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The Macro Tourist blog pointed out about a week ago that Canada is the only developed economy with an
inverted yield curve. If that was a sign of potential trouble for the US when we were briefly inverted, why isn’t
this getting more attention?
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Energy
Nothing new to report this morning. Crude oil futures are trading lower at the time of writing this morning,

likely caught up in the overall risk-off tone of the morning. The Saudi government released its 2020 budget
yesterday, and many analysts are noting that it is not all that optimistic for an uptick in crude oil prices.
According to a Bloomberg analyst the Saudi budget appears to be assuming Brent crude oil will average near
$65/bbl in 2020, which obviously isn’t too far away from current prices. Some other analysts are actually
calculating a different (lower) assumption. Keep in mind that the IMF estimates that oil would need to average
$83.60/bbl for the Saudi budget to be balanced, which is the highest oil price of any OPEC producer in the Gulf
needed for a balanced budget.

Today’s Calendar (all times Central)
e WASDE-11:00am

Thanks for reading.

David Zelinski

dzelinski@nesvick.com
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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.



