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Weather 

No changes to the forecast in South America.  We 

should see enough rain in northern Brazil for soybean 

planting to advance during the next two weeks.  

Southern Brazil will see very big rainfall later this week 

and lesser amounts in the Week 2 period.  Argentina 

will see some on-and-off rainfall events over the next 

two weeks, but it is never a truly wet pattern.  Starting 

on Friday, Argentina should see about a week of 

completely dry weather.   Map at the right is the GFS 

10-day precipitation forecast. 

 

Crops 

Today we get the monthly Crop Production and WASDE releases.  We’ve spent the past week reviewing 

expectations, so I won’t go into much detail today.  Here is a quick recap of what I’m thinking… 

 

Corn and soybean production –  

As discussed last week, I’m not looking for big changes relative to the prior USDA estimates.  I am showing 

slightly smaller corn yield and production and slightly larger in soybeans.  My estimates are not too far off from 

the Bloomberg survey averages.  One item I have not discussed and I have not seen others discuss is acreage.  

NASS could still have a little further work to do on acreage adjustments.  I think it is possible they might add a 

little acreage to corn even after the adjustments made last month.   

 

Corn balance sheet –  

The biggest changes will be seen in the old crop balance sheet, but none of that should matter as it should 

already be accounted for in prices.  For the new crop balance sheet, I’m not expect much in the way of 

fireworks.  As noted above, my guess (and the Bloomberg survey guess) on production is not a huge adjustment 

from the prior estimate.  I also don’t expect any significant changes to demand.  If we do get a bigger change in 

production (whether bigger or smaller) that could be a catalyst for a change in the F&R projection.  Aside from 

that, I don’t think we’ll see any changes this month.  I think at some point in the not-too-distant future it will be 

worth having a conversation on higher ethanol demand and lower export demand.  I don’t think we have 

enough info on either area right now to entice a shift from WASDE today. 

 

Soybean balance sheet- 

Obviously we’ve got a big increase in old crop carryout vs. the prior WASDE estimate.  This, combined with a 

modest increase to production, should add ~100 mb to total supplies.  I believe WASDE should lower their 

soybean export projection as well.  Current export commitments are now more than 15 mmt behind last year’s 

pace.  I simply do not see how WASDE’s export projection is attainable with their current assumption on South 

American production.  Then again, I said the same thing last month and they increased the estimate further.  

Shows what I know, apparently.  I would put 50-50 odds on a lower export projection today, perhaps partially 

offset by an increase in residual.  The net result should be a soybean carryout that is right around 300 mb... or 

maybe more depending on if they really figure out how bad US exports are looking. 
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Wheat balance sheet –  

The final wheat production number released on 9/30 was much smaller than expected, which will mean a 

further tightening of the US wheat balance sheet.  Sep 1 stocks were also smaller than expected, but I don’t 

think the degree of difference requires WASDE to make any adjustment to their F&R estimate at this time.  I do 

believe WASDE will partially offset the smaller production with a reduction to their export projection.  US export 

sales have been very sluggish over the past several weeks.  There is certainly an argument to be made that 

exports could pick up later in the year, for now it seems like WASDE could easily justify a ~25 mb reduction.  It 

looks like others agree, as my wheat ending stocks estimate is very close to the Bloomberg survey average.   

 

Good luck today. 

 

Livestock 

Looking again at another major beef exporter this morning.  The chart below shows Australian beef exports.  It 

has been another year of weak exports as supplies remain tight due to herd rebuilding.  After the massive 

liquidation following years of drought, the Australian industry is finally able to expand…but that obviously keeps 

a lid on slaughter and production.  It looks like YOY comparisons should be relatively favorable going forward, 

however, as we are comparing to sharply smaller slaughter/production from this point forward. 

 

 
 

Australian exports to both the US and China have felt the brunt of the lower production levels.  Exports to Japan 

have been closer to normal.  With political tensions still high between Australia and China, it’ll be interesting to 

see if exports pick back up after production starts to increase. 
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Financials 

I pulled the chart at the right off Gavekal’s Twitter 

late last week.  The red line shows the US 

Treasury’s cash balance and the blue line shows 

the Treasury’s target balance, which equals 

basically one week of spending.  As you can see, 

the Treasury has had to draw down its cash 

balance significantly due to hitting the debt ceiling.  

With that problem temporarily resolved, the 

Treasury could decide to start borrowing again to 

raise the cash balance.  According to Gavekal that 

could “drain about $500bn from the private 

sector”.  Gavekal added “asset prices may not like 

that”. 

 

Energy 

Relatively calm energy markets at the time of writing this morning.  WTI is slightly higher while NG is slightly 

lower.  A Citigroup research note said that global oil inventories could drop to a record low level in terms of 

“days-of-cover” by the end of the year.  Interestingly, they “only” raised their Brent forecast projection to 

$85/bbl for Q4, which isn’t too far off from where we sit currently.     

 

Today’s Calendar (all times Central) 

• JOLTS Job Openings – 9:00am 

• Export Inspections – 10:00am 
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• WASDE, Crop Production – 11:00am 

• Crop Progress – 3:00pm 

 

Thanks for reading.  

David Zelinski 

dzelinski@nesvick.com 

901-766-4684 

Trillian IM: dzelinski@nesvick.com 

 

 

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.  

 

 


