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Weather 

No changes to the forecast.  Near to mostly above 

normal rainfall in the next two weeks for northern 

Brazil.  This should maintain excellent conditions for 

planting progress and good development for early 

crops.  Not a wet forecast for southern Brazil with 

mostly below normal rainfall during the next two 

weeks.  That said, there will be some rains possible in 

the second half of this week.  Amounts should mostly 

be .5-1.0”.  Argentina has seen big rainfall over the 

weekend and additional rains will be seen today and 

tomorrow.  Another round of rain will be seen later 

this week as well.  No major heat is expected in the 

area. 

 

Crops 

We’ll wrap up our limited too-soon look at 2022 acreage thought this morning.  I’ve gone over a lot of the 

assumptions and work over the past several days where we’ve attempted to account for the massive increase in 

fertilizer costs.  It seems likely that fertilizer costs will continue to push higher, so we can’t consider this to be a 

final word on the issue.  However, with our assumptions from last week in mind, I’ll simply present the chart 

below comparing the net revenue calculation vs. the percentage of the total corn and soybean acreage pie that 

is allocated to corn in the March Prospective Plantings report.  The red line indicates where our net revenue 

calculation stood as of last week. 
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Let’s just use round numbers for simplicity this morning.  The implication above is that the net revenue 

calculation implies roughly 52% of the corn + soybean acreage total will be allocated to corn.  If we want to 

assume a 179 million acreage pie, that would mean 93 million acres of corn and roughly 86 million acres of 

soybeans.  Not dramatically different from what we saw this past year. 

 

It honestly is not what I expected to find when I sat down to work on all of this last week.  I expected that the 

fertilizer costs would have pushed a lot of acreage to soybeans.  The strength in CZ futures has, on paper, done a 

good job of keeping up with the fertilizer costs right now. 

 

But of course it isn’t that simple.  For starters, fertilizer costs seem likely to continue going higher.  We’ve seen 

several international tenders for fertilizer this week and the prices were all a good deal higher than current US 

prices.  That price strength will likely make its way to the US.  There is also the question of supplies and logistics 

and whether fertilizer can be acquired whatever the cost.   

 

Bottom line, I can’t say with a single shred of confidence what the acreage pie will be in 2022.  However, what 

the analysis of the past week shows is that CZ’22 has really put in one helluva performance here.  Read into that 

whatever you want… 

 

Livestock 

Some big numbers for the cattle market last week.  The total cattle slaughter for the week was estimated at 

668k head, which would be the 3rd largest of the year.  The fed kill was the largest since early Aug and the non-

fed (cow) kill was huge as well.  We continue to see a big beef cow kill while the dairy cow kill has been a little 

quieter.  In addition to the big slaughter numbers, the numbers on cash trade were very large last week as well.  

Our friends at MPA say negotiated trade was close to 154k head, which would be the largest since May 2020.  

Early expectations are for another round of higher cash trade this week. 

 

Financials 

I’ve been pointing out recently that I’ve been looking for some risk-off action in equities.  I was briefly correct for 

the month of Sep, but obviously Oct has pushed back to new highs.  While my overall sentiment towards 

markets hasn’t dramatically changed, I do have to concede that seasonality does not support late-year 

weakness.  My good friend Jared Dillian from The Daily Dirtnap pointed this out to me last week.  In the chart 

below, you can see monthly returns for SPX over the past several years.  You can see there is a very strong 

tendency for Nov and Dec to post positive returns.  This certainly argues against having an entrenched risk-off 

bias towards equities.  That being said, I do want to point out the 2018 situation.  We saw a sharp break in Dec 

2018 and it had a number of different causes.  One of the major causes, in my opinion, was the fact that the Fed 

was raising rates at that time.  Obviously they won’t be raising rates this December, but they should be tapering 

their balance sheet and will probably be signaling rate hikes to come at some point in 2022.  While the path of 

least resistance for equities will probably be higher into year end, I think the (probable) shift in Fed forward 

guidance is still something to keep in mind. 
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Energy 

The usual sort of headlines this morning for the energy markets.  One story that does somewhat stick out is an 

article suggesting Chinese oil inventories are as “low as it can go”.  This is apparently based on analysis by a 

private tracking firm called Kayrros.  China has been selling oil from its state reserves in an attempt to slow the 

price rally.  It hasn’t had a huge impact on prices, while at the same time has drawn down stockpiles.  Depending 

on how the Chinese government wants to respond, if the article is true, they might be forced to buy back oil for 

reserves at sharply higher prices than they were doing most of last year.  China, of course, does not report the 

level of its crude oil inventories, but Kayrros is reporting a 10% drop in supplies since mid-March.  China is now 

announcing the release of diesel and gasoline reserves to ease supply shortages of those fuels as well.   

 

 

Today’s Calendar (all times Central) 

• ISM Manufacturing Index – 9:00am 

• Export Inspections – 10:00am 

• Fats & Oils and Grain Crushing – 2:00pm 

• Crop Progress – 3:00pm 

 

Thanks for reading.  

David Zelinski 

dzelinski@nesvick.com 

901-766-4684 

Trillian IM: 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.  

 

 


