
 
 

1 

 

Wednesday, January 12, 2022 

NTG Morning Comments 

www.nesvick.com 

 
Weather 

No changes to the outlook.  More of the same through 

the remainder of this week.  Active precipitation in 

northern Brazil while southern Brazil and Argentina 

will see big heat and a lack of precipitation.   The map 

at the right shows yesterday’s high temps through 

Argentina and southern Brazil.  Look for temps for the 

remainder of the week to be just as hot…if not hotter 

at times.  Consistent with the forecasts of the past 

week, however, we’re still expecting a complete shift 

in the pattern starting this weekend.  Heat and dry 

weather will last through Saturday, but by next week 

we should see some very big showers move into 

Argentina bringing cooler temps along with it.  It will 

take a few additional days for these showers to push 

into southern Brazil, but rain is expected there as well.  

Meanwhile, northern Brazil is expected to see 

precipitation chances diminish. 

 

Crops 

We have spent the past week and a half looking at expectations for today’s multiple USDA reports.  At this point, 

there isn’t much else to do but wait and see what we get.  I’ll quickly just recap some of the expectations this 

morning. 

 

US Corn Yield – The average guess from the Bloomberg survey called for a teeny increase to 177.1 bpa from 

177.0 previously.  I argued last week that condition ratings could potentially argue for a modestly lower ear 

weight and I showed there is precedent for NASS to lower the yield in January after increasing it in November.  

I’ll bet a modest under vs the average guess on corn yield, but this is low confidence. 

 

US Soybean Yield – Similar to corn, the average guess from the Bloomberg survey calls for a teeny increase in 

yield to 51.3 bpa from 51.2 previously. And, similar to my personal opinion in corn, I’m actually looking for the 

opposite.  I showed that pod weights were a bit elevated relative to conditions, though admittedly that 

relationship is far from perfect.  Again, I’ll take a low-confidence under vs. the average guess…but not to a 

degree that should be especially market-moving. 

 

Dec 1 Wheat Stocks  - Quarterly stocks estimates are always low confidence in nature.  My guesstimate for 

stocks is 1,377 mb vs the Bloomberg survey average of 1,415 mb.  I don’t think that is a massively market-

moving difference, but obviously I’m taking the under here. 

 

Dec 1 Soybean Stocks – Another low confidence pick.  Obviously my slightly lower production estimate plays in 

here, so if I’m wrong on production it won’t help me on stocks.  Still, my best guesstimate on stocks is 3,059 mb 

vs the Bloomberg survey average of 3,128 mb.  Another under for me. 
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Dec 1 Corn Stocks – Anyone who claims confidence in a quarterly corn stocks figure is either an idiot or a fool.  

My guesstimate on stocks comes in at 11,698 mb, but I’ll concede that other analysts that I highly respect have 

come in lower.  The Bloomberg survey average is 11,607 mb.  So my estimate is slightly over the average guess, 

but I know plenty of smart people with lower estimates.  I wish I could have more confidence, but the chronic 

revisions to prior figures makes it virtually impossible. 

 

US Balance Sheets – My estimate for wheat ending stocks is 638 mb vs the Bloomberg survey average of 609 

mb, so not a huge difference.  My estimate for soybean ending stocks is 345 mb vs the Bloomberg survey 

average of 353 mb…again, not a huge difference.  My estimate for corn ending stocks is 1,451 mb vs the 

Bloomberg survey average of 1,483 mb.  I consider all of these to be essentially inline with the consensus 

guesses. 

 

South American production – WASDE typically moves glacially in South American production adjustments, so I 

don’t expect that to change this month.  I wouldn’t be shocked to see a slightly lower than expected Brazilian 

production figure.  The Bloomberg survey average is 141.6 mmt vs 144.0 mmt previously.  Conab’s production 

estimate yesterday was 140.5 mmt.   

 

Winter Wheat Area – This is one item that we haven’t yet 

discussed.  It used to be a pretty easy bet to take the under vs. 

the average guess.  As shown at the right, there was a stretch 

of several years where winter wheat area was consistently 

smaller than expected.  That tendency has stopped in the past 

few years.  Personally speaking, I’m guessing that winter 

wheat area might turn out a bit smaller than expected this 

year.  ARC is reporting that insurance data implies smaller 

winter wheat area, and I’m also banking on anecdotal reports 

of smaller area.  The average guess for winter wheat area is 

34.3 mil, which as you can see would be the biggest January 

acreage total since 2016.  While high prices certainly should 

encourage some additional planting, I suspect the market 

might be a smidge optimistic.  That said, I won’t claim to have 

a great deal of confidence. 

 

The general theme of my expectations is low confidence.  

Reports with quarterly stocks are always a coin flip and the 

adjustments to production only add to uncertainty.  I’m open 

to any and all comments.  Good luck today. 

 

Livestock 

Nothing special to pass along this morning.  I’m simply watching the pace of slaughter right now.  Slaughter 

continues to run slow and this appears to be primarily due to Covid staffing issues at plants.  The reduction in 

slaughter combined with ongoing solid demand is keeping a bid under the beef market.  While this should mean 

that most of those gains go to packer margins, I will say that cash so far this week is fairing a bit better than I 

personally feared.  We saw some 136 trade in the south yesterday…the north should be stronger. 

January Winter Wheat vs. Expectations 

  Actual Expected Miss 

2007 44.1 44.2 (0.1) 

2008 46.6 48.6 (2.0) 

2009 42.1 44.2 (2.1) 

2010 37.1 40.9 (3.8) 

2011 41.0 40.9 0.0  

2012 41.9 40.9 1.0  

2013 41.8 42.6 (0.8) 

2014 41.9 43.5 (1.6) 

2015 40.5 42.6 (2.1) 

2016 36.6 39.3 (2.7) 

2017 32.4 34.4 (2.0) 

2018 32.6 31.5 1.1  

2019 31.3 32.0 (0.7) 

2020 30.8 30.6 0.2  

2021 32.0 31.5 0.5  
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Financials 

While not particularly market-sensitive, I thought the chart below would be of interest.  This is pulled from the 

STL Fed website and shows consumer credit through credit cards and other revolving loans.  The bottom line on 

this is that credit card debt is starting to pick back up again now that all the “stimmy” is done.  We’re not quite 

to the pre-pandemic peak, but with prices continuing to increase and no political support any additional stimmy, 

I’d expect that this will gradually move higher and potentially hit new highs before too long. 

 

 
 

CPI will be the big ticket item on tap for this morning.  I posted some thoughts in yesterday’s wire, so I won’t go 

over all of that again.  Several comments from media sources yesterday that the WH was “preparing” for a “bad” 

inflation print.  I don’t really think we can believe anything that originates from WH-sourced media these 

days…but who knows. 

 

Energy 

The EIA issued their Short Term Energy Outlook yesterday.  Usually this report doesn’t contain much of interest, 

but this release was the first time the EIA included forecasts for 2023.  I just want to post a few highlights from 

the release.   

 

U.S. crude oil production averaged 11.2 million b/d in 2021. We expect production to average 11.8 million b/d in 

2022 and to rise to 12.4 million b/d in 2023, which would be the highest annual average U.S. crude oil production 

on record. The current record is 12.3 million b/d, set in 2019. 

 

This seems counter to most comments from US oil executives.  Obviously those oil CEOs could just be talking 

their book, but there is no doubt that investment into the oil space remains constrained.  For evidence of this, 

just pull up a chart of DUCs. 

 

Crude oil production from OPEC member countries averaged 26.3 million b/d in 2021, up from 25.6 million b/d in 

2020. We forecast that average OPEC crude oil production will rise by 2.5 million b/d to average 28.8 million b/d 

in 2022 and average 28.9 in 2023. 
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Also an interesting projection for sharp growth in OPEC production considering the group appears to be 

struggling to hit their agreements for increased production already. 

 

U.S. regular gasoline retail prices averaged $3.02 per gallon (gal) in 2021, compared with an average of 

$2.18/gal in 2020. We forecast gasoline prices will average $3.06/gal in 2022 and $2.81/gal in 2023 

 

We estimate global liquid fuels inventories fell by an average of 1.4 million barrels per day (b/d) in 2021 

compared with inventory growth of 2.1 million b/d in 2020. Global oil inventories rise in the forecast, increasing 

at a rate of 0.5 million b/d in 2022 and 0.6 million b/d in 2023. 

 

Chart at the right illustrates the EIA forecast 

mentioned above.  Again, what sticks out to me most 

here is the relatively subdued EIA projection on 

consumption.  Most private companies are 

projecting stronger growth, and considering the 

prospects for post-pandemic economic growth 

globally and the lack of other fuel options…I tend to 

favor the higher demand projections personally. 

 

Today’s Calendar (all times Central) 

• CPI – 7:30am 

• EIA Petroleum Inventories – 9:30am 

• Multiple USDA reports – 11:00am 

• Treasury Monthly Budget Statement – 1:00pm 

• Fed Beige Book – 1:00pm 

 

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, 
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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.  

 

 


