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Weather

Regular rains in northern Brazil over the next two weeks,
but overall we're still looking at near to below normal
rainfall totals for the region during that timeframe. Very big
rains are expected to continue through southern Brazil over
the next two weeks, with some areas seeing amounts of 9-
12”. No change in the outlook for Argentina, where mostly
below normal precipitation will be recorded over the next
two weeks.

Crops
Let’s start thinking about the October Crop Production

report. | actually think this is one of the least predictable
reports of the season. The Aug and Sep reports, with their
lack of meaningful objective yield data, are normally inline
with guesstimates based on condition ratings and private
production estimates. With the transition to more actual
harvest data in the October report, things get a bit more
difficult (in my opinion).
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Let’s review what we’re staring with...which is basically just ear counts. The chart below is one I've shown
several times, but | think it is important to frame expectations. This compares the 7-state ProFarmer ear count
vs. the NASS 7-state ear count in last month’s report. They line up very well historically, as you would hope.
This year, once again, the NASS ear count figure would seem to jive very nicely vs. what PF gave us.

ProFarmer 7-State Ear Count vs.
NASS 7-State Ear Count (Sep)
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As you can see above, this is a very big ear count from both PF and NASS. Historically, there is a tendency for
the NASS ear count to decline modestly in the Oct report. In the chart below, I’'m plotting what would be an
average Sep-Oct decline in ear counts.

NASS Objective Yield Data
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So let’s assume for a moment that my ear count guess is exactly correct. Given my recent history on USDA
reports, that is a stretch, but just play along. What would we need to see happen to the ear weight in order to
keep the 10-state yield unchanged. This is shown in the chart below. Not a big move, to be honest.

NASS Objective Yield Data
10-State Ear Weight Progression
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Here is how that modest uptick in ear weights would plot against conditions ratings...which admittedly isn’t
extremely helpful but we don’t exactly have a ton to work with. | find it difficult to argue that such an ear
weight stands out dramatically vs. conditions. With that in mind, I think | could make a solid case for little
change in the NASS corn yield next week.

October Corn 10- State Ear Weights vs. Condition Index
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One last thing. The condition index is actually higher than it was a month ago. As shown below, this would
generally tend support a higher yield in Oct vs. Sep...though it isn’t a sure thing. Orange oval indicates this year’s
condition index change.

Sep-Oct Corn Condition Index Change vs. NASS Corn Yield Change
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So what to make out of all of this? | think there is just as much evidence to support a modest adjustment higher
in the yield as there is to support a modest adjust lower. For my balance sheet purposes heading into next
week’s WASDE release, I’'m actually going to assume an unchanged corn yield, as | think it splits the difference.
Bottom line, whatever adjustment we get next week, | think it will probably be pretty minor.

Livestock
We haven’t looked at pasture conditions in a little while....

US Pasture Conditions - Excellent & Good
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Certainly not great, but could be worse. Seasonally
speaking, we’re entering a time of year where you don’t
expect any real improvement in conditions. Winter isn’t
normally a great time for precipitation in the Plains.
However, the map to the right shows the NWS is expecting
above normal rainfall chances for the Southern Plains
during OND. While that obviously doesn’t account for all
pasture, | think it is safe to say that is where some of the
worst pasture conditions are at present.

Financials
Yesterday was pretty whacky...a quick recap:

Wednesday, October 4, 2023
NTG Morning Comments
www.nesvick.com

Seasonal Precipitation Outlook @

Valid: Oct-Nov-Dec 2023

Below \ =

m\—; Issued: September 21, 2023

Equal
Chances

e The JOLTS job opening report was pretty mind-blowing. It absolutely obliterated expectations at 9.6 mil

vs 8.8 mil expected. This report gets a lot more
attention than it probably deserves as Fed Chair
Powell has specifically referenced it several times.

The big jump in job openings came for “professional

services”...as shown at the right. I’'m not sure of a
particular rationalization that explains why
professional services job openings jumped so
strongly in August. | do think it is worth pointing
out that the quits rate was basically unchanged at
the lowest level since the pandemic despite the
strength in the headline number. The quits rate
measures the voluntary job leavers as a share of
employment. The quits rate is usually high when

workers believe they will have no problem finding another job. The fact that the headline figure was so
strong while the quits rate was steady has me scratching my head a bit.

e Ashort-lived but significant currency intervention

seemed to be seen from the BOJ yesterday morning.
They seem to be trying to defend the 150 USDJPY level,
as shown in the chart at the right. Remember, as the
chart moves higher, it means a weaker JPY. I’'m no
currency intervention expert (is that such a thing?) but
as long as the BOJ is pegging JGB yields, I'm doubtful of
their chances to keep the currency in check.

The House formally voted to remove McCarthy as
speaker. I'm not sure when we should expect to hear
about a new speaker. | saw that Fox News was
reporting that some House Reps are reaching out to
former President Trump and are actually considering
voting for him. That should keep the House in turmoil for a while, and remember we’ve got another
looming government shutdown in early November to worry about.

USDIPY
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We have more potential fireworks due today. This morning we’ll get the ADP employment change figure. The
Bloomberg survey details are shown below. You could drive a Ford truck (if they were still making them)
through that range of expectations. Nobody knows what to expect. While everyone knows that the ADP release
has virtually no predictive ability for the NFP on Friday, this will still the tone for markets initially today. Later in
the day we’ll get the ISM Services index as well. This will also move markets. | don’t have any value to add vs
expectations, which are also shown below.
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Energy
The Saudis and Russians have confirmed overnight they will continue to stick with their voluntary oil production

cuts in an effort to support prices.

We get the weekly inventory release later this morning. Expectations call for US crude oil inventories to be
essentially flat, but it is worth noting the API release yesterday afternoon showed another significant decline of
4.2 million barrels. However, it is also interesting to note the API release showed a build in inventories at
Cushing, which has been the subject of a lot of scrutiny lately.

Today’s Calendar (all times Central)
e ADP Employment Change — 7:15am
e ISM Services Index —9:00am
e Factory Orders —9:00am
e EIA Petroleum Inventories — 9:30am
o Afew Fed speakers
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Thanks for reading.

David Zelinski
dzelinski@nesvick.com
901-766-4684

Trillian IM: dzelinski@nesvick.com
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