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 Weather 

The forecast for northern Brazil remains consistent with previous expectations, 
featuring below-normal rainfall for Week One before a recovery to more normal 
moisture levels occurs in Week Two; importantly, this drier near-term stretch is 
not accompanied by any significant heat threats. Southern Brazil and Paraguay 
are currently in the midst of their most favorable moisture window, with 
conditions characterized as "wettest in the near term" before the pattern 
moderates. In Argentina, the heavy rainfall event for the northern regions did 
start yesterday morning and will be concluding today; however, this rainfall is 
doing little for the crop areas of Argentina. The broader growing area still looks to 
the January 13-15 window for the next round of significant precipitation before a 
drying trend re-emerges.  

 
In the U.S., the storm system impacting the Corn 
Belt and Mid-South is performing as expected 
through Saturday, but the post-storm outlook has 
solidified into an "extremely dry pattern" that will 
dominate the central U.S. starting tomorrow and 
persisting through at least January 15. The long-
term temperature signals have strengthened, 
with "strong signs" now pointing to a pattern shift 
around January 17 that will likely usher in colder 
conditions for the 11-15 day period, potentially 
evolving into very cold air for the Northern Plains. 

Grains 

Let’s look at corn.  The average trade estimate for yield is 184 bu/a, down from 
186 in Dec.  I am using 182.4 bu/a.  Some are expecting a slight increase in area.  
USDA should leave exports at 3200 milbus, as they just raised.  I am slightly 
lower at 3100.  They could lower ethanol use by 25-50 milbus.  My 25/26 ending 
stocks are forecast at 1963 milbus vs the USDA’s 2029 in Dec.  Obviously much 
will come down to final yield/prod’n.  In the world numbers, the USDA remains 
low on SAm crops at 131 mmt for Brazil and 53 mmt for Argentina.  The market 
is in the 137-141 mmt range for Brazil and 58-61 mmt for Arg so there will likely 
be at least modest upward revisions for both.  The Bloomberg average trade 
estimate for Dec 1 stocks is 12981 milbus vs 12075 last year. The Dow Jones ave 
was just above 13000 milbus.  I am using 12959.  We still don’t have Nov Census 
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 (end of Jan), but I extrapolated the inspecs to census ratio for Nov and am using 
Q1 exports of 845 milbus vs 517 last year.  Ethanol was similar to last year and 
I am using feed/residual higher given bigger supplies.  I think the risk is for a 
yield (and consequently) stocks number lower than trade expectations.  But this 
report is prone to surprises so we shall see.  US corn is still the most competitive 
origin on a FOB basis.  Sales are caught up and the w/e Jan 1 was the lowest of 
the marketing year by far.  We will see if it was a fluke or if SAm and Ukraine 
are going to be more aggressive going forward.  Longer term direction should 
depend on SAm crop ideas and then spring acreage ideas here (currently 
expecting corn down 3-4 mil).   

 

 
Grains commentary provided by Megan Bocken. For questions or comments, Megan can be reached by email at 
megan@bockentrading.com or on Trillian at megan@nesvick.com. 

Livestock  

The risk management tenant declaring basis to be more stable and forecastable than flat price has been tested in recent 
weeks, both for fed cattle and feeder cattle.  In the fed cattle market, cash prices carried a much stronger than normal 
premium to futures through much of last summer and fall—keeping basis much stronger than historical relationships 
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 would have suggested.  Through much of the summer the strong fed cattle basis seemed to be dominated by the strong 
cash market, which defied seasonal odds and posted record highs in late summer rather than the more typical spring 
months, with futures generally playing catch-up to the strong cash market.  That script was flipped later in the year amid 
a flurry of political rhetoric regarding “too high” beef prices, threats of larger beef and cattle imports, and slaughter plant 
capacity rationalization, which quickly led to the exodus of significant speculative long interest, pressuring futures sharply 
lower, more rapidly than the decline in cash, which also sustained the strong basis.  However, basis reverted to more 
normal relationships during the Dec delivery period with cash near par with futures.  The more stable basis has carried 
into the new year with cash ranging around par to $2 under Feb, much weaker than a year ago, but more consistent with 
longer-term relationships.  

    
Perhaps not surprising, the feeder cattle basis has been more volatile than for fed cattle—for some of the same reasons, 
not the least of which is the historically tight feeder cattle supply in the wake of several years of shrinking calf crops and 
expanding feedlot capacity, along with limited imports and the early stages of cow herd rebuilding.  The unprecedented 
strength in cash feeder prices persisted deeper into the fall than is typically the case, but then declined more slowly than 
futures, keeping the cash market at a stronger-than-normal premium.  Considering the continuing imbalance between 
feeder supplies and the strong demand from cattle feeders, stockers and backgrounders, and cow herd owners, basis 
likely will continue to range stronger than historical norms.   

    
Livestock commentary provided by Mike Sands. For questions or comments, Mike can be reached by email at 
msands@nesvick.com or on Trillian at miksan66@trillian.im. 
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 Macro/Financials 

If you were watching the news feed on Wednesday, you witnessed just how quickly President Trump’s social media posts 
can reprice entire sectors. We saw a flurry of activity that started with a significant headline regarding the housing market, 
where the President announced immediate steps to ban large institutional investors from buying single-family homes, 
which resulted in stocks like Blackstone and Invitation Homes selling off sharply. But while the housing news grabbed a 
lot of attention, let’s actually dive into the impact of his posts about the military and the defense sector. 

The President pivoted from housing to announce a major overhaul of the Defense Industrial Base, effectively using a 
"carrot and stick" approach. On the one hand, he was quite direct with defense contractors – specifically naming Raytheon 
– stating that they would lose business if they didn't speed up production. He also issued a directive to ban stock buybacks 
and dividends for these firms and cap executive pay at $5 million until they prioritize investing in plants and equipment. 
The message is that the administration is looking for a shift away from financial engineering and toward physical 
production capacity. 

You might expect defense stocks to struggle with a ban 
on shareholder returns, and we did see a strong dip 
initially, but the market quickly rallied after Trump’s 
next post with the "carrot" side of the equation. The 
President is calling for the military budget to increase by 
roughly 50% to $1.5 trillion for 2027. Investors initially 
wagered that foregoing buybacks was a manageable 
trade-off if it meant accessing a share of an additional 
$500 billion in potential revenue, which is why we saw 
names like Lockheed Martin and Northrop Grumman 
rally early this morning. 

However, that initial enthusiasm was clearly fading yesterday, with the defense sector – especially Raytheon – retracing 
back down toward yesterday's lows. The market is likely waking up to a harsh reality: the "stick" (capital restrictions) is an 
Executive Order that can go into effect immediately, while the "carrot" (the 50% budget increase) is merely a request that 
Congress has yet to approve. It is worth noting that we are rapidly approaching a critical congressional budget deadline at 
the end of January, and until that money is actually codified by legislators, investors are realizing they might be left with 
all the new regulations but none of the new funding. If the money is put into the budget, however, I think it’s fair to say 
that the defense sector rally could quickly reignite. 

Macro/Financials commentary provided by Zachary Davis. For questions or comments, Zachary can be reached by email at 
zdavis@nesvick.com or on Trillian at zdavis@nesvick.com. 

Today’s Calendar (all times Central)  

 BLS Jobs Report– 7:30 AM 
 Housing Starts/Building Permits (Sept. & Oct.) – 7:30 AM 
 U. of Mich. Sentiment – 9:00 AM 

Thanks for reading, 

Zachary Davis 
zdavis@nesvick.com  
(901) 604-7712 
Trillian IM: zdavis@nesvick.com    
Bloomberg IB: zrdavis@bloomberg.net 
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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 
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.  

 

 


