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 Weather 

The meteorological outlook for northern Brazil remains firmly anchored in an exceptionally wet pattern, with rainfall totals 
over the next 15 days projected to reach four to eight inches and localized areas in Minas Gerais and Bahia expected to 
receive up to three times their normal precipitation, guaranteeing significant ongoing delays to soybean harvesting and 
safrinha corn planting progress. In southern Brazil, Rio Grande do Sul will see beneficial moisture of one to three inches 
into early next week to stabilize crop development, before the long-term pattern transitions to near- or below-normal 
precipitation for Week Two. For Argentina, a 
storm system will provide some additional 
moisture tonight into Monday, but the forecast 
confidently transitions to a completely dry 
regime for the remainder of February, placing a 
heavy reliance on existing soil moisture 
reserves to sustain crops until rain chances 
potentially return at the beginning of March. 
The agricultural weather forecast for the United 
States remains defined by critical moisture 
deficits in the hard red winter wheat belt of the 
southern Plains, where virtually zero 
precipitation is expected through at least the 
end of the month, maintaining a persistent and 
elevated threat of wildfires. 

In the Corn Belt, an active near-term setup is delivering snow to western areas and a severe weather threat to the 
southeast today, but the region will quickly pivot to a quite dry pattern for Saturday through February 25. While the fresh 
layer of snow across the central Plains and western Corn Belt will temporarily suppress temperatures this weekend, this 
colder pattern is short-lived; temperatures are forecast to surge to 10 or more degrees above normal in the Plains by 
Tuesday, which will rapidly eliminate the newly established snow cover and drive a return to unseasonable warmth across 
the bulk of the Nation by late next week. 

 

Grains 

Saw follow through strength in oil which supported 
beans.  Wheat was also independently firm and 
made new highs for the move.  Oil strength 
continues to come from biofuels policy anticipation 
and the USDA’s soybean oil balance sheet at the 
Outlook Forum added fuel to the fire.  They raised 
26/27 biofuel use to 17.3 bln lbs from 14.8 this year.  
Larger crush and lower exports partially offset this, 
but they still showed a 200 mln lb reduction in 
ending stocks.  Energies in general continued to 
firm on Iran tensions which also provided support.   

The USDA balance sheet wasn’t friendly wheat, but short covering continued with dry conditions in the S Plains and talk 
of winterkill/ice crust in Ukraine supportive.  The move has been structural/technical and there just doesn’t seem to be 
an appetite to carry shorts with the potential for war and/or China to step in at any time. 
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 The corn balance was constructive with acres and carryout lower than expected.  They forecast corn acres at 94.0 vs the 
95 baseline (which is what the trade was expecting).  They raised the yield to 183 bu/a from 182 (186.5 this year).  They 
raised exports by 100 milbus to 3100 and forecast ending stocks at 1837 milbus, down from 2127 this year.  This highlights 
the need for favorable weather and no yield issues.  Also, won’t want to lose more acres to beans but the overall acreage 
pie could be too small.   

In beans, everything was about as expected and similar to the baseline numbers from Nov.  Acres were 85.0 mil, up nearly 
4 mil from this year.  Harvested were lowered by 200 thous to 84.0 mil.  They left yield at 53 bu/a.  On the demand side, 
they raised crush by 15 and lowered exports by 15 milbus with ending stocks pegged at 355, down from 373 previously.  
The interesting thing to me is even with 4 mil more acres, the balance sheet doesn’t expand.  If the 25/26 balance sheet 
tightens at all, (crush likely needs to come up and everyone is focused on the export number and what China will do), the 
26/27 balance will tighten. Beans will need to maintain acres as well as not have any yield threat.  I’m attaching updated 
balance sheets.   
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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  

Retail beef prices (all fresh beef) averaged near $9.46 per 
pound in January, slightly lower than the record $9.55 posted 
in December, but still 16% higher than the $8.15 average 
during the same month a year earlier.  While beef prices have 
risen more rapidly than competing pork and chicken items in 
recent months, those competing proteins also are hovering 
near historical highs, but have largely evaded the scrutiny 
leveled at the beef industry.  Retail beef prices are record high 
relative to pork and chicken and have been since last summer, 
spurring concerns that financially stressed consumers may be 
increasingly tempted to replace beef in their grocery carts 
with the lower-valued proteins, resulting in lower demand for 
beef.  However, evidence of demand weakness has yet to 
surface—rather, it’s at least plausible that record high beef prices are doing more to support pork and chicken demand 
than the other way around.   

While record high beef prices have been signaled out for 
political and economic scrutiny, retail prices are not “high” 
relative to cutout values.  It’s evident, in hind sight, that 
retail beef last summer at about 2.35x the cutout value 
were “low” relative to history.  More recently, retail beef 
has increased to around 2.6x the cutout—again, not 
particularly “high” relative to the cutout.  While current 
cutout values are around $360-$365, seasonally stronger 
beef demand in the spring could push the cutout back to 
$380 or higher.  Should that be the case, historical 
relationships suggest significantly higher retail beef 
prices—likely breaching the $10 mark.   
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 Similarly, current record high retail beef prices are not “high” 
relative to fed cattle prices, which also have established a 
succession of record highs in recent weeks.  Again, $250 fed 
cattle would be generally consistent with $10+ retail beef.  All 
of this begs the question, of course, as to the sustainability of 
much higher retail beef prices.  Will beef supplies be 
sufficiently tight and demand strong enough?  Recent history 
suggests—maybe—prices have generally overperformed 
expectations, but operating at economic extremes invites 
behavior changes at all levels of the marketing channel 
accompanied by elevated price volatility, not to mention the 
re-emergence of the political wild card.   

 

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. 

Macro/Financials 

I saw this chart the other day and thought it was 
worth a quick discussion. Obviously, the most 
striking thing on this chart is that we are seeing 
a new high in sub-prime (<620 credit scores) 
delinquencies, nearly reaching 7%. This well 
exceeds the delinquency rates peaks during the 
late 90’s (6%), the GFC (5%), and the COVID 
pandemic (5.9%).  

I think that the more interesting story with this 
chart is the bifurcation between prime and sub-
prime delinquencies. While the sub-prime 
delinquencies have spiked to record highs, prime 
rates have stayed steady below 0.5%. This is just 
another example of the K-shaped economy; 
while wealthier people are able to keep up with 
their car loans, sub-prime borrowers are having 
record difficulties paying off their debts. 

These two groups come together for an overall delinquency rate of 1.5%. What does this tell us? Looking a little more into 
the data, roughly 14% of auto loans are to sub-prime borrowers; With 7% of those borrowers being delinquent on their 
loans, these sub-prime delinquencies only account for ~1% of total auto loans. This also means that the vast majority of 
car loans are to prime borrowers. So, while this data does show that there is a subset of the population that is seeing 
significant financial stress, this data doesn’t show a widespread negative outlook for the overall economy. 

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. 
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 Today’s Calendar (all times Central)  

 Export Sales – 7:30 AM 
 PCE – 7:30 AM 
 GDP – 7:30 AM 
 New Home Sales – 9:00 AM 
 U. Mich. Sentiment – 9:00 AM 
 Cattle on Feed – 2:00 PM 

Thanks for reading, 

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

 

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.  


