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Curve(s) of Spring Wheat  

 

  

 

 

It has been awhile since there has been something exciting to talk about in the Minneapolis wheat market.  

2017 was dramatic but provided average yields.  2018 much less dramatic and equally average yields.  It 

really was one that had no story to tell, no fire to flame.  So where does it go from here?  

What Will North Dakota Do?  

What was once predominately spring wheat country, the North Dakota landscape changed dramatically in 

my lifetime.  Ethanol, drought, better genetics; the Corn Belt shifted north and west and deep into spring 

wheat country.  Unlike much of the traditional Corn Belt, North Dakota lacks domestic demand for row 

crops.  Granted, ethanol has boomed, but the livestock industry is of no comparison to the states further 

south.  These regions depend significantly on exports.   

For those in the Dakota’s and Minnesota, I don’t need to explain this situation any further.  Basis.  And it 

got bad.  The question, however, is at what point will these newly minted soybean producers return back 

to more familiar spring wheat?  
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2018 pushed acreage to what appears a “resistance” level around the 6.5-7.0 million acres.  Limitations 

on seed? Maybe.  More diversification? Or has it been a sluggish market? Well, it can’t be that either as 

the rally of 2008 did little to change acreage.   

 

 

Acreage in North Dakota has held mostly steady with some dips in early 2010s (data error?) But that 

aside, spring wheat acreage has been squeezed with a rapid growth of soybeans.  With basis where it is 

and the trade outlook still in question, what will this chart show for next year?  Will the Minneapolis chart 

provide an opportunity for the market?  
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Strong Demand 

The Trade War with China not only hit North Dakota through soybeans, but China is also, on average, the 

3
rd

 largest buyer of hard red spring wheat.  Yet, with the absence of China, spring wheat exports have 

remained relatively strong.   
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Hey Ho, Hey Ho - USDA – Ya Had to Go 

All the above demand figures are sourced from the USDA through their weekly Export Sales reporting 

system.  Now, without the USDA operating and providing these figures, what does the market do to 

understand fundamentals?  

This is where spread(s) trading, forward curves, and market carry come into play.  This is a topic that 

cannot be well explained in an article of this type.  There are far smarter people then me who have 

dedicated their life to studying this.  However, it also isn’t nearly that complicated either.   

 

Every producer knows that there is a cost associated with storing 

grain.  Interest on the grain value (debt), electricity, day to day 

wear and tear, and required maintenance.  Now if the cost of 

storage becomes more then what the market carry is offering, then 

there is no financial incentive for the producer to store and hold 

the grain.   

 

 

March19 to May19 has only a 4’2 cent carry.  Hardly enough to cover the cost of carry for hard red spring 

wheat.  There is no financial incentive for a producer to continue to store this commodity if they need to 

sell in by the time the May contract is basing the cash market. However, the market carry widens as we go 

out in time.  March19 to July19 at 10’6, but March19 to Sept19 is 18’0.   
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Future(s) price discovery takes place in the Futures market like at the Chicago Board of Trade (CBOT), but 

the true price discovery, the actual exchange of assets takes place in the cash market.  Cash always wins 

and the cash market, through basis, controls the final price and can ultimately control the flow of supply.   

 

The March contract has been consistently gaining on the July since November.  Closing in on the tip of 

the pennant formation, this spread seems bound to make a break in one direction or the other.  Could 

end users be getting squeezed on supply?  The northern plains winter hasn’t been “too” extreme, so 

supply flow shouldn’t be impacted from weather.  Either way, this chart appears like it wants to move 

higher.   
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An example of a prior day’s forward curve and comparison to the spread charts can give an idea of what 

changes may be to come in the fundamental views of the end user.  The Minneapolis market, as a whole, 

dropped in the last 30 days, the spread between March and September chopped around and has 

challenged the same level of resistance near (-16’0) .  To the end 

users, based on their fundamental view, they see no reason to bid beyond this level.  Is that about to 

change?  Friday’s session gave a strong effort but still failed to get “up and over”.   

With 30-days passed, this may be the first indication of what price is opening grain bin doors.  If the 

market fails at resistance once again, we know that end users are getting the supplies they need to 

continue.  Given the low prices, I sure hope this is not the case as I have been turning slowly bullish 

spring wheat for several weeks now.   

Why? 

Wheat in general has a story to tell.  Globally, supplies are questionable, and quality has been poor in 

some cases.  The recent rejection of an Argentinian cargo surprised the world while drought hammers 

Australia.  Russian stocks falling rapidly.  This leaves mostly just the US and Canada to supply wheat.  



ZANER 
                

 Brian Grossman | (312) 277-0119 | @AgHedgeBrian | bgrossman@zaner.com | ZANER Ag Hedge 
                

 

 

                

Trading futures or options on futures involves substantial risk of loss and is not suitable for all investors. 

Copyright 2019 Zaner Financial Services All Rights Reserved.  150 S Wacker Dr, Suite 2350 Chicago, IL 60606 

But that leaves the real question of “when” rathe than “why”.  Much of the bullish topics I repeated above 

have been “known” for some time now and is of no surprise.  Yet, the US market still lags when it comes 

to making the sale.   

Hampering the US’s ability to compete recently is the strong US Dollar Index.  It is the value of the US 

dollar relative to a bundle of foreign currencies but mostly western or developed nations.   

Euro: 57.6% weight 

Japanese yen: 13.6% weight 

Pound Sterling: 11.9% weight  

Canadian dollar: 9.15% weight  

Swedish krona: 4.2% weight 

Swiss franc: 3.6% weight 

The US Dollar Index has been on the rise for several years and as the currency increases in strength, the 

buying power increases.  However, it makes US products more expensive for other countries to buy.  A 

weakened Russian Ruble vs a strong US Dollar gives the exchange advantage to the Ruble.   

More recently, since the partial US Gov. shutdown, the US Dollar vs Ruble has taken a drastic correction 

lower to again test key support.  Without weekly export sales report to tell traders what activity is taking 

place, the market will be left to wonder and watch the cash market for clues.   

Time will tell on the wheat.  Signs are present for a bullish run, but producers should be cautious as we 

can quickly see ourselves priced back out of the international market.   

Pre-Plant Rally? 

The clock is ticking fast and spring isn’t all that far away anymore.  With trade and basis as it is, 

marketing will be difficult to determine which crop is the better route.   Spring wheat tends to secure 

acreage in the spring and if soybeans can hang in there as well as they have, maybe the  

 

--------------------------------------------------------------------------------------------------------------------- 

 

Interested in my services at ZANER Ag? 

I am accepting new clients and would enjoy a conversation with all interested parties.   

 

Reach out to me directly at (312) 277-0119 

Often, producers lack the time or understanding to properly plan and execute a marketing plan.  My job 

is to wear that “hat” for you, so you can focus on the task at hand. 

But this is not to leave you left hanging.  ZANER Ag takes pride in being a “teaching firm” as we want ALL 

of our clients to feel comfortable with and understand the reason behind each trade. 

Ready to manage risk with ZANER Ag? Follow the link to get started!  

https://www.zaner.com/3.0/account/account.asp 

Or, 

https://www.zaner.com/3.0/account/account.asp
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Contact me directly for a consult or even just a general chat about the markets and where I think they 

may be heading. 

 

 

Find me on Facebook and Twitter under the handle: @AgHedgeBrian 

 

Thanks!  

 

Brian 

 

ZANER Financial Services 

Brian Grossman 

Market Strategist -- Agricultural Hedging 

(312) 277-0119 -- Direct Line 

(312) 277-0150 -- Fax Line 

bgrossman@zaner.com 

@AgHedgeBrian 

www.zaner.com 

Risk Disclaimer 

Trading Commodity Futures and Options Involves Substantial Risk of Loss and May Not Be Suitable for All 

Investors.  

You Should Carefully Consider Whether Trading Is Suitable for You in Light of Your Circumstances, Knowledge 

and Financial Resources. 

---------------------------------------------------------------------------------------------------------------------- 
Abbreviations & Conversions:  

MT    = Metric Ton 

TMT     = Thousand Metric Ton 

MMT    = Million Metric Ton 

1 MT of Wheat/Soybean  = 36.74 bushels  

1 MT of Corn    = 39.36 bushels  

WASDE    = World Agricultural Supply & Demand Estimate 

---------------------------------------------------------------------------------------------------------------------- 

Jan – “F” | Feb – “G” | Mar – “H” | April – “J” | May “K” | June – “M” 

July – “N” | Aug – “Q” | Sept – “U” | Oct “V” | Nov “X” | Dec – “Z” 

---------------------------------------------------------------------------------------------------------------------- 

ZANER Financial Services covers a broad range of commodities with individual divisions such as Ag 

Hedge, Precious Metals, and technical speculative based brokers.  To learn more, sign up and contact us! 
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---Ag Hedge Newsletter – Get daily fundamental and technical updates for free.  Sent by email each morning! Sign Up!  

http://www.zaner.com/offers/ag_hedge_newsletter.asp?ap=bgrossma 

---Zaner Text Notice (US Only) Sign up for grain market price updates at 1130am and settlement prices. Sign Up! 

http://www.zaner.com/landing/ag_hedge_text.asp?ap=bgrossma 

---Ag Hedge Calendar – (US Only) A handy reference and calendar of important USDA reports & market events. Sign Up 

to receive one!  

http://www.zaner.com/offers/calendar.asp?ap=bgrossma 

---Zaner Daily Commentary – A broad look at commodities. Sign Up!  

http://www.zaner.com/offers/?page=16&rID=twitter&ap=bgrossma 

---MarketHead Quotes/Charts/Technical Analysis at YOUR fingertips.  Sign Up!  

http://www.markethead.com/2.0/?ap=bgrossma 

 

http://www.zaner.com/offers/ag_hedge_newsletter.asp?ap=bgrossma
http://www.zaner.com/landing/ag_hedge_text.asp
http://www.zaner.com/offers/calendar.asp?ap=bgrossma
http://www.zaner.com/offers/?page=16&rID=twitter&ap=bgrossma
http://www.markethead.com/2.0/?ap=bgrossma

