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MGEX WHEAT RECAP 
Tuesday, April 15, 2014 

Futures Settlements: Cash: Delivered Rail Chicago/Beyond. Mpls is -15, Duluth -25 
 Close Chg Today's 

Volume 
AM 
O.I. 

O.I 
Chg 

Protein: 12% 13% 14% 15% 

MWK4 738^4 S 21^2 3619 13917 -1668 Basis (K): +110 NQ +145/+160 +165/+200 

MWN4 747^2 S 21^4 4399 28721 +864 Info:  cars  train/cars nom/nom 

MWU4 753^2 S 21^4 1066 12942 +157 Change: no comp  up 10/unch unch/unch 

MWZ4 763^6 S 20^4 741 12647 +89 Mpls Truck 20d to-arrive +10  +45 +60 

MWH5 771^4 S 20^4 122 3826 +7 Portland (K) April May  June Aug (NC) 

MWK5 770^4 S 13^2 42 372 -2 14%proBasis  +140/+150 +135/+150 +130/+130 +80/+100 

Totals:   10,040 72,583 -545  dn 5/dn 10 unch/dn 10 unch/unch unch/unch 

Cash Exchanges: 1,025  Options: 30 

Receipts on the Floor:   
82 cars and 1 trains 

Implied option vols: 
K:22% N:26%U:25% 

Cash: DNS basis was firmer in the spot market but not well tested. 
Basis continues to feel weak as rail freight loosens up.  PNW basis 
was weaker again with increased farmer selling.    

Commentary: 
Wheat followed through on yesterday’s 
gains and rallied to sharply higher 
levels yet again. Winterkill concerns in 
HRW country coupled with rising 
tensions in the Black Sea continue to 
drive futures higher, despite the 
already large net long positions held 
by money managers across the wheat 
contracts. Interestingly, corn has been 
so far unresponsive to the escalation 
of conflict in Ukraine. WN-CN closed 
at 200 over on the screws, up 22 ½ on 
the day and 36 ¼ for the week. This 
could present an opportunity as 
Ukraine is a more significant exporter 
of corn than they are of wheat, with 
recent years ranging 7-10 million 
tonnes of wheat exports, or roughly 
5% of global trade vs. 15-20 million 
tonnes of corn exporters comprising 
about 15% of global corn exports.   
 
Diplomatic rhetoric and military 
mobilizations are ramping up between Ukraine and Russia and the markets are once again building 
additional geopolitical risk premium into the markets. The risk of a protracted, Russia-backed civil war 
in Ukraine could destabilize the entire region disrupting grain exports from the region. That risk is real 
even if unlikely. As for the HRW freeze, temperatures did not for the most part get low enough for 
widespread damage, although our meteorologist suggests that up to 13% of winterkill may have been 
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affected. Our focus is still on needed rains, which are advertised for Thur-Fri and again on the 
weekend.  
 
Price action will be highly sensitive to both updated weather forecasts for the southern plains as well as 
ongoing developments in Ukraine.  
 
A quick technical read of the chart still shows key support at the 200-day moving average/first 
Fibonacci retracement around the 660 level and key resistance at the move high of 723 ½. We will 
need a close or two outside of this range to develop a more serious trend. In the meantime, it appears 
we are stuck in a range, and currently 40 cents up from the low end and 20 cents under the ceiling.  
 
MW-W and MW-KW intermarket spreads are struggling with the flat price rally, and that will likely 
continue if wheat continues to rally. Spring wheat basis is generally weaker but seems to be stabilizing 
in the spot market.  
 
We are looking at bullspreads in wheat and upside corn calls as cheap protection in case the 
Russia/Ukraine situation gets out of control.  
 
–Austin Damiani 


