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MGEX WHEAT RECAP 
Tuesday, June 09, 2015 

Futures Settlements: Cash: Delivered Rail Chicago/Beyond (includes $0.15/bu BN fee) 

 Close Chg Today's 
Volume 

AM 
O.I. 

O.I 
Chg 

Protein: 12.0-13.0% 13.0-13.5% 14.0-14.5% 15.0-16% 

MWN5 582 ¾  +2 ¼  4660 27375 -1301 Basis MWN: NQ +60/+75 +150/175 +460/+500 

MWU5 593 +2 2402 17827 +495 Info:   cars/train train/bid cars/cars 

MWZ5 606 +2 ½  1026 14206 +109 Change:  dn 25/dn 10 dn 5/up 10 up 30/up 70 

MWH6 619 +2 ¼  179 6618 +30 Mpls Truck:  -25 +25 +50 

MWK6 627 ¾  +2 54 1773 +132 Portland June-MWN July-MWN Aug-MWU Sep-MWU 

MWN6 635 ¼  +2 56 1185 +155 14%proBasis  +175/+200 +140/+155 +130/+140 +130/+140 

Totals:   8,412 69,166 -378  unch/unch unch/unch unch/unch unch/unch 

Cash Exchanges: 1018 Options: 11 

Receipts on the Floor:   
208 cars and 5 trains 

Implied vols: unch 
N: 30, U: 30, Z: 26 

Spot basis was mixed and PNW is flat. There are 522 outstanding 
warehouse receipts from MWK deliveries.  

Commentary: 
Day 7 of technical short-covering in wheat brought WN5 right up to its 200-day moving average but 
stopped just short of punching through. Calendar spreads continue to weaken and the carry from WN to 
WZ widened another 1 ¾ cents. The short-covering rally has made the market structure more neutral 
and early harvest is materially weakening basis for #2 SRW.  The June WASDE is tomorrow.  
 
There continues to be little to no fundamental news to talk about in relation to the flat price rally; it’s 
purely technical. Technical momentum is driving fund short covering and the managed futures short 
position is gradually being replaced by commercial short positions as prices rally. The cash trade is 
focused on quality right now rather than crop size. #2 SRW basis was reportedly under pressure today 
as early harvest along the river is proving to be of better quality than originally feared. Wet forecasts are 
foreboding, however. There remain concerns over KS protein and the cash trade is being cautious on 
protein scales. We expect HRW basis to be resilient through harvest given the carries in the board and 
the sheer amount of empty terminal space, and wet forecasts will likely further delay harvest. Short 
hedges in KWN should be rolled forward in this 11-12 carry area. The Z-K portion of the HRW curve is 
trading around -23 (75% of storage) and is into value for bullspreading.  
 
Spring wheat was slightly weaker vs Chicago and KC again today but our bias is that MW-W and MW-
KW intermarket spreads have some modest upside when fund buying abates in Chicago. We just don’t 
see a fundamental story to sustain the flat price rally through harvest. Nearby spring wheat basis and 
stocks remain negative, but there is still production risk in new crop, especially in Canada where 
significant areas are in need of rain. Duluth stocks were down 600,000 bushels to 16.2 million and are 
4.3 million higher than this week last year.  
 
The fund short position is coming down in Chicago and we estimate the managed money net short at 
50,000 or less. The ability of the market to continue rallying depends on how much of the fund short 
needs to transfer to commercial hands. Although there isn’t a fundamental story to justify higher prices 
from here, the majority of funds are technically driven. A close above the 200-day moving average 
could signal another round of buying. Tomorrow’s WASDE report is expected to show higher production 
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U.S. ending stocks                2014/15                 2015/16 
                             Wheat   Corn    Soy     Wheat   Corn    Soy 
Average trade estimate      0.712  1.859  0.339     0.798  1.779  0.487 
Highest trade estimate      0.734  1.964  0.360     0.876  2.053  0.569 
Lowest trade estimate       0.685  1.775  0.302     0.672  1.622  0.433 
USDA May                    0.709  1.851  0.350     0.793  1.746  0.500 
(in billions of bushels. Source: Reuters) 

in the US (HRW) and an overall smaller export program for US wheat, increasing ending stocks. There 
are a few changes we expect to the world wheat balance sheet that should net out to a tightening of 
global ending stocks and an increase in world trade: 

• North African production should be revised lower by 2-3 million tonnes due to poor finishing 
weather.  

• Indian production should be revised lower 5 million tonnes due to crop losses from heavy rains 
at harvest and imports increased to 1.5 million from 0.5 last month. 

• Russian wheat production should be revised higher by 2-3 million tonnes to reflect late season 
rains. 

• Australian wheat production should be revised lower by 2 million tonnes given El Niño 
considerations. 

 
We don’t get by class new crop balance sheets until July but expect HRW production to rise 
incrementally month over month reflecting late season rains.  
 
–Austin Damiani 


