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MGEX WHEAT UPDATE 

 

Minneapolis HRS Wheat Futures: MGEX Wheat continued its backslide from the brief push above 
$10.00 per bushel in the nearby futures. As corn and soybeans continue consolidating near or at re-
cord highs, the wheat complex has been quicker to give back gains in the face of speculation of a 

top in the grain rally. Minneapolis has faired relatively well in spite of the pullback, with the price still 
holding levels not seen since November of 2011.  
 

The breach of the $9.50 level at midweek raises the probability of a push towards the gap area on 
the continuous futures chart shown here. This implies a continuation to the $9.00 level, where re-
newed strength should find its way into the market. A major support level at $8.50 might also be 

tested and should be viewed as a buying opportunity in the event. The market remains vulnerable to 
selling pressure below $9.60 per bushel, with a close back above $10.00 needed to encourage fur-
ther short covering and retake the bullish trend. With all-time highs in this contract north of $20 per 

bushel, we are reminded that anything is possible with the backdrop of historic drought conditions 
across much of the country, and will remain aggressively defensive against upside risk from here.  

THE DATA CONTAINED HERE IN ARE BELIEVED TO BE RELIABLE BUT CANNOT BE GUARANTEED AS TO RELIABILITY, ACCURACY, OR 

COMPLETENESS; AND, AS SUCH ARE SUBJECT TO CHANGE WITHOUT NOTICE.   

DISCLOSURE OF RISK: THE RISK OF LOSS IN TRADING FUTURES AND OPTIONS CAN BE SUBSTANTIAL; THEREFORE, ONLY GENUINE 

RISK FUNDS SHOULD BE USED. FUTURES AND OPTIONS ARE NOT SUITABLE INVESTMENTS FOR ALL INDIVIDUALS, AND INDIVIDUALS 

SHOULD CAREFULLY CONSIDER THEIR FINANCIAL CONDITION IN DECIDING WHETHER TO TRADE. OPTION TRADERS SHOULD BE 

AWARE THAT THE EXERCISE OF A LONG OPTION WOULD RESULT IN A FUTURES POSITION.  NO REPRESENTATION IS BEING MADE 

THAT ANY ACCOUNT WILL, OR IS LIKELY TO, ACHIEVE PROFITS OR LOSSES SIMILAR TO THOSE SHOWN. 



KCBT Wheat: Kansas City winter wheat dropped back below $9.00 per bushel on the opverall 

weakness in the complex, but the uptrend remains intact for now. A major bout of selling in the 
grains could easily send the KCBT wheat back to retest of the trend line breakout near the $8.00 per 
bushel level. Overhead resistance remains at $10.00 though it may not be tested in the near term. 

 
Soybeans to Corn Ratio: The ratio between soybean and corn prices continues drifting lower and 
may find its way to as low as 1.7 before any meaningful uptrend is established. This leaves contin-

ued potential for spreaders in the deferred months to buy corn and sell soybeans on an equivalent 
basis. The resulting competition for acreage may ultimately affect the wheat complex as well, with 
the markets now trading in frenetic ranges in an attempt to stay on the right side of the drought. As 

the final yields come in for the 2011 crop, price arbitrage between all crops for next year’s planting 
intentions will dominate the price action. Price rationing is likely to entrench itself in all major crops.  



CBOT Wheat: Chicago Wheat continues to consiolidate just below the $9.00 per bushel level as the 

spreads against CBOT and MGEX and KCBT narrow. Often indicative of fund-fueled buying in the 
CBOT complex, Chicago wheat is now highly vulnerable to a correction back to $9.00 per bushel or 
lower. This may depend on a significant break in the corn and bean rally, or the wheat complex may 

detach and find its own direction as harvest progresses and yields become known variables.  
 
 

Wheat vs. Corn Spread: Wheat broke hard against corn after failing its attempt to take the $1.25 
premium level last week. With that failure came a decline to well below $1 premium, as the spread 
appears to be headed back to the par value which anchored it for the first half of this year. We re-

main short this spread barring a close above $1.25 premium in the front month CBOT futures.  


