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MGEX WHEAT RECAP 
Tuesday, August 12, 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% 

MWU4 609^0 S -7^2 4781 20581 -1271 Basis (U): +80/+95 +120/+140 +160/+180 +250/+275 

MWZ4 620^6 S -7^4 3161 30637 +577 Info:  cars/nom nom/ask cars/cars cars/cars 

MWH5 632^2 S -7^4 616 9957 +112 Change: dn 10/unch unch/dn 20 up 5/dn 20 up 5/dn 25 

MWK5 640^2 S -7^4 364 2081 +99 Mpls Truck 20d to-arrive: +25 +50 +60 

MWN5 647^2 S -7^0 133 1103 +63 Portland (U) Aug NC Sep Oct Nov 

MWU5 654^4 S -7^2 65 482 +27 14%proBasis  +165/+195 +140/+195 +160/+210 +160/+210 

Totals:   9,156 65,368 -383  dn 5/dn 15 unch/dn 15 unch/unch unch/unch 

Cash Exchanges: 2,180 Options: 179 

Receipts on the Floor:   
142 cars and 3 trains 

Implied option vols: 
U:23% Z: 19% H: 18% 

Cash: Spring wheat basis continues to weaken ahead of harvest.   

Commentary: 
Wheat and beans closed sharply lower following the USDA report, but corn recovered from early losses 
to close nominally higher. The corn yield projection was ostensibly bullish coming in at 167.4 BPA 
versus an average trade guess of 170, but the trade is already bracing itself for further yield increases 
on both corn and soybeans for the September crop production report. Heavy farmer selling above the 
market is expected to limit rallies. Resistance is 375 in CZ and 1090 in SX.  
 
World wheat production rose 11 million tonnes consistent with trade expectations, the bulk of that from 
Black Sea exporters. Feed wheat use increased 5 million tonnes, perhaps not enough given only a 2.5-
3.0 million adjustment from exports to feed use for the EU. NASS increased HRW production by 26 
million bushels to 729, aggressive for today but in line with my expectations for final production and 
increased DNS production by 9 million, also in line with expectations. However, no change was made 
to MT yields and commercial contacts there expect an increase in next month’s small grains summary. 
However, the USDA penciled in the extra production directly into HRW exports with no other changes 
to by-class export projections. This is contrary to the pace of export sales and we continue to argue that 
at current price relationships, HRW exports are overstated and SRW exports are understated. HRW 
export commitments last week were 36% of the USDA projection versus 51% for SRW; after today’s 
update HRW sales are just 33%. Either HRW prices have to fall relative to SRW to realize today’s 
balance sheet, or a revision will be forthcoming in subsequent WASDE reports.   

 
WU/WZ continues to rally as the historically large net short position held by managed money rolls 
forward to the Z. The addition of new capital being allocated to short WZ today added to the pressure, 
and calendar spreads Z forward all weakened. This is financial order flow and inconsistent with a 
fundamental approach to wheat spreads. WH/WK trading 13 cents (6.5 cents/mo) offers significant 
value as a bullspreading opportunity given the WU/WZ trading at par (13 cents = 4.33 cents/mo). A 
VSR trigger is very unlikely after this week’s rally in the WU/WZ. I believe that it is unprecedented in the 
history of the SRW contract to have WU/WZ trading higher than WH/WK. Heavy bearspreading in 
WH/WK this week is likely index fund pre-roll.  MW-W and KW-W intermarket spreads rallied on the 
order flow most of the day but closed near daily lows. Our outlook remains unchanged: lower overall flat 
price environment and compression of hard/soft intermarket spreads. –Austin Damiani 


