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MGEX WHEAT RECAP 
Tuesday, September 15, 2015 

Futures Settlements: Cash: Delivered Rail Chicago/Beyond (includes $0.05/bu BN fee) 

 Close Chg Today's 
Volume 

AM 
O.I. 

O.I 
Chg 

Protein: 12.0-13.0% 13.0-13.5% 13.5-14.0% 14-14.5% 

MWZ5 520' 4s -4' 2 3853 32511 +21 Basis MWZ: +68 +65/+77 +70/+83 +80/+100 

MWH6 534' 0s -4' 2 732 14314 +170 Info:  nominal train/bid nom/nom cars/nom 

MWK6 544' 0s -4' 0 236 6378 +4 Change: unch up 5/up 7 unch/unch unch/up 10 

MWN6 554' 0s -4' 0 173 3812 +32 Mpls Truck:  -40 +10 +35 

MWU6 564' 0s -4' 0 70 2735 +10 Portland Sep-MWZ Oct-MWZ Nov-MWZ Dec-MWZ 

MWZ6 576' 2s -4' 6 5 795 +34 14%proBasis  +100/+120 +100/+120 +90/+120 +100/+125 

Totals:   5,069 60,575 +271  unch/unch unch/unch unch/unch unch/unch 

Cash Exchanges: 1,391 Options: 35 

Warehouse Receipts:   
Duluth: 794 Mpls: 1 

Implied vols: unch 
Z: 23%, H: 22 ½%, K: 22 

HRS basis was flat in PNW and firm in the spot mkt despite heavy 
receipts of 249 cars and 7 trains. Farmer selling remains very light 
but the country is making space ahead of row crop harvest.  

Commentary: 
Wheat and corn blew off steam, closing lower but well within yesterday’s range. Intermarket spreads 
corrected, however, with wheat losing to corn and corn losing to beans. Beans broke out of the recent 
well established range and traded to the highest level in 3 weeks, but the close was not inspiring, about 
mid-range. There has been little to no new fundamental drivers of price action this week, just the COT 
and the trade digesting the crop report and triggering technical short-covering at 2 and 3-week highs.  
 
Cash wheat is moving out of the country in preparation for row crop harvest. SRW deliverable stocks 
were up one million bushels from last week and Duluth stocks were also up one million bushels. HRW 
stocks were down 350,000 from last week, but interior HRW premiums are said to have finally broken 
this week. Recall that big concrete was paying 15-20 over the option to buy bushels during KS harvest. 
With a push to make space for fall crops, terminals are now buying HRW at 20 under KWZ. The weak 
interior basis will continue to pressure HRW calendar spreads as the threat of delivery looms.  
 
Funds are short wheat but yesterday’s rally probably reduced the net short position by 10,000 contracts 
across the three exchanges. Although the WZ chart has upside room to 520-530 before encountering 
serious technical resistance, there just isn’t a compelling fundamental reason to rally. Managed futures 
order flow will control daily price action as we trade the size of the fund position. Export demand and 
strong cash markets will signal when futures are undervalued. Corn, bean, and wheat basis are weak.  
 
MW and KW calendar spreads continue to trade at very wide carries. Producers should take advantage 
of the generous board carries to lock in the 35 cent premium to N6 or the 55 cents to MWZ6 (or 65 cent 
premium from KWZ5 to Z6).  The carry should erode over time and if something unexpected happens 
to trigger a rally in old crop futures, the Z16 isn’t going to have the same upside, and can be applied as 
an HTA to next year’s production.  
 
The Fed Meeting this week is as important as any crop report. Continuation or extension of the strong 
USD environment will continue to pressure world cash values and US futures prices while supporting 
domestic basis.  --Austin Damiani 


