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Closing Grain & Soybean Comments
October 25th, 2013
Corn: Corn finished a sideways week with another sideways session. The Dec corn settled at $4.40, down ¼ cent on
the day. The expiration of the November options helped drive corn to that round number. The daily trading range in
the Dec was just 2 ½ cents while the trading range for the week was a paltry 8 ¾ cents. The back months were also
steady to a penny lower. The July settled at $4.68 ¼, down ½ cent. The corn spreads were mixed but the Dec-Mar
did trade into 11 ½ cents carry at one point, matching its narrowest trade since August. It settled at 12 cents carry.

Open Interest in Corn Futures, % in Dec

Contracts

Many traders noted this week’s gains in
open interest. The chart at the right
shows how open interest in corn has
grown since September from less than
1.1 million contracts to now almost 1.3
million. In that time, open interest in
the December has been more or less
flat with the gains being seen instead
in the back months. The speculation
this week was that new longs were
being established on end user pricing
and that the new shorts were hedging
as the farmer markets some bushels.
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Corn basis generally improved in the
last 24 hours. Many Midwest locations
bumped their posted bids by 3-10
cents and reports of pushes are being
heard as well. The gulf was bid at +72 Z at midday, up 2 cents from Thursday levels.

% in Dec

News was very slim, which contributed to the lack of price action. The US is likely to see a few more days of big
harvest activity before rains force the combines out of the fields by next Tuesday. Monday’s progress report is likely
to show the US over half done on corn harvesting. Tyson announced that they would stop buying Canadian slaughter
cattle due because of costs associated with country of origin labeling.

Looking ahead to next week, the trade will focus on the Tues-Thursday rain event, harvest progress (to be released
Monday), export sales (to be released Thursday), and private crop estimate updates ahead of the November crop
report. From a technical perspective, watch the monthly low of $4.32 ½ and the monthly high of $4.49 ½ as key
support and resistance.
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Soybeans: The soybeans had their worst performance in two
weeks as the November finished 9 ¾ cents lower at $13.00. The
July was also down 9 ¾ cents at the end of the day, settling at
$12.49 ¾. The expiration of the November soybean options
clearly pushed November futures towards $13.00 at the end of
the day but soybeans struggled throughout the session. Even a
sales announcement by the USDA did little to boost prices. The
spreads were mixed at the close. The Nov-Jan settled at 6 ½
cents, the highest level in contract history and its 5th consecutive
non-lower close.
The products also faded on the day. Meal was down $1-$3 per
ton with the Dec settling at $423.50. The oil was down 40-45
points, pressured by losses in world palmoil markets. The Dec oil
settled at 40.73.

The USDA announced the sale of 120K tons of soybeans to China
and 120K tons of soybeans to Taiwan as part of the daily reporting system. This did not have much of an impact on
the bean trade partly because the trade is still trying to ascertain what sales have been declared, what haven’t, and
how exactly this piecemeal data from the USDA adds up. The picture should be much clearer after next week’s
catch-up export sales report.
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In other news: The Buenos Aries Grains Exchange is looking for Argentine soybean planting to be up 2.5% compared
to a year ago. They also said that Argentine farmers started planting in earnest this week. Brazil is likely to receive
ample (and in some cases, too much) rain in the next week while Argentine growing areas will have to wait until the
end of next week for what is expected to be a widespread precipitation event. If the forecast for that event becomes
more certain, additional plantings will likely be seen both before and after the rain. Malaysia is considering bumping
their biodiesel blend requirement from 5% to 7%. Through the first few months of the 2013/14 crop year, Canadian
crushings of canola and soybeans are down 15% and 8% from year ago levels.
Midwest soybean and meal basis was mostly steady in the last 24 hours although a few soybean locations did
improve 3-5 cents on beans. The gulf market did improve 2-4 cents and is now bid at +103 X. The PNW has also
improved sharply this week and is now bid in excess of +170 X.
Wheat: Wheat traded both sides but ultimately was pushed into the red. It closed lower week on week for the first
time in the last 6 (since September 16th). The possibility of Indian exports, a lack of other news, and profit-taking
were cited as negative factors. On the day, MN saw the deepest losses, down 5-8 cents. KC and Chicago were down
4-5 cents. The December contracts settled at $6.90 ¾ in Chicago, $7.59 in KC, and $7.45 in MN. The wheat spreads
were mixed on the day.
The eastern sections of the HRWW belt look to receive beneficial rainfall in the middle of next week. Unfortunately,
this will leave some dry areas still wanting. Even with this rain, most HRWW acres will see net drying through the
current forecast. Another 1 or 2 rain events prior to dormancy would really aid a crop that looks pretty good today.
US basis levels have ratcheted higher in the last few weeks, which is primarily due to the strong export demand seen
in that time.
On the international front: Areas of Argentina saw a frost overnight and could again tonight. Brazil’s wheat growing
regions have seen too much rain this week, possibly lowering the quality of their oncoming crop. Neither
development will cheapen values in a region that is seeing the highest priced wheat in the world at the moment.
Australian growing areas also saw a
frost last night. India’s MMTC is
Estimated Fund Position in Chicago Wheat
tendering to export 60K tons of wheat.
0
The tender will close on November 15th.
Previously, the government had wanted
(10,000)
based on CFTC data through 10/1 and then floor estimates
to keep export prices above $300 but
(20,000)
sources indicate they may now soften
(30,000)
on that stance. Lower prices could
(40,000)
make lower-quality Indian wheat
(50,000)
competitive into key markets such as
(60,000)
the Middle East and SE Asian. France
(70,000)
said they have planted 54% of the
(80,000)
winter wheat acres.
(90,000)
The funds were sellers of 3,000 wheat
(100,000)
on the day but they have been trimming
1/8 2/8 3/8 4/8 5/8 6/8 7/8 8/8 9/8 10/8
their net short position in recent weeks
(see chart at right).
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This material has been prepared by a sales or trading employee or agent of R.J. O’Brien and is, or is in the nature of, a solicitation. This
material is not a research report prepared by R.J. O’Brien’s Research Department. By accepting this communication, you agree that you are an
experienced user of the futures markets, capable of making independent trading decisions, and agree that you are not, and will not, rely solely on
this communication in making trading decisions.
DISTRIBUTION IN SOME JURISDICTIONS MAY BE PROHIBITED OR RESTRICTED BY LAW. PERSONS IN POSSESSION OF THIS
COMMUNICATION INDIRECTLY SHOULD INFORM THEMSELVES ABOUT AND OBSERVE ANY SUCH PROHIBITION OR
RESTRICTIONS. TO THE EXTENT THAT YOU HAVE RECEIVED THIS COMMUNICATION INDIRECTLY AND SOLICITATIONS
ARE PROHIBITED IN YOUR JURISDICTION WITHOUT REGISTRATION, THE MARKET COMMENTARY IN THIS
COMMUNICATION SHOULD NOT BE CONSIDERED A SOLICITATION.
The risk of loss in trading futures and/or options is substantial and each investor and/or trader must consider whether this is a suitable
investment. Past performance, whether actual or indicated by simulated historical tests of strategies, is not indicative of future results. Trading
advice is based on information taken from trades and statistical services and other sources that R.J. O’Brien believes are reliable. We do not
guarantee that such information is accurate or complete and it should not be relied upon as such. Trading advice reflects our good faith judgment
at a specific time and is subject to change without notice. There is no guarantee that the advice we give will result in profitable trades.

RJO’Brien

Service is our trade

3|Page

