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Sent: Monday, August 12, 2013 4:27 PM
Subject: Randy's take on the beans and his 15 year S/D

Kevin,
U.S. Soybean Complex Updated Balance Sheets and Related Charts

This post contains our latest U.S. soybean complex balance sheet updates following today's
USDA reports, as well as several charts related to today numbers.

USDA continued the status quo with providing another lower-than-expected crop estimate in
the August report. As we discussed in our pre-report comments, USDA has had a very strong
bias for estimating the soybean yield much lower than reflected by the average trade estimate.
However, their average yield estimate of 42.6 bushels/acre was still above the historical
relationship between early August crop conditions and the August yield estimate as seen below.
We would also point out that the final soybean crop size has a very strong bias to be larger than
the USDA's August estimate. In fact, only one of the last nine years has seen the U.S. soybean
crop prove materially lower than the August estimate, while five of the last nine years' final
crops were 162-323 million bushels larger than the August estimate.

Of note on the crop estimate, USDA lowered soybean planted acreage by 550k acres, with KS
down 200k, MN, NC and SD each down 100k and AR down 50. Acreage in the heart of the corn
belt was unchanged from the June estimate. USDA is currently estimating the IL yield at 47
bu/acre vs 43 last year, IA at 46 vs 44.5 last year, MN at 41 vs 43 last year and NE at 47 vs
41.5 last year. It's hard not to feel some of those could be conservative.

With the 165 million bushel reduction in the USDA's soybean crop estimate today, 2013/14
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estimated ending stocks declined sharply by 75 million bushels to 220 million, while the market
was anticipated stocks of 263 million. USDA cut 88 million bushels in total demand for next
year with 65 million coming from exports and 20 million from crush. Also of note this month was
the USDA's cutting of soybean oil for bio-diesel production by 200 million pounds to 4.6 billion.
The combination of higher old crop crush and lower exports resulted in a sharp increase in
2012/13 estimated soybean oil ending stocks by 225 million pounds to 1.970 billion. USDA has
raised 2012/13 soybean oil ending stock by a total of 305 million pounds (18%) over the last five
months.

Following today's report, the market is likely to be leery of returning to the downside until good
rains are seen in key growing locations. Even today's crop estimate reflects a vastly improved
supply situation from 2012/13, but definitely opens up the "what if" line of discussion should
heat return in late August amid drying conditions or an early freeze is seen given the late
development of the crop. Should rains be seen, we would expect soybeans to begin moving lower
again, but for the time being, today's report may prompt a temporary respite from the recent
pressure.
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R. J. O'Brien & Associates, LLC Disclaimer:
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.

7

