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USDA Supply/Demand Report Preview
CORN

World Corn - Production vs Usage

Keep in mind, the estimated ranges in the August
report were between 161.2 and 154 bushels per acre
for yield and 14.27 and 13.49 billion bushels for
production. The decline in estimates for this month’s
report indicates that the market is well aware of the
changes that have taken place over the last month
and has already adjusted accordingly.
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The trade is looking for the 2013/14 national average
corn yield to come in around 153.7 bushels per acre,
down from 154.4 in the August report and well
above the 2012/13 estimate of 123.4. Production is
estimated to come in at 13.62 billion bushels, down
about 143 million bushels from the August report.
The decline in production implies a 1.46 bushelper-acre yield reduction when calculated against
97.4 million acres planted, even though the trade
estimate is calling for a yield decline of only 0.70
bushels per acre. This suggests the market may have
overcompensated on its estimates for production
declines, which leaves it at risk for a bearish surprise
on Thursday. The estimated range for 2013/14
production is between 14.01 and 13.33 billion.
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The information in this report may be considered dated upon its release and should not be considered interpersonal advice. This report is merely an opinion on the market
and is a reflection of conditions as of its publication. Market conditions change! Traders should not consider entering positions without their own independent analysis of the
market’s current situation, nor without further consideration of any changes to the information contained herein that may have occurred since this report was written. The
authors are not responsible for any verbal or written claims and opinions that might be provided in conjunction with this report. The trading suggestions contained herein
have been provided merely as a general guide and only for the purpose of quantifying the authors’ opinions.
This report includes information from sources believed to be reliable but no independent verification has been made and we do not guarantee its accuracy or completeness.
Opinions expressed are subject to change without notice. This report should not be construed as a request to engage in any transaction involving the purchase or sale of
a futures contract and/or commodity option thereon. The risk of loss in trading futures contracts or commodity options can be substantial, and investors should carefully
consider the inherent risks of such an investment in light of their financial condition. Any reproduction or retransmission of this report without the express written consent
of The Hightower Report is strictly prohibited.
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Corn Crop Conditons - Good to Excellent
Select States

World Soybean - Production vs Usage
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Ending stocks for 2013/14 are expected to come in near 1.73 billion,
down from 1.84 billion in the August report but up from the 2012/13
estimate of 715 million. On paper, an ending stocks number between
1.73 and 1.84 would be considered bearish for market direction. New
contract lows would be expected, with harvest pressure adding to
the downside influence.
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Soybeans Crop Conditons - Good to Excellent
Select States
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World ending stocks are estimated to come in at 146.93 million
tonnes, down from 150.17 million in August. Most of this revision
lower is expected to stem from a decline in US production. While
ending stocks may decline, world production could still come in
at a record 957.14 million tonnes. Many traders are looking for
increased production out of Ukraine, which is currently estimated
at a record 29 million tonnes.

SOYBEANS
The average trade estimate for the 2013/14 US soybean yield is 41.2
bushels per acre, down from 42.6 in the August report but above
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Trend-following funds were net short 134,420 contracts as of
September 3rd, which was off record highs but still rather large
compared to historical standards, so the market could still be
considered oversold.
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On the other hand, an ending stocks number below 1.7 billion
bushels might be considered bullish and could trigger fresh buying
and a significant amount of short covering. It is unlikely that major
harvested acreage adjustments will be made in this report. The
trade is mindful of the fact that changes would likely occur in the
October report.

the final 2012/13 yield of 39.6. Production is estimated to come
in at 3.140 billion bushels, down from 3.255 billion forecasted in
the August report and just below 3.015 for 2012/13. The range for
production estimates is between 3.24 and 2.98 billion, which is
rather wide and suggests the degree of uncertainty over just how
much lower yield will be. (The estimated range for the yield in the
August report was between 44.4 and 42.0 bushels per acre, and
for production it was between 3.40 and 3.22 billion bushels.) The
lowered expectations for this report suggests that the market has
adjusted quite significantly to the warm and dry August across the
Corn Belt and the resulting deterioration in weekly crop condition
ratings. Ending stocks for 2013/14 are estimated to come in near 165
million, down from 220 million in the August report but up from
the 2012/13 estimate of 125 million.
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Global ending stocks are expected to come in near 71.2 million
tonnes, down slightly from the 72.27 million estimated in the
August report. Declines in US production could be countervailed by
increases in Brazilian production. Brazil soybean planting is expected
to climb by 5% from a year ago. Brazilian production is currently
estimated at a record 85 million tonnes, but some private estimates
are coming in at 88 million. World production was estimated at a
record 281.71 million tonnes in the August USDA report.

WHEAT
The trade is looking for US 2013/14 ending stocks to come in near
unchanged from the August estimate of 551 million bushels. Exports
continue to be impressive, with inspections for the week ending
September 5th coming in at 31.6 million bushels, well above the
18.9 million necessary each week to reach the USDA’s forecast for
the marketing year. An increase in the export estimate could force
ending stocks lower, although the trade feels that feed usage may
decline given the robust supply outlook for corn. Feed usage is
currently estimated at 280 million, down 90 million from 2012/13
but well above the 5 year average of 218 million.
World supply remains bearish on paper at a record 705.38 million
tonnes, and the trade is looking for ending stocks to come in near

World Consumption (MMT)

Residual use for 2012/13 has been lowered to 5 million bushels, but
the current estimate for 2013/14 is 29 million. This means there
would be 24 million bushels to cushion the supply blow. And while
cumulative export sales to date are running at 54.5% of the current
forecast vs. the 5 year average of 40%, we would not be surprised to
see a revision lower in the export forecast. Export sales and shipments
saw a sharp decline from April through September in 2012/13, as the
South American harvest came to market and kept export demand in
check for the US. With production estimates inching higher in South
America for 2013/14, the USDA may lower its US export forecast
in anticipation of a slowdown in the second half of the crop year.

World Wheat - Consumption vs Trade
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The predicament for the soybean balance sheet is far more
pronounced than it is for corn, and the stage could be set for
circumstances similar to the 2012/13 crop year. If yield comes in at
the average trade estimate of 41.2 bushels per acre and harvested
acreage is left unchanged (after being revised lower by 500,000 acres
from July to August) and all demand components are left unchanged,
ending stocks would come in at 113 million bushels, which would
be the lowest reading since 2003/04. Demand adjustments will likely
made if the yield comes in at that level.
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Consumption

Trade

172.75 million tonnes vs. 172.99 in the August report and below
174.42 million a year ago. Ending stocks currently sit at 5 year lows.
Australian production for 2013/14 might see a decline from the
August estimate of 25.5 million tonnes. The Australian government
agency ABARES has estimated the crop at 24.5 million tonnes, and
the 5-year average production is 24.52 million tonnes. Additional
increases may come for Canada and the EU, while revisions lower
are possible for Argentina and India.

SUMMARY
The row crop markets will be the headliners for the report tomorrow,
as harvest has officially begun in the US. This report will add more
clarity to the supply and demand outlook for 2013/14. The soybean
market is in desperate need of something new to trade off of, as the
weather’s impact on production has declined given the stage that
most of the crop has already reached. Traders should be mindful that
there is a tendency for corn and soybeans to trend lower as harvest
moves forward and the psychological impact of the harvest tends
weigh on market sentiment.
Furthermore, one common theme does exist in the world supply
and demand estimates: corn, soybean, and all-wheat production are
projected to come in at record levels. Of course, the countervailing
argument is that world domestic demand for each is also estimated
at record levels. The difference at the moment is that the northern
hemisphere corn and soybean harvest will be in full swing soon and
that supply side sentiment will remain the dominant factor.
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Commodity Trading Guide 2014
Calendar | Encyclopedia | Almanac
Featuring:
- Futures & Options Expiration Dates
- Government & Industry Report Dates
- Contract Specifications
- Over 350 Charts & Graphs
- Traders Glossary
Order by October 1, 2013 & pay only $15 per copy.
That's a 25% savings!
Go to futures-research.com or call 800-662-9346
(After October 1st the price goes to $20)

The Hightower Report’s Weekly Market Letter
• New, Easy-to-Read Layout
• Short, succint articles with specific trade strategies
• Market-by-Market summaries, with long/short indicators
• Major Economic Events - and how they will impact the
markets
• Overvalue/Undervalued Indicators

Subscribe Today for Only $25 Per Month
First Month Free!
Go to HightowerReport.com or call 800-662-9346 or 312-786-4450
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