
 
Chicago grain and soybean prices rallied on an unexpected decline in US 2015 corn and soybean production. 
US 2015 corn production fell 53 million bu while US soybean production dropped 51 million bu. Both 
softened the impact of reduced US export demand on their respective balance sheets, and 2016 US winter 
wheat seedings were down 2.86 million acres from 2015 – with at least 2/3 of these acres likely to be seeded 
to summer row crops. A further rise in 2016 US corn, soybean and sorghum acres is feared which actually 
elevated 2016/17 stock estimates and new crop bearishness. The USDA January report did not alter sluggish 
demand trends; 2015/16 combined world wheat, corn and soybean trade is forecast by WASDE to be 20 
million mt below last year, and total US wheat, corn and soybean demand is forecast to be down 236 million 
bu to 19,264 million! 2015/16 US wheat exports are forecast to be at the lowest level since 1971 - and could 
fall further. Combined world corn, soybean and wheat end stocks are projected to rise to a record large 520.3 
million mt, up 23.4 million from last year’s record. The world is awash in grain with world wheat and 
soybean stocks both record large. The problem is that world trade demand is in decline amid all of this 
supply and low prices. The fear is that world grain demand is more inelastic. The market was braced for a 
bearish January report and funds covered a portion of their shorts in a kneejerk reaction. However, unless 
there is a dramatic change in the value of the US$ or renewed confidence in China’s economy, we doubt that 
any Chicago short covering rally can be sustained.  
 

 
 
Dec 1st US corn stocks totaled 11,212 million bu, right at the trade’s average guess. The number was 
obtained through reduced production, but also weaker than expected quarterly feed/residual use. NASS in its 

final estimate lowered US yield 0.9 
bushels/acre to 168.4, and lowered production 
53 million tons 13,601 million. We calculate 
Sep-Nov feed use at 2,194 million, down 32 
million (1%) from a year ago, and notice in the 
table that total Sep-Nov demand is down 114 
million from last year and the lowest since 
2012. Quarterly stocks/use is pegged at 2.72, 
the largest since 2009. The market was caught 
a bit off guard by a reduction in total US corn 
supplies, but the stocks data is hardly bullish. 
Demand remains the primary issue and weak 
energy markets and favorable S American 
weather will weigh on follow-through buying 
in coming months.  
 
In its annual balance sheet, the USDA lowered 
2015 production, but also lowered exports 50 
million bu. Ending stocks were boosted a net 



17 million bu to 1,802 million, and still we expect further cuts to consumption in the months ahead. Amid 
ongoing weak sales and shipments (and sizeable sales and shipments from S America), we project US 
exports down another 50 million bu at 1,650 million. USDA’s feed use forecast is still 50 million bu too high 
in our view, and importantly, NASS’s winter wheat seeding forecast is down 2.9 million acres, with acres 
down a million across the main Corn Belt and Delta. Most of these acres will be seeded to corn in the spring. 
Our new crop balance sheet illustrates what’s expected of US end stocks with normal weather and a lack of 
export demand growth. Note, too, that futures-based ethanol margins are down to just cents/gallon following 
another new low in gasoline prices. Amid lacking demand, rallies hinge upon adverse N Hemisphere weather 
in 2016.  
 

 
 
December 1st quarterly soybean stocks were reported at 2,715 million bu, right at the average trade estimate, 
but 187 million bu (7%) more than a year ago, and a record large December stocks figure. US Sept-Nov 
exports were 792 million bu with crush of 471 million. The first quarter residual of 150 million bu was 40% 
less than a year ago and the lowest 1st quarter residual since 2011. This makes sense, as the US shipment rate 
was well under a year ago and so with fewer beans in transit, NASS was able to better account for the new 
crop harvest. There will be little debate as whether NASS correctly assessed the 2015 US soy crop.  
 

NASS reduced planted acreage by 0.5 million 
acres and harvest acreage was lowered by 0.6 
million. The largest changes in acres were noted 
in MO (- 140,000 acres) and IL (-110,000 acres). 
NASS lowered yield estimates in 18 states, raised 
yields in 5 states, and yields were unchanged from 
November in 6 states. Total soybean production 
was lowered by 51 million bu. In the annual 
balance sheet, the USDA left the crush estimate 
unchanged, while exports were lowered by 25 
million bu. The season average price range 
forecast was reduced a touch on each side of the 
range, to $8.05-9.55. Our view is that exports are 
likely overstated due to large S American crops, 
while weakening crush margins will slow the US 
crush rate. Soybeans rallied after the report 
release, and our view is that this is a selling 
opportunity.  



 
 
US all wheat stocks on December 1st totaled 1,735 million bu, well above trade guesses, and so again the 
USDA has overestimated feed consumption. Assuming imports of 23 million bu, we calculate Sep-Nov 
feed/residual use at a negative 111 million bu, which prompted the USDA to lower its annual feed estimate 
within its balance sheet. Notice in the table above that Dec 1 stocks are at the higher end of recent years, 
while total Sep-Nov disappearance at just 382 million bu is the lowest on record. Total Jun-Nov US wheat 
consumption is the second lowest on record at 1,117 million bu. NASS shocked the trade with a winter wheat 
seeding forecast of 36.6 million acres, down 2.9 million from last year and the lowest since 2010. This places 
more importance on spring weather, but is not overly bullish amid abysmal demand.  
 

Most of the decline in winter wheat seeding centers on the 
Southern and Central Plains, with HRW acreage pegged at 
26.5 million vs. 28.9 million in 2014/15. SRW acres are 
estimated at 6.7 million vs. 7.1 million a year ago. Winter 
white wheat acres are estimated at 3.43 million bu, 
unchanged on last year. Producers have responded to 
exceptionally weak cash wheat prices, with basis in many 
locations some $.30-.50/bu below KC futures. However, 
it’s premature to assume sharply lower production amid 
favorable soil moisture across the Plains, and an ongoing 
dominance of El Niño projected into early summer. Note 
that assuming trend yield and average abandonment, US 
winter wheat production in 2016/17 can be expected at 
1,330 million, down just 40 million from last year. Our 
first stab at new by-class balance still indicates a large 
surplus of HRW (425-450 million bu), tightening SRW 
stocks (140-150 million), and unchanged white wheat 
stocks. The bearish story is unchanged.  
 
 
 
In the USDA’s annual US wheat balance sheet, feed use 
was lowered 30 million bu amid disappointing figures in 
the last two quarterly stocks report. No other changes were 
made, and US wheat ending stocks were lifted to 941 
million bu. We would expect exports to be lowered 
another 25 million bu by the final count, and feed use is 
modestly overstated. Despite the drop in winter acreage, 
new crop stocks are projected in excess of 1,000 million 
bu without a substantial improvement in export demand. 



We reiterate that the US wheat market is in a demand-led bearish trend. US production will be secondary to 
its share of world trade. Importantly, the USDA raised Black Sea production and exports in its January 
WASDE release. Total world wheat stocks were raised 2 million mt to 232 million – a new record. The world 
wheat market is unmoved! 
 
 


