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Ontario Grain Market Commentary for May 21, 2014 
By Marty Hibbs, Grain Farmers of Ontario 


	Wednesday May 21st, 2014

	COMMODITY

	PERIOD

	PRICE

	WEEKLY MOVEMENT


	Corn CBOT

	July

	4.74 ½ 
	↓
	11 ½ 
	cents


	Soybeans CBOT

	July

	15.05 ¼ 
	↑
	25 ½ 
	cents


	Wheat CBOT

	July

	6.64 ¼ 
	↓
	18
	cents


	Wheat Minn.

	July

	7.38 ¾ 
	↓
	34 ¼ 
	cents


	Wheat Kansas

	July

	7.61 ½ 
	↓
	37 ¼ 
	cents


	 

	 

	 

			 


	Canadian $

	June

	0.9182
	↓
	41
	points



	

	


CORN:

Ontario’s slow planting season was furthered delayed by heavy rain this past week.

 

The entire area from Toronto all the way to Windsor got as much as 200% of normal rainfall over the seven-day period ending May 15. The Bruce Peninsula was also hit hard, as was much of northern Ontario. Areas east of Toronto to Ottawa got between 150% and 200% of normal precipitation during the same period.

 

According to provincial crop specialist Peter Johnson, some areas of the province got as much as 6 inches of rain from the weather system, adding that producers in regions such as Essex and Kent counties have now been kept out of the fields for over a week. In contrast, producers in the Ottawa Valley stayed relatively dry and were able to keep planting right up until Friday, he said.

 

The latest estimates put Ontario corn planting at around 35% complete, with soybeans around 5% finished.

SOYBEANS: 

Why the strength in soybeans?

That is puzzling many investors. With the planting delays in the northern US only adding to the chances of farmers switching from corn to soybeans – which can be planted later in the season and  adding upward pressure to the already-record estimate for US seedings of the oilseed.

To summarize the Soybean situation, we will recap a few Bullish and Bearish factors.

Bullish Factors

1. Rumors of reduced Chinese demand and purchase cancellations, due to the decreased crushing margins in the country and bird flu

2. Soybeans exports from Brazil to the USA

3. Record South American production, even with climatic stress at end of development and reduced      Brazilian production expectation of increased acreage by 6.5% for US 2014/15
Bearish Factors 
1. Critical historical situation of US ending stocks, which is exacerbated by continued export sales

2. Negative impact of lack of rains in some regions of Brazil and Argentina, with recorded failures

3. Strong soybean crushing pace in the US
WHEAT:
The condition of drought-hit US winter wheat deteriorated further, dropping to its lowest rating in 18 years, fuelling concerns that rains slated for this week may come too late to foster a recovery in yield potential.

The proportion of US winter wheat rated "good" or "excellent" dropped 1 point to 30% in the week to Sunday, data from the US Department of Agriculture showed.

The condition of crops in the Midwest -- which grows soft red winter wheat – actually improved in many areas, including the important growing states of Illinois and Ohio.
With the current fundamental factors affecting wheat already “baked” into the prices we look to the charts for some indication of future price discovery.

Based on the Chicago futures price charts, we can see a support as well as resistance levels.

Taking into consideration the January low of 5.50 and the May 6th high of 7.44 on the July chart, we have completed a Fibonacci retracement of 38% or 6.62 on Monday May 19th.  The next support is 6.40 and again at 6.20 on the daily July chart.  The $6.20 level also coincides with the weekly chart’s major support at a 68% retracement based on the lead futures month.
The short term indicators are negative at the time of this writing; however the longer term charts are still positive, suggesting just a correction at this time.

We will need a close above 7.40 on the July contract to get excited about a further challenge to $8.00 Chicago Wheat futures.
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2014 harvest prices as of May 21st at the market close are as follows:

SWW at $255.54/mt ($6.95/bu), SRW at $241.44/mt ($6.57/bu), HRW at $259.56/mt ($7.06/bu), HRS at $274.57/mt ($7.47/bu).

