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How can WPI’s consulting services help your business 

succeed? 
 

Consumer Research: WPI produces low-cost, non-probability consumer surveys 

around the world. When overlaid with conventional market research data, the result 

is insights into where and how markets for agrifood products can be expanded – 

and we have the results to prove it. 

 

Market Identification: Conventional use of macroeconomic and demographic 

data has correlative value in identifying new markets, but WPI digs deeper. The 

result has been unique recommendations with some netting a return ratio of 6:1 for 

increased exports and promotional investment. 

 

Investment Analysis: WPI has provided due diligence on agrifood investments in 

disparate parts of the world from dairy and juice packaging in Cameroon to 

soybean crushing in Ukraine and biotech corn planting in Canada. In other 

instances, the company has used its decades of risk management experience to 

caution enthusiastic but new-to-agriculture investors to be prudent. 

 

What do our clients say about our services? 
 

• Any company that follows up like WPI deserves our business. 

• WPI does an excellent job of working to assess the client’s needs and 

tailoring their methodologies accordingly. 

• WPI is very responsive in addressing any questions we have; they are helping 

the association gauge how to move forward with effective strategies in 

international markets. This year they have increased the level of their services 

and continue to help us find ways to be effective with our strategies. 

• WPI has been responsive and cooperative under every challenge and 

circumstance presented in their work for us. 

• WPI really provides us with a life-blood service. 

 

 

Please contact Gary Blumenthal, CEO and President, at 202-785-3345 or 

gblumenthal@agrilink.com for more information about how WPI’s consulting 

services can work for you.  
 

 

 

mailto:gblumenthal@agrilink.com
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WPI POLLING 
 

Below are the results of one recent WPI poll. Visit www.worldperspectives.com to cast your vote in our current 

survey.  
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FROM THE WPI TEAM 

By Matt Herrington 

 

Change is seldom easy but almost always 

necessary. You might notice that the June, July, 

and September 2019 issues of Ag Review look 

and read a little differently than issues of the past 

few years. We’ve streamlined our approach to 

deliver the most pertinent information as 

seamlessly as possible while keeping reader costs 

low.  

 

One of the most notable changes is that Ag 

Review will now hold true to its name and offer a 

synopsis of the past month’s market and policy 

activity. We’ve taken a “best of” approach and 

will be publishing reader’s favorite articles from 

the past month for three categories: Market 

Analysis, International Analysis, and Policy 

Analysis. Within each of these sections, you’ll 

find information previously published in a WPI 

report that readers and WPI staff deemed 

especially interesting or pertinent.  

 

We hope you enjoy the revised Ag Review. As 

always, WPI’s commitment is to provide unique, 

actionable information and analysis to our 

readers. If you have any feedback or further 

suggestions for this (or other) publication, we 

always appreciate hearing readers’ thoughts!  
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WPI MARKET ANALYSIS 

Breaking Down Farm Income for 

2019 
By Dave Juday 

 

arm income is projected to increase in 

2019, which would be the third year in a 

row of growing farm income, but the 

reason for the most recent two years’ 

increase is because of government payments. 

 

• Net cash farm income is projected to be 

$112.6 billion, which is down 16 percent 

from the record run of 2012-2014 average, 

but up 7 percent from last year. 

• Gross income for 2019 is down only 7 

percent from the three-year 2012-2104 

average (less than half of the net income 

drop) and is up only 2.1 percent from last 

year.   

• Additionally, farm real estate debt is way 

up.  At $257.1 billion, it is up 4.6 percent over 

last year and up 39 percent over the 2012-

2014 average. 

• Farm cash operating expenses are projected 

to be 4 percent lower from the three-year 

2012-2014 average.  In other words, one of 

the key takeaways from this income 

projection is that projected expenses in 2019 

are estimated to drop only 25 cents for each 

$1 in gross in net farm income.   

 

Operating expenses have been much more 

“sticky” than income – even with record large 

prevented plantings this year.  As would be 

expected from that scenario, all the operational 

expenses such as seed, pesticide, and fuel 

dropped. Increases in operating expenses from 

last year to this are largely on the livestock side, 

including feed and labor.  That is to be expected 

as well given the expanded production in the 

livestock and poultry sector and the volatility of 

the corn market. 

 

Interestingly, the largest increase in farm cash 

income is from non-commodity related cash 

generation, such as custom work, machine rental,  

 

 

 

 
 

and recreational income (think hunting permits). 

Last year, that cash income was $29.1 billion; this 

year it is projected to be $34.7 billion. In short, 

farmers were forced to find new income streams. 

But the big standout change shown by the income 

data is the growth in farm payments, which are 

expected to total $19.5 billion this year, not 

including net crop insurance indemnities. 

 

 
Source: USDA, WPI 

 

Of course, with the farm program payments, most 

producers enrolled in the Ag Risk Coverage 

(ARC) program created by the 2014 farm bill, 

which is based off a rolling average price, versus 

the Price Loss Coverage (PLC) program which is 

triggered by a set target price. The ARC program 

was set in 2014 as the average price of 

commodities was high and destined to trend 

lower. Thus, most federal payments have been 

disaster relief or trade mitigation payments, 

which have increase from $700 million in 2016 

and 2017 to $13 billion this year.  
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Source: USDA WPI 

 

Total revenues for corn are projected to be down 

$200 million this year from last year based on a 

lower quantity sold, soybeans revenues are 

forecast down $5.7 billion on lower prices and 

volumes sold, and wheat revenue is projected to 

increase $700 million to $9.6 billion based on 

larger volumes sold. Broilers are the only 

livestock commodity projected to see decreased 

revenue in 2019, with a drop of $3.9 billion. 

 

 
Source: USDA, WPI  

 

 

Plenty of Grain and Oilseeds 
By Bob Kohlmeyer 

 

The U.S. corn and soybean yields 

reported in today’s September WASDE 

were the first to use corn ear counts and 

weights plus soybean pod counts and 

weights from actual field surveys 

conducted by NASS scouts. As a result, 

NASS estimates that the national 

average corn yield will be 168.2 BPA, 

down 1.3 BPA from August, but still 1.5 

BPA higher than the average trade 

guess. The September soybean yield 

estimate is 47.9 BPA, a .6 BPA 

reduction from August, but .7 BPA 

higher than trade expectations. Of 

course, the September 2019 yield 

estimates are well below the final 

estimates for 2018 of 176.4 BPA for 

corn and 51.6 BPA for soybeans due to this year’s 

late planting and wet conditions.   

 

Based on its latest yield estimates,  

NASS forecasts U.S. corn production will be 13.8 

billion bu, down about 100 million bu from 

August and down 600 million bu from 2018. 

Soybean production is put at 3.63 billion bu, 

down about 50 million from August and about 

910 million from the 2018 final estimate. Most 

private production estimates are lower than 

USDA’s. There is a widespread feeling among 

the trade that NASS’s October survey when crops 

are more mature should result in more accurate 

estimates. Many in the trade look for the October 

estimate to again reduce NASS’s yield and 

production estimates. 

 

U.S. ending stocks of corn for 2018/19 (which 

ended on 31 August) are forecast to be 2.47 

billion bu. 2018/19 U.S. soybean stocks are 

estimated to be 1.005 billion bu. Ending world 

corn stocks for 2018/19 are estimated to be 329.6 

MMT with world soybean stocks at 112.4 

MMT.  The U.S. and the world as a whole are 

holding an over-abundant supply of both.  USDA 

predicts that U.S. 2019/20 ending stocks will 

drop to 2.19 billion bu for corn and 640 million 

bu for soybeans.  Ending world stocks for 

2019/20 are predicted to be 306.3MMT for corn 

and 99.2 MMT of soybeans. Supplies for 2019/20 

$0

$10

$20

$30

$40

$50

$60

$70

$80

re
v

en
u

e 
in

 b
il

li
o

n
s

Revenue by Commodity

2017 2018 2019 f

$0

$5

$10

$15

$20

$25

2012 2013 2014 2015 2016 2017 2018 2019 f

Federal Payments to Farmers

Trade Mitigation and Disaster Payments

Farm Program Payments (2014 farm bill; ARC/PLC etc)

Fixed Payments (2008 farm bill; ended in 2014)

Conservation Programs



4 

 

 

Ag Review  World Perspectives, Inc. September 2019 

will be reduced largely due to the smaller U.S. 

crops, but will still be more than adequate. And 

we should mention that ending 2019/20 world 

wheat supplies are predicted to reach a record 

286.5 MMT.     

 

At this point we doubt that a few million bu more 

or less will have much long-term impact on price 

direction for corn or soybeans. Based on the 

current production, demand and ending stocks 

estimates, it is hard to make a sustained 

fundamental case for bullish prices.  Grain and 

soy futures prices often establish seasonal lows 

just before or just after the October 

WASDE.  And consistent with this trend, prices 

have bounced off of recent lows. 

 

USDA’s world and U.S. soybean stocks estimates 

were slightly below trade estimates which helped 

support soybean futures prices, but the soybean 

market was already well supported by positive 

vibes on the U.S.-China trade front. China 

announced it was lifting its tariffs on a number of 

items (not including major ag products), and the 

U.S. is delaying implementation of some tariffs 

as the two sides try to set a positive tone for the 

next trade meetings due in early October. 

 

However, of more immediate influence on 

soybean prices were hints from the Chinese 

Ministry of Commerce that Chinese state 

companies would buy U.S. soybeans ahead of the 

early October meetings. U.S. exporters report that 

the Chinese are inquiring about prices for up to 3 

MMT of soybeans from the PNW.  It is rumored 

that purchases of up to 1 MMT were made today. 

There appears to be no interest in corn or wheat. 

 

The U.S.-China trade dispute is a political 

situation. Whether China imports U.S. soybeans 

is a political decision as is how much they may 

import. Chinese officials are well aware that the 

growing criticism of the Trump administration’s 

trade policies coming from the farm sector gives 

them some leverage. Sensitivity to complaints 

coming from such an important part of President 

Trump’s core political base probably led to 

today’s remarks from Treasury Secretary 

Mnuchin that agriculture will be at the forefront 

of the discussions when U.S. and Chinese trade 

officials meet in Washington early next month. 

The soy market should remember that Chinese 

purchases of U.S. soybeans do not change the 

world supply/demand outlook for soybeans. It 

will simply change the trade flow. The U.S. 

would fill a part of China’s demand that 

Brazil/Argentina would otherwise cover. The 

latter will compete for other buyers that the U.S. 

would have covered had Chinese buying of U.S. 

soybeans not occurred.      

 

It is also reported that Chinese buyers were 

inquiring about prices and availability of U.S. 

pork, but we cannot confirm that there have been 

any actual purchases. However, the spread 

between high domestic pork prices prevailing 

currently in China and U.S. pork prices appears 

wide enough to cover the 25 percent tariff. If the 

Chinese government allows it, there likely will be 

new purchases of U.S. pork if there have not been 

some already. CME hog futures closed limit up 

today. China needs to import a lot of pork to help 

offset the lost domestic production due to African 

Swine Fever.   

 

China’s need to import U.S. pork appears to be 

much greater than their need to import U.S. 

soybeans.  But political decisions will control 

what happens in both cases.     
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WPI INTERNATIONAL ANALYSIS 

China In-Country Analysis – 11 

September 2019 
By Williams and Liu 

Macroeconomic 

Cost of Food Surges 

 

ourtesy of a 46.7 percent rise in retail pork 

prices, China’s food inflation jumped by 10 

percent in August on an annualized basis. 

This is the biggest monthly increase in the 

cost of food since January 2012. It also marks the 

seventh straight month that food prices have risen 

above their 2018 levels. Heading into the annual 

Moon Harvest Holiday and then the all-important 

National Day week-long celebrations, ongoing 

price increases in cooking oil, vegetables, fruit, 

other meat and fish, as well as pork, will have a 

dampening impact on consumer sentiment, 

particularly if China’s quarterly GDP continues 

to contract. 

 

Livestock 

Live Hog Price Sets New All-Time Record to 

Close Out August 

 

Since surpassing the 2016 historical mark of 

RMB 20.55/kg ($2.90/kg) or RMB 9.32/lb. 

($1.31/lb.) in mid-August, the national average 

live pig price reached RMB 24.69/kg ($3.48/kg) 

or RMB 11.20/lb. ($1.58/lb.) on 28 August. 

While the Ministry of Agricultural and Rural 

Affairs (MARA) has declared that pork output 

has fallen by 32 percent in 2019 compared to 

2018, private sector observers believe this to be a 

conservative and undocumented figure. Some 

analysts and companies report a year-on-year 

decrease of as much as 50 percent.  

 

At the regional level, the variation is likely more 

pronounced. High density coastal areas with 

production facilities in close proximity, such as 

Guangdong Province, may even be higher. In 

March, the province reported that hog inventories 

were down by as much as 40 percent. Yet, feed  

 

 

 

 

 

 

 

 

demand had fallen by as much as 70 percent. In 

Sichuan Province, the same industry survey said 

inventories were only down by 10 percent.  

 

In 2017, Sichuan slaughtered 65.8 million hogs, 

while last week the province’s department of 

agriculture said the current year target would 

likely be in the neighborhood of 40 million. The 

question remains how much pork meat that was 

in reserve in February and March when sales 

were down is left, whether in China’s strategic 

reserve or among pork companies looking to 

benefit from the sudden shortage. The South 

China Morning Post last week reported that while 

provincial governments have been releasing meat 

from their reserves since August, the central 

government began doing so last week. According 

to the article total strategic pork reserves amount 

to just 990,000 MT, which is a drop in the bucket 

as far as replacing an estimated 10 MMT shortfall 

of pork meat is concerned. 

 

Imports of pork meat and offal have soared as a 

result. Through the first seven months of 2019, 

total pork meat imports have amounted to just 

over 1 MMT, while pork offal imports have 

totaled nearly 590,000 MT, according to the 

China hog market analyst company IQC Insights. 

In July alone, pork meat and offal imports were 

up from the previous July by nearly 107 percent 

and 38 percent, respectively. Overall, through the 

first seven months of the year, total pork imports 

have climbed by nearly 20 percent compared to 

the same period for 2018. 

 

For U.S. pork producers, July also proved to be a 

historic month. A total of 60,732.40 MT of pork 

meat and offal products were shipped to China in 

July, an increase of 19,028 MT (+45.6 percent) 

C 
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from June. By comparison, the U.S. exported just 

13,186 MT in July of 2018. With a total value of 

just over $138.9 million, the average export value 

for pork shipments to China in July amounted to 

$2,287.15/MT or $1.04/lb., an improvement of 

$328.24/MT or $.15/lb. since this past May.  

 

U.S. Pork Exports, Average FOB Price 

(USD/Lb.) 

 
Source:  USDA GATS 

 

Despite the tariffs, U.S. exports of pork meat and 

offal products to China in 2019 through the first 

seven months of year are on a record pace. The 

total volume stands at 237,793.20 MT, which 

surpasses the previous historic mark for the first 

seven months of the year of 226,540.00 MT set in 

2016. The total value at just $492 million is also 

a new record for the first seven months of the 

year. At this pace, pork exports from the U.S. to 

China could easily surpass the 400,000 MT mark 

by the end of 2019. 

 

Interestingly, China’s poultry imports while up 

for the first seven months of 2019 have not risen 

sufficiently enough to close the gap. The lack of 

grandparent flock combined with the country’s 

ban on U.S. poultry due to avian influenza 

concerns has limited options. In fact, during 

August of 2018, China’s Ministry of Commerce 

targeted Brazil, its main supplier of imported 

poultry, with anti-dumping investigation. Russia 

and Poland were expected to ramp up poultry 

exports to China this spring and summer.  

However, the estimated quantities of 100,000 to 

200,000 MT would do little to dent the animal 

protein shortfall expected to occur throughout the 

rest of the fall and into the first half of 2020.  

 

Oilseeds 

Soybean Meal Inventory Continued to 

Recover 

China’s crushing activity continued to pick up 

steam last week as soybean oil prices remained 

strong and the costs of imported soybeans fell 

further. Through last Friday, 6 September, 

China’s nationwide estimated soybean meal 

inventory stood at 789,800 MT, an increase of 

13,200 MT (+1.7 percent) from the previous 

week. Regionally, soybean meal stocks rose in 

four regions and fell in three.   

 

Among those seeing gains, the largest 

improvement on a percentage basis was 

Shandong Province, where soybean meal 

inventories jumped by 10,800 MT (+22.6 

percent) to 58,500 MT.  Among the regions 

seeing decreases, the most significant weekly 

drop occurred in the North, where soymeal stocks 

fell sharply by 20,400 MT (-29.1 percent) to 

49,600 MT. Going back to the first week of 

September 2018, last week’s estimated national 

soymeal inventory was down by 231,100 MT (-

22.6 percent). The southeastern provinces of 

Guangdong, Guangxi, and Fujian are the only 

three regions where soybean meal inventories are 

up from a year ago.   

 

Imported Soybean Inventory Holds Steady 

China’s imported soybean stocks have received 

steady arrivals of U.S. shipments in the past 

several weeks, which has kept supplies at the 

country’s major ports relatively steady. An 

increase of 113.500 MT (+7.0 percent) in 

imported soybean inventories at the five main 

ports in Shandong raised the province’s total to 

1.74 MMT or 27.7 percent of the national total.  

 

In contrast, imported soybean stocks at the three 

main ports in Jiangsu shed 127,600 MT (-13.1 

percent) to end the week at 844,100 MT or 13.4 

percent of the national total. In total, China’s 

imported soybean inventory fell by just 4,100 MT 

last week to just under 6.29 MMT.   
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Imported Soybean Stock Trend at China’s 

Major Ports 

(10,000 MT) 

 
Source: JCI 

 

Crushing Losses Diminish Further on Lower 

Soybean Prices 

China’s soybean crushers received a double 

reprieve last week as the average CNF prices of 

soybeans from the U.S. and Brazil ticked down 

$4/MT and $5/MT to $378/MT and $406/MT, 

respectively. Meanwhile, on the product side, the 

wholesale price for soybean meal after recent 

gains reversed course last week, dropping RMB 

35/MT ($4.93/MT) to RMB 3,020/MT 

($425.95/MT). Soybean oil, however, picked up 

steam again last week, rising by RMB 27/MT 

($3.81/MT) to RMB 6,037/MT ($851.48/MT).   

 

On balance, the  estimated nominal operating loss 

on U.S. soybeans narrowed by RMB 20/MT 

($2.82/MT) to RMB 536/MT ($75.60/MT), while 

the negative margin on Brazilian soybeans also 

fell by RMB 20/MT ($2.81/MT) to an average 

loss of RMB 11/MT ($1.55/MT).  

Average Producer Price for Soymeal 

(Yuan/MT) 

 
Source: China Grain 

 

Historical Imported Soybean Crush Margin 

(RMB/MT) 

 
Source: JCI 
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Grains 

Domestic Corn Prices Slid Further as Buyers 

Await New Crop 

With China’s feed industry waiting for the new 

crop in the northeast to enter the market, demand 

for auctioned corn has been minimal. Imports 

from Ukraine have also pushed down domestic 

corn prices in the south. However, last week the 

largest weekly decreases occurred in the 

Northeast led by Liaoning and Heilongjiang, 

where the average prices fell by RMB 11/MT 

($1.55/MT) and RMB 10/MT ($1.41/MT) to 

RMB 1,851/MT ($261.07/MT)) and 1,728/MT 

($243.72/MT), respectively. The net result saw 

China’s national average corn price decline by 

RMB 5/MT ($0.71/MT) last week to RMB 

1,933/MT ($272.64/MT). 

 

On the deep corn processing side, the average 

prices for ethanol in Shandong and Jilin remained 

unchanged last week. In Shandong, the average 

cornstarch price fell by RMB 20/MT ($2.82/MT) 

to RMB 2,520/MT ($355.43/MT), while the corn 

gluten meal price improved by RMB 120/MT 

($16.93/MT). In Jilin, the average price for 

DDGS rose by RMB 50/MT ($7.05/MT) last 

week to RMB 1,750/MT ($246.83/MT).   

 

Lastly, the tariff on U.S. hay exports to China was 

listed today. In July, U.S. hay exports totaled 

75,839 MT, an increase of 18,198 MT from June 

(+31.6 percent).  At a total export value of just 

over $25 million, that equated to an average price 

of nearly $330/MT. 

Corn Weekly Wholesale Price 

(RMB/MT) 

 
Source: CNGOIC 
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Supplementary Tables 

 

China’s Estimated Soybean Meal Stocks 

 (1,000 MT) 

 Northeast North Shandong East Guangdong Guangxi Fujian Total 

6 September 2019 43.3  49.6  58.5  393.8  107.1  108.0  29.5  789.8  

Week-on-week -10.7  -20.4  10.8  17.3  10.4  7.0  -1.2  13.2  

Month-on-month -18.6  -21.4  -60.4  53.2  3.1  -11.0  -14.1  -69.2  

Year-on-year -69.7  -55.4  -48.8  -138.2  34.1  40.6      6.3  -231.1  

Source: CoFeed, China Grain 

 

China’s Imported Soybean Stocks  

(1,000MT) 
 Total Other Ports Shandong Guangdong Jiangsu 

6 September 2019 6,285.9 2,638.8 1,740.1 1,062.9 844.1 

Week-on-week -4.1 80.5 113.5 -70.5 -127.6 

Month-on-month 83.1 -122.8 168.9 -49.8 86.8 

Year-on-year -561.1 -280.0 42.7 -140.0 -183.8 
 Source: JCI 

 

 

China’s Imported Soybean Crush Margin on U.S. Soybeans with 28% Tariff 

 Imported 

Soybeans 

Cost & Freight 

Exchange 

Rate 

Soymeal 

Prices 

Soybean Oil 

Prices 

Crush 

Margin 

(Tariff-28%) 

Crush 

Margin 

 (USD/MT) (USD/CNY) (RMB/MT) (RMB/MT) (RMB/MT) (USD/MT) 

September 6, 2019 378    7.09 3,020  6,037  -536 -75.6 

Week-on-week -4     .00 (0.00%) -35  27  20 2.8 

Month-on-month -11     .07 (-.997%)  98  233  193 27.2 

Year-on-year 18     .26 (-3.81%) -217  289  -438 -61.8 
Source: JCI 
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China’s Imported Soybean Crush Margin on U.S. Soybeans without 25% Tariff 
 Imported  

Soybeans 

Cost & Freight 

Exchange 

Rate 

Soymeal 

Prices 

Soybean Oil 

Prices 

Crush 

Margin  

(Tariff-3%) 

Crush 

Margin 

 (USD/MT) (USD/CNY) (RMB/MT) (RMB/MT) (RMB/MT) (USD/MT) 

September 6, 2019 378    7.09 3,020  6,037  220 31.0 

Week-on-week -4     .00 (0.00%) -35  27  12 1.7 

Month-on-month -11     .07 (-.997%)  98  233  178 25.1 

Year-on-year 18     .26 (-3.81%) -217  289  -376 -53.0 
Source: JCI 

 

 

China’s Imported Soybean Crush Margin on Brazil Soybeans 

 Imported  

Soybeans 

Cost & Freight 

Exchange 

Rate 

Soymeal 

Prices 

Soybean Oil 

Prices 

Crush 

Margin  

(Tariff-3%) 

Crush 

Margin 

 (USD/MT) (USD/CNY) (RMB/MT) (RMB/MT) (RMB/MT) (USD/MT) 

September 6, 2019 406    7.09 3,020  6,037  -11 -1.6 

Week-on-week -5     .00 (0.00%) -35  27  20 2.8 

Month-on-month 0     .07 (-.997%)  98  233  86 12.1 

Year-on-year -21     .26 (-3.81%) -217  289  -74 -10.4 
Source: JCI 

 

 

China Corn Wholesale Price  

(RMB/MT) 
 Nationwide Heilongjiang Jilin Liaoning Shandong Guangdong 

September 6, 2019 1,933  1,728  1,799  1,851  2,015  1,970  

Week-on-week -5  -10  -9  -11  -8  -7  

Month-on-month -11  -15  -9  -13  -30  -30  

Year-on-year 138  164  171  143  122  73  

Source: CNGOIC 
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 China Cornstarch Processing Margin  

(RMB/MT)  
Shandong  Jilin 

(RMB/MT) 
Corn 

Price 

Starch 

Price 

Corn 

Gluten 

Meal Price 

Margin 

 
Corn 

Price 

Starch 

Price 

Corn Gluten 

Meal Price 
Margin 

September 6, 2019 1,990  2,500  4,320  124   1,800  2,350  4,320  104  

Week-on-week 0  -20  120  -11   0  0  0  0  

Month-on-month -20  -20  360  97   -10  0  120  62  

Year-on-year 90  -20  60  -74   190  50  -60  -184  

Source: JCCE 

 

 

 China Corn Ethanol Processing Margin  

(RMB/MT)  
Shandong  Jilin 

(RMB/MT) Corn 

Price 

Ethanol 

Price 

DDGS 

Price 
Margin 

 Corn 

Price 

Ethanol 

Price 

DDGS 

Price 
Margin 

September 6, 2019 2,020  5,400  2,610  1,117   1,770  4,900  1,750  267  

Week-on-week 20  0  0  -61   -10  0  50  28  

Month-on-month -20  -100  0  -2   -40  0  100  53  

Year-on-year 110  0  560  257   220  -100  -50  -299  

Source: JCCE 
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MERCOSUR Regional Analysis – 

16  September 2019  
By WPI Staff 

 

Soybeans  

Market Overview 

Last week was special as China suddenly allowed 

an unspecified volume of U.S. soybeans to be 

imported without their recent tariffs. The quota 

was different than previous ones as it applied to 

private companies as well as the state-owned 

COFCO and Sino Grain.  

 

China’s purchases were executed CNF from the 

PNW at 134X-138X – levels that were well 

below any Brazilin offers. In fact, early last week 

the Brazilian FOB market was offered at 135X 

and the CNF market was 235X. Basically, Brazil 

was $1.00/bushel more expensive than the U.S. 

PNW. The crush margin for Chinese companies 

purchasing those cargoes was over $30/MT, 

meaning the trades were a very good deal for 

them.  

 

Brazil 

The impact of the tariff-free quota for U.S. 

soybeans heading into China was huge for the 

Brazilian market. Sellers suddenly found the 

supply and demand situation dramatically 

changed, and to make matters worse, it was hard 

to build new supply and demand estimates 

without clarity on how big the quota is/will be. 

 

Trading houses were generally all long, though 

this position has been reduced as much as 

possible. Sellers originated one vessel and sold it 

quickly to reduce the risk. Overall, the long 

position was estimated to be 600,000 MT to 1 

MMT in size. This long took a massive hit as 

FOB offers dropped from 135X to 110X in a 

single day but offers were simply keeping pace 

with demand that fell to 85X at the same time.  

 

The old-crop market is now wide open with 

nobody willing to get closer on a bid/offer. The 

question is now: how long will this continue? 

Brazil still have soybeans to sell and more to 

originate. How much will China need from Brazil 

and the U.S.? Nobody knows and traders are all 

nervous about these issues. Most trading houses 

have assumed a loss on long positions. The only 

possible demand for these longs is China since all 

other destinations would buy U.S. soybeans, 

given the huge discount between NOLA and 

South America.  

 

PNW basis rose 15 cents after China made their 

purchases and the U.S. Gulf was ready to follow 

the PNW, but China never moved on that origin. 

That forced trading houses to lower offers and 

wait for demand. Other non-China destinations 

were looking at U.S. Gulf soybeans as well but 

were silent for the time being without any threat 

of Chinese buying boosting levels for that origin. 

  

Brazil is still fully dependent on China’s market. 

Nevertheless, the U.S. Gulf-Brazil CNF spread 

narrowed from 80 cents to 40, which does not 

consider the quality differences. This is clearly 

favorable for the U.S. Gulf for now. Of course, 

other Chinese buyers will have to wait for further 

clarification on the quota before deciding 

when/where to buy. In the meantime, PNW 

supplies have enabled them to cover their spot 

needs, given the fact that the PNW needs only 20 

days of transit time to China versus 35 days for 

Brazil. Overall, the spot market (September, 

October, and November) are at a standstill for 

now.  

 

The new crop market fell in sympathy with old 

crop prices, although the decrease was not very 

significant. Sellers were pushing to sell in order 

to reduce their positions, with exporters once 

again holding a large long position. There were a 

few trades for February heard as well as some 

spreads for February/March and March/April.   

 

There is still some concern about delayed 

soybean planting in Mato Grosso due to the 

drought. Although the official emergence date 

(by law) is 15 September, farmers normally start 

seeding a week before as soybeans take about 7 

days to germinate and emerge. In this case, the 

soil is very dry and without rains in the forecast, 

all Mato Grosso is at a standstill for planting. It 

will take more than one rain to start seeding, 

however, as the hot temperatures would kill the 

emerging plants with a light rain.  
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This drought is concerning trading houses, not 

because of potential yield losses as there is still 

time to plant, but because of early harvest from 

the first-planted plots that are normally shipped 

in February. These plots are the ones catching the 

inverse in the market between February and 

March, and several exporters have already sold 

February positions, counting on the early harvest. 

The delayed harvest could cause them some 

headaches as February supplies would be tight 

and prices increase versus March positions.  

 

Argentina  

Argentina was well-offered in the domestic 

market last week with origination of up to 

250,000 MT each day. The FOB replacement 

value was near 70X with the FOB market offered 

at 80X. Two cargoes were sold CNF China at 

200X and 202X for November shipment. With 

news that China could (and did) buy U.S. 

soybeans, demand disappeared from the 

Argentine FOB market. At the end of the week, 

the market was very quiet and remains so today, 

with no buyers present and November FOB offers 

at 60X.  

 

For September, Argentina has already loaded 

589,520 MT as of last week, out of a line up of 

788,398 MT. WPI estimates that total loadings in 

September will be near 1.35 MMT – much more 

than last year’s 75,000 MT that were loaded in 

September.  

 

 
The Parana River is suffering from drought that 

has reduced vessel drafts over the past few days. 

Lack of rain in Mato Grosso has reduced the draft 

from 34 feet to less than 32. Argentina needs rains 

soon to ensure a proper soybean seeding this year.  

 

Uruguay  

There are a few sellers in the FOB market 

posting offers that are equivalent to a 10-cent 

premium to Argentina.  

 

Paraguay 

The market is quiet and unspoken. 

 

Corn  

Despite some small areas in the South of Buenos 

Aires, the 2018/19 corn harvest is over. The 

Buenos Aires Grain Exchange (BAGE) estimates 

the total harvested volume in 48 MMT, while the 

Rosario Grain Exchange says 51.5 MMT and 

traders, analysts, etc. think the figure could be 

closer to 53 MMT.  

 

The BAGE released a new report with some old 

crop numbers. Almost 6 million hectares were 

harvested with an average yield of 8.28 MT/ha, 

which is 2.2 MT higher than the prior year and 

0.7 MT/ha larger than the 2013-2018 average.   

 

WPI estimates that the export surplus will be 

close to 34 MMT. With 

22.4 MMT exported 

though the end of August, 

there are still 11-12 MMT 

left to export from 

September to February. 

That figure is entirely  

reachable, considering 

that there are 6 months to 

go and the 

September/October line 

up is estimated at 2 MMT. 

It's amazing to compare 

this campaign with others. 

The previous record was 

2016/17 in which 15.15 

MMT were exported until 

August.   
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This export potential is due not only to favorable 

international prices but also the favorable 

political scenario that is without export licenses 

and has lower export taxes and a pro-farmer 

government that is encouraging them to invest in 

technology. 

 

Last week’s corn market was largely stable in 

Argentina, thanks to the Argentine Peso’s 

stability near 58 AR/USD and despite the 

CBOT’s move higher. Argentine corn markets 

ended last week as follows:  

 

Argentina FOB Corn Prices for 

Week Ending 

 13 September 2019 

Shipment 

Month 
Bid Offer 

Sept. - - 

Oct. 0Z 5Z 

Nov. 3Z 10Z 

Dec. 5Z 17Z 

 

Securing corn from the South Ports (need it to 

complete panamax vessels) is getting 

complicated. The decrease on the drafts of the 

Parana River obligates vessels to load smaller 

volumes upriver, increasing their need for corn at  

South Ports to complete the vessels. Farmers are 

reluctant to keep selling but demand for more 

volume keeps rising. Those who already bought 

their completions now need to add some 4-5. MT, 

and those who are short need to buy about 25,000 

MT instead of the normal 20,000 MT.  

 

At the end of last week, a few sellers appeared 

asking 45Z with buyers at 35Z. This is 15-18 

cents higher than one week ago. At $135/MTFAS 

exporters are buying peanuts compared to 

$122/MT FAS for Upriver ports.  

 

New crop planting is beginning and, according 

to the BAGE, progress reached 2.2 percent of 

the expected area (6,2 MMT). Rains are helping 

to prepare the lots to start the planting activities 

soon. So far, production is estimated to be about 

50 MMT.  

 

According to official sources, farmers have 

already sold 33 MMT of old crop corn and 7.8 

MMT of the new crop through 4 September. It’s 

interesting to see also that between 28 August and 

4 September, farmers sold more new crop volume 

than old crop (720,000 MT of new crop versus 

630,000 MT of old crop). 

 

Wheat 

Argentina’s winter crops needed good rains 

before the crop and its yield potential started 

suffering. Last week, many areas received 

between 10 and 40 mm, which brought some ease 

and will allow farmers to add fertilizers to the 

wheat crop. Other areas were not that lucky and 

are praying for rains before drought has an impact 

on the yields.  

 

Different forecasts are showing below-average 

rains for the coming weeks, something that will 

have to be closely followed 

 

The markets have been quiet for wheat but with 

bids and offers slowly getting closer. Prices 

ended last week as follows:  

 

Argentina FOB Wheat Prices for Week 

Ending 

 13 September 2019 

Shipment 

Month 
Bid Offer 

Old Crop - - 

Nov. (New Crop) $178  - 

Dec. $174  $178  

Jan. $175  $180  

 

On the other hand, when FOB values first 

appeared, bids and offers were far apart but at 

least a market is starting to slowly develop. The 

week ended with sellers offering $166/MT for 

January versus buyers at $160.  

 

Exporters have already bought 12.9 MMT of 

wheat from an export surplus estimated at 13 

MMT (with 215,000 MT from 28 August to 4 

September, as official numbers are reported). 

From new crop, farmers sold 4.6 MMT (346,000 

MT that same week which was below the 6 MMT 

at the same time last year). 
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WPI POLICY ANALYSIS 

Trade War’s Damage, or Not 
By Gary Blumenthal 

 

he trade war has sparked curiosity about 

whether it will do long-term damage to 

the U.S. soybean industry. The answer is 

a bit complicated. 

 

Theoretically it will if it lasts a long time, but 

“damage” is a relative term. The U.S. grows a lot 

of soybeans (plus wheat and corn) because it has 

the appropriate agronomics for it. The 

agronomics are so good that many different 

plants could be grown but land is allocated to the 

greatest return on investment. If soybeans aren’t 

selling, there will be the search for whatever else 

will cash flow.  

 

It should be noted that government support 

programs have their influence but in a 1980’s 

modeling exercise assessing the implications of a 

multilateral agreement that eliminates trade 

distorting supports, the results showed the U.S. 

still producing a lot of corn, wheat and soybeans.  

 

The trade war, environmental concerns, and 

severe nutrition-related health concerns suggests 

the need for a more thoughtful strategic plan for 

the agriculture sector. Current U.S. and EU farm 

policies reflect centuries in the past when hunger 

was the main scourge.  

 

Former USDA Secretary Dan Glickman urged 

Democratic presidential candidates to focus on 

food and drink since their current abuse is the 

leading cause of morbidity. The EU is set to 

launch the European Food Forum, a non-profit 

focused on food policy and emerging trends with 

the goal of keeping the European Parliament 

apprised on issues like sustainability and health.  

 

Today there are many conflicting demands on the 

agricultural sector. Some want to turn it on its 

head, others warn that weather, pests and other 

natural threats still put the food supply at risk so 

be careful on policy shifts. Strategic planning 

may not reach a different conclusion than current 

policy, but it is a larger, more thoughtful 

approach than the political haggling that currently 

occurs once every five years that mostly just 

decides how to carve up the budget. 

 

 

White House Trouble with RFS 

Math 
By Dave Juday  

 

On 30 August, WPI reported on the President’s 

plan for a “giant package” of biofuel initiatives 

that would make farmers “so happy”. After a 

White House meeting yesterday with USDA and 

EPA, that plan may be announced next week with 

the President unveiling it at an event somewhere 

in the Corn Belt, likely to be Iowa. 

 

The expectation from those familiar with the 

process is that the 2020 Renewable Volume 

Obligation (RVO) will be increased by 1 billion 

gallons through: 

 

1. An additional 500 million gallons of 

conventional ethanol, which would 

restore an amount originally waived in 

the 2016 RVO that the courts ruled EPA 

had waived incorrectly and remanded 

back to the Agency for reconsideration;  

 

2. A 500-million-gallon increase in the 

advanced fuel category.  

If accurate, the final 2020 RVOs would look like 

the table below. 

  

T 



16 

 

 

Ag Review  World Perspectives, Inc. September 2019 

Source: EPA, WPI 

 

The potential additional 500 million gallons of 

advanced biofuels are listed above in WPI’s 

estimate under the undifferentiated advanced 

biofuel category, i.e. fuel that is neither biodiesel 

nor cellulosic, which is based on EPA’s 

projections. For the 2020 RVO, EPA forecasts 

540 million gallons of cellulosic and 120 million 

gallons of undifferentiated advanced biofuel. 

 

2020 Projected Volume of Non-Biodiesel 

Advance Biofuel 
million gals 

Cellulosic  Volume 

Liquid Cellulosic, producers w/o 

consistent commercial production 

~ 3 

Liquid Cellulosic, producers w/o 

consistent commercial production 

~ 17 

CNG/LNG produced from biogas 

(cellulosic) 

~ 525 

Imported sugarcane ethanol ~60 

Other (CNG/LNG, Naptha, etc.) ~60 

TOTAL 660 
Source: EPA, WPI 

 

That would leave 2,826 gallons under the 

advanced category to be met by biomass-based 

diesel and renewable diesel (wet gallons), which 

at an ethanol-equivalent RIN value of 1.55 would 

result in 4,380 gallons toward the 2020 RVO.  In 

all likelihood, however, the additional 500 

million ethanol equivalent RIN gallons under the 

advanced RVO would be filled by biomass diesel 

and renewable diesel, at about 322 physical wet 

gallons.  That means, at 7.8 pounds per gallon and 

50 percent of the feedstock being soybean oil, 

would be approximately 1.25 billion 

pounds of soyoil.  On the ethanol 

side, an additional 500 million 

gallons, at 2.8 gallons per bushel of 

corn, would be approximately 179 

million bushels. 

 

Of course, the President’s “giant 

package” is meant to make up 

politically for the recent issuance of 

31 small refinery exemptions 

(SREs).  EPA granted 31 waivers but 

denied 6 and 3 were withdrawn. 

 

Those waivers, equivalent to 1.43 billion RIN 

gallons related to 13.42 billion gallons of total 

petroleum refinery capacity.  On the basis of the 

2018 RVOs, that equated to about a 7.4 percent 

reduction in potential biofuel use.  Thus, the new 

package meant to mollify the political problems 

arising with the ethanol industry and corn farmers 

won’t cover the impact of the SREs. 

 

The SRE impact was about 390 million bushels; 

the expected announcement from the President 

would restore about 179 million bushels of 

ethanol demand for corn. 

 

The SRE impact for biodiesel was about 955 

million pounds of soybean oil; the expected 

announcement from the President would add 

biodiesel demand for about 1.25 billion pounds of 

soybean oil, more than offsetting the SREs. 

 

Once corn growers and ethanol mills do the math, 

the President may find himself in the same 

position as when he went to Iowa to announced 

E15, and the industry was not satisfied because 

the SREs were the bigger issue. Not to mention 

the legal issues this will provoke since he is 

announcing what is effectively the 2020 RVO 

with major changes to the proposed rule before 

the public comment period is completed.   

 

Required Volume Obligations (RVO)  
billion gallons 

 
2018 

Final 

2019  

Final 

2020  

Proposal 

2020 

Potential 

Package 

Total Renewable Fuel 19.29 19.92 20.04 21.04 

Overall Advanced 4.29 4.92 5.04 5.54 

Biomass-based Diesel 2.1 2.1 2.1  2.1 

Cellulosic biofuel 0.288 0.42 0.54 0.54 

Undifferentiated 

Advanced 
   0.5 

Implied Conventional 

(corn ethanol) 
15.0 15.0 15.0  15.5 
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Small Refinery Exemptions (SRE) under the RFS 

Year 
SRE Activity SRE Volume  

(mln RINs) Request Denied Withdrawn Pending Granted 

2013 16 7 1 0 8 190 

2014 13 5 0 0 8 210 

2015 14 6 1 0 7 290 

2016 20 0 0 1 19 790 

2017 37 0 1 2 34 1,820 

2018 40 6 3 0 31 1,430 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


