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The emergence of global money market manager and hedge 
fund buying in agricultural markets is becoming more and more 
important to the grain markets, and it is one of the forces that have 
supported the recent uptrends for soybeans, corn and even wheat. 
Th e CME Group off ers a variety of option products for hedgers and 
speculators to use so they sleep easier going into key USDA reports. 

Th e March 31st reports this year could off er signifi cant volatility 
with the release of several key fundamental data points: Th e March 
1st Quarterly Grains Stocks fi gures will help determine the current 
pace of demand, and the Planting Intentions Report will off er the 
fi rst surveyed look at acreage for the 2014 crops. Ahead of that, the 
March 10th USDA Supply/Demand updates will provide traders with 
updated demand estimates for the 2013/14 season for US grains, as 
well as new estimates for South American production for 2014. For 
this report we will concentrate on the March 10th Supply/Demand 
update and the potential for volatility. We will follow that up with 
a more extensive strategy report for the key USDA reports at the 
end of the month. 

Soybeans

Th e soybean market remains in a steep uptrend, as traders believe 
higher prices are needed to slow both domestic usage and the export 
pace out of the US in order to avoid extreme tightness at the end of 
the 2013/14 season. Bull spreading has also been very active, as the 
market has been fi guring that nearby contracts will need to trade at 
a stiff  premium to deferred contracts in order to give end users an 
incentive to defer their purchases until more soybeans are available 
in the new crop season or until the South American exports begin. 

For the USDA Supply/Demand report on Monday, traders are 
looking for ending stocks to fall to around 140 million bushels, 
down from 150 million estimated last month. Exports are likely to 
be revised higher. As of February 27th, cumulative soybean export 
sales stood at 107.5% of the USDA forecast for the 2013/14 (current) 
marketing year versus a 5-year average of 88.5%. On March 5th the 
USDA announced a cancellation of 245,000 tonnes of US soybeans 
previously sold to China. Even if there are no more sales (and no 
more cancellations), the USDA would need to adjust soybean exports 
higher by 104 million bushels. Th is would leave ending stocks at 46 
million bushels. Last year, the trade considered 125 million as the 
pipeline minimum. Given the torrid export pace, the USDA could 
easily come in with an ending stocks estimate well below the range 
of estimates of 130-150 million bushels for Monday’s report. 
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For the world data, traders see global ending stocks falling about 1.5 
million tonnes from the 73 million posted last month. Th e Brazilian 
production estimate may be reduced by 2 million tonnes, and 
Argentina’s could be down 500,000. At 71.5 million tonnes, world 
ending stocks for the 2013/14 season would still be at a record high. 

Strategy and Outlook

Speculators: It looks like the US ending stocks will tighten (perhaps 
more than expected) for this report, and this could leave the market 
in a steep uptrend. If the report news is bullish, the next upside 
target for May Soybeans could be $14.79 ¾. Speculators can consider 
remaining long May Soybeans for the report, and instead of using 
a stop, they can consider owning the April $14.20 puts for around 
16 cents. Th e put will expire on March 21st. 

Producers: Th e uptrend could drag November Soybeans up to 
$12.10 ½, which is the half-way point of the contract’s range, a 
natural resistance area. With record world ending stocks and the 
general perception that the current rally is likely to cause increased 
US plantings and a record US crop this year, the market psychology 
could shift  negative at any time. 

Given this scenario, hedgers might consider owning the May Short-
Dated New Crop Soybean $11.80 puts for around 25 cents. Th e 
option trades against the November Soybean futures price, but it 
expires on April 25th. 

Th is strategy will protect the producer against lower November 
Soybean values through the key USDA reports on March 10th and 
March 31st. For example, if China keeps canceling US soybeans, 
South America weather stays good and Monday's USDA report 
is negative, November Soybeans could break to the $11.00 area in 
the next few weeks. If November Soybeans are trading at $11.00 
on March 19th, the May short-dated new crop soybean $11.80 put 
should be trading near 82 cents.* 

Th e put off ers plenty of fl exibility, as the producer will still be in a 
position to benefi t from a rally into the spring but will own downside 
protection for a potentially volatile upcoming 50 days.

*Option values are based on pricing models and are not guaranteed.

CORN

Demand factors have been much better than expected since the 
January 10th USDA reports, and May Corn has managed a rally 
of at least 73 ½ cents off  of the January 10th low. Strong demand 
started this rally, but corn prices seem to be exceeding many trade 
expectations at the moment, mostly due to the new developments 
out of the Black Sea region and very strong money fl ow into the 
market. Th e possibility that Ukraine will see signifi cant damage to 
their export program this year cannot be ruled out. Th is would mean 
more business for the US. In addition, China is said to be making 
progress at its approval process for GMO corn imports. Th is would 
open the door for increased fl ow of corn to China.

For the USDA Supply/Demand report on Monday, traders see ending 
stocks increasing by 5-10 million bushels from the 1.481 billion 
estimated last month, as commercial traders have been reluctant to 
raise usage given livestock production diffi  culties and the jump in 
export projections from the February update. As of February 27th, 
cumulative corn sales stood at 92.5% of the USDA forecast for the 
2013/14 (current) marketing year versus a 5-year average of 72%. 
Th is leaves the USDA in position to revised exports higher again in 
the March 10th update. 
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Traders see world ending stocks falling about 1 million tonnes from 
the 157.3 million posted last month. Brazil’s production could be 
adjusted lower by 1 million tonnes and Argentina’s by 500,000 tonnes. 
A private grain analytics fi rm pegged Brazilian corn production at 
65.4 million tonnes, down from the current USDA forecast at 70 
million. Th ey put Argentine corn production at 22.6 million tonnes, 
down from the USDA’s estimate of 24 million tonnes. If world ending 
stocks are indeed down 6 million tonnes, not the 1 million expected, 
the report might help support a continued uptrend. If world ending 
stocks were to come in at 151.3 million tonnes, the world stocks/
usage ratio for 2013/14 would fall to 16%, the low end of the 25 year 
range of 15% to 33%. 

Strategy and Outlook 

Speculators: It looks like the US ending stocks could be lower, 
not higher, for the report on March 10th, and it looks like world 
ending stocks could be adjusted lower as well. If the report news is 
bullish and funds continue to buy agricultural commodities, May 
Corn could remain in an uptrend, with $5.01 ½ and $5.22 as the 
next upside targets. Support comes in at $4.74 ½. Speculators can 
remain long for the report, and instead of using a stop, they can 
consider owning the April Corn $4.80 puts for around 6 cents. Th is 
put expires on March 21st. 

Producers: Th e uptrend could pull December Corn up to $5.04  ¼ or 
even $5.25 ¾, which is the 50% point of the contract range, a natural 
resistance area. But, if old-crop soybeans top out and the focus for 

the grain markets shift s back to the potential for a large jump in 
planted area for both corn and soybeans this summer as well as the 
potential for livestock disease issues (PeD virus in the US and bird 
fl u in China) to sour the feed demand tone, the market’s psychology 
could shift  to the negative. Th is could happen at any time. 

In light of this, hedgers might consider owning the May Short-Dated 
New Crop Corn $4.85 puts for around 16 cents. Th is option trades 
against the December futures price but expires on April 25th. 

Th is position would protect the producer against lower December 
Corn values through the key USDA reports on March 10th and 
March 31st. For example, if China keeps canceling their purchases 
of US corn, South American weather improves for the second-crop 
Brazil growing season, and Monday's USDA report is negative, 
December Corn could break to the $4.35 area in the next few weeks. 
If December Corn were to be trading at $4.35 on March 19th, the 
May short-dated new crop corn $4.85 put should be trading around 
51 cents.*

Th e put off ers plenty of fl exibility, as the producer will still be in 
a position to benefi t from a rally into the spring but will also own 
downside protection for a potentially volatile 50 days ahead.  

*Option values are based on pricing models and are not guaranteed. 

Short-Dated New Crop Options
Short-Dated New Crop (SDNC) options on Corn, Soybeans, Chicago Soft  Red Winter 
(SRW) Wheat and KC Hard Red Winter (HRW) Wheat futures off er enhanced 
hedging fl exibility and an array of trading opportunities for those seeking a cost-
eff ective way to take a position in new crop futures contracts.

* Over 1.39 million SDNC contracts traded since launch in June 2012

* SDNC Options – Current Average Daily Volume (ADV) 2,809, +92% from Feb 2013

* SDNC Corn options: 1,555 ADV, +17% vs Feb 2013

* SDNC Soybean options: 1,251 ADV, +818% vs. Feb 2013
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consideration of any changes to the information contained herein that may have occurred since this report was written. Th e authors 
are not responsible for any verbal or written claims and opinions that might be provided in conjunction with this report. Th e trad-
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risk of loss in trading futures contracts or commodity options can be substantial, and investors should carefully consider the inherent 
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written consent of Th e Hightower Report is strictly prohibited.
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