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With both US and world ending stocks expected to be revised 
higher from last month (and to new all-time highs), it is diffi  cult to 
determine just how cheap soybean prices will need to go in order 
to clear the supply. Th e trade war with China has yet to be resolved, 
which just adds to the bearish tone for the market going into the 
September USDA Crop Production and Supply/Demand reports 
that are to be released on September 12th.  November Soybeans 
have fallen as much as 78 cents over the past nine trading sessions 
(-8.6%) as traders have been pricing-in an even larger yield and 
sluggish demand from the China/US tariff  war. 

Oversupply concerns persist in the wake of the Pro Farmer Crop 
Tour from late August, which pegged the US soybean yield at 53 
bushels per acre.  If we assume that the USDA will keep the same 
usage estimates from last month, then a yield of 53 (which is up 
2.7% from the USDA’s August report) would push ending stocks 
up to 908 million bushels. Th is would be 334 million bushels from 
the previous record from the 2006/07 season, and it would also 
result in a record stocks/usage ratio of 21.3%. Assuming no further 
changes to other nations’ output and usage fi gures, this would also 
push world ending stocks to a new record high at 109.25 million 
tonnes and would be 13% higher than the previous record. 
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2018/19 Possibilities

Another reason to suspect the 
USDA will raise its produc-
tion forecast in the September 
report is the strong condition 
of the crop as reported in the 
weekly Crop Progress updates. 
Th e most recent report showed 
66% of the US soybean crop rat-
ed good/excellent as of August 
26th, up 1% from the previous 
week. Th is was up 5% from last 
year and from the 10 year aver-
age.  
 
While the market is technically 
oversold, November Soybeans 
are still trading above the July 
16th lows of $8.26 ¼. A move 
below support would leave 
$7.89 ½ as next downside tar-
get.  Selling resistance is at the 
$8.62 ¾ - $8.74 ¼ zone. 

US Soybean Crop Conditions
Good / Excellent - Select States
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Disclaimer

Soybean Oil – Poised 
for a Short-Covering 
Rally?

While meal and soybeans ap-
pear to have more downside 
potential, December Soybean 
Oil seems to have found decent 
support near 28.00. With fund 
traders holding a record net 
short position, minor support-
ive news could spark a major 
recovery bounce. Furthermore, 
the turn lower in open interest 
might be signaling that a short-
covering trend has begun. Th e 
market has not posted a new 
low since July 13th.  
 
Vegetable oil markets in gen-
eral are historically cheap, and 
they may fi nd better support 
than meals and grains, due to 
the energy component of demand. In addition, a potential El Niño 
event this year could threaten Southeast Asia palm oil production. 
Th ese factors suggest that the supply and demand fundamentals 
could begin to improve for soybean oil before the meal and soy-
bean markets bottom. Close-in support for December Soybean Oil 
is at 28.21, and a close over 28.96 might be enough to spark sig-
nifi cant short-covering. Initial key resistance is at 29.81, with ad-
ditional resistance at 30.38. 

Soyoil - COT - Futures & Options
Managed Money Traders - Net Position - Number Of Contracts

Suggested Trading Strategies

1) SELL November Soybeans at $8.62 with an objective of $7.81. 
Risk the trade to $8.86. 

2) BUY December Soybean Oil at 28.25 with an objective of 31.94. 
Risk the trade to 27.35. 
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