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Given the weather forecast into 
early August, the expectation 
for an extended trade war with 
China, and the current condi-
tion of the US crop, it appears 
likely that the USDA supply/
demand update on August 10th 
will carry a bearish tilt. News of 
$12 billion in aid for US farm-
ers due to US/China trade 
issues and escalating tariff s 
leaves the grain trade anticipat-
ing a long and drawn out trade 
dispute, and this opens the 
door for another adjustment 
lower in US soybean exports. 
Th ere is a good chance that the 
USDA will lower its US export 
forecast by another 2% to 2.0 
billion bushels for 2018/19. 

US Soybean Crop Conditons
Good / Excellent Select States
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Th e US soybean crop is currently rated at 70% good/excellent ver-
sus a rating of 57% last year at this time.  Last year’s soybean yield 
was 49.1 bushels per acre, while the USDA’s current forecast for 
this year is 48.5. Given the strong condition of the crop, the cur-
rent yield forecast (and even last year’s number) appears too low. A 
yield of 50.5 bushels per acre, which would still be nearly 3% below 
the record, could put ending stocks up at to 797 million bushels. 
Th e previous record was 574 million bushels back in 2006/07. (See 
table below.)

In 2016, the crop was rated 71% good/excellent, just slightly ahead 
of the current 70%. Th e yield that year was a record 52 bushels per 
acre. Th e key reproductive period for the crop is the last week of 
July and the fi rst ten days of August, and the weather forecast looks 
nearly ideal. If this year’s yield hits 52.8 bushels per acre, then end-
ing stocks could surge to 1 billion bushels and result in a stocks/

usage ratio of 24%. Th is is a dramatic change from the most recent 
fi ve years, which have seen ratios of 10.9%, 7.2%, 5.0%, 4.9% and 
2.6%. 
 
For the upcoming report, the USDA is likely to raise their yield 
forecast somewhat but stop short of a record.  A conservative guess 
would be 49.7, which would leave ending stocks at 726 million 
bushels. 

We should also point out that in 2016 when the crop was showing 
similar conditions, the USDA increased their yield estimate from 
46.7 to 48.9 bushels per acre in the August supply/demand report. 
Th at was an increase of 2.2 bushels per acre and a new record yield. 
If we increase yield by 2.2 bushels per acre this year, it would result 
in a yield of 50.7, which could leave ending stocks at 815 million 
bushels. 
 

High Higher Record

Yield Yield Yield

89.6 89.6 89.6

49.7 50.7 52.8

17.4% 19.5% 24.0%

2018/19 Possibilities
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Th e rally off  of the July 16th lows has 
helped correct the market’s oversold 
technical condition, and a continued 
advance into the August USDA supply/
demand report on August 10th would 
look to be a selling opportunity. Close-
in resistance for November Soybeans 
comes in at $8.84 ½, with $8.10 and 
$8.04 as the next downside targets. 

Suggested Trading Strategies

1) BUY an October Soybean $8.40 put 
at 9 cents with an objective of 42 cents. 
Risk a total of 6 cents from entry.
 
2) SELL the July19/November19 Soy-
bean spread at +10 cents with an ob-
jective of -15 cents. Risk a total of 7 ½ 
cents from entry. 

3) SELL December Soybean Meal at $332.20 with an objective of 
$314.80. Risk a total of $5.30 from entry.  

US Soybean Ending Stocks vs.
Stocks / Usage Ratio
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