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The 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.
The 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%. The yield that year was a record 52 bushels per
acre. The key reproductive period for the crop is the last week of
July and the first 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/
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usage ratio of 24%. This is a dramatic change from the most recent
five 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.
That 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.

USDA SUPPLY/DEMAND 2018/19 Possibilities
US SOYBEANS Jul Jul Jul

USDA USDA USDA High Higher Record
1112 1213 13-14 14-15 15-16 16-17 17-18 18-19 Yield Yield Yield
Planted Area (M Acres) 75.0 77.2 76.8 83.3 82.7 83.4 90.1 89.6 89.6 89.6 89.6
Harvested Area (Acres) 73.8 76.1 76.3 82.6 81.7 82.7 89.5 88.9 88.9 88.9 88.9
Yield (Bu/Acre) 42.0 40.0 44.0 47.6 48.0 52.0 491 48.5 49.7 50.7 52.8
Beginning Stocks (M Bu) 215 169 141 92 191 197 302 465 465 465 465
Production 3,097 3,042 3,358 3,927 3,926 4,296 4,392 4,310 4,416 4,505 4,691
Imports 16 41 72 33 24 22 25 25 25 25 25
Supply,Total 3,328 3,252 3,570 4,052 4,140 4,515 4,715 4,800 4,906 4,995 5,181
Crushings 1,703 1,689 1,734 1,873 1,886 1,901 2,030 2,045 2,045 2,045 2,045
Exports 1,366 1,328 1,639 1,842 1,942 2,166 2,085 2,040 2,000 2,000 2,000
Seed 90 89 97 96 97 105 104 103 103 103 103
Residual -2 16 10 50 18 41 32 32 32 32 32
Use, Total 3,159 3,111 3,478 3,862 3,944 4,214 4,251 4,220 4,180 4,180 4,180
Ending Stocks 169 141 92 191 197 302 465 580 726 815 1,001
Stocks/Use Ratio 5.4% 4.5% 2.6% 4.9% 5.0% 7.2% 10.9% 13.7% 17.4% 19.5% 24.0%
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The rally off of the July 16th lows has .
helped correct the market’s oversold US Soybean - Endlng Stocks vs.
technical condition, and a continued Stocks / Usage Ratio
. 1,125 27%
advance into the August USDA supply/ Assumes: 89.6M Acres
demand report on August 10th would 1,000 2018A:49.7 :"//GC’G 24%
2018850.7
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comes in at $8.84 2, with $8.10 and ‘E e 18% @
$8.04 as the next downside targets. % 625 15% %
~
> &
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w375 9% B
£ -
1) BUY an October Soybean $8.40 put 2 250 6%
at 9 cents with an objective of 42 cents.
Risk a total of 6 cents from entry. 125 3%
0 0%
2) SELL the July19/November19 Soy- da8a8883588888s88 2850 as83a
bean spread at +10 cents with an ob- R ER R L R et
jective of -15 cents. Risk a total of 7 % = Ending Stocks —B-Stocks / Usage |

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.

Disclaimer

This report includes information from sources believed to be reliable and accurate as of the date of this publication, but no in-
dependent verification has been made and we do not guarantee its accuracy or completeness. Opinions expressed are subject to
change without notice. This report should not be construed as a request to engage in any transaction involving the purchase or
sale of a futures contract and/or commodity option thereon. The risk of loss in trading futures contracts or commodity options
can be substantial, and investors should carefully consider the inherent risks of such an investment in light of their financial
condition. Any reproduction or retransmission of this report without the express written consent of The Hightower Report is
strictly prohibited. Violators are subject to a $15,000 fine per violation.

141 WestJackson ¢ Suite4002 ¢ Chicago, lllinois * 60604 ¢ 800-662-9346 ¢ 312-786-4450  info@HightowerReport.com « @HightowerReport

Trading futures contracts and commodity options involves substantial risk of loss, and thus is not appropriate for all investors.
Investors should carefully consider the inherent risks of such an investment in light of their financial condition.



