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DISAPPOINTING YIELDS LEAD TO 
CHALLENGES IN MARKETING WHEAT
Conditions in the world marketplace have created a
unique environment for U.S. wheat prices.
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he Kansas wheat crop is expected to 
produce a notably lower yield this year, 
possibly the lowest since 1996 according 

to the Kansas Wheat Commission and produc-
tion reports released by the Kansas Department 
of Agricultural Statistics.  Drought stress is 
the number one factor relating to decreases in 
production estimates, with areas of Kansas re-
ceiving well-below-average amounts of rainfall 
this year.  With tightening U.S. wheat supplies 
and additional wheat production challenges 
worldwide, this has created a unique market 
environment and soaring prices.  This Mar-
ketWatch will address the features of the 2011 
wheat crop and its bearing on constituents in 
the grain industry marketing chain.  

Disappointing yields anticipated by crop 
tour participants and the USDA

The 54th Annual Hard Red Winter Wheat Crop 
Tour sponsored by the Wheat Quality Council 
embarked on a three-day assessment of the 
Kansas wheat crop and announced an estimate 
of Kansas wheat production at the end of the 
tour on May 5, 2011.  With the largest number 
of participants in tour history of 72 crop scouts, 
the group made a total of 561 fi eld stops.  The 
calculated average for the tour was 37.4 bushels 
per acre compared to 40.7 bushels on the same 
routes in 2010.  Tour participants individually 
submitted estimates at the end of the tour of to-
tal Kansas wheat production based on observa-
tions, with the weighted average at 256.7 million 
bushels.  This compares to the 2010 estimate 
from the tour of 333.5 million bushels. 

Continued on Page 2

250

300

350

400

450

500

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011

Wheat Quality Council

USDA May Estimate

Final USDA Estimate

Kansas Wheat Production (Sources: USDA, Wheat Quality Council)

* In million bushel units.
** USDA 2011 based on May 11, 2011 estimate.



2

Continued from Page 1

Continued on Page 3Continued on Page 3

The largest concern noted among 
crop tour participants was the lack 
of moisture and the development 
stage of the crop at the time of the 
tour.  Late planting and wheat 
planted following row crops from 
last year were prevalent and made 
a difference in the condition of the 
wheat crop at the time of the tour.

Below-average fi elds were more 
evident on the second day of the 
tour as the group traveled six dif-
ferent routes from Colby, Kan. to 
Wichita, Kan.  Drought stress was 
more evident in this area of the state, 
with fi elds anywhere from tillering 
to a headed stage and smaller-than-
average heads.  

“Most fi elds are seriously short of 
moisture.  As the tour progressed, 
I became more convinced that the 
crop would be much lower than 

average,” said Ben Handcock, Execu-
tive Vice President, Wheat Quality 
Council, Pierre, S.D. “I think there is 
a lot more downside potential to this 
crop than upside.”  

The Wheat Quality Council Crop 
Tour takes place a week before the 
USDA releases the May crop produc-
tion report.  The USDA estimated the 
Kansas wheat crop on May 11, 2011 at 
261.8 million bushels and 34 bushels 
per acre.  The USDA total production 
estimate is 5.1 million bushels more 
than the tour estimate.

Market reactions to estimated
production numbers

“The market is currently bullish 
wheat, but in order to continue the 
support seen in the marketplace, 
traders will need to see what the 

yields and bushels are,” said Darin 
Newsom, Senior Market Analyst, 
DTN, Omaha, Neb. on May 26, 2011.  
“Traders are taking a cautious ap-
proach and not buying into the mar-
ket at full force until some numbers 
are actually reported.”   

Newsom is anticipating a very low 
production year for HRW wheat, 
with some fi elds in southwest Kansas 
possibly producing 0 to 10 bushels 
and a debate over whether or not to 
harvest. 

From a producer standpoint at this 
time, Newsom recommends looking 
more into a put option strategy rather 
than forward contracting wheat due 
to the possible shortage in produc-
tion.  “If there is any kind of rally in 
the market, buying a put option in 
the September and no further out 

KCBT July 2011 HRW Wheat Contract Closing Prices

*  Source: KCBT
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than the December contract month is 
recommendation for price protection 
at this time,” Newsom said.

Again, Newsom is wary of actual 
production numbers that will start 
being reported from the Hard Red 
Winter Wheat harvest. 

Strong correlation of corn 
and wheat prices

“Strength in U.S. corn prices have 
been a driving force in stronger 
wheat prices,” according to News-
om, “and the long-term rally in corn 
can be traced back to mid-May of 
last year.”  

“Quarterly stocks reports released 
in June of last year anticipated a 
number of million of bushels to be 
used and brought support to corn 
prices.  New crop corn at that time 
was beginning to fi nd strength from 
hot summer nights that were limit-
ing production anticipation.”  

For the short-term, a rally of corn 
prices to new all-time highs topped 

out on April 11, 2011 with the Chicago 
May corn futures settling at $7.76.  
“Because of problems with last year’s 
crop, there has been a tightening of 
corn supplies.  There was also a sig-
nifi cant decrease in acreage numbers 
released by the USDA on March 31,” 
said Newsom.

Chicago corn futures traded limit 
higher on March 31 after the USDA 
estimated corn supplies 179 million 
bushels below average trading guesses.  
“This sparked the rally into the new 
highs seen in April,” said Newsom.  
“Now that the new crop is already 
experiencing slow planting due to wet 
weather and problems already with the 
crop, support is already being seen in 
new crop corn futures.

“After trailing corn prices higher, the 
markets should see wheat starting to 
divorce itself from corn in the July and 
September contracts.  Old crop corn is 
running out of reasons to rally, with 
carryout numbers for corn coming out 
higher than expected in May supply 
and demand reports.  As July old crop 

corn starts to retreat, it could pos-
sibly pull SRW wheat into feed grain 
price levels, but new crop HRW wheat 
should be able to hold its own into 
higher territory.”

World wheat crop issues have 
affected U.S. HRW wheat prices

Outside of problems that are already 
evident with the U.S. wheat crop go-
ing into harvest season, issues with 
world wheat supplies started back in 
the summer of 2010 with a drought in 
Russia triggering a ripple of reactions 
in world wheat markets.

A severe drought in Russia set wheat 
futures prices in motion back in Au-
gust, with uncertainty going into the 
Russian winter wheat planting season 
and the future for wheat exports from 
the Black Sea area sending markets 
into turmoil. Russian Prime Minister 
Vladimir Putin announced a ban of all

Continued on Page 4
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grain exports beginning August 15, 
2010, initially intended to be lifted 
by December 31, 2010.  The ban was 
extended and on May 28 Russia an-
nounced intentions to let the ban expire 
on July 1, 2011.  Wheat futures markets 
reacted dramatically to news coming 
off of the Memorial Day weekend holi-
day and traded 35 cents lower in the 
KCBT July contract on May 31, 2011. 

Justin Gilpin, Chief Executive Offi cer, 
Kansas Wheat Commission, Manhat-
tan, Kan. relates that the Hard Red 
Winter Wheat Tour was very impor-
tant this year for a number of reasons.  

“This was one of the best ever years 
for U.S. wheat exports, with the U.S. 
exporting 34 million metric tonnes, 
or 1.2 billion bushels of wheat,” said 
Gilpin. “With two consecutive years 
in a row of good wheat production 
in the U.S., carryout was comfortable 
enough to meet the demands encoun-
tered upon Russia’s shortfalls.  

“The wheat tour clarifi ed an anticipa-
tion of lower HRW wheat production 
this crop year and led to a further 
focus on the Russian wheat ban, 
problems with the French wheat crop 
and potential planting delays in U.S. 
Spring wheat areas due to excessive 
rainfall.  Although it is not a surprise 
that Russia lifted the wheat ban, the 
bigger picture now in the world mar-
ketplace is the facing of other uncer-
tainties including dryness in China 
and Europe.” 

Now there is anticipation of whether 

or not Russia will become the third-
largest exporter of wheat again.

 “This is hard to say with an anticipation 
that Russia will go to extremes to have 
ample wheat supplies for their own 
population before exporting to others,” 
said Gilpin.  “Russia will probably make 
up for some of the supply to North 
Africa, including Egypt, due to logistical 
advantages in exporting. 

“At this time, Nigeria is consistently 
one of the top purchasers of U.S. Hard 
Red Winter Wheat.  Nigeria’s inter-
est in the U.S. wheat is due to their 
consumption of pan bread that is 
similar to the sliced bread consumed 
in the U.S.”

In addition, Gilpin mentioned that 
over time the Nigerian milling 
industry has grown more supportive 
of the U.S. as a source and has built 
a strong allegiance with producers 
and exporting companies.  “There has 
grown a heightened sense of aware-
ness of global competition and buyers 
of wheat in the world marketplace 
are more closely viewing purchas-
ing mechanisms, risk management 
mechanisms and where the wheat is 
actually coming from,” said Gilpin.

This is refl ected in visits of trade 
teams from various U.S. HRW wheat 
customers, including upcoming visits 
from a Peruvian trade team and from 
South Africa.  The Kansas Wheat 
Commission includes a visit to the 
Kansas City Board of Trade in the itin-
erary for trade teams for them to get a 

better understanding of the role of the 
exchange as a price discovery mecha-
nism and risk management tool.

KC wheat futures prices going 
into the HRW wheat harvest

In the month of May and prior to the 
beginning of the 2011 HRW wheat har-
vest, the Kansas City July wheat futures 
price was trading in the $8.75 to $9.60 
range amidst highly volatile conditions.  
For future market direction, traders will 
rely on production numbers coming 
in from the U.S. harvest and weather 
conditions in Europe. 

To follow Kansas City wheat futures 
and options markets daily, refer to the 
Kansas City Board of Trade Review 
available on the KCBT website at  
www.kcbt.com.  The KCBT Review is 
listed under Market Commentary.

Using Kansas City wheat futures and 
options can assist customers in the 
management of risk and volatility in 
a marketplace that continues to fl uctu-
ate on domestic and global terms.

The Kansas City Board of Trade is the 
benchmark institution for the price of 
hard red winter wheat.  Our website, 
with updated daily quotes, market 
commentaries, historical data and 
charting services is available online at 
www.kcbt.com. 

Call your broker today to fi nd out 
more about KCBT hard red winter 
wheat futures and options and how 
you can use them to hedge your risk. 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile ()
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.3
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 350
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.14286
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 350
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.14286
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Average
  /MonoImageResolution 2400
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /CreateJDFFile false
  /SyntheticBoldness 1.000000
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


