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How many times have you heard that the U.S. & China are going to resolve the tariff issues? It
seems that every week there is some optimism about trade talks, and then it all fizzles away.
China has indicated they would buy corn, ethanol and DDGs once a trade deal is completed.
Estimates of 10 million tonnes of corn (393 billion bushels) and 3 million tonnes of ethanol (360
million bushels worth of corn) could take a total of 753 million bushels of usage off U.S. ending
stocks. Fund money seems to be tired of waiting for a deal to happen and are pushing the

grain markets lower. "Buy the rumor sell the fact" is holding correct lately.

There is a record short position for corn at 322,215 contracts. Corn was one of the few
commodities that was holding up until last month’s USDA report. After that, funds have kept
building a short position helping to drive the May futures to contract lows. The question for corn
and all grains is if there is enough threatening weather to spark some short covering. Maybe
this year will be like 2017? The funds set a record short in the spring time and the short

covering rally boosted the December contract to a high of 417'2 from a June low of 374.

Time will tell.
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Corn July Futures
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Commitment of traders data confirmed short positions were added to all three wheat classes
throughout this month. The Statistics Canada Acreage report noted spring wheat acres to
increase 12% and durum wheat to decrease 18.8%.This anticipated decline in durum wheat
area is the largest since 2010, when seeded area declined by more than 2.5 million

acres. Trends in wheat are still clearly pointing lower. Wheat might be oversold for a
technical bounce, but most of the short-term fundamentals still carry a bearish tilt. The Wheat
Quality Council’s tour of the Plains kicks off this morning. Sizable year-over-year production
estimates are expected out of OK, KS and NE. Beneficial crop weather in the southern U.S.
Plains hard wheat belt, and key wheat production areas around the globe, including top
exporter Russia, are dragging on wheat prices. The USDA in a weekly report said 64 percent
of the U.S. winter wheat crop is in good-to-excellent condition, ahead of market forecasts and

above last year’s 33 percent at this time of year.

Chicago Wheat July Futures
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Kansas Wheat July Futures
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My last months report was titled "A Plan for Canola" that reviewed for producers strategies if
they have canola in the bin or are thinking about new crop. One piece of advice | gave....."|
don't believe the bottom is in sight yet". | am a believer there could be a spring rally, but the
percentage chance may be getting lower. Also, the question is how much (if any) of a rally
could we get. I'm mentioning to clients it may not be a bad idea if they are seeing $10/bu for
new crop and don't have much sold to consider pricing some. It is never a bad idea to have a
small percentage priced at a level you know is profitable. Some clients have brought up how
Statistics Canada reported 6.6% less acres this year is supportive from a fundamental side.
However, this news was over shadowed by China blocking canola shipments. There still may

be another $10/mt lower I'm watching on the charts.

Corn July Futures
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There is no question that the Canadian dollar is on the defensive because of the Bank of
Canada's shift to neutral. On April 24th, the BOC held interest rates at 1.75%. Rates tend to be
cut when the bank wants to stimulate the economy and hikes when it wants to slow down an
overheated one. Growth during the first half of 2019 is now expected to be slower than
anticipated, which is why they are keeping rates low. The expectation is the latter half of the
year to be better than the first. With everything that is going on with the trade wars I'm not so
sure. An investment known as an overnight index swap implies there is now zero chance of a
rate hike this year. Some reports I've read say there could is a 10% chance of a cut as early as
next month and by September those odds jump to more than one in three. Overall, the
Canadian Dollar on the June futures could stay between 73.60 (the December low) and 75.40
(the March & April highs). A trade deal with China on canola, oil continuing higher or an
improvement in economic data could spark a rally | think there is still negative pressure right

now, but traders need to keep an eye on the factors.
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Canadian Dollar June Futures
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Earlier this month mentioned on my weekly radio show that producers should consider
protecting cattle their prices. On April 15th and April 18th feeder cattle August futures and live
cattle June futures respectively peaked. One of the main things | watch is how fund traders are
positioned. Funds pushed the cattle market too high to an overbought condition early in April.
Profit taking is now happening and the feeder cattle August futures have dropped 10 cents in
seven trading days. Live cattle June futures have dropped 8 cents in that same time frame.
Fears of weak demand due to cold/wet weather plus talk that the short-term supply of market-
ready cattle will remain high into the summer has helped to pressure cattle lower. The market
may have come down too far too fast, however, there could be a bit of a recovery and more
downside ahead. For the week ending April 23" the Commitment of Traders report showed
managed money traders hit a new extreme net long position of 154,550 contracts on live

cattle.
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Feeder Cattle August Futures
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Live Cattle June Futures

AN LEM19 Default O: 115.100 H: 115.275|L: 114.100 C: 114.350 A:-0.450 %

8 14 20 27 Dec 7 13 19 26 "19
ol LEM19 Date: 11/01/18 O: 115.575 H: 116.150 L: 115.275 C: 116.125 Vol: 6,544

204.982.0010
www.prairiecommodities.com



PI FINANCIAL D

experience. driven.

Adam Pukalo

Commodity Futures Advisor

PI Financial Corp. is a Member of the Canadian Investor Protection Fund. The risk of loss in trading
commodity interests can be substantial. You should therefore carefully consider whether such trading is
suitable for you in light of your financial condition. In considering whether to trade or the authorize someone
else to trade for you, you should be aware of the following. If you purchase a commodity option you may
sustain a total loss of the premium and of all transaction costs. If you purchase or sell a commodity futures
contract or sell a commodity options you may sustain a total loss of the initial margin funds or security deposit
and any additional fund that you deposit with your broker to establish or maintain your position. You may be
called upon by your broker to deposit a substantial amount of additional margin funds, on short notice, in order
to maintain your position. If you do not provide the requested funds within the prescribe time, your position
may be liquidated at a loss, and you will be liable for any resulting deficit in your account. Under certain market
conditions, you may find it difficult to impossible to liquidate a position. This is intended for distribution in those
jurisdictions where PI Financial Corp. is registered as an advisor or a dealer in securities and/or futures and
options. Any distribution or dissemination of this in any other jurisdiction is strictly prohibited. Past performance

is necessarily indicative of future results.
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