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| want to start off this month explaining a reason some don't know why oil prices went negative.
On April 20th WTI oil futures on the May contract went to a low of -$40.32/bl, the lowest ever
since records started being kept by BP in 1861. Most people have probably heard about the
concerns that there will be no room to store the barrels of oil delivered in May. However, you
may not know about how futures margin plays an important role. The June WTI oil contract
now requires a margin of $10,000USD. Given that each contract is 1,000 barrels of oil, simple
math tells us that $10/bl is a key level to watch in trading. Should crude fall under $10/bl mark,
it could trigger margin calls. That could in turn force more selling to raise cash, which sends
the price lower. It is called a ‘long squeeze’ - a situation where traders that have bought the oil
futures contract thinking it would go up need to sell in a falling market. In essence, traders
were willing to pay to have the oil taken off their hands because they might not be able to store
it upon delivery. It is seeming like the only way the oil glut can be solved is by more production
cuts. Saudi Arabia and Russia already agreed to a 9.7 million barrel per day cut, but that

doesn’t start until May 1st.
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Wheat

Indications that U.S. wheat exports will benefit from Russia's export quotas helped to underpin
prices earlier this week. Also, a pullback in the U.S. Dollar became an additional source of
strength. However, news of rain this week in the U.S. and again later in the week in Europe
has contributed to more aggressive selling from speculators. Some important technical levels
were broken and it seems funds might be going on the short side now. Chicago wheat futures
are now rolling over on the charts. Minneapolis wheat fell to a new contract low while Kansas
extended its pullback too. From a technical standpoint, a reversal higher today could lead to
some more short term upside. However, longer term technicals are still pointing lower. This
time of year weather can be a major factor for swings in the futures prices so | typically look at

protecting on rallies.

| mentioned to clients back when we saw a mid-March rally now might be the time to sell some
physical wheat or protect using futures or options. Producers may not know how much grain
they have and might not want to sell more this time of year depending on how much they have

priced. This is when futures or options can help you protect without the production risk.
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Chicago Wheat July Futures - 1 Year
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Kansas City Wheat July Futures - 1 Year
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Minneapolis Wheat July Futures - 1 Year
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Canola

Since January 10th, March canola futures have dropped $32/ton approximately.

Soybean oil significantly increased in December with palm oil, which kept canola futures fairly

steady.

However, palm oil has now turned lower and so has soybean oil (along with the whole soy

complex).

Below is a chart that shows you why | watch soybean oil in relation to canola prices.

You can see from the end of December soybean oil (white line) decreased 16.85% and canola

(red line) decreased 11% along with it.

The soy complex is going to be important to watch going forward for canola.

Agriculture and Agri-Food Canada (AAFC) estimate 2020 canola production to decline and

forecast a 2% decline in planted aces to about 20.5 million.

As well, production is to decline to 18.5 million tonnes, which would be the lowest amount in

six years.

Ending stocks for 2019/2020 were pegged at 3.5 million tonnes and at 3 million for 2020/21.

I'm going to be watching for May canola to hold around $460/ton.

The futures are right at support currently.
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Canola May Futures - 1 Year
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Soybean Oil (White Line) vs Canola (Red Line) March Futures - 1 Year
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Soybeans

Last Friday, China reported their imports of U.S. soybeans and they surged in December from

a year earlier.

This is positive news after the signing of the Phase 1 Deal.

China brought in 3.09 million tonnes of soybeans from the U.S. in December, 44 times the

level a year ago, data from the General Administration of Customs showed.

Friday’s data provided a breakdown of China’s buying by origin after figures released earlier in
January showed it bought 88.51 million tonnes of soybeans overall in 2019, just up from 88.03

million tonnes in 2018.

Soybeans made up more than half of its U.S. agricultural purchases in 2017 before the trade

war erupted and are expected to make up a key part of any increased purchases.

For all of 2019, China brought in 16.94 million tonnes of U.S. soybeans, edging up from 16.6
million tonnes in 2018, when shipments nearly halved from the previous year due to the trade

dispute.

China usually turns to U.S. soybeans in the fourth quarter of the year when the American

harvest dominates the market.

The question is are purchases going to continue at the same level with the coronavirus.

Plenty of traders seem to want to stay on the short side of soybeans with the March futures

decreasing 85 cent/bu since the beginning of January.

My thoughts on soybean futures are they are going to be lower until the peak of the

coronavirus.

It is hard to think there i much more downside with the current oversold levels, but traders
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could keep pushing prices lower.

Soybean March Futures - 1 Year
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Canadian Dollar

Earlier this month the Bank of Canada kept rates unchanged at 1.75%.

This was expected, however, it were the comments they gave after that sent the Canadian

Dollar lower.

Ahead of the meeting traders were pricing in one 0.25% interest rate cut in 2020 in October.

A more negative outlook with a revision to the 2020 and 2021 GDP forecasts are now having

traders questions how high the loonie is.

According to Canada overnight index swaps, rates markets are now pricing in a probability of

64% that a 0.25% cut will come in July — two months earlier than expected.

At the start of 2020, rate markets did not have any interest cut priced in, so this has been a

drastic change in a few weeks’ time.

I mentioned to clients that | didn’t see the Canadian Dollar staying where it was around 77

cents.

My recommendation was to convert funds if large purchases were going to be made in the
u.s.

To help protect clients grain prices, I'm going to be watching to hedge their Canadian Dollar

risk closer to 74 cents.

This will depend on how the general markets perform over the coming months.
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Canadian Dollar March Futures - 1 Year
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Cattle

This month on the nearby contracts feeder cattle declined $8.225/cwt (5.68%) and live cattle
declined $7.475/cwt (5.88%).

Technicals are showing the market appears to have put in a short-term low.

Traders see positive packer profit margins, a relatively tight supply flow and a discount to the

cash market as reasons to suspect a bounce.

However, it may take a rally in the beef market to see that demand has not been hurt

significantly from the coronavirus.

Funds are still holding a large long position so it is difficult to determine when the long

liquidation selling could slow.
There might still be more downside.
Overall, the technical action is showing there may be a bounce, but lower trending cash cattle

is a negative force and it seems unlikely that funds traders will suddenly being to rebuild their
net long positions.
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Live Cattle April Futures - 1 Year
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Pl 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 Pl 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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