
 

 

Adam Pukalo 

Commodity Futures Advisor 

 

  

204.982.0010 

www.prairiecommodities.com 

 

TECHNICALS & TRENDS 
March 2019 Edition 

 

Today the USDA released their Prospective Planting and March 1st stocks reports. 

 

Overall, the U.S. principle crop area is seen falling 4.2 million acres on the year to 315.35 

million acres, which is the smallest since 2011. 

 

Here is a summary.....  
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The biggest market reaction came from corn. It seems that farmers are having every incentive 

in the world to switch out of soybeans and into corn this year. A question I have is now that we 

have the 92.8 million acre estimate, is it feasible? I'm not going to say it is impossible, but it 

may be a little high if we have any weather problems etc.  

 

For soybeans, the 29% above a year ago is a very big year-over-year increase. The futures 

are holding up very well given the stock numbers. Support was probably offered by the lower 

plantings estimate. Over the last couple of weeks most of my clients have been asking about 

canola. I have lost count how many times I've been asked where canola futures are going.  

 

In case you are returning from a remote island vacation with no contact to the outside world, 

China has blocked canola shipments from Richardson International and Viterra. On March 

22nd May canola closed $13.5/ton lower from the initial announcement. I've been discussing 

with farms what their old and new crop plans are given this decline.  

 

Old crop still in the bin? 

 

Many farms that I have been speaking with have decided to sell their old crop canola and look 

at replacing it using futures and/or options when the time is right. I don't believe the bottom is 

in sight yet. I've heard many different reasons for selling now that include needing cash flow, 

not wanting the storage risks and thinking about bin space for next year’s crop. Every 

operation is different, which is why I create personalized strategies for my clients. 

 

Thinking about new crop? 

 

You may or may not have a lot of old crop sold, but you will need to start thinking about your 
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new crop plan. Often I hear from clients that they don't want to protect after big moves down 

like this. While I do agree a large decline has already happened there is an argument that 

could be made canola could still go lower. Currently, buying a November put option at 

$470/ton where the market is would cost $13/ton approximately. One way to help reduce that 

cost and still give you some downside protection is by doing a spread. You could buy the $470 

put and sell a $445 put for November. When you sell a put you collect money and in this case 

would be $4.50/ton approximately. This particular strategy I did with a client would cost 

$8.50/ton and give $25/ton of protection if the market were to still keep declining from now until 

November. Instead of using options you could sell the futures to protect from the market going 

lower. Since the market has dropped significantly, there is definitely a risk of a fast rally. If 

using futures, you could always sell the November and buy the July to trade the spread to 

reduce your risk.  

  

 

  

 

Canola May Futures - 6 Months  
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Canola May Futures - 5 Years  
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I have been actively trading the Canadian Dollar for suitable clients. My viewpoint is the 

Canadian Dollar could trade closer to 74 cents. Last week there seemed to be 

some optimism revolving the release of our Federal budget. There are a lot of reports recently 

that the Canadian Dollar could go to low 70's high 60 range. While this is definitely possible 

there would have to be certain factors that align. One positive factor for the Canadian Dollar is 

that oil prices keep steadily rising. WTI on the May futures increased $3/bbl approximately this 

month reaching $60/bbl. I'm paying close attention to how the 'stock market' could 

influence currencies going forward. Particularly, how inversion took place between the 3 year 

and 10 year US Treasury bills. This means that the 10 year yield (amount of interest you would 

receive for a 10 year t-bill) was below the 3 year yield.  When the difference between the short 

and long term rates narrow, it's a signal that people are less certain that growth is here to 

stay.  Often inversion is considered a reliable forecast of a potential recession. 

 

  

 

Canadian Dollar June Futures   
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A Recession in the U.S. Coming?  

 

  

The wheat market seems to have enough positive news for a move up from the lows, but it will 

take more significant weather issues to spark fears of much tightness ahead. Support has 

been tied to traders fears that flooding in area of North and South Dakota from significant snow 

melt in the coming weeks could cause some acreage losses. The mayor of Fargo, North 

Dakota has already declared an emergency and ordered sandbags to barricade the city from 

the Red River flooding. Cash premiums for spring wheat were noted and Minneapolis wheat 

open interest was up. Traders for wheat will be watching closely the weather this time of year, 

wheat export numbers and of course US/China trade news. It is possible that any of these 

factors could spark fund buying to flush out short positions. 
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I’ve been talking with clients about replacing their wheat they have sold to potentially take 

advantage of a spring rally. I'm paying close attention to how Minneapolis is at a premium to 

Kanasas and Chicago. This spread could easily narrow more possibly providing farms an 

opportunity to take advantage of selling their Minneapolis wheat and buying Kansas or 

Chicago. 

  

 

  

 

Chicago Wheat May Futures  
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Kansas Wheat May Futures  
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Minneapolis Wheat May Futures  
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Soybeans have showed weakness this month on the charts heading to the lower end of the 

range. Rumors last night of major progress on key points in negotiations with China on a trade 

deal has helped support the market. On Wednesday, May soybeans closed down to the lowest 

level since October 31st. The weakness was tied to increased producer selling in Brazil as the 

harvest continued to wind down and to selling Argentina with their harvest picking up.  

Brazilian real settled down more than 3% at its lowest level since early October and the 

Argentine peso settled down 2.9% at its lowest level in several years. The lack of news on the 

US/China trade front has also helped pressure prices the past few days, but with the 

delegation in China traders may get cautious and wait for details to be announced.  We could 

see the next two weeks might be "make or break" as far as the trade negotiations go.  For the 

nearby contract, I'm watching $8.70/bu as a short term support (floor). If that floor is taken out, 

the low around $8.55/bu could be in sight.  On the higher end, a rally above $9.10/bu would be 

seen as a positive development.  

 

  

 

Soybean May Futures  
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The live cattle, or fat, futures are starting to show like they could decline. As of today's close on 

the April nearby contract.... 

 

Live cattle has declined $4.775 (3.66%) from the highs of $130.45. 

 

Feeder cattle has declined $5.225 (3.48%) from the highs of $150.08. 

  

The USDA sees second quarter beef production increasing by 420 million pounds from the 1st 

quarter as compared with a 259 million pound increase last year. If this happens, it would be 

the largest increase since 2008. Last week’s USDA Cattle on Feed report was considered 

bearish and the Commitment of Traders report showed fund traders holding a near record long 

position. Friday cattle closed sharply lower on the day and yesterday the selling continued. 

Funds traders are net long 145,159 contracts and the selling could intensify if certain floors are 

violated. A recent key reversal, the cattle on feed report and dry weather for much of the 

feedlot regions in the US for the next seven says are seen as bearish forces. 
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Feeder Cattle April Futures  
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Live Cattle April Futures  
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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.  

  

 

 

 


