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THINK economic and financial analysis

WASDE update: Wheat market tightens
further

The USDA increased its 2021/22 ending stock estimates for both corn
and soybeans on the back of favourable weather in the US and larger
beginning stocks. The agency continues to see a tight wheat market,
with inventory estimates revised down again for both the US and the
global market

- —

Corn stocks revised higher

The USDA revised higher its estimate of US ending corn stocks for 2021/22 to 1.5b bushels
compared to a previous forecast of around 1.41b bushels. The revised number was also more than
the roughly 1.43b bushels the market was expecting. The bulk of the increase was due to a revision
higher in beginning stocks. This increased from 1.19b bushels to 1.24b bushels on account of a
demand downgrade for 2020/21. For 2021/22, US corn production estimates were revised
marginally higher from 15b bushels to 15.02b bushels on a slight improvement in yields. Domestic
corn demand was revised lower by around 45m bushels and the USDA now estimates US demand
to be around 12.28b bushels for the season. Export estimates were increased from 2.48b bushels
to 2.5b bushels.

Globally for corn, the USDA increased its ending stock estimates for 2021/22 from 297.6mt to
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301.7mt largely due to a revision higher in beginning stocks. The agency revised down its 2020/21
demand estimates by around 5.1mt, driven largely by the US. Ending stocks for the current
marketing year came in above the almost 299mt the market was expecting. For 2021/22,
production outside the US was left largely unchanged at around 816.7mt. Similarly, global demand
estimates were also only marginally changed with a current estimate of 1,187mt.

Overall, the report was moderately bearish for corn prices, given the loosening in the balance
sheet.

Corn supply/demand balance

2021/22 est 2021/22 est Est revision 2020/21 est AYoY 2019720
latest  previous Mok
U5 (m bushels)
Arsa harvested {m acres) 851 851 00 823 P 813
Yield (busacre) 1765 1763 02 1714 51 1675
Production 15019 14956 230 14111 908 13,620
Imports 25 25 ao 24 1 47
Consumption 12,280 12,325 5510 12,086 714 12,186
Exparts 2,500 2475 250 2753 -253 1,77
Beginning stocks 1236 1,187 a0 1919 -683 2,221
Ending stocks 1,500 1408 920 1236 264 1919
Global (m tonnes)
Production 11982 1,197.8 05 1,1155 827 11186
-Ls 3815 38049 06 3585 230 35610
- Brazil 1180 1180 aa 860 320 102.0
- Argentina 530 530 0.0 500 30 510
Dermand 11865 11866 02 11316 549 11351
-EU 768 763 as 7549 a9 788
- Ching 2940 29410 a0 2850 90 2780
Beginning stocks 2800 2865 35 306.1 -16.1 3226
Ending stocks 3017 2976 &1 2900 118 3061

Source: USDA

Favourable weather in the US adds to soybean surplus

The USDA increased its US soybean production estimate from 4.37b bushels to 4.45b bushels, as
favourable weather over recent weeks appears to have helped the current crop. The agency
revised higher its soybean yield estimate for the second consecutive month and now sees yields at
51.5bu/acre compared to a previous estimate of 50.6bu/acre. Domestic demand for soybeans was
revised marginally higher by around 10m bushels to 2.31b bushels, while export estimates were
left unchanged at around 2.09b bushels. This leaves the bulk of the extra production going to
inventory. Expectations of stronger output, along with a revision in beginning stocks mean that
ending stocks for 2021/22 were increased by 135m bushels to 320m bushels. This was above the
roughly 300m bushels the market was expecting.

Outside the US, the USDA lowered its soybean supply estimates by around 1.3mt, with downward
revisions coming mainly from Argentina (-1mt). However, this was more than offset by the revision
higher in US output. As a result, global supply estimates were increased by around 0.7mt to
385.1mt. Global demand estimates were lowered by around 1.1mt on account of slower demand
from Argentina. Global ending stocks for 2021/22 were increased by around 5.7mt to 104.6mt,
which is above market expectations of almost 101mt. The bulk of the increase was driven by
revisions higher in beginning stocks.
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Similar to corn, the report was bearish for soybeans. And this was reflected in the price action
following the release.

Soybeans supply/demand balance

2021/22 est 2021/22 est Est revision 2020421 est AYoY 2019720
latest previous Mo
Us (m bushels)
Arsa harvestad {m acres) 864 864 0.0 826 38 749
Yield {bufacre) 515 50.6 1] 510 05 L7 4
Production 4 458 4374 &0 4216 232 3,552
Imports 15 25 =100 20 -5 15
Consumptien 2309 2259 100 2,240 83 2273
Exparts 2,090 2,090 00 2,265 -175 1679
Beqginning stacks 256 175 310 525 -269 99
Ending Stocks 320 185 1350 256 [ 525
Global (m tonnes)
Production 3851 38L& 07 3653 199 33949
-Us 1211 119.0 20 1148 b3 96.7
- Brazil 18410 18410 00 137.0 70 1285
- Argenting 510 520 -10 Lh2 48 LB 8
Demand 3773 3784 -1.1 362.6 147 3584
- Chinag 1177 1177 00 1116 b.1 1092
-EU 176 176 00 17 8 02 173
Beginning stocks 992 951 &1 955 37 1141
Ending stocks 1066 989 57 997 54 955

Source: USDA

Global wheat market continues to tighten

The USDA lowered its 2021/22 US ending stock estimates for wheat for the fifth consecutive month
and now sees wheat stocks ending the season at around 580m bushels, compared to its previous
estimate of 615m bushels. The market was expecting a number of around 576m bushels. The
agency revised down wheat acreage by around 0.9m acres, while yield estimates were also
lowered from 44.5bu/acre to 44.3bu/acre. Hence, US production estimates were revised down from
1.7b bushels to 1.65b bushels. Import estimates were also lowered by around 10m bushels to
125m bushels due to tight supplies in the global market. Domestic demand estimates were only
lowered by 25m bushels to 1.16b bushels.

Globally, the USDA expects the wheat balance to tighten further, with 2021/22 ending stock
estimates revised down from 283.2mt to 277.2mt. The market was expecting a reading closer to
281mt. The bulk of this downgrade comes from revisions lower in beginning stocks (-4.2mt), while
the remainder was driven by supply shortfalls for this season. Global production estimates were
revised down from 780.3mt to 775.9mt, with large revisions coming from Canada (-2mt), the
Middle East (-1.5mt) and the US (-1.4mt). Demand estimates were downgraded by around 2.6mt
to 787.1mt, with major revisions coming from the US, India and the Middle East. The global supply
shortfall for the season has increased to 11.2mt, compared to a previous estimate of 9.3mt.

Overall, the report was constructive for the wheat market, with it continuing to show a
tightening in the global market.
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Wheat supply/demand balance

2021/22 est 2021/22 est Est revision 2020/21 est AYoY 2019120
latest previous MaoM

US (m bushels)

Area harvested {m acres) e 381 -39 36.8 0L iTs

Yield (bufacre) L3 L4 5 0.2 597 b4 517

Production 1,646 1,697 -510 1828 -182 1932

Imports 125 135 -10.0 100 25 104

Consumption 1,161 1,186 -25.0 1,120 &1 1,118

Exparts &75 &75 00 a9z -117 963

Beginning stocks B45 Bhk 10 1,028 -183 1080

Ending Stocks 580 615 =350 B45 -265 1028

Global (m tonnes)

Praduction 77549 7803 -4 & TIET 11 TR23
-Us L& B 552 -14 598 -5.0 526
-EU 1394 1390 04 126.0 134 1387
- Russia 725 725 0.0 B854 -129 736

Demand 7871 7896 -26 7812 59 T&B3
- China 1590 1490 00 150.0 -1.0 126.0
- M Africo 577 577 a0 LH B 09 563

Beginning stocks 28B4 2926 -4 2 2948 -b.4 2808

Ending stocks 2772 2832 -6.0 2884 -112 294 8

Source: USDA
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