Wheat and Weather
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First, dry weather conditions caused many wheat acres not to be planted and now too much moisture has caused this problem to continue.  It is estimated that between 30 and 35 percent of northwest Oklahoma’s wheat acres have yet to be planted.  In order to maintain yields on acres planted between November 15th and December 15th, the seeding rate will need to be increased to 2 bushels per acre.  USDA reports that 85 percent of the U. S. wheat crop is seeded.

Higher wheat prices were the result of drought conditions in Kansas, Oklahoma, Texas, and major wheat producing areas of Australia.  All of these locations received rain and prices fell about 15 cents.  In mid October, central Oklahoma wheat prices were about $2.85 per bushel.  Today’s price in central Oklahoma is about $2.70.  It may be January before wheat prices get back to the $2.85 to $2.90 per bushel.  Future price changes will be a factor of good news and bad news.  Crop condition reports that are favorable for production will be bad for prices and vice versa.  The good news for production and bad news for prices is that recent rain has dramatically improved soil moisture conditions and temperature conditions along with no cold weather forecast in the near future may result in no reduction in yields due to late planting.  It is possible that planting delays will have no impact on production.

On a broader scope, many market analysts are projecting Australia’s wheat crop to be between 660 and 700 million bushels compared to USDA’s October estimate of 770 million bushels.  It does not matter whether USDA or private estimates are correct; both estimates are below Australia’s 5-year average production of 778 million-bushel production.  The price impact of lower production will partially be offset by the fact that Australia’s wheat ending stocks were about 60 million bushels above the 5-year average production level.

Another important factor affecting price is U.S. hard red winter (HRW) wheat stocks.  2000 HRW wheat production was 844 million bushels compared to a 5-year average of 983 million bushels.  Beginning stocks were 458 million bushels producing a total supply of 1,303 million bushels.  Hard red winter wheat use is projected to be 959 million bushels and ending stocks are projected to decline to 344 million bushels (458 million bushels last year).

If 2001 HRW wheat production is the same as 2000’s, 844 million bushels and beginning stocks are 344 million bushels, total 2001/2002 marketing HRW wheat supply will be 1,188 million bushels.  Assuming the same use, 959 million bushels, May 31, 2002 ending stocks would be 229 million bushels.  This is 71 million bushels below the 5-year average.

This implies that if hard red winter wheat production is the same or less than the 2000 crop, wheat prices must increase.  And if history is any indicator, wheat prices will increase to $4 per bushel or higher.  However, weather will be a strong influence on both production and prices.

