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The noose is tightening around the wheat market’s neck and the only salvation is higher prices.  Some analysts are speculating that the reason wheat prices are not increasing is that foreign wheat buyers have been spoiled by 3 years of excess stocks and low prices.  When wheat prices are low, buyers act like producers when prices are high.  They believe that current prices are not representative of the supply and demand conditions and that prices will return to lower levels.  At the present time, buyers are refusing to believe that the supply situation has changed and that prices will increase.

The current supply situation is one of excess wheat (290 million bushels) in the US and low stocks in the foreign market.  US ending stocks are projected to be about 890 million bushels compared to a 5-year average of about 700 million bushels.  World wheat ending stocks are currently projected to be about 4.1 billion bushels compared to a 5-year average of about 4.6 billion bushels. The world’s stocks to use ratio (ending stocks divided by use) is projected to be a record low 18 percent.  Due to these facts, the USDA is expected to lower its estimate of world wheat ending stocks in the December 12th report.  Lower stocks are expected because rain delayed the wheat harvest in both Australia and Argentina.  Excess moisture is expected to lower both yields and quality that will reduce the amount of exportable wheat.

Tighter world wheat stocks make the US 2001 winter wheat crop critical and there are already problems with the 2001 crop.  US hard red winter wheat planted acres will be less than last year by roughly 2 million acres.  About 15 percent of the US planted acres were planted late.  Also some of these early-planted acres may experience weed problems.  Both of these factors will result in lower wheat yields.

There are private reports that indicated that producers planted less wheat in the European Union.  Chinese producers are expected to plant 6 to 7 percent less wheat acres as well.  Lower planted acres are occurring in spite of greater world wheat consumption than production for the last 4 years.

The odds are that wheat prices will increase.  Since the full impact of excess moisture on Argentina’s and Australia’s wheat harvest will not be know for another month, the upward price tend may not be established until after January 1, 2001.

Could the above analysis be wrong?  You bet it could.  Argentina and/or Australia’s wheat harvest may be larger than expected.  Importing countries may decide to lower their wheat imports.  The US winter wheat crop may experience a perfect growing season.  But the odds are against these events happening.

Wheat prices are expected to return to the $2.80/$2.90 price range in January 2001.  There is a 50 percent chance that wheat prices will top $3.00 in the February to March time period.  The June 20, 2001 expected central Oklahoma wheat price is $2.85 per bushel.  However, time will tell how accurate these predictions are.

