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WHEAI PRICES TO II'IPROVE

DBCEMBER IYHEAT FUTURES AT CHICAGO have declined aPproximately 65 cGnts

eince July 1. About half of that declino has come during the past four to flve
weeke. Pric€s paid to Illinois farmere have doclined by 50 to 55 cents slnce

harvest b6gan, as tho basis has narrowed only 10 to 15 c€nts since then.

Part of th6 weaknoss in soft wheat prlces is associated with the general price

decline in all claeses of wheat over th€ paet three months. This general decllne in

turn reflects a det€riorating supply and demand balance. Since harveet bogan,

th€ ostimated size of the 1982 wheat crop has increased about 4 percent. In

addition, U.S. whoat €xporta have not kept paco with €xp€ctauons.

The USDA has projected 1982-83 wheat exports at 1.775 billlon bushels, equal

to last yearrs r6cord. During tho fir8t one-third of the markoting year (June 1

through S6pt6mber 30), inspsctions for export totalod 530.7 million bushels' 13.5

percont Iess than at the same time last year. Of tho large buyers of wheat' only

China has imported significantly more U.S. wheat than it did a year ago. China i3

the single largest customer for U.S. wheat, and sales to China account for about

27 percent of the market to dat6. Nearly all of Chinare purchases have conaiat€d

of soft red winter wheat.

Exports to Russla are up slightly from a yoar ago, but Russla has only pur-
chased 1 million metric tons since the middle of June. Shipments to Europe'

Japan, Africa, Moxico, and Brazil are all down significantly from a year ago.

Soft winter whoat prices have declined substantially more than the price of

hard red winter wh6at. On July 1, December futures at Chicago (soft rod

wint€r) were at a one-cent premium to Decomber future8 at Kansas City (hard

winter). On Octobor 8, December futures at Chicago were at a 4g-cent discount to

futurea at Kansas City. On the surface, the reasons for the relative decllno in

soft red winter prices are not obvioug.

Production of soft red winter wheat declined 10 p€rcent this year, and total

supplies are off by 6 percent. On the othor hand, the hard winter croP was 13

porcent larger, and supplies are nearly I percent Iarger than thoso of last ]r€ar.
In addition, exports of soft winter wheat are lagging behind last yearrs pace by



only 4 porc6nt; hard wintor exports ar6 down almost 11 p€rcont. Carryover
stocks of soft winter wheat are expected to declin€ to a minimal level, whereas
hard winter wh€at carryovor is expected to lncrea8e to a very high level.

Tho curr€nt price differenual in Boft and hard winter wheat ls associatod wlth
farmersr marketing patterns. Over half of the hard wheat producors are eligible
for tho gov€rnmont Ioan and res€rve program. As a result, farmergr sales have
be€n rolatively light, thus supporting the basis and nearly-by contracts. By
contrast, soft wheat producers have beon aggressivo sellorg. Much of th€ soft
whoat is produced in th6 Corn Belt. In these areas, wheet has be€n sold to make

room for storlng largo corn and soybean crops. This activity has kept prB8sure
on the basis and the near-by futuros.

Impllcations. Through the fir8t four months of the crop year, the price of
whoat rocoived by Illlnois farmors has averaged about 93.00 per bushel. That
price is 55 c€nts b6low th€ national average CCC loan rat€. Only twice in the
past 15 y6ars ha8 the e€asonrs averag€ price in Illinois beon below the loan rate.
In 1969-70, the difforontlal was 7 c€nts and in 1977-78 it wae t5 cents.

It appearB llkely that eoft wheat prices will improve following th6 corn and
soybean harvest. Much of the increaee will rofl€ct an improvement in the ba8ls as

farmer sales aro roduced. Cash prlc€8 should be expoct€d to approach the loan
level by next spring.
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