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Over the past year agricultural commodities performance has bifurcated with soft

commodities (cocoa and coffee) driving performance higher while grains (wheat, corn,

soybean) lagging in performance. However, the grains sector is showing signs of recovery

following nearly two years of losses. The market remains focussed on the weather. As a

result of adverse weather conditions from southern Brazil to Europe and Russia, concerns

are growing on building stock levels. At the same time, high net short positioning

levels across corn and soybeans, ahead of a challenging growing season are ripe for a

short covering rally.

 

Production cuts in Russia remain an important catalyst for wheat

 

Wheat prices hit multi month highs in May owing to multiple factors at different global

origins of wheat. In Canada, union workers at two of the leading rail companies voted to

strike after unsuccessful labour negotiations that led to upward price pressure for

wheat. Yet better crop prospects in Australia and the US have lent some pressure to

wheat prices.

 

The Australian crop outlook has changed since the start of the year, especially in light

of the official end of El Nino. The market is in consensus that wheat acreage in

Australia will be increasing at the expense of canola crops. Since the beginning of

June, Australia has witnessed good rainfall over most of western Australia keeping soil

moisture levels high. So, Australia is well placed to produce more wheat than the last

season. In the US, improved crop prospects and rising inventories are also weighing on

wheat prices.

 

However, in Russia, the world’s largest exporter of wheat, production cuts are lending

buoyancy to wheat prices. SovEcon the Russian consultancy has cut its crop forecast this

week to 80.7mn tons. While the United States Department of Agriculture (USDA) expects a

slightly higher global wheat crop compared to 2023/24 ending stocks are still expected

to fall by almost 6mn tons, resulting in a significant tightening of the supply

situation.

 

USDA raised its estimate for global consumption by 2mn tons to a record 802.4mn as food,

seed and industrial use are expected to continue growing. The initial projections from

USDA show global wheat demand exceeding production by over 4mn tons.

 

Net speculative futures in wheat have remained volatile moving from net long to net
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short since April 2024 reflecting the changing fundamental owing to adverse weather

conditions.

 

Figure 1: Wheat - Net speculative positioning versus price

Source: Bloomberg, Commodity Futures Trading Commission, WisdomTree as of 25 June 2024. Historical

performance is not an indication of future performance and any investments may go down            

in value.

 

Corn under pressure owing to larger US acreage and inventories

 

The US acreage is said to amount to 91.5mn acres, (3% lower than the prior year). This

is likely to result in a higher US corn crop than previously forecast provided the

yields per acre remain unchanged. Corn supply in the US remain plentiful. US corn stocks

stood at just under 5Bn bushels, 22% higher than the prior year1. Corn stocks to use

ratio (i.e. how much supply we have at the end of the year with respect to how much we

use annually) remains low at 25.98 as highlighted below:

 

Figure 2: Corn Stocks to use ratio

Source: Bloomberg, USDA, WisdomTree as of 25 June 2024. Historical performance is not an   

indication of future performance and any investments may go down in value.

 

High supply push soybean prices lower

 

Soybean prices have been under pressure owing to plentiful stocks. Higher US supplies

are also expected for soybeans. US soybean stocks amounted to 970mn bushels, 22% higher

than the prior year2. The USDA reported a 3% annual increase in US acreage this year to
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86.1mn acres3.This means that the area planted with soybeans is slightly lower than

expected in a survey of US farmers in the spring. Soybean supplies in Argentina are also

plentiful. The harvest in Argentina reached its highest level in five years in the

completed 2023/24 season4.

 

Reflecting the weaker sentiment on the soybean market, net speculative positioning in

soybean is more than 2-standard deviations below the 5-year average as highlighted

below:

 

Figure 3: Soybean - Net speculative positioning versus price

Source: Bloomberg, Commodity Futures Trading Commission, WisdomTree as of 25 June 2024. Historical

performance is not an indication of future performance and any investments may go down            

in value.

 

1 USDA as of June 1, 2024

2 USDA as of 1 June 2024

3 USDA as of 30 June 2024

4 Buenos Aires Grain Exchange

Related Products

+ WisdomTree Grains (AIGG/AGPP)

+ WisdomTree Wheat (WEAT/WEAP)

+ WisdomTree Corn (CORN)

+ WisdomTree Soybeans (SOYB)

+ WisdomTree Coffee (COFF)

+ WisdomTree Cocoa (COCO)

 

Related Blogs

+ Lingering supply risks remain a tailwind for wheat

+ What's Hot: Easter eggs likely to get expensive as cocoa trades at a 46-year high

+ What's Hot: Supply shortages to fuel Cocoa’s sweet surge in 2024

+ What's Hot: Supportive market outlook for corn and wheat in USDA’s first 2024/2025 for

ecasts

View the online version of this article here.
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Marketing communications issued in the European Economic Area (“EEA”):         This

document has been issued and approved by WisdomTree Ireland Limited, which is authorised

and regulated by the Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA:         This

document has been issued and approved by WisdomTree UK Limited, which is authorised and

regulated by the United Kingdom Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as

“WisdomTree” (as applicable). Our Conflicts of Interest Policy and Inventory are

available on request. 

For professional clients only. The information contained in this document is for

your general information only and is neither an offer for sale nor a           

solicitation of an offer to buy securities or shares. This document should not       

be used as the basis for any investment decision. Investments may go up or down

in value and you may lose some or all of the amount invested. Past performance

is not necessarily a guide to future performance. Any decision to invest should

be based on the information contained in the appropriate prospectus and after          

seeking independent investment, tax and legal advice. 

The application of regulations and tax laws can often lead to a number of            

different interpretations. Any views or opinions expressed in this communication

represent the views of WisdomTree and should not be construed as regulatory, tax

or legal advice. WisdomTree makes no warranty or representation as to the          

accuracy of any of the views or opinions expressed in this communication. Any           

decision to invest should be based on the information contained in the          

appropriate prospectus and after seeking independent investment, tax and legal        

advice.

This document is not, and under no circumstances is to be construed as, an advertisement

or any other step in furtherance of a public offering of shares or securities in the

United States or any province or territory thereof. Neither this document nor any copy

hereof should be taken, transmitted or distributed (directly or indirectly) into the

United States. 

Although WisdomTree endeavours to ensure the accuracy of the content in this document,

WisdomTree does not warrant or guarantee its accuracy or correctness. Where WisdomTree

has expressed its own opinions related to product or market activity, these views may

change. Neither WisdomTree, nor any affiliate, nor any of their respective officers,

directors, partners, or employees accepts any liability whatsoever for any direct or

consequential loss arising from any use of this document or its contents.
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