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Commodity Risk ManagementWhere are we?
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Commodity Risk ManagementHow do things look?
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Commodity Risk ManagementFrom drought to silo busting output

Drought driven supply crunch drives acres into corn

Global production fell 24Mmt in 12/13

World Corn Production
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Commodity Risk ManagementUS Corn We care because…

2012/13 USA 
Drought
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Commodity Risk ManagementUS is the worlds largest producer

No trade flow in Chinese corn
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Commodity Risk ManagementUS is largest corn exporter
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Commodity Risk ManagementResponse to US drought

Market responds
Plants more acres to corn
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Commodity Risk ManagementUSA Today – year two of bumper output
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Commodity Risk ManagementImplications for Market price??

Carryout could be nearly 2.4 bln 

bu with a 17.5 carryout to use 

ratio. This type of ratio 

historically associated with 3.40 

type March corn in Feb. 

Projecting to 2015, Dec 15 

might have “value” near 3.90 

into spring to “buy” acres. 
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Commodity Risk Management

Due to low production economics Informa are suggesting the lowest corn planted 

area since 2009 – no room for a weather problem

Corn price risk sensitivity
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Commodity Risk ManagementRisk Build for US corn?

Buying Bean acres 

market does not need
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Commodity Risk ManagementDoes US market need to buy acres?

2009 action driven by price 

fundamentals, similar to this year. Price 

skyhook to secure 3-4m acres??
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Commodity Risk ManagementIn the context of last 5 years
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Commodity Risk ManagementMARS on EU Maize Yield
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Commodity Risk ManagementFrance – Perfect
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Commodity Risk ManagementRain in Europe Sep/Oct
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Commodity Risk ManagementToxin Issue in Europe?
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Commodity Risk ManagementRomania Maize output
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Commodity Risk ManagementHungary Maize Output

Historically large output
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Commodity Risk ManagementHungary Maize Exports
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Commodity Risk ManagementHungary Maize premiums



12

23

Commodity Risk ManagementPoland snapshot

Poland toxin 

issues appear 

to be limited
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Commodity Risk ManagementDo we reduce Imports further?
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Commodity Risk ManagementDo we reduce Imports further?
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Commodity Risk ManagementIs Feed use sustained?

Does wheat not capture market 

share? 
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Commodity Risk ManagementEU Corn End stocks - Heavy
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Commodity Risk ManagementEurope pricing in big crop carry
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Commodity Risk ManagementWill Volatility remain at these levels?
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Commodity Risk Management2010 rewind – how low is low?
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Commodity Risk ManagementUpward seasonal trend
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Commodity Risk ManagementGlobal FOB trends 2010-2014
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Commodity Risk ManagementFunds
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Commodity Risk ManagementGlobal Wheat Outlook

Sun sets on Northern Hemisphere Wheat Harvest
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Commodity Risk ManagementGlobal Wheat Outlook

Record global production over 720Mmt

Demand on the increase with feed demand estimated 10mmt higher

End stocks rise but still below 08/09/10

36

Commodity Risk ManagementUS Winter wheat
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Commodity Risk ManagementMarket will need to allow for risk

• I thought it might be interesting 

to look at the US drought 

monitor over different windows.

• At this point last year the Mid-

West retained a little more soil 

dryness, but overall conditions 

remained positive

• We saw as the year progressed 

the impact drought had on final 

yields in US winter wheat. 

• Perhaps a little reminder, that 

weather gods don’t always 

sponsor perfect silo busting 

crops. 

• Hard to remember sometimes, 

whilst the shadow of bear 

markets dominates.

38

Commodity Risk ManagementUS Export Sales lag
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Commodity Risk ManagementThe European Paradigm
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Commodity Risk ManagementBumper EU Wheat Output
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Commodity Risk ManagementThe Atypical French bumper crop

37MMt+ output

Poor quality
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Commodity Risk ManagementGlobal Wheat Outlook
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Commodity Risk ManagementGlobal Wheat Outlook
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Commodity Risk ManagementGlobal Wheat Outlook
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Commodity Risk ManagementGlobal Wheat Outlook
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Commodity Risk ManagementGlobal Wheat Outlook
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Commodity Risk ManagementQuality elsewhere - satisfactory

48

Commodity Risk ManagementGlobal Wheat Outlook
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Commodity Risk ManagementEU Wheat Quality
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Commodity Risk ManagementEU Wheat Export Pace
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Commodity Risk ManagementDo we really not have enough quality?
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Commodity Risk ManagementThe Exception
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Commodity Risk ManagementWorld best marketeers
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Commodity Risk ManagementRussia aggressive – more to come

Russia 
After a very rapid start to the season, Russian wheat exports have slowed back to more normal levels but remain on-course 

for the USDA’s 22.50mmt total 
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Commodity Risk ManagementMarket will watch political development

Ukraine 
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Commodity Risk ManagementExternal Drivers – Inflation hedge

• Interesting to note that despite the push higher in Russian interest 

rates to 9.5% (up 1.5%) the Rouble still struggles to gain upward 

momentum against the US dollar. 

• Russia’s move to curb inflation may need further action to offset a 

Russian environment dominated by sanctions and a falling energy 

market

• The sustained weal Rouble will encourage farmers to retain wheat 

as their inflation hedge at least up until the new year.

• Further support for a floor to physical markets as 2014 draws to a 

close 



29

57

Commodity Risk ManagementWheat/maize Spread
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Commodity Risk ManagementForward month setting the tone?



30

59

Commodity Risk ManagementComparable year and trend…
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Commodity Risk ManagementHow funds see things.
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Commodity Risk ManagementDownward trend still in tact
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Commodity Risk ManagementWorld benchmark reverses higher
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Commodity Risk ManagementMr fund has his say
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Commodity Risk ManagementMatif Wheats thoughts..
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Commodity Risk ManagementIs seasonal trend to be sustained?
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Commodity Risk ManagementWatch out for more volatility
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Commodity Risk ManagementForward Forecast Europe
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Commodity Risk ManagementOr do we taste a little bit if 2012?

EU Wheat Winterkill Jan 2012 Snapshot



35

69

Commodity Risk ManagementForward Forecast FSU
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Commodity Risk ManagementEU Commission modelled wheat price

Beginning stocks Production Imports Feed non-feed Total domestic Exports End stocks Stocks/Use ratio Stocks use ratio

EU Comm 14/15 8.7 153.0 5.5 51.6 72.4 124.0 26.0 17.1 11.4% 11.4%

USDA 14/15 10.2 151.0 5.5 57.0 68.5 125.5 26.0 15.1 10.0% 10.0%

USDA 13/14 10.7 143.1 4.0 48.0 68.0 115.8 31.9 10.2 6.9% 6.9%

12/13 13.7 133.8 5.3 51.0 68.5 119.5 22.6 10.7 7.5% 7.5%

11/12 12.0 138.2 7.4 57.5 69.7 127.2 16.7 13.7 9.5% 9.5%

10/11 16.6 136.7 4.6 52.5 70.3 122.8 23.1 12.0 8.2% 8.2%

09/10 19.4 139.7 5.4 57.0 68.6 125.6 22.3 16.6 11.2% 11.2%

08/09 12.8 151.9 7.7 60.5 67.1 127.6 25.4 19.4 12.7% 12.7%

07/08 14.8 120.8 6.8 52.4 64.8 117.2 12.4 12.8 9.9% 9.9%

06/07 13.0 125.7 5.2 60.2 66.0 126.2 13.9 14.8 10.6% 10.6%

USDA EU balance sheets & INTLFCStone Model (mmt)
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Commodity Risk ManagementAlternate FCStone view

USDA EU balance sheets (mmt) 

  
Beginning 
stocks Production Imports Feed  

non-
feed 

Total 
domestic Exports 

End 
stocks 

Stocks: use 
ratio 

FCS 14/15 12.0 155.0 4.5 58.0 68.5 126.5 32.0 13.0 8.2% 

USDA 
14/15 10.2 154.0 5.0 57.5 68.5 126.0 28.0 15.1 9.8% 

FCS 13/14 10.7 143.5 3.8 48.0 68.0 116.0 30.0 12.0 8.2% 

USDA 

13/14 10.7 143.1 4.0 48.0 67.8 115.8 31.9 10.2 6.9% 

12/13 13.7 133.8 5.3 51.0 68.5 119.5 22.6 10.7 7.5% 

11/12 12.0 138.2 7.4 57.5 69.7 127.2 16.7 13.7 9.5% 

10/11 16.6 136.7 4.6 52.5 70.3 122.8 23.1 12.0 8.2% 

09/10 19.4 139.7 5.4 57.0 68.6 125.6 22.3 16.6 11.2% 

08/09 12.8 151.9 7.7 60.5 67.1 127.6 25.4 19.4 12.7% 

07/08 14.8 120.8 6.8 52.4 64.8 117.2 12.4 12.8 9.9% 

06/07 13.0 125.7 5.2 60.2 66.0 126.2 13.9 14.8 10.6% 
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Commodity Risk ManagementNov 18th ideas

USDA EU balance sheets (mmt) 

  
Beginning 
stocks Production Imports Feed  

non-
feed 

Total 
domestic Exports 

End 
stocks 

Stocks:use 
ratio 

FCS 14/15 B 10.1 155.5 4.5 57.5 68.5 126.0 32.0 12.1 7.7% 

FCS 14/15 A 10.1 155.5 4.5 57.5 68.5 126.0 30.0 14.1 9.1% 

USDA 14/15 10.1 155.4 5.0 57.5 68.5 126.0 28.0 16.5 10.7% 

13/14 10.7 143.1 4.0 48.0 67.8 115.8 31.9 10.1 6.9% 

12/13 13.7 133.8 5.3 51.0 68.5 119.5 22.6 10.7 7.5% 

11/12 12.0 138.2 7.4 57.5 69.7 127.2 16.7 13.7 9.5% 

10/11 16.6 136.7 4.6 52.5 70.3 122.8 23.1 12.0 8.2% 

09/10 19.4 139.7 5.4 57.0 68.6 125.6 22.3 16.6 11.2% 

08/09 12.8 151.9 7.7 60.5 67.1 127.6 25.4 19.4 12.7% 

07/08 14.8 120.8 6.8 52.4 64.8 117.2 12.4 12.8 9.9% 

06/07 13.0 125.7 5.2 60.2 66.0 126.2 13.9 14.8 10.6% 
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Commodity Risk ManagementNov 18th ideas
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Commodity Risk Management

Protein market outlook

Dr. Rory Deverell

Commodity Risk Manager – INTL FCStone

Budapest

November 2014
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Commodity Risk Management

Putting the complex into protein complex…..
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Commodity Risk Management

The protein complex is 

complex…
Oilseeds

Rapeseed

Soybeans

Sunseeds

Palm (fruit)

Crush 
protein 
meals

Soymeal

Rapemeal

Sunmeal

By-product 
protein 
meals

DDGS

CGFP

Fodder 
proteins

Beans

Hi protein wheat

Vegoils

Soyoil

Palmoil

Rapeoil

Sunoil

Corn oil

Fish oil

Coconut oil

SPC’s

CMR

TSP

Aquafeed

Energy 
substitution

Biodiesel/Diesel

Ethanol/corn + oil
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Commodity Risk Management

Supply? and demand. 
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Commodity Risk Management

Soybeans became scarce, so the 

market spoke…



40

79

Commodity Risk Management

…and farmers listened …
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Commodity Risk Management

…and farmers listened…
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Commodity Risk Management

…and farmers listened…
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Commodity Risk Management

Weather was kind
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Commodity Risk Management

World production jumps 26mmt
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Commodity Risk Management

The age of turbulence



43

85

Commodity Risk Management

Where are we?
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Commodity Risk Management

Where are we?
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Commodity Risk Management

Where are we?
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Commodity Risk Management

Where are we? 
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Commodity Risk Management

In summary

• Vegoils have little value

• Protein meals have a lot of value

• Why is this? 
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Commodity Risk Management

First the easy one, why are vegoils out of 

favour?

• Stagnating biodiesel 
demand

• Growing supply of 
palm oil

• Growing demand for 
meal

• Falling energy 
demand – efficiency, 
alternatives
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Commodity Risk Management

The world wants more meal, not oil

Meal

Oil
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Commodity Risk ManagementLogistics baby. 
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Commodity Risk Management

Logistically delicate supply pipeline:

• Argentina: strikes, reliance on trucks

• Brazil: internal logistics issues and port 

loading times

• US: rail (congestion/weather) and river 

logistics (depth/freezing) risks
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Commodity Risk Management

Delays, delays, delays….
• Planting delays in Brazil

• Harvest delays in the US

• Logistical delays in the 

US
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Commodity Risk Management

US rail system failing
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Commodity Risk Management

How is the market reacting? 

Perfectly.

• The problem is a meal 
shortage so….
– Soybean flat price rise= 

get farmers selling beans

– Spreads rise = discourage 
storage of beans

– Soybean basis rise = get 
beans to the crush plant

– crush margins rise = get 
the crushers crushing

US soybean crush margin
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Commodity Risk Management

Action (no) reaction
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Commodity Risk Management

At least something is certain!
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Commodity Risk Management

Strong US export sales support 

another year of demand growth
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Commodity Risk Management

beware the ides of march
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Commodity Risk Management

An eye forward, 14/15 shows US finally recovering 

from the US production deficit of 2007 
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Commodity Risk Management

An eye forward, current weather favours a 

continuation of the positive supply outlook

• Brazilian situation was 

dry, was not ideal but is 

improving thanks to on-

going rain

• Slow planting pace is 

an important 

consideration

• The US situation is 

almost all logistics, 

there is not a supply 

problem there at the 

moment

Soybeans in USD

Soybeans in Real
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Commodity Risk Management

Summary and conclusions

• Logistics can trump statistics

• Have we seen the season lows? Probably

• Can we re-test them? If Brazilian weather 

allows it

• Unless biofuel policy changes vegoils will 

struggle for momentum 

• Will protein stay cheap? Hell no
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INTLFCStone Ltd

Branch registered in Ireland No. 907174

5th Floor, Portview House, Thorncastle Street, Ireland

Registered in England and Wales Company No. 5616586 

Authorised and regulated by the UK Financial Conduct Authority [FRN: 446717]

In Ireland, the activities of INTL FCStone Ltd are subject to the supervision of conduct of business rules by the Central Bank 

of Ireland.

The trading of derivatives such as futures, options, and swaps may not be suitable for all investors. Derivatives trading involves 
substantial risk of loss, and you should fully understand those risks prior to trading. Any reference to past performance is not indicative 
of future results. All references to futures/options trading are made solely on behalf of FCStone, LLC. All references to swap execution 
and bi-lateral swaps are made solely on behalf of INTL FCStone Markets, LLC. FCStone, LLC will clear swaps when applicable. Swaps 
are only available to eligible counterparties. All observations of economic, political and/or market conditions are not intended to refer to 
any particular trading strategy, promotional element or quality of service provided by INTL FCStone Inc. and its subsidiaries and should 
be construed as market commentary. All recommendations to buy or sell a specific derivative or forecasting statements regarding 
market activity and the pricing thereof should be construed as a solicitation in any jurisdiction in where such an offer or solicitation 
would be legal. Proper context and guidance including but not limited to the particular trading objectives, financial situations and the 
needs of the intended audience were taken into consideration when this recommendation was prepared. Contact your account 
representative for specific advice to meet your specific trading preferences or goals. These materials represent the opinions and 
viewpoints of the author, and do not necessarily reflect the viewpoints and trading strategies employed by INTL FCStone Inc. and its 
subsidiaries. Sources of information believed to reliable were used in preparing such observations, and no guarantee or representation 
regarding the accuracy of those sources has been made. INTL FCStone Inc. and its subsidiaries are not responsible for any 
redistribution of this material by third parties, or any trading decisions taken by persons not intended to view this material. 


