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2016/17 World Wheat Market;  Oversupply and sinking 
Prices   
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World Grain  MarketsςWhere are we Today? 

Å World wheat and corn total supplies  look to be record large in 2016/17 implying cash 
price pressure prior to the new crop harvest. Farmers are holding large stores of old 
crop cash grain in hope of higher prices.  2015/16 Global corn, soybean and wheat 
stocks are record large at 522 MMTs, up 25 MMTs from year prior. 2016/17 Stocks 
could reach 535-540 MMTs! 

Å ARC forecasting 2016/17 world wheat production to be 720 MMTs (down 15 MMTs 
from year prior), but 3rd largest on record.   World 2016/17 corn production at 1,005 
MMTs, up 35 MMTs from prior year and the 2nd largest on record.  World wheat/corn 
production combined at 1,725 MMTs,  2nd largest on record so without adverse 
weather,  and there is a sizeable cushion of world grain supplies/stocks.  

Å 2015/16 world combined total corn, wheat and soybean demand to rise just 1.1% or 
25 MMTs.  World soybean demand to rise 4% via enlarged Chinese demand, but world 
corn demand will be flat, while world wheat demand rises 1.0%.  World grain 
production is rising faster than demand arguing for a needed cut in planted area.    

Å World 2015/16 grain export demand forecast to decline 11 MMTs.  The world grain 
market lacks a demand driver. The world bio fuel  industry now mature and future 
grain demand growth will  come from expanding world livestock herds. 

Å The world increased harvested  major crop acres by 174 Mil acres since 2005. This 
record large 10 year increase was largely due to elevated profitability tied to bio fuels 
and the need to meet rising caloric intake in  SE Asia.  New growth in 2016/17!    
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World Grain Markets ς Where are we Today? 

Å The world energy markets are oversupplied and likely to remain that way for the 
next 2-3 years with crude oil prices in a range of $20-45 into 2018. The relative 
weakness in crude weighs on the political sediment for biofuels.  

Å The world has 80% of its Central Banks at 0-1% lending rates with 24% of the 
world having negative interest rates. After $27 trillion of world QE, where is the 
economic growth after 8 years?  Falling energy prices reflects the sizeable debt 
ǎǘǊǳŎǘǳǊŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ нnd and 3rd largest economies ς China and Japan.   the 
ƳŀǊƪŜǘΩǎ ŦƻǊŎƛƴƎ ²ƻǊƭŘ tƻƭƛǘƛŎŀƭ ƭŜŀŘŜǊǎƘƛǇ ƛƴǘƻ ŀŎǘƛƻƴ ƻǊ ƛƴŀŎǘƛƻƴΚ  

Å China is awash in grain and looking for ways to slow imports of barely, sorghum, 
ŀƴŘ ŎƻǊƴ ŘŜǊƛǾŀǘƛǾŜǎ ǎǳŎƘ ŀǎ 55DΩǎΦ  /Ƙƛƴŀ ƛƳǇƻǊǘŜŘ ŀ ǊŜŎƻǊŘ 31 MMTs of  total 
grains in 2014/15 or 1 out of every 5 MMTs of grain that traded! 

Å The US dollar is likely to remain in a bullish phase as the US becomes an energy 
exporter and slowly raises interest  rates.  A multiyear US dollar bull is forecast? 

Å Argentina to become an export powerhouse based on tax/currency incentives.  
Argentina to produce a 2016/17 corn crop of 39-41 MMTs and a wheat crop of 
15-17 MMTs, up 13 MMTs and 5 MMTs, respectfully.  

Å {ǇǊƛƴƎ wŀƭƭƛŜǎ ǿƻƴΩǘ ƭŀǎǘ ϧ ƴŜŜŘ ƭŀǎǘƛƴƎ ǿŜŀǘƘŜǊ ǇǊƻōƭŜƳǎ ŦƻǊ ŘƛǊŜŎǘƛƻƴŀƭ ŎƘŀƴƎŜ 

       -- The world oversupplied with US becoming the residual holder of stocks.  

 



/ƻǇȅǊƛƎƘǘ ϭ нлмо !ƎwŜǎƻǳǊŎŜ /ƻƳǇŀƴȅΦ  !ƭƭ wƛƎƘǘǎ wŜǎŜǊǾŜŘΦ v /ƻǇȅǊƛƎƘǘ ϭ нлмс !ƎwŜǎƻǳǊŎŜ /ƻƳǇŀƴȅΦ  !ƭƭ wƛƎƘǘǎ wŜǎŜǊǾŜŘΦ 

World fob Wheat Prices have been 
declining since 2014! 
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FOB World Corn Prices ς Sideways to Lower 
Since 2014 
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The 2005-2014 Ag Bull Market 
It was due to 2 Forces 
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The  2 Drivers of the 2005-13 Bull Market- 
Bio Fuels and Rising Asian Caloric Intake  
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Global Area Harvested: 522 Mil HAς up 4.5 Mil 
HA (11.1 Mil acres) in 2015 and up 5.4 Mil Ha in 
2016? The market has to shut down seedings! 
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World Population ς 7.25 Billion, 
but is growth slowing? 
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Per Capita Food Consumption 
(kcal per capita per day) 
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It really comes down to weather and 
yield for grain bullishness going forward! 
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 Management & Technology Fans  
World Ag Output Growth Since 2001 
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Genetic Advances Causes Increase in 
US Soybean Pod Weights  
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World Major Crop Trend Yields 3.87 
MT/HA Weighted Area Basis in 15/16 
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2015/16 World Grain Stocks ς Record Large 
at 523 MMTsς A World Awash in Grains! 
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World Corn, Wheat and Soy 
Trade ς Grain Trade in Decline! 
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Delta in World Wheat Demand (MMTs) 
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Delta in World Corn Demand 
(MMTs)  2013-2015 
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Annual Corn Price Ranges 
1996-2015 
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Change in Argentina Farm 
Policy - Export Taxes 

Commodity World 
Price 

Current 
Tax Rate 

Current 
Farmer 
Revenue 
($/MT) 

New Tax 
Rate 

Future 
Revenue 
($/MT) 

Change Change 
per 
Hectare 

Soybeans $337 35% $219.05 30% $235.90 $16.85 $50.55 

Corn $172 20% $137.60 0% $172.00 $34.40 $284.88 

Wheat $205 23% $157.85 0% $205.00 $47.15 $140.33 

Sunseed $455 32% $309.40 0% $455.00 $145.60 $319.51 
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Argentina able to Export  9 MMTs of all 
grains/soy/month - 330 Mil Bu 


