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No USDA Grain Changes—Focus Now on 07/08 Prospects
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However, the USDA cut world

ending stocks 1 mmt to 120.8 mmt when it increased the world feed demand estimate. After 4-5 months of lack-
luster demand, the current narrow price relationship between wheat and corn in both the country and the Gulf is
increasing feed interest in the United States, and also prompted three of the best weekly export sales levels since
last fall over the last month. Ice from previous winter storms in the Plains and Arctic temperatures in Midwest and
East could also become output concerns if U.S. weather improves this month.

In soybeans, U.S. export sales were cut 20 million this month to 1.1 billion bu., resulting in a rise in stocks to 595
million bu. because of sluggish exports, as we expected. However, it was a bit surprising that the USDA increased
Argentine output by 1.5 mmt to 44 mmt while keeping Brazil's crop unchanged at 56 mmt. Given the USDA'’s
higher corn crop estimate, a larger Brazilian bean crop of 1-2 mmt seems possible, adding further supplies to the
record world soybean stocks of 57.4 mmt & increasing this year's S. American crop to 106.7 mmt., a 7.2 mmt rise.

With the U.S needing 2 billion bu.. more corn to meet its expanding 2007 ethanol demand, the USDA'’s annual
Ag Outlook new-crop economic projections on March 2 and the U.S. planting intentions report on March 30 will be
the next updates to see if this can occur. Hold old-crop sales for now, but be prepared to increase them on March
strength to $4.30-$4.40 in corn, $7.80-$7.95 in beans and 35- to 45-cent rallies in wheat.
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