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Outline

1. Basics – How marketing fits into the overall farm picture

2. Wheat Market Fundamentals – global & domestic
• Ongoing crop year
• Who are the buyers, and what quality do they buy
• Are there still opportunities for Canadian farmers

3. New crop acreage expectations – global & domestic
◦ Effects on forward prices

4. Is wheat viable for next year on the Prairies?
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Steps to better marketing

Farm: Maximize 
Return per Acre

Macroeconomic & 
Trade Environment

Farm cash flow 
requirements

Market Fundamentals
Prices & trends 

Crop options
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Blend of farm management & marketing
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The ‘basics’
Step 1 – Covering the basics of looking at the market

It starts with crop choice
A. COP analysis – determine costs/ identify returns

- Tells us what price is needed to make a profit
- Tells us how much to sell to protect positive margins 

(for ex., ‘cover COP when forward price is favourable’);  mitigates prod’n risk
- Allows to control costs (note current commodity environment)
- Crop ranking w.r.t. profitabilty

- Disregards agronomics/ rotations
B.  Cash-flow analysis – when need to sell

- Capital management
- Shows when cash is needed through the year
- Avoids ‘having to sell’ when markets are not favourable
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Basics cont’d
Step 2 - Learning about the markets - when to sell

A. What are the wheat fundamentals in the world?
-- Follow the crops you grow -- Reduce speculation

B.  Where are the wheat prices in the marketplace?
- In international markets (not at the elevator)
- How do these prices translate into inland positions (Sask. Elev.)
- How is this calculated
- Comparison to elevator bids  

C.  What are the expected price trends and why
- Influences timing of sales 
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Basics  cont’d
Step 3 – Execution of plan

Which returns are acceptable

Reduce speculation

D. Contract execution/ logistics management

- managing operating risks
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Wheat Fundamentals

1. Overall supply vs. demand balance current crop & new crop

2. Changes in global supply & changes in global demand

3. What type of wheat is increasingly in demand

4. Market for next year’s wheat crop

5. Canadian idiosyncrasies – system challenges
◦ Why is Canada losing market share?

MERCANTILE, MARCH 2017 7



Basic World Wheat Balance Sheet
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International wheat markets 2016
TOP PRODUCERS (2016)

1. EU (27) (145 mln mt)

2. China (128 mln mt)

3. India (87 mln mt)

4. Russia (72.5 mln mt)

5. USA (63 mln mt)

6. Australia (33 mln mt) 

7. Canada (31.7 mln mt)

8. Ukraine (27 mln mt)

TOP CONSUMERS (2015)

1. EU (130 mln mt)

2. China (118 mln mt)

3. India (97 mln mt)

4. Russia (39 mln mt)

5. Pakistan (25 mln mt)

6. Egypt (20 mln mt)

7. Iran (19 mln mt)

8. Turkey (18 mln mt)

9. Brazil (11.5 mln mt)
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Largest wheat producing countries 
globally, 2016/17    (‘000 mt, Source: Statista)
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Big changes in wheat production 
over last 5 years

1. Russia:  38 mln mt 72.5 mln mt +91%   (+34.5 mln mt)

2. Ukraine: 16  27 mln mt +68%     (+11 mln mt)

3. Australia:  23  33 (35.1 Abare)     +53%      (+12 mln mt)

4. China: 121  129 mln mt +7%        (+8 mln mt)

5. Kazakhstan:  10  15 mln mt +50%       (+5 mln mt)

6. Argentina: 9.3  15 mln mt +61%        (+6 mln mt)

7. Canada: 27  31 mln mt +15%       (+4 mln mt)
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International wheat markets 
TOP 10 TRADERS/ EXPORTERS 

(E’16/17)
1. Russia (29 mln mt)

◦ FSU  (112 mln mt)

2. USA (27.5 mln mt)

3. EU (26 mln mt)

4. Australia (25 mln mt)

5. Ukraine (17 mln mt)

6. Canada (21.4 mln mt)
◦ Wheat  (16.7)
◦ Durum  (4.7)

7. Argentina (9 mln mt)

8. Kazakhstan (7.5 mln mt)

TOP 10 BUYERS/ IMPORTERS 
(E’16/17)

1. Egypt (12 mln mt)

2. Indonesia (10 mln mt)

3. Algeria (8 mln mt)

4. India (6 mln mt)

5. Brazil (6 mln mt)

6. EU (6-7 mln mt)

7. Japan (5.5 mln mt)

8. Bangladesh (5 mln mt)

9. Morocco (4.5 mln mt

10. Philippines (5 mln mt)

11. Vietnam (3 mln mt)
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Black Sea 
wheat 
balance 
sheet
Sept. 26/16 N.Am.Gr.Conf.:

“Today, the Black Sea region 
has grain exports of 80 million 
tonnes as compared to an 
average of 30 million tonnes
of imports in previous 
decades.”

“… That’s a shift of 110 million 
tonnes; that’s bigger than 
China.”

According to some estimates, 
Ukraine has the capacity to 
double its agriculture 
production, while Russia may 
see its output increase by 40% 
in the next 10 years.
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Note 
increase in 
Supply & 
Exports 
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Market share major exporters
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Share US wheat in world 
wheat trade
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FX effect
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Wheat export market share
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0.8% of a 180 
mln mt mkt. is 
1.44 mln mt!
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Biggest wheat import increases

1. India:  20k mt in ‘12/13 to 6.5 mln mt ‘16/17  (bought 6.7 mln mt
‘06/07)

2. Vietnam: Vietnam’s wheat imports for marketing year ending June 
2017 is estimated to surge 67.4% year-on-year to 5 million mt, 
largely on strong feed demand 

3. SE Asia: Per USDA, SE Asian wheat imports have more than doubled 
over the past decade. 

◦ Milling-quality wheat demand has grown as diets have shifted towards 
more wheat products. Also, feed and residual use in the region has more 
than doubled due to rapidly rising demand from the livestock, poultry, 
and aquaculture sectors. Food use is expected to continue rising. 
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Biggest wheat import 
increases last 5 years

1. India:   very small to 6.5 mln mt

2. Egypt: 8.4  11.8 mln mt +40%

3. Vietnam:  1.7   5 mln mt +290%

4. Bangladesh:  2.7   5.5 mln mt +200%

5. Indonesia:  7   9 mln mt +29%

6. China:  3   4 mln mt +33%

7. Morocco:  3.8   5.5 mln mt +45%

8. Philippines: 3.6   5 mln mt +43%

9. S. Arabia:  1.9   3.5 mln mt +84%

10. Thailand:  1.8  3.8 mln mt +211%

11. Turkey:  3.3  5 mln mt +43%                                    Qualities bought?

MERCANTILE, MARCH 2017 22



Wheat import countries 
(‘000 mt, source: index mundi)
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Market share major importers
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Global wheat market summary
There have been major changes in the wheat markets over the past 10 
years, or so:
◦ Global production has increased from 597 mln mt to 753 mln mt (+26%)
◦ Global dom. consumption has increased from 617 mln mt to 739 mln mt

(+20%)
◦ Global exports have increased from 112 mln mt to 178 mln mt (+59%)

◦ Canadian exports have decreased from 30.3 mln mt (incl dur; 25.9 mln mt excl. 
dur) to 21 mln mt (incl. dur; 16.5 mln mt excl. dur) – (-31%)

Canada is losing market share!

Even if we have the right quality [see this yr], the system does not seem to 
respond.

What happened???
Costs / rail system capacity/ grading ?
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Who is hitting the big tenders?
Ex. most recent GASC (Egypt) tender:

No. 1 CWRS 13.5 FOB px ~ US$251/mt FOB W. Coast
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Could Canada compete at 
lower costs???
Current:
Cdn. Elevation primary & export elev.:  $27.50/mt

Rail frt.: $45/mt (~1/2 for 113 car units)

CGC fees $1.84/mt
~$74.34/mt

What if: 

Inl. Frt.: $25/mt
Compet. Elev’ns: $10/mt
Fees: $ 1/mt
Oc. Frt.: ~US$27/mt $63/mt
Elevator bids CPS wheat, wk. 29:   $4.60/bu C$169/mt US$127/mt fob

 US$190/mt C&F
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Cdn. Export 
performance:
Per week 30, 
Canadian wheat 
exports lag last 
year’s by 1.9 
million mt or 
20%. 

Durum exports 
as of week 30 
lag last year’s by 
432k mt or 15%.
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Canadian 
wheat 
exports by 
destination 
YTD (Dec’16)
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Top 50 importers of Cdn. Wheat
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US wheat exports by class
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US wheat classes
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Wheat specifications traded –USA:
Pro, TW, Dmgd, FM, contrasting 
classes
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Canada Western Red Spring Wheat (CWRS):
Variety, hard vitreous, pro, Soundness, FM detail,
other classes, stain, Fus. Dmge, insect dmge, 

shr. & broken, smudge, sprouted
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‘Base Grade’ wheat
“Miniumum Quality Milling Wheat”
◦ Min. Pro  ~12%
◦ Min. Hagberg ~300
◦ TW  78-79 kg/hl
◦ Moisture 16% max.

◦ 16% protein – premium 

Russian wheat: Pro, TW, Moisture
◦ No official body certifying; millers know what are buying

EU wheat: ditto

◦ change in Canada is glacial….
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US wheat buyers Source: USDA
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US wheat exports by class  Source: USDA
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Market showed value for 
quality this year Source: USDA
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World wheat 
market prospects
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New crop area & production 
outlook - USA

Acres:  depends on acreage mix major crops:

A lot of farmers are moving away from wheat and going to soybeans, 
corn. 

Farmers in western Kansas are switching acres from wheat to other 
crops. 

Expectation is that we will see a significant reduction in winter wheat 
acres, and likely a reduction in spring wheat as well a current price 
relationships.

 USDA projections for wheat plantings of 50.2 million acres and 
harvesting of 43.9 million acres in 2016-17 (down 9% from 55 million 
planted acres and 7% from 47.3 harvested acres estimated for 2015-16)
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USDA outlook est’s (Feb. 22)
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Acres down 10% (initial est.)
The 2017/18 wheat average farm price is seen 
$4.30/bushel vs $3.85 for 2016/17.
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US wheat acres Source:UKC, USDA  
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US wheat production Source:UKC, USDA 
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US ending stocks & price Source:UKC, USDA 
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ICG 5-yr projections – world wheat
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Return per Acre outlook - SK
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Yields & prices used….
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Canadian wheat projections
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Questions?
Questions?

mboersch@mercantileventure.com
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