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2016 MARKET PERSPECTIVES READERSHIP SURVEY

In an effort to better serve the readers of Market Perspectives, the U.S. Grains Council requests that you take
a few moments to complete a quick seven-question survey on the newsletter. Your time and insights are
greatly appreciated. We look forward to continuing to provide you with valuable market intelligence!

Please follow this link to access the e-survey. Thank you!

For more information on the contents of this newsletter or the U.S. Grains Council, its mission and programs,
please contact Manuel Sanchez or Alvaro Cordero at (202) 789-0789.

The U.S. Grains Council is a private, non-profit partnership of producers and agribusinesses committed to building and expanding international markets
for U.S. barley, corn, grain sorghum and their products. The Council is headquartered in Washington, D.C. and has ten international offices that oversee
programs in more than 50 countries. Financial support from our private industry members, including state checkoffs, agribusinesses, state entities and
others, triggers federal matching funds from the USDA resulting in a combined program value of more than $26 million.


http://app.keysurvey.com/f/1075688/e734/
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CHICAGO BOARD OF TRADE MARKET NEWS

Week in Review: CME Corn December Contract

covering added to
the rally. Futures
closed above key
technical points,
keeping upside
potential alive.
The rally likely
indicates the
harvest low is
past.

direction. Harvest
progress
approached the
halfway mark,
easing harvest
concerns. The
U.S. dollar was
lower but did not
spark much
buying interest.

short covering.
Ethanol demand
remains strong as
margins continue
to improve and
overseas corn
demand has been
better than
expected.

the market.
Ethanol
production was
higher than last
week while stocks
were lower,
boosting corn
futures. Outside
markets were
also supportive.

Friday Monday Tuesday Wednesday Thursday
14 October 17 October 18 October 19 October 20 October
4.750 -0.250 -0.2500 3.7500 -6.5000
354.250 354.000 353.750 357.500 351.000
Bullish export Markets traded a | Early selling December corn Commercial and
figures and narrow range on hedge pressure hit its highest noncommercial
commercial low volume, with | sent markets close in three selling were the
buying sent no arguments for | lower, only to months as feature of markets
markets higher significant price later be pushed seasonal price today. Farmers
while fund short changes either higher by mild patterns influence | and other firms

are taking
advantage of the
highest prices in
three months to
sell large
volumes. Outside
markets weighed
on corn and the
U.S. dollar rose
38 points.

Outlook: In the week following USDA’s announcement of the largest corn crop on record, prices have rallied.
Since the market’s close on October 12 (the October WASDE release date) December futures have climbed
14 cents, buoyed by better-than-expected demand. Exports and ethanol have been supportive to corn, even as
combines continue to harvest the 15-billion-bushel crop. Harvest had reached 46 percent complete across the
U.S. as of Monday’s USDA report and is now likely well above 50 percent. This year’s harvest is lagging
behind both last year’s and the five-year average pace but good weather has largely alleviated any harvest
concerns. Indeed, the good weather may be helping delay the harvest as farmers temporarily “store”
unharvested corn in the field. Storage capacity will be very tight this year and reports of grain being stored
uncovered in piles on the ground are already surfacing. With the supply situation essentially fixed for the year,
attention will be focused on demand to work off this year’s record production.

Lower crop prices have certainly performed their function of stimulating demand to absorb the coming large
crop. The latest export sales report from USDA shows exporters sold 40 million bushels of corn last week and
exported 33.5 million, bringing marketing-year-to-date exports to nearly 300 million bushels. More impressively,
year-to-date bookings (exports plus outstanding sales) have reached 885 million bushels, an increase of 89
percent from this time last year. USDA'’s October projections for U.S. 2016/17 corn exports totaled 2,225
million bushels, and this week’s sales exceeded what was needed to meet this figure.
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Similar to export trends, corn has been receiving support from the ethanol market which is experiencing
seasonally high demand. The warm October weather has been extending the driving season and the
Department of Transportation reports traffic miles across the U.S. are up 3 percent in 2016. Ethanol margins
have been excellent in recent weeks which is pulling more corn into the ethanol grind.

December corn futures spent much of the past week trading above key technical support at $3.50. The rally
was initially triggered by managed money short covering and some commercial end-user buying but was
further supported by demand fundamentals. Thursday’s early trading saw a high price traded just below $3.60
(another important technical point) but bulls were unable to push the market higher and a round of farmer and
commercial selling sent the corn markets sharply lower. From a technical perspective, Thursday’s trading was
bookended by both bearish and bullish factors. Bearish signals were flashed as December corn failed to close
(or trade very long) above the 100-day moving average ($3.58) and did briefly trade below $3.50. Bulls can
remain optimistic, however, as the contract closed above both thel0-day moving average and the $3.50 mark.
The 10, 20, and 40-day moving averages continue to indicate a bullish trend may be developing, though after
increasing over 40 cents from the life-of-contract low ($3.14 ¥4) the market may pause and correct before
demand can move prices higher.

CBOT DECEMBER CORN FUTURES
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Current Market Values:

Futures Price Performance: Week Ending October 20, 2016

Corn
Dec 16 351.00 354.25 -3.25
Mar 17 360.75 363.75 -3.00
May 17 367.50 370.25 -2.75
Jul 17 373.75 376.50 -2.75
Soybeans
Nov 16 975.50 962.50 13.00
Jan 17 984.75 970.25 14.50
Mar 17 991.00 976.25 14.75
May 17 997.75 983.50 14.25
Soymeal
Dec 16 304.60 300.60 4.00
Jan 17 306.10 301.90 4.20
Mar 17 307.50 303.50 4.00
May 17 309.30 305.60 3.70
Soyoil
Dec 16 35.05 34.38 0.67
Jan 17 35.32 34.66 0.66
Mar 17 35.53 34.89 0.64
May 17 35.70 35.07 0.63
SRW
Dec 16 417.00 421.00 -4.00
Mar 17 437.50 439.25 -1.75
May 17 452.75 452.50 0.25
Jul 17 465.00 463.50 1.50
HRW
Dec 16 423.00 417.75 5.25
Mar 17 440.50 434.75 5.75
May 17 452.00 445.50 6.50
Jul 17 462.75 456.00 6.75
MGEX (HRS)
Dec 16 531.25 528.50 2.75
Mar 17 534.75 532.25 2.50
May 17 540.50 538.00 2.50
Jul 17 546.75 545.00 1.75

*Price unit: Cents and quarter-cents/bu (5,000 bu)
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U.S. WEATHER/CROP PROGRESS

U.S. Drought Monitor Weather Forecast: Unfavorably dry conditions are expected to linger over many of the
nation’s drought areas over the next 5 to 7 days. In particular, little — if any — rain is expected over the
Southeast as well as the southern half of the Great Plains. Exceptions to the dry outlook include the potential
for locally heavy rain from the central Appalachians into northern New England, and from northern California
into the northern Rockies and Pacific Northwest. The NWS 6- to 10-day outlook for October 25-29 calls for
near- to above-normal temperatures over most of the nation, with cooler-than-normal conditions confined to
New England and the central Pacific Coast. However, the outlook features a wetter-than-normal signal from
the Pacific Coast into the Ohio Valley and Great Lakes, with drier-than-normal conditions limited to portions of
Texas and from the Delta into the Southeast and Mid-Atlantic States.

Follow this link to view current U.S. and international weather patterns and the future outlook: Weather and
Crop Bulletin.

U.S. EXPORT STATISTICS

U.S. Export Sales and Exports: Week Ending October 13, 2016

e

E

Wheat 520,700 461,500 10,503.2 15,422.2 27%
Corn 1,118,000 851,000 7,536.3 22,500.1 89%
Sorghum 200 3,100 374.8 1,055.9 -70%
Barley 0 200 6.9 13.8 -42%

Source: USDA, World Perspectives, Inc.

Corn: Net sales of 1,023,000 MT for 2016/2017 were up 17 percent from the previous week, but down 8
percent from the prior 4-week average. Increases were for unknown destinations (226,600 MT), Colombia
(197,100 MT, including 35,000 MT switched from unknown destinations and decreases of 16,400 MT), Peru
(114,000 MT, including 80,000 MT switched from unknown destinations), Saudi Arabia (74,900 MT, including
68,000 MT switched from unknown destinations), and Vietnam (74,500 MT, including 70,000 MT switched from
unknown destinations and decreases of 100 MT). Reductions were for Guatemala (10,000 MT) and the
Dominican Republic (2,800 MT). Exports of 851,000 MT were down 32 percent from the previous week and 35
percent from the prior 4-week average. The primary destinations were Saudi Arabia (140,000 MT), Mexico
(124,800 MT), Colombia (102,300 MT), Peru (84,800 MT), Vietnam (76,900 MT), Bangladesh (60,400 MT),
and the Dominican Republic (42,300 MT).

Optional Origin Sales: For 2016/2017, new optional origin sales totaling 40,000 MT were reported for unknown
destinations. The current outstanding balance of 403,000 MT, is for unknown destinations (338,000 MT) and
Taiwan (65,000 MT).

Barley: No net sales were reported for the week. Exports of 200 MT were reported to Japan.
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Sorghum: Net sales of 200 MT for 2016/2017 were for Indonesia. Exports of 3,100 MT were reported to
Mexico (2,900 MT) and China (200 MT).

U.S. Export Inspections: Week Ending October 13, 2016

Barley 735 0 24,993 21,311 117%
Corn 875,808 1,162,178 7,812,178 4,352,152 180%
Sorghum 5,846 87,885 466,562 1,610,893 29%
Soybeans 2,508,997 1,801,832 7,714,443 6,770,243 114%
Wheat 450,613 437,414 11,027,482 8,562,682 129%

Source: USDA/AMS. *Marketing Year is June 1-May 31 for wheat and barley and September 1-August 31 for corn,
sorghum and soybeans. Week-to-week reports will vary due to exporter reported conditions and cancellations to previous
week’s reports.

Lakes 11,569 1% 0 0% 0 0%
Atlantic 38,736 5% 0 0% 0 0%
Gulf 649,995 78% 41,477 100% 0 0%
PNW 49 0% 49 0% 0 0%
Interior Export Rail 133,933 16% 0 0% 5,846 100%
Total (Metric Tons) 834,282 0% 41,526 100% 5,846 100%
White Corn
Shipments by 7,570 to Colombia
Country (MT)

33,907 to Mexico

49 to Korea

41,526
Total White Corn (MT)
Sorghum Shipments .
by gountry (I\F/TT) 5,846 to Mexico
Total Sorghum (MT) 5,846

Source: USDA, World Perspectives, Inc.
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FOB

Yellow Corn (USD/MT FOB Vessel)

FH November +0.76 Z $168.10 +1.07Z $180.30
LH November +0.78 Z $169.89 +1.07Z $180.30
December +0.80 Z $169.68 +1.057 $179.52

Please note that given the lack of volume in the white corn trade we are unable to provide accurate pricing
figures for today’s report.

Sorghum (USD/MT FOB Vessel)

Max 14.0% Moisture | Basis | FlatPrice | Basis | Flat Price |
November +0.957 $175.58 +0.85 7 $171.64
December +0.95 Z $175.58 +0.80 7 $169.68

Please note that given the lack of volume in the feed barley trade we are unable to provide accurate pricing
figures for today’s report.

Corn Gluten Feed Pellets (CGFP) (FOB Vessel U.S. $/MT)

New Orleans $132 $132
Quantity 5,000 MT

New Orleans - $555 $555
*5-10,000 MT Minimum

Rail Delvd. East Coast $515 $515 -
Rail Delvd. Chicago - - -
Rail Delvd. Chicago - -
Truck Delvd. Channahon/Elwood - $493 -
*All prices are market estimates.
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terms var

Barge CIF New Orleans 156 158 161
FOB Vessel GULF 166 168 169
Rail delivered PNW 176 178 181
Rail delivered California 178 180 183
Mid-Bridge Laredo, TX 178 179 182
FOB Lethbridge, Alberta 143 145 150
40 ft. Containers to South Korea (Busan) 190 189 191
40 ft. Containers to Taiwan (Kaohsiung) 191 190 193
40 ft. Containers to Philippines (Manila) 195 193 196
40 ft. Containers to Indonesia (Jakarta) 197 196 200
40 ft. Containers to Malaysia (Port Kelang) 199 198 202
40 ft. Containers to Vietnam (HCMC) 209 204 204
40 ft. Containers to Japan (Yokohama) 202 198 198
40 ft. containers to Thailand (LCMB) 195 194 197
40 ft. Containers to Shanghai, China 196 192 192
KC & Elwood, IL Rail Yard (delivered 148 147 149
Ramp)

Source: WPI, *Prices are based on offer indications only; terms of delivery, payment and
guality may vary from one supplier to another, impacting the actual value of the price.

DISTILLER’S DRIED GRAINS WITH SOLUBLES (DDGS)

DDGS Comments: DDGS prices were higher for almost all reference markets this week, rising $4/ton on
average. U.S. prices in NOLA and other Gulf locations were higher. U.S. rail rates were $5/ton higher this week
on average and Canadian rail-delivered DDGS rose $11/ton. Internationally, containers to Southeast Asia were
$4/ton higher on average and prices for November delivery to Vietnam and Japan saw the highest increases.
Prices for December and January delivery experienced more modest increases as buyers are still filling near-
term needs while waiting to judge future market conditions before securing product for late winter/early spring.

A recent study conducted by South Dakota State University shows feeding higher concentrations of DDGS in
feed rations has no detrimental impacts on the onset of puberty in dairy heifers. The study compared three
groups of dairy heifers that were fed different concentrations of DDGS and grass hay for 16 weeks. The results
showed heifers fed the higher DDGS rations experienced metabolic changes that led to improved feed gain
efficiency. Importantly, the study also found, contrary to a priori expectations, feeding increased DDGS levels
did not alter the onset of puberty.

Ethanol Comments: Ethanol margins are higher this week and that incentivized plants to expand production
36,000 barrels per day from last week, with production reaching 998,000 barrels per day. Despite the
production increase, ethanol stocks fell 351,000 barrels this week even as gasoline consumption fell 466,000
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barrels per day during the same time period. Ethanol exports remain strong and are largely responsible for the
stocks drawdown.

The margin between the corn price and the value of ethanol and coproducts was higher this past week across
all four reference markets (see below), with the largest gains noted in Nebraska and lllinois. Compared to this
same week last year, the spread is $0.44-$0.76 higher in all reference markets.

lllinois differential is $2.29 per bushel, in comparison to $2.18 the prior week and $1.53 a year ago.
lowa differential is $2.04 per bushel, in comparison to $2.03 the prior week and $1.40 a year ago.
Nebraska differential is $2.09 per bushel, in comparison to $1.93 the prior week and $1.61 a year ago.
South Dakota differential is $2.09 per bushel, in comparison to $2.05 the prior week and $1.65 a year
ago.

COUNTRY NEWS

Brazil: Estimated corn exports for the current local marketing year (March-February) were raised by USDA to
16 MMT, up 0.5 MMT from a month earlier but still 52 percent lower than last year’s exports. (USDA)

China: After selling a total of 20 MMT from its state-owned corn reserve, the government has suspended sales
for the marketing year and has asked state-owned milling companies to increase their purchase of new crop
corn from farmers. The government says it is reforming its stockpiling system and will take measures to protect
farmers. Meanwhile, it is offering a 200 yuan/MT subsidy to corn refiners with the expectation that these
companies will pay farmers a price in line with what the state grain reserve is paying (1,400 yuan/MT;
$207/MT). The announced subsidy caused the futures market price to jump by 1.9 percent to $220.48/MT.
(Bloomberg; Reuters)

Mexico: Representatives from five grain importers are visiting lowa this week to assess the new crop.
(Reuters)

Philippines: The local monthly allocation of ethanol required to meet the 10 percent blend mandate for the first
guarter of 2017 was pegged at 75,835 cubic meters (20 million gallons). That is a 21 percent increase from the
fourth quarter of 2016, and a 1.5 percent rise from first quarter 2016. Domestic production is increasing but the
Philippines will still need to import nearly 43 percent of its supply in 2017 in order to meet the blend
requirement. The domestic price of ethanol is 2.5 times greater than the imported fuel price and one end-user
is quoted saying that ethanol should be imported instead of the feedstock being imported to make ethanol
domestically. (Platts)
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OCEAN FREIGHT MARKETS AND SPREAD

Bulk Freight Indices for HSS — Heavy Grain, Sorghum and Soybeans*

55,000 U.S. Gulf-Japan $31.75 Up $1.50 Handymax at $32.50/MT
55,000 U.S. PNW-Japan $18.00 Up $0.50 Handymax at $18.00/MT
58-60,000 U.S. Gulf-China $31.00 Up $1.50 .
PNW to China $16.75 Up $0.50 North China
25,000 U.S. Gulf-Veracruz, México $14.00 Up $0.50 3,000 MT C:Z't'g discharge
35,—4_0,000 U.S. Gulf-Veracruz, $12.50 Up $0.50 Deep draft_ and 8,000 MT
México per day discharge rate.
25/35,000 U.S. Gulf-East Coast $16.75 Up $1.00 West Coast Colombia at
Colombia, from Argentina $28.00 Up $1.00 $23.00
43,000 U.S. Gulf-Guatemala $22.75 Up $0.75 Acajutia/ Qgﬁiza' - 8,000

) ) . $21.75 Up $1.00 8,000 MT daily discharge
26-30,000 U.S. Guli-Algeria $24.25 Up $1.00 3.000 MT daily discharge
25-30,000 U.S. Gulf-Morocco $21.00 Up $1.00 5,000 discharge rate
55,000 U.S. Gulf-Egypt $19.50 Up $1.00 o e
PNW to Egypt $22.25 Up $1.00 T 50 ayp
65-75,000 U.S. Gulf-Europe-
Rotterdam $14.50 Up $0.50 Handymax at +$1.50 more
Brazil, Santos-China $20.25 Up $0.75 54-58,000 Supramax-

$19.75 Up $0.75 Panamax
. . ’ ) 60-66,000 Post Panamax

Itacoatiara Port up river
Amazonia-China $29.25 Up $1.00
56-60,000 Argentina-China
Upriver with Top-Off $28.25 Up $1.00 —

Source: O’Neil Commodity Consulting
*Numbers for this table based on previous night’s closing values.
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OCEAN FREIGHT COMMENTS

Transportation and Export Report: Jay O’Neil, O’Neil Commodity Consulting: Freight futures players
have done a good job of rallying the Baltic freight indices this week and physical freight markets have
grudgingly followed. The Baltic Dry-Bulk Panamax index jumped 15 percent this week and moved from 673 to
905, an increase of 232 points or 34 percent since August 1. For the most part physical rates have moved up
by about 12 percent over the same period. The recent price run up has given vessel owners and operators
cause for greater optimism. | do not, however, believe this is a sign of a true market turnaround. | do believe
Dry-Bulk markets bottomed out in February 2016, and grain container markets in mid-summer, but | am not yet
convinced that we are at a point that justifies significantly higher rates. As mentioned previously, we still have a
large imbalance in vessel supply verses cargo demand. The North American fall grain harvest has contributed
to improved vessel demand. This demand pull will likely continue through December-January.

Baltic-Panamax Dry-Bulk Indices

P2A: Gulf/Atlantic — Japan 12,135 11,103 1,032 9.3%
P3A: PNW/Pacific— Japan 7,564 6,387 1,177 18.4%
Source: O’Neil Commodity Consulting

Below is a recent history of freight values for Capesize vessels of iron ore from Western Australia to South
China:

Week Ending October 20, 2016

Four weeks ago: $5.90-$ 6.40
Three weeks ago: $ 5.80-$ 6.40
Two weeks ago: $5.25-$ 6.40
One week ago: $6.00-$ 6.45
This week $5.35-$6.10

Source: O’Neil Commodity Consulting

U.S.-Asia Market Spreads

#2 Corn 1.00 75 .25 $9.84 PNW
Soybeans 1.08 .73 .35 $13.78 PNW
Ocean Freight $16.75 | $31.00 0.32-0.35 ($14.25) November

Source: O’Neil Commodity Consulting
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The charts below represent year-to-date 2016 versus January-December 2015 annual totals for container

shipments to China.

Sorghum, 19,911

/YC, 14,255

HRW, 587
SRW, 2,449

NS, 8,324\/\\

A

=YC =YSB =NS =SRW = HRW = Sorghum

2016 YTD China Main Container Shipments

Source: O’Neil Commodity Consulting

2015 China Main Container Shipments

HRW, 1,298 _\
o /*

= YC = YSB = SRW = HRW = Sorghum

Source: O’Neil Commodity Consulting
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International Freight Rates for Feed Grains — Select Routes
Estimated Spot Price ($/MT) — Week Ending October 20, 2016

Vessel Size PNMX PNMX PNMX PNMX PNMX PNMX Handy Handy
Corn Argentina | $26.00 $27.50 $26.75 $22.25 $21.75 $26.50 $28.75 $28.25
(Yellow) Brazil $18.75 $21.25 $20.50 $12.00 $24.75 $26.50 $24.00 $25.00
Corn Argentina | $25.25 $27.25 $26.25 $21.50 $21.25 $25.75 $28.25 $27.75
(White) Brazil $18.25 $20.75 $20.00 $11.50 $14.25 $15.50 $23.50 $24.50
Barley Argentina | $25.25 $27.25 $26.25 $21.50 $21.25 $25.75 $28.25 $27.75

Brazil $18.25 $20.75 $20.00 $11.50 $14.25 $15.50 $23.50 $24.50
Sorghum Argentina | $25.25 $27.25 $26.25 $21.50 $21.25 $25.75 $28.25 $27.75

Brazil $18.25 $20.75 $20.00 $11.50 $14.25 $15.50 $23.50 $24.50

Note: Bid-ask spreads can vary in width and initial offers may be higher on less active routes.
Source: World Perspectives, Inc.

INTEREST RATES

Interest Rates (%): October 19, 2016

U.S. Prime 3.50 3.50 3.50
LIBOR (6 month) 1.26 1.26 1.26
LIBOR (1 year) 1.59 1.59 1.54

Source: www.bankrate.com
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