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DELTA GRAIN OUTLOOK – Monthly Analysis and Strategy 

Introduction:  

The Southern Queensland harvest is now well underway while Central Queensland is only a fortnight 

from complete on a lower planted area and disappointing yields. It has been a tough year for  

Queensland’s cropping belt, most of which remains drought-affected. 

The QLD/NSW border region is similar with much of the region expected to harvest less than half their 

average yields. Early barley receivals are making Barley 1 spec and wheat is expected to follow the 

same path provided it stays dry.  

The majority of the NSW wheat crop is a fortnight from harvest and will likely stretch out to the back 

end of December before it is complete on the South West slopes. Prices remain at, or a few dollars 

above, the long-term average at $300 -$320 Port equivalent which have encouraged a higher number 

of forward sales than we have seen since 2016. NSW winter crop growing conditions are close to the 

best we have seen and all we need is friendly weather through the harvest period to fully realise the 

crop’s potential. 

Pulse values have firmed significantly since our last report.  This has been driven by a surge in Indian 

domestic values and plenty of speculation that their very high prices could encourage the Indian 

Government to relax their aggressive import duties, which have effectively closed that market for the 

past two and a half years. 

Wheat Outlook 

INTERNATIONAL 

• WHEAT: The outlook for 2020/21 U.S. wheat this month is for reduced supplies, higher 

domestic use, unchanged exports, and lower ending stocks.  

• Supplies are reduced by 32 million bushels, on production.  

• Projected ending stocks are reduced by 42 million bushels to 883 million, which would be the 

lowest U.S. ending stocks in six years.  

• The 2020/21 global wheat outlook is for larger supplies, increased consumption, greater 

exports, and higher stocks.  

• Supplies are raised 2.2 million tons to 1,072.5 million tons, mostly on Russia’s production 

increasing 5.0 million tons to 83.0 million, which is the second-largest crop on record, 

following 2017/18.  

• Ukraine’s production is lowered 1.5 million tons to 25.5 million tons. 

• Canada’s production is reduced 1.0 million tons to 35.0 million tons. 

• Argentina’s production is lowered 0.5 million tons to 19.0 million tons. 

• World consumption is increased fractionally to 751.0 million tons.  

• Russia’s exports are raised 1.5 million tons to 39.0 million, which are the second highest on 

record.  

• China’s imports are raised on a strong early pace and are now 7.5 million tons, making China 

the third largest global importer for 2020/21.  

• Projected 2020/21 world ending stocks are raised 2.1 million tons to 321.5 million to a new 

record, with Russia accounting for most of the increase this month..  

 Source: USDA September WASDE Report 
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The USDA WASDE reduced the U.S. carryout to the lowest in six years. More significant was an increase 
in Russian wheat production by a very solid 5Mmt which is a huge change given their status as the 
world’s largest exporter. If the same change happened here it is equivalent to 30% of Australia’s 
exportable surplus! If the market was trading on total supplies, then the outlook for world wheat 
would be quite bearish. One could argue that without China’s aggressive purchasing of soft 
commodities, global grain prices would be facing very significant headwinds. 
 
DOMESTIC 
 
Our concern has always been that a near record NSW crop will bring a deluge of selling at harvest 
which we feared will crunch the domestic basis. When we look at the domestic basis level today, we 
see values which are essentially harvest lows, which takes a good deal of the risk away from the 
market. The market is essentially trading at the Export value of wheat. We believe these assumptions 
are correct because we have seen Australia win some nice export contracts into Asia recently, beating 
all comers including Black Sea and U.S origin. 
 
You can see by the Domestic Basis Chart below where we are, especially against the non-drought 
seasons of 2015/16 and 2016/17. You will also notice that in the period from January to June, as lift in 
basis can sometimes be delayed. As we are already at such low levels, we do favour basis lifting earlier 
in the new year than later, but there are no guarantees. Therefore, with the risk of low basis through 
until sometime in 2021, we still believe some forward sales continue to make sense for cashflow as 
well as to protect these solid economic values for at least a portion of your crop. 
 

 
 

 

Current 

Month
Last Month Futures CBOT Currency Basis

Dec-20
Dec  

AUD/USD
($AUD/t)

High $322 $292 607.40 0.7319 $17

Low $286 $275 538.20 0.7043 $8

Current $317 $288 594.2 0.7211 $13

Price Analysis Table – Wheat Del Newc

2020/21 APW1- Multi
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This month’s surge in values has given growers another opportunity to make sales above $300 Track 
Port Kembla or Newcastle. By way of historical perspective, the long-term average Newcastle APW 
Port value including drought years from 2006 to 2020 is $301/t, while years with an exportable surplus 
the average has been $281/t Newcastle Port. In 2016 the harvest low was $224 Newcastle Port on 
December 3rd, at the peak of harvest. 
 

 
 

 
 
This month we have reduced our expectations of the national wheat crop by 1.2Million tonnes, 
mostly on an expected reduction in the West Australian crop by 700,000 tonnes. It has been a much 
more challenging season there with a dry start, then a late break followed by high winds and 20% 2 
decile in-crop rainfall for all but the South West corner. Northern SA and Northern Victoria have also 
continued to struggle with sub-optimum rainfall. We are now two million tonnes below the USDA 
estimate, both in terms of Australia’s total production, and the available exportable surplus. 
 

 

Australian Wheat Balance Sheet estimate

Crop Year Carry-In Production Imports Dom Feed Dom Food Use Total Dom Exports Ending stocks

2016/17 3.95 30.36 0.1 4.10 3.30 7.50 21.00 5.81

2017/18 5.81 20.49 0.1 6.00 3.30 9.20 12.85 4.25

2018/19 4.25 17.30 0.6 7.00 3.30 10.50 8.00 2.65

2019/20 est 2.65 15.10 0.5 4.50 3.30 8.00 8.00 2.25

2020/21 est 2.25 26.50 0.5 4.50 3.30 7.25 17.00 5.00
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WHEAT Futures Dec2020 - Weekly chart  

 
 
We think the break higher in US wheat futures give the potential for a major step above the long 
consolidation we have been highlighting for many months. That is that US wheat has been rangebound 
between 480 and 585cents/bushel, but the recent break above 600cents, coming at the end of the 
Northern Hemisphere harvest, does put us on notice that there may be a paradigm shift going on with 
world wheat values to a higher average. It is early days, but given that it comes at a time when we 
have relatively low US stocks and the first La Nina event since 2010 (normally giving dry season 
conditions to North America) we cannot discount the possibility. 
 
It would be great if the Australian Dollar dropped further than the 70cent low we saw two weeks ago, 
but as you can see by the chart below, it just doesn’t look very vulnerable here. The next hurdle will 
be the US election, which could provide some very volatile price action if Donald Trump’s Presidency 
is defeated. However, that would probably cause a relative strengthening of the AUD against the USD. 
However, Pulses tend to be more affected by the relative strength or weakness of the AUD than wheat 
does, especially as wheat is priced in USD, with US futures often moving in a compensatory manner 
when there are big US currency moves. 
 
AUSTRALIAN Dollar – Weekly chart 

 



  
6 

 
 
Prices are almost at the year average price (the top of the blue above above), and just above the 
9year average price. 
 

 
 
The Big Picture: Stepping away from the here and now with regard the current crop, its relatively 
high price and the need for cashflow, we would like to highlight the potential for a period of higher 
world wheat prices over the next 3-4 years. You will note that the last time there was a LaNina event 
(2010), it resulted in a poor winter crop in the US and the Former Soviet Union which in turn set off a 
period of lower world stocks. You’ll notice that in the chart above that the period from 2010 to 2014 
enjoyed price between 600 and 900cents/bushel, versus the past few years of prices ranging from 
400 to 600cents/bushel. The break above 600cents/bushel a week go may be a precursor of a change 
in the price range, though confirmation with a weekly close above that line is needed. In our view 
there is not enough evidence yet to trade off this informtaion, but it is worth considering, especially if 
one was tempted to sell US futures as a hedge…it may not offer the security you seek. 
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Wheat Strategy 
 
New Crop:  Current multigrade values still represent reasonable selling in our view, despite the lower 
than usual basis. The threat to the world wheat price from a five million tonne increase to Russian 
production is enough to put a few more question marks over the sustainability of the current values. 
If we get the NSW crop we expect, basis will likely come under more pressure by harvest as buyers 
will struggle to make export sales fast enough to cover their exposure. 
We continue to recommend selling 30-35% of a conservative crop estimate with a full multigrade 
contract, for those who are confident in their production outlook.  

 
2021/22 crop year: Prices for next season are attractive if one has just a little faith in the La Nina 
forecast with current values between $10 and $320 Track equivalent. It’s a great place to start! 

 
Canola Outlook 
 

USDA oilseed update 
• U.S. oilseed production for 2020/21 is projected at 126.6 million tons, down 1.1 million from 

last month with lower soybean, peanut, and cottonseed production partly offset with higher 

canola and sunflower seed.  

• Soybean production is forecast at 4.3 billion bushels, down 45 million on lower harvested area.  

• US soybean exports are raised 75 million bushels on record early-season sales.  

• With smaller supplies and increased exports, ending stocks are projected at 290 million 

bushels, down 170 million from last month.  

• The 2020/21 foreign oilseed production is lowered 2.6 million tons to 478.9 million mainly on 

lower sunflower seed production for Ukraine, the EU, and Argentina.  

• Ukraine’s sunflower seed output is lowered 2 million tons to 15 million on drought conditions 

during the season and harvest results to date.  

• With lower supplies in the United States and higher foreign use, global ending stocks are 

reduced 4.9 million tons to 88.7 million tons 

• Source: USDA 
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All markets are well above their five-year average, on the chart above. 

 

Given the growing conditions EU rapeseed has faced over the past 12 months, the outlook for 
European rapeseed in the short term is extremely tight. A combination of another poor harvest, lower 
carry in stocks for 2020/21 has led Strategie Grains France to forecast EU stocks to contract by 0.7Mt 
over the season. A greater emphasis will need to be placed on imports this year. 

There will not be the abundance of Ukrainian rapeseed available as we saw last season because 
Ukrainian production is forecast to be at 2.7Mt, down 21% from last year. By 27th September, the EU 
had already imported 967Kt of Ukrainian rapeseed which is about 40% of Ukrainian exportable 
surplus. As the EU imports are forecast at 5.5Mt, it is clear that other origins are becoming more 
important. 

Canadian canola imports have become more important this year and even though recent weather 
conditions in some key Canadian growing regions have curbed yield expectations, a crop of 19.5Mt is 
still expected. This is 5.4% behind last year’s total. As Canada is predominantly GM seed the product 
has some limitations into EU destinations, hence the growing importance of the Australian harvest 
this year. The tightening outlook for Canadian canola has led Statistics Canada to reduce the export 
forecast by 3%, to stand at 9.9Mt (10.2Mt in 2019/20).  

After successive droughts, improved conditions in Australia mean that our canola area increased by 
32% in comparison to 2019 according to ABARE. The 2020 production is expected at 3.4Mt, up from 
2.3Mt last year, and an 8% increase on the 5-year-average. It remains to be seen whether we achieve 
this following the expected shortfalls in WA and Northern Victoria, however, there are certainly some 
high yielding crops in NSW which will help to compensate. 

With this resurgence in production, Australia’s exports are forecast to increase by 42% to 2.4Mt in 
2020/21. The combination of tight supplies in Europe, a smaller crop in the Ukraine gives us a chance 
to win back some of the European market share lost to Canada over the last two seasons. 

The rise in global soybean production is to meet the ever-growing demand from China. This price 
driver will continue to provide support to prices as long as China’s buying behaviour continues. In a 
season of supported demand for the whole oilseed complex, despite coronavirus, and reduced 
rapeseed production in the EU, we see bullish sentiment is set to continue across the whole oilseed 
complex for some time to come. 
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MATIF French Rapeseed Futures Nov20 Weekly data – Looking unsure about going higher in the 

short term 

 

 
ICE Canadian Rapeseed futures – Jan 21 contract - Weekly data 
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DOMESTIC  

The downside risks have subsided from a fundamental perspective, but we see most of that news 
already built into the price. NSW will have a big crop to harvest and most growers intend to use the 
high prices to generate much needed harvest cashflow, meaning heavy selling at harvest. To date it 
has been a near dream run for the NSW crop and as we are very close to being out of the frost window, 
we think it is time to step up the sales program as we head toward harvest in a few short weeks. 
Growers who were waiting for a $600 Port price as a trigger to sell have now seen it and should be 
taking advantage of these levels to go to 30% sold by the end of October. 
 

 
 
 

 
 

 

Canola Strategy 

It has been an outstanding winter cropping season for NSW canola growers, and the planted area will 

be largest we have had since 2016. As frost risk diminishes, we see these values as an opportunity to 

start locking in another tranche of forward sales at these levels. 

 

 

Current 

Month
Last Month MATIF Futures Currency Basis

Feb-21
FEB 21 

AUD/EUR
($AUD/t)

High $608 $597 394.25 0.6175 -$28

Low $589 $583 379.00 0.6032 -$44

Current $603 $592 387.25 0.6101 -$41

Price Analysis Table – Canola Del PKE 

2020/21 Canola  
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Barley Outlook 

INTERNATIONAL 

• This month’s 2020/21 U.S. corn outlook is for lower production, reduced corn used for 

ethanol and feed and residual use, and smaller ending stocks.  

• US Corn production is forecast at 374 Mmt, down 4.5 Mmt with a reduction in harvested 

area and a slight decline in yield to 178.4 bushels per acre.  

• Corn supplies are forecast down sharply from last month, on a smaller crop and lower 

beginning stocks.  

• Corn used for ethanol is down 1.2 Mmt, based on weekly ethanol production data as 

reported by the Energy Information Administration into early October.  

• Projected feed and residual use is also lowered 1.2 Mmt based on a reduced crop and higher 

expected prices.  

• Corn ending stocks for 2020/21 are lowered 8.5 Mmt. The corn price is raised 10 cents to 

$3.60 per bushel.  

• The projected corn yield for Ukraine is lowered based on reported harvest results to date.  

• Foreign corn ending stocks are higher, mostly reflecting increases for Mexico, the EU, and 

Canada.  

• Global corn ending stocks, at 300.5 million tons, are down 6.3 million from last month 

 

 

The latest USDA Report was expected to be very bullish corn due to the move in futures over the past 

4 weeks. While it was mildly positive it did not truly reflect the market given the chart moves and the 

continued massive Chinese buying that the trade has seen over that time. The only reported supply 

issue of note was a lowering of expected harvested acres to 82.5 from 83.5 mln. The trade were 

expecting more of a yield penalty given a reasonably tough finish but yields were kept almost the same 

at 178.4 bu/ac. 

Beginning stocks were lowered by 6.5 Mmt and with production back by 4.5 Mmt. This pulled total 

supply lower by 11 Mmt. Counteracting this somewhat the USDA lowered domestic demand by 

Corn 2018/19 2019/20 Est 2020/21 Proj 2020/21 Proj

39.36  Sep Oct

 Metric tonne

Area Planted (mil. acres) 88.9 89.7 92 92.0*

Area Harvested (mil.acres) 81.3 81.3 83.5 82.5

Yield (bushels/acre) 176.4 167.4 178.5 178.4

Beginning Stocks 54.370 56.428 57.241 50.686

Production 364.329 345.960 378.557 374.035

Imports 0.711 1.067 0.635 0.635

Supply Total 419.436 403.532 436.433 425.356

Feed & Residual 137.957 148.044 147.993 146.723

Food, Seed & Industrial 172.586 159.604 165.777 164.507

Ethanol & by-products 136.636 123.272 129.573 128.303

Domestic Demand Total 310.544 307.647 313.770 311.230

Exports 52.464 45.173 59.070 59.070

Use, Total 363.008 352.820 372.840 370.300

Ending Stocks 56.428 50.686 63.592 55.056

Avg.Farm Price ($/bu) $3.61 $3.60 $3.50 $3.50
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2.5Mmt which was a surprise given the opening up of the US economy, and a return to more normal 

consumptive habits.  

Overall ending stocks were lowered by 8.5 Mmt which, while significant, should be a lot higher given 

we are looking at huge under reporting of Chinese exports and lower yield numbers.   

US Chicago Corn Futures Dec – Weekly data 

 

The rally in the corn market over the last 4 weeks has been nothing short of spectacular, especially 

given we are now 25% harvested and annually around the seasonal lows. At the same time the Chinese 

have slowed their buying somewhat over the past week. The amount of corn the Chinese have on the 

books is approaching 12 Mmt of US and at least 2 Mmt of Ukraine origin. Total Chinese demand is now 

rumoured to be around the 23 Mmt mark. If this is to happen, they will need to buy around 7 cargoes 

of corn a week from the US, every week, till next September. 

Dalian (Chinese) Corn futures reach new highs in October. 
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Chinese corn futures have gapped higher again and are now well into uncharted territory. While they 

are saying that they are not running out of feed grain, the market would be telling us something 

different. Corn harvest is underway in China and there is some evidence that the crop is not in a good 

way. US corn, even with its move higher is still very cheap compared to the domestic values in China. 

If this continues then the result will be 25-30 Mmt of imports this year. 

In summary, the world feed complex remains as tight as it has been for several years. Chinese demand 

coupled with a lower than expected northern hemisphere supply has been beneficial to price. If the 

Black Sea remains dry moving forward next year’s supply situation will again be tight. Australian barley 

is in a good position to grow market share as we have seen with Australian barley getting a decent 

percentage of the last Saudi Arabian barley tender. 

DOMESTIC   

 

 

The last month has presented some sales opportunities for barley but values would appear to have 

peaked as harvest gets underway in Qld and Northern NSW. The export sales to the Middle East and 

the tightness of old crop barley stocks have kept the market reasonably buoyant. The spread between 

values compared to 2016 has been maintained at around the $50.00/mt mark which is encouraging. 

The Qld market remains well bid and is showing a $28-$25.00/mt premium over the rest of the East 

Coast. Demand remains high in Queensland with no significant rain over most of the State for 

September. Cattle on feed numbers are starting to soften a touch as replacement cattle remain very 

expensive. Demand for barley may tail off if this continues as feeder margins become too tight. 
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Barley Strategy 

Barley values remain just above the seasonal lows. As harvest gets underway it will be interesting to 
see if we drop back to the lower end of the value as volume hits the market. Sales opportunities are 
probably still there for the next week or 2 before the main harvest gets underway in Central NSW. 
 
The deferred market on the Darling Downs remains well bid at around the $250 for January and this 
looks good in context to 2016 when we were also seeing a big crop in NSW. Demand should remain in 
place with a big export program starting and continued dry weather in Qld.  Sell for cash flow now, 
and then hold a portion into next year is still the strategy at this stage. 
 

 

 

 

 

Current Month Last Month

Brisbane Newcastle Port Kembla Victoria Port Range

High $261 $238 $234 $232 261-232

Low $249 $223 $220 $218 249-218

Current $257 $231 $230 $228

2020/21 BAR1

Price Analysis Table – Barley 
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Sorghum Outlook 

INTERNATIONAL 

The USDA have swung sorghum production back up in the latest report. Both acres planted and yields 

have been increased slightly from last month with overall production up 13 million bushels 

(350,000mt). Surprisingly as with the corn report, exports are fixed at 260 million bushels (7 Mmt) 

even though it appears that there is at least 8 Mmt sold. 

 

  

 

 

Free on-Board prices for U.S. sorghum at both Texas and New Orleans ports have increased by roughly 

$30 US per tonne over the past few weeks and this in turn has lifted Aussie values by around 

$45.00/mt. Once again, the competition between corn and sorghum at export ports in the US is the 

main driver of price. There has been a couple of hurricanes in the gulf that is also playing havoc with 

the export program. 

 

DOMESTIC 

The sorghum market has strengthened considerably over the past few weeks as the combination of 

dry weather and increased demand are making it harder for the trade to get the Grower to sell 

forward. The fact that we have not seen any significant rain in Qld over the past month is getting the 

main exporters nervous regarding volume for early shipment in the new year. There is still plenty of 

time, and at these levels you would expect the plant to push the window right out to Christmas. 

SORGHUM 2018/19 2019/20 Est 2020/21 Proj 2020/21 Proj

 Sep Oct

Million Bushels

Area Planted (mil. acres) 5.7 5.3 5.6 5.8

Area Harvested (mil.acres) 5.1 4.7 4.8 5

Yield (bushels/acre) 72.1 73 73.9 74.1

Beginning Stocks 35 64 35 29

Production 365 341 358 371

Imports 0 0 0 0

Supply Total 400 405 393 400

Feed & Residual 138 97 70 70

Food, Seed & Industrial 106 75 40 40

Domestic Demand Total 244 172 110 110

Exports 93 204 260 260

Use, Total 336 376 370 370

Ending Stocks 64 29 23 30

Avg.Farm Price ($/bu) $3.26 $3.34 $3.50 $3.60

US FOB Gulf Aussie dollar Brisbane Track M/A FOB Cost Aussie Dollar Value Basis

Month Price

Oct-20 $282.27 0.7224 $340.00 $40.00 274.512 7.758

Nov-20 $282.27 0.7224 $340.00 $40.00 274.512 7.758

Dec-20 $285.32 0.7224 $340.00 $40.00 274.512 10.808
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As you can see from the chart the move has been quite spectacular and continues the excellent run 
sorghum has had over the past 12 months. 2020 has been an amazing year for sorghum with old crop 
values touching $500.00/mt in Brisbane back in May, before falling back down to low $300’s. Now the 
new crop has started around the $300.00/mt mark and is heading north on the back of huge export 
demand from China. 
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The BOM is still forecasting a wet three months, however, Northern NSW and the Downs are not 
expected to get the best of the falls at this stage. If the rain does not materialise, we would expect 
sorghum values to continue the trend upwards. 
 
 
 

 
 

 

Sorghum Strategy 

Sorghum values continue to hit new highs and are now sitting at the top of the seasonal range. 

Without a decent break it has been difficult to get Growers to engage, however, we have seen some 

sales and would encourage Growers to start a program at current levels. 

The risk of the Chinese pulling out of the market is also pertinent at present and sales should be made 

with reputable companies who have short payment terms. 

 

 

 

 

 

 

 

 

 



  
18 

Chickpea Outlook  
  
It has been a good month for Chickpea values with the early September premiums spilling over into 
the October market. The forward spreads are also looking good with buying demand for December 
/January delivery now showing some good numbers. The main catalyst for the prices lift is the rumour 
that India may be reviewing its tariff situation in regards chickpeas. 
 

 
 
As we have stated before, India are the main driver of value in the chickpea trade, but they have been 
absent from our market since 2018. The imposition of tariffs was a direct result of an over supplied 
market following the big 2016 crop in Australia. This left India Growers out of the market and lower 
domestic prices. Since then the Indian crop has been able to supply the local market and they have 
not had to rely on imported grain. The imposition of a Minimum Price Scheme in India has also added 
to the attractiveness of growing chickpeas.   
 
COVID-19 initially dampened demand for Chickpeas in India, especially in the restaurant and 
hospitality sector which is a big part of the economy that relies on people eating out in cafes and street 
vendors. The Indian Government has also started to secure reserve stocks of domestic chickpeas as 
an insurance policy against further lockdown measures that make it hard for the population to source 
food. They have then been redistributing the stocks to the country’s poor through a food aid program. 
 
This month the Indian Government has started to lift restrictions in some provinces where COVID is 
not as bad and this has coincided with the start of their festival season. This has created a huge surge 
in demand for chickpeas.  
 
The numbers quoted at present are 10 million mt production, 8 million mt of demand, but only around 
6.6 million mt of supply. Government purchases are 2.1 million mt and other buyers (who don’t usually 
buy chana such as yellow pea/Kabuli buyers) taking another 1.5 million mt from the market. 
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In India the new crop is not harvested until Feb/Mar 2021 and this means that imports may need to  
be re-introduced if the market continues along its current trajectory. Hence the talk is that they could  
cut the import duty, and this is leading to a surge in values here in Australia. 
 
 

  
 
The market has now disengaged from the Dollar over the past month and even though the Dollar has 
appreciated, the underlying market has also lifted. This means Buyers are becoming more in-elastic 
on price and looking to cover demand at higher prices. It appears many are taking a long position in 
the hope that India do reduce tariffs in the near future. 
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Prices have now moved up towards the long-term average and into the top half of the current range 
for the season. Harvest is finishing up in Central Queensland and we have seen at least two bulk 
cargoes booked on the stem in Mackay. This has lifted demand for October peas as competition has 
lifted between delivered container packers and the bulk business. 
 
Crop conditions in Northern NSW have benefited from rain in late September and the crop has 
certainly improved over the past month. Production numbers are unchanged from last month with 
around 700,000mt predicted. Overall demand is still limited to Bangladesh/ Pakistan, however, the 
rumours relating to India (if they come to fruition) could be a game changer in regards the supply and 
demand equation. 
 

 
Chickpea Strategy 
 
Last month we stated that it would take one of two things to move the market up given the last two 
years of low demand. One of those was the reintroduction of India into the market, and the other was 
a weather event that threatens the crop. Well, we got the first one allbeit as a rumour only. This was 
enough to drive value and we are seeing some better values well into the harvest slot. Grower 
engagement is light which is also helping to keep prices firm. 
 
For those Growers in Northern NSW who have not made a start on selling peas and are looking at 
good yields, some sales at this point are warrented. For those who have already sold forward it may 
be well worth getting closer to harvest to see how production looks over the next two weeks.  
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Cotton Outlook 

• The 2020/21 U.S. cotton supply and demand estimates show marginally lower production 
compared with last month.  

• Production is lowered less than 1 percent, to 17.0 million bales.  

• Domestic mill use, exports, and ending stocks are unchanged.  

• At 7.2 million bales, U.S. ending stocks in 2020/21 are projected at 42 percent of use, 
compared with 41 percent in 2019/20.  

• The 2020/21 season-average price for upland cotton is forecast at 61.0 cents per pound, 2 
cents higher than last month and slightly above the final 2019/20 price of 59.6 cents.  

• The 2020/21 world cotton supply and demand forecasts feature lower production, higher 
consumption and trade, and lower ending stocks compared with last month.  

• Production is lowered more than 900,000 bales. 

• Consumption is 1.5 million bales higher, largely reflecting revisions for China and India.  

• World trade is projected about 500,000 bales higher this month, reflecting a 500,000-bale 
increase in China’s projected imports, and on the export side, higher exports by Brazil and 
Uzbekistan offsetting a decline for Mali.  

• World ending stocks in 2020/21 are now projected 2.7 million bales lower than in September, 
at 101.1 million bales, equivalent to 89 percent of consumption. 
 

Source: USDA 

US futures May2021 Weekly chart  

 
 

Cotton Strategy 
There is very little change to the world cotton balance sheet. When carryover stocks amount to 89% 
of the world’s annual consumption, it is safe to say that the market is not construed by the volume of 
supply. Despite this, both the world price of cotton and the domestic price remain surprisingly well 
supported. Domestic basis is still at a very healthy 750 to 800 points premium over the US cotton price 
which makes it a reasonably attractive bid, of course subject to water etc. 
The 2020 cottonseed market is trading around $550/t ex Moree, whilst new crop is down as low as 
just $315/t ex-gin Moree. The 2021 price seems cheap to us, and we would therefore recommend 
selling the lint and holding off on the ginning for now. 
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Summary 

We are finally at the business end of the season, with a big crop in Eastern Australia just starting to be 
harvested. Through the course of the season, starting way back in March with the onset of coronavirus 
and the subsequent collapse of the Australian Dollar, we have highlighted the opportunities for 
forward selling some of the crop to capture some of these values. 
 
It is always difficult to generalize when our clients have such a broad geographic spread, and no doubt 
some of those in Central Queensland and along the NSW / QLD border regions are sick of reading 
about big crops and big yields, but know that we are very careful to advise each grower based on their 
own circumstances, with the knowledge of the whole cropping belt. 
 
This year we have been very fortunate that for much of NSW we have enjoying a great season and a 
relatively stable price environment which has managed to avoid many of the price risks one would 
usually expect from an export focused trading environment. As we have highlighted here, there is 
much to like about the current price structure, starting with Canola but both Wheat, Chickpeas and 
Faba Beans all have some upside potential in the coming months. Even Barley has found a few friends 
and has not fallen apart like some pundits predicted. 
 
The point we make is that forward selling is a risk management strategy when it is accompanied by a 
proper understanding of crop health and potential yields. Once we get through harvest, the crop is 
captured and stored and cashflow needs are met, then we will have the luxury of working on the post-
harvest sales strategies to capture the greatest value for the balance of crop.  
 
In our next November Edition we will cover Pool options and we will have a better handle on crop 
quality and how the Northern Hemisphere is developing into the Winter. 
 
As always, please do not hesitate to call us to discuss any ideas or questions you may have, and we all 
look forward to a successful business end of the season. 
 
With regards, 

Mick and the Delta Grain Team. 
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