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October 2021 Monthly Commentary

In the month of October, US corn and soybean production ideas continued to move higher, export ideas continued to
push lower, and prices initially shifted lower in response. However, futures rebounded with a fury late in the month
on macro/inflationary buying and a slow end to the harvest that reduced farmer selling and gave some farmers and
traders a hope for an extended post-harvest rally.

It is frustrating to be right about these fundamentals and getting some confirmation from USDA, only to have prices
shake those fundamentals off and move higher. I fully understand the macro/inflationary inputs, but I have found
over the years these inputs tend to simply raise or lower the ultimate levels of support or resistance and ag
fundamentals matter more in the end. Take this year for example. Despite all the press about ag/food inflation — at
current prices (even with higher input prices) US farmers have incentive to increase supplies not only this year but
again into next year. At the same time, export demand is being curtailed at these prices.

US corn and soybean exports have slowed significantly over the past few weeks and I look for that to continue. I
think USDA is 2-300 million bushels too high on their soybean export projection and ~100 million too high on their
corn export projection. High prices and larger soy stocks in South America have really shrunk the window of
competitiveness for soybeans. At the same time, higher corn prices have taken the wind out of the sails in terms of
import margin for Chinese corn importers. Soybean shipments are reasonably strong, but South American basis
levels are cratering even for Nov/Dec shipment now. It does not look favorable.

US domestic demand is stronger than export demand for both corn and soybeans. Soybean processors were able to
lock in some meal sales early for OND shipment, and that combined with a slow ramp up in crush rates has
tightened the domestic meal pipeline considerably. Crush margins are extremely high now though, and I expect
record crush November forward. The meal pipeline will not get solved overnight, but the lack of new meal export
demand combined with record production should more than offset somewhat better domestic demand for meal (on
lysine and canola meal supply limitations). Similarly, corn grind for ethanol is very strong as can be expected given
high energy prices. This increase in ethanol use should mostly offset the decline in exports, suggesting a corn
carryout near USDA expectations. Soybeans — on the other hand — are likely to only see a modest increase in
soybean crush relative to the massive loss in exports, likely increasing carryout to the 550-600 mln bushel range (vs.
USDA at 320 mln).

The bottom line is that bear markets can and will rally, sometimes more than expected, especially when technicals/
macros/bullish farmer/post-harvest all occur at the same time. My plan will be to keep positions small but lean
short. 1 see more downside than upside to corn and soybean prices at current levels. Wheat is a different story as
world fundamentals are tightening, but prices have already made a significant move reflecting that tightness.

Regards,

Niv.

Mark Ditsch
November 3, 2021

The information contained herein has been taken from trade and statistical services and other sources we believe are reliable. Opinions expressed reflect judgments at this date and are subject to change
without notice. Ditsch Trading, LLC does not guarantee that such information is accurate or complete and it should not be relied upon as such. There is risk of loss in trading futures and options and it is not
suitable for all investors. PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RETURNS. This document contains only commentary on economic, political, or market conditions and is not intended
to be the basis for a decision to enter into any derivatives transaction. The contents of this commentary are for informational purposes only and under no circumstances should they be construed as an
offer to sell or a solicitation to buy or sell any futures or options contract. This material cannot be copied, reproduced, modified, or redistributed without the written consent of Ditsch Trading, LLC. No one
has been authorized to distribute this for sale.

9047 Poplar Avenue, Suite 101 newaccounts@ditschtrading.com T: 901-766-4446
Germantown, TN 38138 ditschtrading.com F: 901-766-4406



