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Market Commentary 

The corn and soybean markets basically traded sideways for the majority of February and then slid to close out the month.  
The ming of the break seemed a bit strange as the news out of South America seemed to get worse by the day.  While most 
of Brazil has been treated well for their summer growing season, Argen na is nothing short of a disaster.  Not only has precipi-
ta on been running about 50% of normal for the growing season, temperatures have been well above normal on a regular 
basis. 

While the base case for soybeans had been for world stocks to increase year over year, that is no longer the case.  With the 
disaster in Argen na, it now appears that the major exporter supply of soybeans will be lower than year ago at the end of the 
crop year in September.  While the ghter overall supply will support soybean prices, the biggest impact will be felt in soybean 
meal.  Argen na is the largest exporter of soybean meal and soybean oil.  While there are many compe ng vegetable oils, soy-
bean meal has few subs tutes.  The ghter supplies of meal will also lead to increased crushing in the US and Brazil, but that 
will not be enough to sa sfy overall demand.  Crush can also be increased at des na on.  At this me, it appears that the only 
solu on to the meal shortage is to ra on demand which will require elevated prices of meal for the next year or more.   

The corn market is trading a strange dichotomy right now.  US export demand has been sluggish which is keeping the market 
from moving higher.  In contrast, worldwide produc on has been shrinking due to the drought in Argen na.  Like soybeans, 
the worldwide ending stocks held by major exporters will shrink year over year.  One main risk for corn is that the main corn 
crop in Brazil is just now being planted.  With the majority of produc on risk s ll in front of us, it will be hard to break corn 
meaningfully from these levels.  In addi on to the risks of growing the Brazilian crop, these price levels have finally brought 
out some demand.  The program will be an accumulator of corn on dips un l more is known about Brazil and US growing 
weather as we transi on into the late spring. 

Not much has changed on the ca le front since the last update.  Total female slaughter con nues at elevated levels which 
points to ongoing liquida on of the herd.  Cash ca le should remain elevated through the spring months.  With larger produc-

on coming in the summer, prices are expected to ease back before surging again as we move into late fall and winter.  The 
bo om line is that the surge in beef prices is really just star ng.  The most bullish shorter-term event would be for the South-
ern Plains to receive steady rains to support the pasture condi ons.  Be er pasture condi ons would lead to reten on of heif-
ers for cow replacement.  That reten on would further ghten the availability of feeder ca le to go into the feed yards.  With 
or without heifer reten on, the outlook for higher prices will con nue for at least the next two years. 

 

 
 
Sincerely, 

 
 
 

Stephen Davis 
March 6, 2023 

The informa on contained herein has been taken from trade and sta s cal services and other sources we believe are reliable. Opinions expressed reflect judgments at this date 
and are subject to change without no ce. Davis Commodi es, LLC does not guarantee that such informa on is accurate or complete and it should not be relied upon as such. 
There is risk of loss in trading futures and op ons and it is not suitable for all investors. PAST RESULTS ARE NOT NECESSARILY INDICATIVE OF FUTURE RETURNS. This document 
contains only commentary on economic, poli cal, or market condi ons and is not intended to be the basis for a decision to enter into any deriva ves transac on. The contents 
of this commentary are for informa onal purposes only and under no circumstances should they be construed as an offer to sell or a solicita on to buy or sell any futures or 
op ons contract. This material cannot be copied, reproduced, modified, or redistributed without the wri en consent of Davis Commodi es, LLC. No one has been authorized to 
distribute this for sale.  


