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December 2023 
Market Commentary 

The month of December was marked by declines in both corn and soybeans as a more conducive weather pa ern moved into 
the drier areas of Northern Brazil.  With the more normal precipita on in N Brazil, Argen na and S Brazil con nue to look like a 
garden.  Even with a reduced crop in N Brazil, South America is s ll looking at record produc on of soybeans.   

The soybean market con nues to decline in price with the stabiliza on of the crop in Brazil and the likelihood that the crops 
get bigger in neighboring countries.  As a sum, it appears that South American produc on should increase to a record level of 
~220 million metric tonnes (mmt).  As the increased produc on gets processed through the balance sheet, USDA has an in-
crease in world ending stocks in excess of 12mmt.  Where it gets really interes ng is that USDA is es ma ng crush usage to 
increase by over 5% during this crop year.  While not unprecedented to see that big of an increase, it is certainly on the large 
side.  Our analysis would indicate that USDA is op mis c on their usage of soybeans for the crop year, thus there will be even 
more supply available.  With a con nua on of the weather in South America, prices should con nue to fall as the record sup-
ply will overwhelm ongoing demand. 

The corn market has also con nued to fall as a large US and world supply weigh on prices globally.  US ending stocks are rising 
by ~800 million bushels (mb) year over year while world ending stocks are up ~15mmt.  The big ques on facing the corn mar-
ket over the next 45 days is; how much corn area will Brazil plant?  While area could contract slightly year over year, the yield 
will be the major determining factor for crop size.  With a sharp increase in produc on in Argen na, up 21mmt from last year, 
there is quite a bit of wiggle room for a slightly smaller Brazilian crop.  Over me, the weight of the amply-supplied US and 
world markets should allow for the price of corn to con nue to relax. 

Following the sharp contrac on in prices for both live and feeder ca le in October-November, prices have stabilized and start-
ed to move slightly higher.  While supplies of live ca le con nue to be large on the front end of the curve, the s ll-shrinking 
feeder ca le supply should start to support the back end of the market.  With the structure of supplies in mind, long posi ons 
have been ini ated in the October contract.  In addi on, a long posi on exists in the March feeder ca le.  As ca le feeders 
look to replace exis ng inventory of ca le on feed, the shrinking availability of feeder ca le should underpin prices and could 
move sharply higher throughout the year.  Absent a massive recession, the prices for both appear to be well below fair-value.  
The ongoing supply driven bull-market should persist for at least the next 18 months. 
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Stephen Davis 
January 8, 2024 

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.  


