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MARKETS

BY ED WHITE
WINNIPEG BUREAU

The grain market outlook isn’t 
any less grim this year than last 
year.

That’s the unfortunate message 
analysts will be presenting at the 
Cereals North America conference 
in Winnipeg Nov. 2-4, according to 
Pedro Dejneka, the managing part-
ner of AGR Brasil.

“It’s the new old world. We’re back 
to where we were pre-ethanol,” said 
Dejneka, who will present a Brazil-
ian and South American outlook.

“We have a period of depressed 
prices unless someone cuts pro-
duction aggressively.”

Dejneka said the world would 
need “two really bad, back-to-back 
crops, 2012-like in both hemi-
spheres,” to return to sustainable 
prices of more than US$10 per 
bushel for soybeans and more than 
$4 per bu. for corn. 

That’s not likely to occur, so some 
farmers somewhere will need to 
reduce acreage to make up for 
recent hefty production expan-
sions around the globe.

Right now it looks most likely to 
happen in the United States, where 
crop profitability is  weakest, 
Dejneka said.

Crop prices are low and profits 
have disappeared for U.S. farmers. 
There’s not much incentive to 
boost production.

However, Dejneka said the oppo-
site is true elsewhere. Brazilian, 
Russian and Ukrainian farmers 
have all been making money in 

GLOBAL GRAIN MARKETS  

Currency devaluations cause oversupply

Visit  www.producer.com 
for live updates from the 
Cereals in North America 
conference Nov. 2-4.

BY SEAN PRATT
SASKATOON NEWSROOM

MINNEAPOLIS, Minn. — The new 
third set of locks on the Panama 
Canal will dramatically change 
grain trade flow, say logistics 
experts.

“We’re getting very close to being 
done with the canal. It should be 
operational by April,” said Scott 
Sigman, transport and export 
infrastructure lead with the Illinois 
Soybean Association.

The locks will be able to accom-
modate longer, wider and deeper 
ships, the so-called post-Panamax 
vessels.

New channels have been built 
and existing channels have been 
widened and deepened.

Sigman said the new locks will 
lure more U.S. grain and oilseed 
traffic through the Gulf of Mexico.

The gulf typically handles 25 mil-
lion tonnes of soybeans a year com-
pared to 10 million tonnes through 
ports in the Pacific Northwest.

The project is also expected to 
expand the drawing area of the 
inland waterway system that feeds 
the Gulf ports.

The current drawing area is 113 
kilometres on either side of the 
Mississippi, Missouri and Ohio riv-
ers, which encompasses 26.7 mil-
lion acres of soybeans. The reach 
will expand to 179 km and 37.9 mil-
lion acres when the canal opens in 
April.

Dredging the gulf entrance would 
expand the drawing area even far-

ther. Silt flowing down the Missis-
sippi River settles where it meets 
the gulf, which limits the loading 
depth for ships to 13.72 metres, 
compared to 15.24 metres in ports 
in Brazil and Argentina.

“If  we had those extra (1.52 
metres) we could load another 
10,000 to 11,000 tonnes into those 
ships,” Sigman told the recent Oil-
seed & Grain Trade Summit.

That would expand the drawing 
area for the inland waterway sys-
tem to 259 km, or 49.6 million acres 

of soybeans, and include a lot of the 
shuttle elevators that have been 
built to ship grain and oilseeds by 
rail to the Pacific Northwest.

Sigman said the $8.4 billion 
expansion of the Suez Canal, which 
opened in August, is a major proj-
ect that hasn’t received nearly as 
much attention.

“ The Egyptian government 
wanted to demonstrate that they 
are on the ball, that it is not a gov-

OILSEED & GRAIN TRADE SUMMIT

New Panama Canal locks able to handle mega vessels

CONTINUED ON NEXT PAGE »

Brazil’s farmers are seeding more soybeans, putting them on the path to another record large harvest. 
In South America and elsewhere, weak currencies are lifting local grain prices even as Chicago futures 
prices, denominated in U.S. dollars, are falling.  |  REUTERS PHOTO

recent months, even as Chicago 
futures have fallen, because their 
national currencies have slumped.

Brazilian farmers are now making 
more than they did at the peak of 
the U.S. Midwest drought rally in 
2012, at least in terms of their local 
currency, the real.

The same situation has applied to 
Black Sea exporters, who are mak-
ing good profits even while their 
national economies are in trouble 
and most people are feeling poorer.

That’s not the kind of situation 
that convinces farmers to stop 
boosting production.

“We’re in the midst of a supply 
war,” said Dejneka, who will be one 

of more than a dozen analysts at 
Cereals North America.

“They’re going to plant. They’re 
going to plant more.”

For example, Dejneka is project-
ing a 4.5 to five percent increase in 
soybean acreage in Brazil this year 
with production likely increasing 
to 100.5 million tonnes. The coun-
try produced 96.2 million tonnes 
last year.

His range for Brazilian produc-
tion is 94 to more than 103 tonnes of 
soybeans, depending on weather, 
with South America likely produc-
ing 172 to 181 million tonnes.

That follows last year’s South 
American production of 171 mil-

lion tonnes and the previous year’s 
154 million tonnes.

For North American farmers, this 
means no end to the pressure on 
their margins, although Canadian 
farmers are better off than U.S. 
farmers because the loonie has 
fallen, cushioning the decline in 
futures.

Dejneka believes the impact of 
currency fluctuations will be an 
overarching theme that will domi-
nate Cereals North America .

Farmers will base their plans on 
the relative profitability that U.S. 
dollar denominated crop prices 
will bring them in their local mar-
kets and currencies.

Source: Barcharts.com  |  WP GRAPHIC

The U.S. dollar rallied strongly 
against most currencies in late 
2014 and early this year. The U.S. 
dollar index, a measure of  the 
strength of the buck relative to a 
basket of major world currencies, 
remains strong as many in the 
trade expect the U.S. Federal 
Reserve will raise its interest rate 
by the end of the year. Weak 
currencies in South America 
make soybean production highly 
profitable, even as Chicago 
soybean futures have fallen.
U.S. dollar index 
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Cereals North America is a major 
grains market outlook conference 
held every fall in Winnipeg. It is put 
together by the market analysts at 
G3 and the U.S. analytical firm 
AgResource.
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Brazil, Russia and 
Ukraine are reaping 
profits because of a drop 
in currency, encouraging 
them to increase output
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