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U.S. wheat producers entered the second quarter of the marketing year (September 
through November) holding just under 30 percent of total U.S. wheat stocks.   This is a slightly 
higher percentage than last year, but less than the five year average (Figure 1).    

 The September 1 stocks number implies that almost 38 percent of the total 2013/14 U.S. 
wheat supply was consumed in the first quarter.  This is well above each of the previous 4 years 
(Figure 2), and even exceeds the aggressive first quarter pace of 2008. 

Producers began the marketing year (June 1) holding a larger percentage of total stocks 
compared to each of the last two years and the five year average.  Going from above average 
farmer holdings (relative to total stocks) to below average over the course of the first quarter 
suggests farmers were more aggressive in making sales through the harvest season this year 
compared to previous years.   

Total wheat disappearance June through September exceeded that of the previous year by 
10 percent.  This year over year increase is largely explained by export activity (Figure 3), and 
comes despite total U.S. wheat supplies being 5 percent below last year, and slightly less than the 
2011/12 supply. 

The most recent USDA estimate forecasts an 8.5 percent increase in total wheat exports 
relative to last year.  However, first quarter exports this year exceeded last year’s pace by over 
28 percent.   

Increased export expectations are offset by a forecast for decreased domestic wheat 
consumption. USDA projects a modest increase in domestic food use of wheat, but this is more 
than offset by a 28 percent reduction in wheat feeding.  According to their September estimates 
(October estimates were suspended due to the federal government shutdown), total domestic use 
of wheat for 2013/14 is expected to lag last year by 98 million bushels, or about 7 percent. 

The result is a total use estimate for 2013/14 (domestic consumption plus exports) that is 
about equal with last year’s total wheat consumption.  Given that exports through the first month 
of the second quarter (September) have continued to outpace last year’s levels, the total 2013/14 
use level may be underestimated. 

Over the previous 4 years, about 43 percent of the total wheat supply was consumed 
through the end of the second quarter (December 1). If USDA has estimated total U.S. wheat 
supply accurately, then based on the aggressive pace of first quarter disappearance this year we 



will likely consume over half of the total supply by December 1.   This is consistent with the 
incentive signals being sent though the futures market. 

Futures prices for wheat are offering little reward for storage past December (soft red 
wheat futures for March and May delivery do not exceed December delivery prices by the cost of 
storage, and for hard red winter wheat deferred futures are actually lower than prices for earlier 
delivery).  This means grain merchants face an increased incentive to move grain to the market 
rather than holding inventory and hoping to earn profits from storage, and may contribute to a 
more aggressive second quarter disappearance compared to previous years.    

Given that total consumption first quarter this year exceeded last year despite September 
projections of lower overall use, it seems likely USDA has underestimated total wheat 
consumption for this year.  Exports are currently on pace to exceed last year by more than the 
projected 8.5 percent.  Export activity through September suggests that, like the first quarter, 
second quarter exports will also exceed last year’s levels.   

The aggressive pace of wheat disappearance through the first four months of the 
marketing year implies we might see substantial changes to the overall wheat balance sheet in 
the November 8 USDA World Agricultural Supply Demand Estimates.  If USDA stays with their 
earlier demand estimates we would need to see a dramatic drop in quarterly consumption rates 
over the remainder of the year for those expectations to be met. 

The market may already be pricing a tighter balance sheet compared to USDA’s 
September estimate.  Soft red wheat futures for December delivery have experienced a steady 
uptrend since bottoming out on September 5.  Through October 19 the market added over 65 
cents per bushel to the December price, and closed above $7 per bushel for the first time since 
June 24. 

In Washington wheat producers entered the second quarter holding 16.5 million bushels 
of wheat, a significant increase over the 14 million they held on September 1, 2012.  Their 
holdings represented less than 12 percent of the total Washington wheat supply.  This is about 
the same percentage they held a year ago.   

Total Washington wheat stocks on September 1 represented about 98 percent of the 144.2 
million bushels produced in 2013.  This is well above the percentage held the previous two years.  
On September 1, 2011 Washington wheat stocks were less than 97 percent of total production, 
and in 2012 were 94 percent.   

Unlike total U.S. wheat exports, white wheat exports out of the PNW are lagging last 
year’s pace (Figure 4).  Through September they were about 20 percent less than last year. This 
is consistent with USDA’s forecast for a year over year reduction in white wheat exports of close 
to 14 percent. 



The lower white wheat export projection relative to year ago levels is offset by a lower 
2013 production estimate, resulting in a 19 percent reduction in 2013/14 ending stocks compared 
to last year.  While this is generally price positive, we are not likely to see PNW cash prices over 
the next couple of months challenge the price levels experienced a year ago.  
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Figure 2. 
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Figure 3. 
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Figure 4. 
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