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Wheat Market Outlook and Price Report: February 27, 2017 
By Marlene Boersch/ A.P. Temple 
Mercantile Consulting Venture Inc. 

 
 
 
i) Background and Rationale for the Report 
 
The following wheat market outlook and price report will be published on a weekly basis on the Sask 
Wheat Website. The report provides producers with an overview of world wheat markets, a market 
forecast, and benchmark prices at both the primary elevator and export positions (FOB Vancouver or 
elsewhere). 
 
The report is made up of several sections. Following this section, a World Wheat overview is provided, 
which includes a summary of wheat market fundamentals, world production and trade, and a wheat market 
outlook. This is followed by several price tables, which include primary elevator bids at various 
Saskatchewan locations (Table 1), grain spreads (Table 2), and FOB port prices and basis (as measured 
by subtracting the primary elevator price (Rosetown) from the relevant port location price for individual 
crops) (Table 3).  Table 3 is preceded by a description of the various assumptions, definitions and 
methodology used in arriving at the FOB port prices and in the export basis calculation.   
 
 
 
ii) Wheat Market Outlook February 27, 2017 
 
 
2016/’17 Canadian Wheat Overview:  
 
 

 Major Canadian Wheat Importers, 2013 – 2016: 
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Global wheat and trade:  
Below is a brief synopsis on this week’s market events in the major wheat origins. 

 
Canadian wheat: 

o In Canada, AAFC (Agriculture and Agri-Food Canada) lowered its total all wheat acreage 
projection for 2017/18 to 9.15 million ha (18.7 mln acres) with a crop of 28.6 million mt 
against 31.7 million mt this ongoing crop year. However, on a global scale, this news this 
was somewhat offset by Argentina, which stole the headlines as their Agriculture Ministry 
raised its crop from 16.5 million mt to 18.3 million mt against USDA's estimate of 15 million 
mt. 
 

                            AAFC Wheat Supply and Disposition, Feb. 17/17  

 
 

o Canadian wheat exports during shipping week 29 were quite modest again. They 
amounted to 94k mt for the week and to 7.3 million mt year-to-date. This is 20% or 1.9 
million mt lower than last year-to-date.  

o Durum exports during week 28 amounted to 28k mt and 2.3 million mt year-to-date. This 
is 16% or 457k mt lower than last year-to-date.  
US wheat:   

o Weekly data from the Export Sales report showed old crop sales at 451,326 mt and new 
crop bookings of 256,500 mt. This left total net sales 20.2% higher than last week and 
45.6% above the same week a year ago. Weekly exports also saw a boost, up 61.7% 
wk/wk at 629,023 mt.  

o In the USDA supply and demand table released Friday, wheat saw a decrease in yield 
for the 2017/18 marketing year (MY) of 5.5 bu/acre, to 47.1 bu/acre. Ending stocks are 
projected to decrease to 905 million bushels, causing the stocks/use ratio to be a 
projected 41.3% by the end of the MY. 

o US Agriculture outlook conference: Initial estimates: All wheat planted area is seen at 
46.0 million acres by USDA vs 50.154 million last year and the baseline balance sheet 
putting this year’s acreage at 48.5 million.  Average market expectations were 46.852 
million (45.6-50.0 million range). Combined corn, soybean, wheat and cotton acres are 
estimated at 235.5 million acres vs 237.7 million last year, while combined market 
estimates ahead of the conference showed total acreage ideas at 236.6 million acres. – 
Importantly, due to relatively stronger values of soybeans this winter, winter wheat acres 
in the US have already fallen by ~ 3.2 million acres from last year, and –even more 
important for Canada – spring wheat acres could be down by a million acres as well! 

o USDA is expecting a 50 million mt wheat crop this year. This would be the smallest 
US wheat crop in 11 years, and would be almost 20% smaller than last year’s crop.  
Black Sea:  



 

4 

o USDA is expecting that the area planted to grains in Russia and the Ukraine will increase 
by 5-10% over the coming decade. 
India:  

o India's imports will shortly end as the Indian Govt. will insist on Methyl Bromide fumigation 
at origin April 1 forward - a gas that is banned in Europe, Canada and the Black Sea. 

o There are rumours that India ‘could’ increase it import tax for wheat back to 25%. This 
would also be negative to imports.  

o Argentina:  The Argentine Agriculture Ministry raised its crop from 16.5 million mt to 18.3 
million mt against USDA's estimate of 15 million mt.  The changes came from higher 
harvested acres at 5.56 million ha (against 5.34 million ha planted in the January report) 
and a yield of 3.3 mt/ha against 3.1 mt/ha previously, and 2.95 mt/ha last year. If correct, 
this implies an additional 3 million mt exportable surplus.  When added to last week's 
Australian ABARE revision to the Australian crop, this would put the combined Argentine 
& Australian production up almost by 18 million mt or exactly 50% over last year. 
Russia: 

o The late week Russian holiday kept the Black Sea Fob market quiet, but the nearby 
positions continued to rally. Jordan's purchase compared to the bid-offer on Russian 12.5 
pro at US$176-180/mt. The 11.5 protein discount remained at US$3-5/mt, while feed 
wheat ended at US$179-183/mt. 
Significant purchases: 

o Egypt:  For the 2nd time in a week, GASC bought 360kt Russian/Ukrainian wheat at new 
highs of US$210/mt C&F Egypt: 
 

  GASC Tender Purchases Feb. 17/’17 GASC Tender Purchases Feb. 22/’17 
60kt Russian @ $194.00 fob + $9.25 ocean 
freight = US$203.25/mt C&F 
60kt Russian @ $195.00 + $9.85 = $204.85  
60kt Russian @ $192.25 + $11.20 = $203.45  
60kt Russian @ $196.00 + $9.85 = $205.85  
60kt Russian @ $192.70 + $11.20 = $203.90  
60kt Russian @ $196.00 + $11.60 = $207.60 
110kt Russian @ $192.00 + $12.32 = $204.32  
60kt Ukrainian @ $195.50 + $12.60 = $208.10  
60kt Russian @ $192.74 + $11.20 = $203.84  
60kt Romanian @ $197.50 + $10.85 = 
$208.35  
60kt Russian @ $192.75 + $11.79 = $204.54  
60kt Russian @ $197.00 + $11.60 = $208.60 

60kt Russian @ US$195.00/mt + US$9.85 
freight = US$204.85/mt C & F 
60kt Russian @ $196.50 + $11.25 = $207.75 
60kt Russian @ $196.00 + $9.85 = $205.85 
60kt Ukrainian @ $195.90 + $12.55 = 
$208.45  
60kt Russian @ $196.00 + $11.60 = $207.60 
60kt Russian @ $196.95 + $11.25 = $208.20 
60kt Ukrainian @ $195.50 + $12.60 = 
$208.10  
60kt Russian @ $197.00 + $11.25 = $208.25 
60kt Romanian @ $197.50 + $10.85 = 
$208.35  
60kt Russian @ $198.25 + $10.85 = $209.10 
60kt Russian @ $197.00 + $11.60 = $208.60 
60kt Russian @ $199.30 + $10.85 = $210.15 

 
o Tunisia bought 100k mt at US$199.50-$204.50/mt. 
o Ethiopia finally bought 400k mt at US$225-228/mt. 
o Jordan bought 100k mt new crop at US$202/mt C&F.  
o Oman bought 30k mt Russian at US$205/mt for LH May shipment.  
o Taiwan: Taiwan purchased 103k mt of US wheat last Wednesday. 
o Jordan and Tunisia both purchased 100,000 mt of optional origin wheat.  
o Libya again put back its milling/durum tender this time to Feb 28/’17. 
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Wheat Market Outlook: 
 

 Significant events this past week: 
o Futures:  Wheat futures were mostly in the red on Friday, despite a somewhat positive 

export sales report. Chicago is the weakest, down 7 1/4 cents, followed by KC, down 5 
cents. Minneapolis is the strongest, despite being down a penny in the March 17contract.  

o Australia:  Australian Fob and futures values were little changed though some traders 
are already flagging the hot dry conditions and low soil moisture situation. However, 
seeding does not start for another 6 weeks. 

o Russia:  Black Sea crops look generally good, and beginning stocks will be sharply higher 
than last year. 

o EU:  There will likely be increased competition again from EU crops this year.  
o Argentina & Australia: Given the announcements by the Argentine & Australian 

statistics agencies, the combined Argentine & Australian wheat production this crop year 
is up by almost by 18 million mt or 50% over last year. This adds to the exportable surplus 
in both countries. 

o USA: Winter wheat acres are the lowest level in 100 years in the U.S., spring wheat 
planting intentions will be released at the end of March by USDA. 

 
 

 Outlook:  
o Spec Funds covered another 2.4 million mt of wheat last week.  
o The Southern Hemisphere crop seemingly gets bigger each month, and Northern 

Hemisphere conditions remain generally favourable. 
o Brazil will receive above normal precipitation this week, with temperatures below normal. 
o USA: The US winter wheat acreage is already down by 3.2 million acres this year. Given 

that return per acre calculations in the US still favour soybeans and corn over wheat, we 
think we may also lose 1 million acres of spring wheat in the northern US especially to 
soybeans. This would be very good news to Canadian spring wheat growers.  Yields, of 
course, can be highly variable so it’s too early in our view to have a definitive opinion on 
next year’s Supply/Demand today. 
 

 There is plenty of wheat against tepid demand, except for high quality product. 
 There is still an old crop wheat surplus and new crop wheat so far looks good. 
 However, the fact that the US could lose more spring wheat acres may be a break for 

Canadian spring wheat growers for next crop year.  
 Our marketing ideas remain the same: Sell old crop wheat and 30 percent of new crop 

wheat. 
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iii)  Primary Elevator Price Tables and Grade Spreads 
 
Table 1: Canadian Primary Elevator Bids, in Canadian Dollars per Bu and per MT,  (PDQ data) 

 
 
 
Table 2: Grade Spreads, in Canadian Dollars per Bu and per MT 

 

 
 
 
 
iv)  FOB Wheat Prices and Export Basis Calculation  
 
Background and Rationale: 
Reporting FOB prices at port position and primary elevator prices allows the reader to gain an 
understanding of both local and international wheat prices and to understand the relationship 
between the two, as measured by the export basis. Export basis can be defined as FOB port 
position prices minus the primary elevator prices at any given prairie delivery location, and is 
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therefore reflective of transportation costs plus any premiums being captured by terminal grain 
elevator companies or the railway companies, at any given time.  
 
In general, a widening basis is indicative of decreasing system performance in terms of either 
reduced port capacity or rail service, or both. A narrowing basis is indicative of increased 
available port capacity and/or better ability of the railways to provide ample service to grain 
shippers. In this regard, tracking these prices over time has value both in terms of producers 
being able to time the selling of their grain but also in terms of evaluating and setting policy 
related to various transportation and capacity issues.  
 
Gray (2015) has calculated a normal basis to be in the range of C$72/tonne. During the 2013/14 
crop year the export basis for wheat widened to approximately C$250/tonne, which indicated an 
inability of the grain handling and transportation system to adequately handle the record crop 
produced that year. This occurrence has highlighted the need to improve the level of rail service 
and take measures to expand port capacity where possible. It has also underscored the need 
for better price transparency and market information within the grain sector. 
 
Assumptions, Definitions, and Methodology 
The following background information should assist in understanding and interpreting 
international market signals and to relate them to the ‘local’ Saskatchewan wheat market: 
 
 The price information generated for the weekly report is designed to show farmers at 

what price levels several wheat classes are trading at local primary elevators (Table 1) 
and in nearby international markets (Table 3).  To express the Export Basis1 (see Export 
Basis in Table 3) defined as Cdn. FOB Prices minus primary elevator bids, the FOB 
prices are translated into Cdn. dollars from US dollars and compared to current actual 
primary elevator Street prices at Rosetown, Saskatchewan (see Street Prices in Table 
3). Rosetown is used as a proxy for all primary elevators in the basis calculation. The 
actual handling and transportation costs from the West Coast to delivered elevator 
(Rosetown area) range from ~C$58.00-C$74.72/mt, depending on number of cars 
moved and elevator used.  

 
 Approximate relationship between U.S. wheat classes and Canadian wheat classes: 

o DNS 14% in the Pacific North West (PNW) ≈ 1 CWRS 13.5% in Vancouver  
o HRS in the Pacific North West (PNW) ≈ 2 CWRS 13.0% in Vancouver 
o HRW in the Pacific North West (PNW) ≈ 3 CWRS in Vancouver 
o SW (lowest price wheat) ≈ CPS red (mostly fed domestically) 
o HAD (Lakes) ≈ CWAD (Thunder Bay/ Lawrence) 

 
 Abbreviations: DNS (Dark Northern Spring Wheat); HRS (Hard Red 

Spring Wheat); HRW (Hard Red Winter Wheat); SW (Soft Wheat); HAD 
(Hard Amber Durum Wheat); CWRS (Canadian Western Red Spring 

                                                      
1 Gray, R.S. (2015). The Economic Impacts of Elevated Export Basis Levels on Western Canadian Grain Producers 
2012/13, 2013/14 and 2014/15.    
“The difference between FOB Vancouver prices and the Saskatchewan elevator cash bids to producers is referred 
to as export basis:  Basis can refer to the difference between any two prices. As the largest volume port, 
Vancouver FOB, minus the elevator bid prices representative measure of the “export” basis for grains in Western 
Canada.” 
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Wheat); CPS (Canada Prairie Spring Wheat); CWAD (Canadian Western 
Amber Durum Wheat) 

 
 Hard wheat price calculations:  

Exporters in Western Canada generally derive their primary elevator wheat prices from 
HRS values at the West Coast (Pacific Northwest - PNW).   
Similarly, HRW values are used for lower grade (3) CWRS.   

o West Coast HRS and HRW values essentially dominate the international hard 
wheat trade and determine its basic value. 

o If premiums are paid for 1 CWRS 13.5, elevator companies are often able to 
retain the premium  
 

 Durum wheat price calculations:  
The primary export route for Canadian durum wheat is still through Thunder Bay, not the 
West Coast of Canada.   

o Nevertheless, the Pacific Coast has increased in importance for durum over time 
with 38% of total export volume crop year to date.   

o Italy is the single biggest buyer of Canadian durum wheat with 27% of total 
Canadian durum exports YTD (East Coast shipments). 

 
 Optional origin grain sales:  

Most major international grain companies sell ‘optional origin’ wheat to their customers 
and often cover their sales ‘at best’ closer to the shipment position. The Canadian grain 
system is not conducive to servicing optional origin sales because the volume of wheat 
kept in storage in port today is much smaller than prior to deregulation of the Canadian 
wheat market.  
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Table 3: Relevant FOB Prices and calculated Basis, US & Canadian Dollars per MT 
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ADDENDUM 

 
 
 

Futures Driven Basis Calculation, Canadian Dollars per MT 
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