
M    RNING BULLS & BEARS

Federal Reserve officials are set to accelerate deliberations at their meeting next week over how to scale back their 
easy-money policies amid a stronger U.S. economic recovery than they anticipated six months ago. Fed Chairman 
Jerome Powell has said their discussions are focusing on two important questions: When to start paring their 
monthly purchases of $80 billion in Treasury securities and $40 billion in mortgage securities, and how quickly to 
reduce, or taper, them. The answers matter greatly to financial markets because Fed officials have said they aren’t 
likely to consider raising interest rates from near zero until they are done tapering the asset purchases. 

Costs for materials, transportation and employees are all rising, and companies are struggling to continue to absorb 
the costs. That has meant rising prices for everything from metal fasteners to Oreo cookies, helping fuel inflation 
like the U.S. hasn’t seen in more than a decade. A poll of more than 600 U.S. businesses found that 33% were 
planning on raising prices, while 4% were planning to cut them. Customers so far have accepted the price increases. 
Meanwhile, lumber prices are rising again on worries over the impact of wildfires in the Pacific Northwest.

Top Senate Republicans said the GOP may line up against any effort to raise the government’s borrowing limit this 
year, adding to the uncertainty surrounding how Congress will address the issue. Congress suspended the debt 
ceiling for two years in July 2019 as part of a broader agreement on overall government spending levels. That 
suspension is set to expire July 31, after which the limit will be reinstated at roughly $28.5 trillion, and the 
government will no longer be able to tap bond markets to raise new cash to keep paying its bills. 
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Upcoming Reports
USDA Export Sales – Today, 7:30 am
Commitments of Traders –Friday, 2:30 pm

Indices and Futures
Index Last Change
Dow Fut 34,887 +0.51%
S&P Fut 4,378 +0.44%
Nasdaq Fut 14,976 +0.33%
Nikkei 28,155 +0.66%
FTSE100 6,952 +0.86%
DAX 15,650 +0.97%
Shanghai 5,089 -1.21%

Macro News

T-Storm Weather Summary: Upper-level high pressure bubbles in and near the central U.S. over the next several weeks, leaving forecasts volatile as unstable 
models and small changes in its location lead to large changes in actual weather for corn and soybeans. A wide area is likely to be warmer to much-warmer than 
normal over the next two weeks (with near-sustained heat west), despite: 1) higher odds for a cool front to limit heat in eastern areas later next week where the 
forecast is cooler, and 2) another cool front to pass around August 2. Some t-storms inevitably form as energies flow along the edge of the high each day, but 
unfavorable low-level winds remain probable to limit coverages and totals with below to much-below normal totals probable outside the northeast third of 
production.

Markets dived yesterday after midday weather updates showed better rain chances for the Midwest, Delta and Tennessee River Basin. But the evening GFS model 
run suggests the rain intensity of the midday model run was overdone, says World Weather Inc., adding that scattered showers and thunderstorms are still 
expected for these areas. The weather watcher says, “Ridge building in the western United States late in the first week of August is likely to verify, which will set 
the stage for a cool bias to temperatures during mid- and especially late August in the heart of the Midwest as well as the southeastern United States. Heat and 
dryness will be most significant in the Plains and western Corn Belt during the first week of the outlook, but … rainfall will continue below average in the Plains 
and western Corn Belt even when the ridge moves to the west and the northwesterly flow pattern evolves aloft in early August.”

Temperatures cooled for Canada’s Prairies this week, easing moisture stress. However, rain remained largely absent, with the exception of Alberta. World Weather 
in a special report comments, “Drought has forced crops to advance in development faster than usual at the expense of potential yield and quality.” Over the next 
week, World Weather reports a series of disorganized disturbances will advance over Canada’s southern Prairies and the U.S. Northern Plains, but they are only 
expected to generate erratic moisture and minor relief—and not enough to counter evaporation or impact long-term soil conditions for most areas. “Production 
declines will continue until a significant soaking of rain takes place,” World Weather says, adding that early production crops are unlikely to see a boost even if rain 
falls. Crops like corn, soybeans and flax could still benefit. 

Drought is withering crops on both sides of the U.S.-Canadian border, prompting farmers to take the rare measure of baling up their wheat and barley stems to 
sell as hay. The bales are providing much-needed forage for livestock operators struggling against a lack of pasture and soaring feed costs, and also signal smaller 
grain harvests that could keep crop prices high in the months to come. Temperatures are expected to soar next week in the Great Plains, further threatening 
parched farm fields. The dry conditions highlight how extreme weather is affecting agriculture and stoking higher prices that have fueled food-inflation concerns. 
Desperate farmers in both countries have requested emergency help from their governments, and some ranchers are selling off portions of their herds because of 
the dearth of feed. In North Dakota, where the entire state is in a drought, hay crops are only 10% to 25% of normal while cattle ranchers are already reducing 
herds by boosting animal sales at auction, Jeff Schafer, president of the North Dakota Stockmen’s Association, said during a National Oceanic and Atmospheric 
Administration webinar.

At its latest auction, China’s state stockpiler sold just 8,207 MT of imported GMO corn, representing 4% of the total offered. The state stockpiler did not clear 
any of the 23,488 MT of imported non-GMO corn put up for auction the same day. China launched these auctions in June to ease food inflation, but after a slow 
start demand has petered out, adding to the slowing feed demand narrative.

China imported record volumes of soybeans the first half of the year, but its purchases are expected to slow the second half of the year given a collapse in hog 
sector profitability and a big jump in wheat and rice use in feed, according to some analysts and Chinese industry sources cited by Reuters. Crushing margins are 
in the red, which will also clip demand. Some speculate the country’s total imports could fall short of 100 MMT, which compares to USDA’s 102 MMT forecast. 
One manager at a major crusher with plants across China comments that some top feed producers who bought soymeal earlier are now reselling contracts.

Private exporters reported to the U.S. Department of Agriculture export sales of 100,000 metric tons of soybeans for delivery to Mexico during 2021/2022 
marketing year. 
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