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L00k1n9 F0rward 6y 
C 01951DERA8LE 15[P0R7A1NrCE 15 11ke1y t0 6e attached t0 

the 5eptem6er and 5U65e4Uent 6ean Cr0p rep0rt5. 
May6e We Can 1earn 50meth1n9 6y 100k1n9 6aCkWard. 7he 
AU9U5t 6ean e5t1mate Wa5 a 61t h19her than eXpeCted, and 
CaU5ed 50me 5e111n9 1n new Cr0p 6ean fUtUre5. 1t d1d n0t 
CaU5e heavy 5e111n9, and the market d1d n0t 5tay d0Wn, f0r 
a C0m61nat10n 0f rea50n5, 0f Wh1Ch the5e are 50me: 

1) Pr1Ce5 are 30¢ 0ff the h19h5 and at recent 10W5 Were 
a60Ut 20¢ 0Ver the 1111n015 10an. 1n V1eW 0f the fa1r1y 
C105e 5Upp1y/demand 6a1anCe, 20¢ 0Ver the 1111n015 
10an 15 06V10U51y nmeh nearer t0 10an-Created Ver510n 
0f 1ntr1n51C Va1Ue than 15 50¢ 0Ver. 

2) Many trader5 are 5t111 6U1115h 0n 6ean5 6eCaU5e they 
fee1 that the h0t dry JUne, n0t re11eved Unt11 JU1y 15t, 
a1m05t had t0 pr0dUCe 50me Cr0p dama9e, t0 an ex- 
tent n0t yet rea112ed. 7h15 11ne 0f rea50n1n9 15 1n 
c0ntra5t t0 pu6115hed 5tud1e5 6y the Un1ver51ty 0f 
1111n015 1nd1cat1n9 that perfect 6ean weather 15 a5 
f0110w5 : 

a) 6e10w n0rma1 m015ture thr0u9h a11 0f June 
6) a6undant ra1nfa11 1n Ju1y, e5pec1a11y 1ate Ju1y 
c) n0rma1 ra1nfa11 f1r5t ha1f 0f Au9u5t 
d) a60ve avera9e ra1nfa11 1a5t-ha1f-Au9u5t and 

f1r5t-ha1f-5eptem6er 
e) c001er than an avera9e temperature5 1n Ju1y 

and ear1y Au9u5t 

1t appear5 t0 me that weather th15 year wa5 ahn05t exact1y 
1n 11ne w1th the5e ••1dea1•• c0nd1t10n5. 8ean y1e1d5 have 
pr06a61y 1ncrea5ed 1n the heavy pr0duc1n9 n0rth p0rt10n5 
0f the 6e1t 6etween c0mp11at10n 0f the Au9u5t rep0rt and 
the 5eptem6er rep0rt 6ecau5e 0f c001 5h0wery weather. 

3) 5119ht1y 5nm11er than expected c0rn y1e1d5 5h0u1d 
1mp1y 1e55 than 1dea1 6ean y1e1d5. 7h15 19n0re5 the 
5ame Un1ver51ty 0f 1111n015 5tudy 5h0w1n9 that 
0pt1mum c0rn c0nd1t10n re4u1re5 6e10w avera9e m015- 
ture 0n1y thr0u9h the f1r5t ha1f 0f June and wet there- 
after, wherea5 we were dry thr0u9h a11 0f June. A150 
1t 19n0re5 the fact that 1n the 64 cr0p-rep0rt-t0-rep0rt 
chan9e5 fr0m 1950-51 thr0u9h 1962-63 c0rn and 
6ean y1e1d5 m0ved 1n 0pp051te d1rect10n5 28 t1me5, 
1nd1cat1n9 that the re1at10n5h1p 0f 50me m0nth up- 
d0wn c0rn chan9e5 t0 up-d0wn 6ean chan9e5 15 hard1y 
m0re than rand0m. 

4) Cr0p 065erver5 pr06a61y have a 61a5 t0ward e5t1mat- 
h19h y1e1d pr05pect5 when f1e1d5 are 1u5h and 9reen 
than 1ater 0n when harve5t y1e1d5 6ec0me ava11a61e. 
7h15 19n0re5 h15t0ry, 5ee ta61e wh1ch 1mp11e5 that 1f 
there 15 any Au9u5t 61a5 1t 15 t0 6e c0n5ervat1ve 
rather than 0pt1m15t1c. 
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Chan9e  f r 0 m / t 0  A u 9 . /  A u 9 . /  A u 9 . /  A u 9 . /  A u 9 . /  
5ept .  0 c t .  N0v.  Dee.  F1na1 

U n c h a n 9 e d *  1 2 1 0 2 
Decrea5e  ..... 3 3 3 3 2 
1ncrea5e .... . . . . . . . .  9 8 9 10 8 
Avera9e  decrea5e  % 5 11 12 11 10 
Avera9e  1ncrea5e %. .  4 7 3 6 9 

* Chan9e  1e55 t h a n  1 % .  

1n the 1a5t 12 e0mp1ete er0p year5, 1.e. thr0u9h the ••f1na1- 
f1na1,•• Au9u5t wa5 the 10w rep0rt 5even t1me5 and the 
h19h rep0rt 0n1y tw1ce. 

5) 7he h19h re51dua1 err0r5 0f the pa5t tw0 year5 1mp1y 
c0nt1nu1n9 h19h re51dua15, 1.e. 5truetura1 er0p 0ver- 
e5t1mat10n5. 50me 065erver5 are a5cr161n9 th15 t0 an 
acrea9e err0r they fee1 deve10ped a e0up1e 0f year5 
a90 when the U5DA meth0d 0f c0mput1n9 6ean 
acrea9e wa5 ehan9ed 5119ht1y. 7h15 m19ht we11 6e, 
a1th0u9h 1t 5t111 5eem5 t0 me that a 5u65tant1a1 p0r- 
t10n 0f the 1961-62 re51dua1 wa5 due t0 weathered 1n 
6ean5 that were e0mp1ete1y 105t. 7he 512e 0f and 

L00k1n9 8ackward 
rea50n5 £0r the 1962-63 err0r are 065cure 6ut c0u1d 
6e 51mp1y a 4ue5t10n 0f fa11ure 0f rep0rter5 t0 rea112e 
the fu11 extent 0f 1ate-5ea50n 1055e5 due t0 h0t dry 
weather. We have n0t had much h0t dry weather 
th15 5ea50n exeept 1n the m1d-50uth where Au9u5t 15 
5upp05ed t0 6e h0t and dry. 7h15 5ea50n then may 
revea1 whether there 15 tru1y a 6a51e err0r 50mewhere 
1n the 6ean acre/y1e1d e5t1mate 5y5tem. 1•m 1nc11ned 
t0 d0u6t that there 15 a 6a51c err0r. 

A11 0£ th15 1ead5 me t0 6e11eve that 6arr1n9 a 5udden 
5h1ft t0 very unfav0ra61e weather f0r the few rema1n1n9 
week5 0f the 9r0w1n9 5ea50n, 0r a e0mp1ete 6reakd0wn 1n 
the a60ve rea50n1n9, 10n95 1n 6ean5, 50y6ean 011, and 50y- 
6ean mea1 ean n0t expeet much he1p fr0m the er0p rep0rt5. 
7hey a150 pr06a61y eann0t expect he1p fr0m 5u65e4uent 
m0nth1y rep0rt5 a5 there 15 a pr0n0uneed tendency f0r the 
cr0p e5t1mate5 t0 dr1ft 510w1y h19her dur1n9 the 5ea50n. 
7he f1r5t rea1 519n 0£ a 5tructura1 0vere5t1mate eann0t 
appear unt11 the January 5t0ek5 1n a11 p051t10n5 rep0rt. 
7h15 mean5 that 5h0rt and 1ntermed1ate term he1p mu5t 
e0me fr0m demand. 7h15 1n turn a1m05t 5ure1y mean5 mea1 
demand. 011 15 1n 6ad 5hape 5tat15t1ea11y, and 15 11ke1y t0 
w0r5en dur1n9 ear1y new er0p, and pr06a61y ha5 11tt1e 0r 
n0 chance 0£ creat1n9 a maj0r 5pecu1at1ve 6uy1n9 wave. 

C0tt0n5eed 011 0n the 0ther hand e0u1d 9a1n 50me fr1end5 
fr0m a 10wer c0tt0n cr0p e5t1mate. 7he h15t0ry 0f e0tt0n 
cr0p e5t1mate5 5u65e4uent t0 Au9u5t 15 that n0 trend 15 
v15161e, 1nd1eat1n9 n0 part1cu1ar 065erver 61a5 1n Au9u5t. 
C0tt0n 6e1t weather 51nee c0mp11at10n 0f the Au9u5t cr0p 
rep0rt ha5 6een unfav0ra61e 1n Arkan5a5, 7enne55ee, N0rth 
M1551551pp1, 0k1ah0ma and part5 0f 7exa5. 1t ha5 6een 
fav0ra61e 1n Ca11f0rn1a, Ar120na and, 50uthern M1551551pp1. 
0n  6a1anee 1t w0u1d appear that f0r the m0nth 1055e5 m0re 
than 0ff5et 9a1n5 and the 5eptem6er e0tt0n rep0rt w111 
pr06a61y 6e 50mewhat 10wer than the Au9u5t, thu5 redue- 
1n9 further an a1ready 0n1y m1dd11n9-512e er0p. 7he Au9u5t 
y1e1d f0reea5t wa5 50 h19h 1t w0u1d, under the 6e5t e0nd1- 
t10n5, 6e a f0rm1da61e f19ure t0 5urpa55. 

Hav1n9 wandered thr0u9h 50me 0f the 1091ea1 6aek9r0und 
we have t0 e0n51der the 111091ea1 6aek9r0und. 7he 1atter 
15 the reaet10n 0f the 5pecu1at1ve e1ement t0 the market 
51tuat10n. H15t0ry 1mp11e5 that trader5 ju5t 10ve t0 6e 
10n9 6ean5 and w111 f10ck t0 the 6uy 51de 91ven any excu5e. 
1n th15 ca5e, the excu5e may turn 0ut t0 6e the U5DA•5 
c0n5umpt10n e5t1mate5. 1f the Au9u5t ••Fat5 and 0115 
51tuat10n•• 15 any 1nd1cat0r, 5u65e4uent 155ue5 0f that pu611- 
cat10n w111 6e 6eat1n9 the u5ua1 6u1115h temp0 0n the u5ua1 
619 t1n drum. 1f trader5 accept a11 0f the U5DA•5 e5t1- 
mate5, then ana1y515 90e5 0ut the w1nd0w and there 15 
n0th1n9 whatever t0 6e 9a1ned 1n 100k1n9 f0rward 6y 
100k1n9 6ackward. 
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