HE SPECTACULAR DEPARTURE from the market of the big

I exporter may have spelled in a very real sense the end

of an ear. He appeared to be brought down by 1)
poor trading; 2) bad market analysis; and 3) an uneconomic
position, Le. an attempt at and/or an expectation of further
inflation of price of an item that was already over inflated
by poor government economies. In some ways, the last of
these will be with us for quite a while. At any rate, his
departure creates some short-term market problems, and
points out some long-term ones.

The acenmulation of his enormous position over a period
of a couple of years strongly resembled a governmental
operation, i.e. uneconomic inventorying to holster prices. In
his absenece, this task must probably fall to the lot of the
USDA. Unlike a business operation, the USDA has an al-
most inexhaustible source of funds in the form of the tax-
payers purse. This means that uneconomic government
operations do not necessarily have to end eventually as do
private ones. The USDA internal assessment of their po-
tential short-term and long-term involvement in oil accumu-
lation will be necessary pretty soon. It is hard to tell if
such a study will be taken with or without the usual USDA
over-optimism about oil price and consumption prospects.
This optimism reflects a long standing USDA abhorrence
of high meal prices. This produces some wishful thinking
and wishful forecasting about the portion of the bean price
load that ean be shouldered by oil. High meal so the theory
goes, would not he only a political liability in farm areas,
but also makes no sense since high supported bean prices,
that result mainly in higher meal prices, only take from the
farmer with the left hand what was given to him by the
right hand, The consumer in theory has no cause to ecom-
plain about low meal-high oil since his higher purchase
prices for fats and oils should be at least partly offset by
lower meat purchase prices. There are, however, those who
now feel that there have been so many structural changes
in the feed industry and in animal agricultural methods,
both here and abroad, that cheap meal is no longer the sub-
sidy to the farmer that it once was. Cheap meal makes
cheap chickens, a field in which no one but big corporate
entities can compete snccessfully. Yet cheap chicken makes
for cheap pork and cheap beef, areas where the farmer is
still struggling to be sucecessful.

One must admit, that valid or not, the thesis that cheap
meal is no blessing is a good one to have around, as it sets
the stage for some necessary hard thinking about the future
of the meal vs. oil price relationship, and to what extent the
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TUSDA should intervene in the markets beyond simply sup-
porting the bean price.

What has gradually developed is that because of high
price supports the USA has become a residual supplier to
the world of many agricultural products. These include
meal for which there is an important and growing world
residual, and oil for which the residual gap is not large
and to an increasing extent is being covered by the oil con-
tent of exported beans. World effective protein demand is
growing much more rapidly than the effective fat demand.
Also the world oil demand is being supplied with oils and
oil seeds of other origins, all of which seeds are higher in oil
content and lower in protein eontent than are beans. It
seems strange that beans, which have the lowest oil content
of any major oil seed, should be the most leaned-on by this,
but that is the result of non-market-pricing—a sociologieal
free-choice which we have made. Climatically most of these
other nations are probably permanently restricted to these
high oil content erops.

Attempts to hold meal prices low for the apparent benefit
of USA farmers and the probable henefit of USA feed
industry have resulted in an increasing free dollar export
meal demand. Given deeent processor margins, this in
turn will naturally force down oil prices by inecreasing
oil production faster than oil consumption. In other than
a free market economy the obvious solution would be restrie-
tion of, or taxation of meal exports or subsidization or oil
exports. In a market economy which the USA resembles,
price is expected to help aceomplish the same purpose. The
USA has chosen the alternative route of concessional move-
ment of some oil, i.e. AID plus donations plus the various
P.L. 480 titles. For a while this approach worked, but its
effectiveness has faltered because new justifiable oil recipi-
ents have not been found as fast as USA oil production has
inereased, with the latter a function of meal demand. Euro-
pean complaints notwithstanding, there has been very little
USDA “chiseling” as to definition of who is a justifiable oil
recipient. Another facet of high oil prices-low meal prices
is that they create a problem in statistical economics. That
is, from an economists point of view, it is nearly impossible
to eonstruet a storage horizon for almost anything of high
bulk, low price per pound and a seasonal production pat-
tern. Disregarding the relative technieal difficulty of storing
meal vis-4-vis oil, rigid USDA oil-meal price policies have
structurally encouraged oil storage which is likely to be
economiecally fruitless, and disecouraged meal storage which

(Continued on page 7)
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55th Annual Spring Meeting |

: S \\ : NEW ORLEANS, APRIL 19-22

We recall that the American Oil Chemists’ Society was national status of today. So once again, we return to the
organized in New Orleans over fifty years ago. During cradle of our history for our 55th Annual Meeting, to be
these years the city has played an important part in the held in the Roosevelt Hotel, April 19-22, 1964.
growth and development of the Soeiety to its great inter- See you in New Orleans—This Spring.

Everything Points to Outstanding Technical Program

Four symposia are assured in the Technical Program for and oils research, such as Chem@cal.Reactions, Spaps and
the New Orleans Meeting. Three of them will extend over Detergents, Processing and Utilization, Bioehemistry and
two technical sessions of the meeting: “Tall Oil,” organized Nutrition, Coatings and Polymers and General Properties
by J. P. Krumbein; “Biodegradable Detergents,” organized of Fats and Oils. )
by M. E. Ginn and Erie Jungermann; and “Analysis of The New Orleans Technical Program Committee, H. P.
Unusual and Minor Constituents in Fats and Oils,” assem- Dupuy, Chairman, with the able assistance of many other
bled by the Techniecal Program Committee. A one-session members of the Society, has been organizing this material
symposium on “Thermal Oxidation and Polymerization in for the past several months. Everything points to an out-
Fats” has been set up by M. R. Sahasrabudhe. standing 55th Annual Meeting. )

In addition, the program also will feature a number of The Committee plans to present a complete outline of the
contributed technical papers in the various fields of fats program in the March issue of the Journal.

Ladies’ Program to Feature a City of Contrasts and Three Centuries of History

In planning an outstanding program for the enjoyment Monday, April 20 will feature 18th Century New Orleans,
of ladies attending the forthcoming AOCS Meeting, the a city of less than 10 thousand, and feeling the impact of a
Ladies’ Entertainment Committee, under the leadership of transfer from France to Spain. Much of this period’s gran-

Mrs. H. L. E. Vix, has selected deur is still evident in the Frenech Quarter, or Vieux Carre
TR a theme which depicts New Oxr- (Old Square). A guided walking tour, with narration,
ﬂ leans . . . A City of Contrasts through this section will be climaxed by a French cuisine
... a blend of yesterday’s luncheon at the world-famous Brennan’s Restaurant.
events and today’s industrial Tuesday, April 21 will highlight the New Orleans of the
and urban developments. great modern metropolis of nearly one million people. Air-
Nearly three centuries of conditioned buses will tour many of the new suburban resi-
history and tradition have left dential and business developments fringing the old city
their mark here; on the other and will utilize the many modern bridges, over- and under-
hand, this great metropolis passes and freeways that quickly take one from the banks
today boasts of industry, agri- of the Mississippi River to the shores of Lake Pontchar-
culture, commerce and trans- train. Luncheon will be served at the new Vista Shores
portation. Much of the his- Country Club on Bayou St. John, where a surprise enter-
tory of our country starts tainment awaits you.
here. In contrast to other Tuesday evening, the ladies are invited to attend the Ban-
great U. 8. cities, New Orleans quet at the Roosevelt Hotel with their favorite eseorts.

has always been a “space city”

. . responsible over 160 years
ago for the first great space
project of our nation. In
purchasing New Orleans from France for fifteen million
e 7 et Jefferson gained with it enough land for {400 of electrie trolleys. Two are still in operation.
&’ Armes (now Jackson Square) still possesses much of In pri,vate trolley cars, you will tour the section depicti.ng
the physical grandeur that existed when the Louisiana Pur- the city’s growth during that century: Garden Distriet,
chase took place here, Dec. 20, 1803. Yet today, only a few homes of the millionaires of that day, Audubon Park, Tu-
miles away, scientists, engineers and craftsmen are adding lane and Loyola Universities, and the Carrollton section. The
to the impact of changes in New Orleans, building stages trip will be chma).(ed’ with a Coffee Party in the Cornstalk
for the Saturn Missile which will soon power man through Room of Delmonico’s Restaurant, a location existing one

Wednesday, April 22 will focus attention on 19th Century
New Orleans, when the population was between one hundred
and two hundred thousand. One of the developments during
this time was its lacing with a transportation system, com-
prised first of mule-drawn cars and later with the instal-

Mrs. H. L. E. Vix

space to the moon. hundred years ago.

To capture much of this contrast, the Ladies’ Program The Committee hopes to make your stay a mile-stone of
centers around each of the three centuries, with each day’s enjoyment when they see you in April.
events preceded by a Continental Breakfast at the Roosevelt. —_———————
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Through A Glass Darkly . . .

(Continued from page 4)
might under some conditions be profitable.

The market situation of the current season reflects some
of these long term symptoms. Oil stocks have grown enor-
mously in the past several years. Meal stocks have increased
only slightly. A year and a half ago, analysts would have
hooted at any suggestion that oil stocks would inerease dur-
ing the 1962-63 season to the extent that they did. Yet it hap-
pened, mostly because of exporter absorption of the excess
oil. Currently USDA is anticipating a further very substan-
tial expansion in ecommercially held oil stocks. Once again
this seems to be a ridiculous forecast, but presumably it could
happen under certain conditions of meal demand. The only
problem is that it might require both weak prices and severe
carrying charges, so severe as to present weird pricing prob-
lems into the old-new crop transition period. The flat price
part of this oil prieing problem might be postponed if
USDA should raise the support price or if we should have
a relatively short crop next season, say 700 million bu or
less. Postponement and solution of the total problem, how-
ever, are two very different things.

About the best that can be said for the oil market, is
that the price is now low enough to encourage stockpiling
overseas rather than exclusively at home as was the case in
the 1962-63 season. The one hopeful faector for oil is that
if European meal demand should turn out to be poor, then
production of oil could be cut rather sharply. We know oil
production can not be expanded as there are insufficient
beans to allow much increase in erush, so strong meal can
increase oil produetion only so far and no farther. Proees-
sor margins both eurrent and in forward positions point
strongly to a reduced crush. The main unknown seems to
be the potential for meal sales to Enrope from mid-Janu-
ary on. After a sharp downturn European livestock num-
bers are now turning up again, particularly poultry where
soymeal 1s a key item. The broiler industry in the USA
is in its biennial trouble cycle but numbers have not yet
fallen much. Lower USA pig numbers (down 5%) will
hold that section of the feed business. It is difficult to sep-
arate the influence of weather from the influnee of trend
as far as European demand is concerned. Certainly weather
means more there than it does here, and another vicious
winter (like the last two) should mean heavy consumption
despite big production of feed grains and a heavy supply
of unmillable wheat. Furope would have to turn to the
USA for protein because other normal suppliers to Europe
—Argentina, Peru, and Russia—also have less meal to sell.
Also, rapeseed production is down everywhere.

As a basis for further guesses, we have to begin with
meal consumption. (All tables are QOctober 1 through Sep-
tember 30.) On the basis of bean supplies either E, or E,
seem the most likely. Note that this i1s in a sense hoth a
forecast of short meal supply due to low erush eausing high
meal price, and also a forecast that meal prices probably

TABLE I
1961-62 1962-63
Domestic..........ooeeeeieinenn. 9.2 million short tons 9.6 million short tons
BXPOrt v 1.1 million short tons 1.5 million short tons
Total ... 10.3 million short tons | 11.1 million short tons
TABLE II
1963-64 1963-64
E1 low meal price Es middling meal price
$65 or less ETL $70 or less ETL
Domestic ...........ccooooeee 9.7 million short tons 9.5 million short tons
Export 1.6 million short tons 1.4 million short tons

11.3 = 480 million 10.9 = 465 million
crush crush

1963-64
Es high meal price
$75 or more ETL

Domstic........cco.coovvernin 9.4 million tons
Export............. 1.3 million tons
Total ......cocooerveniinies 10.7 million tons =

455 crush

(Continued on page 20)
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At Wilson & Co.
this used to be a 3-man job.

Hercules makes it a solo.

One man can open or close the leakproof, quick-opening
door in seconds—even on the largest Hercules “Rapidor”
filter. Working alone, he simply pulls the bank of filter
leaves onto the cleaning rack, where he can clean them
easily. Advantage to Wilson & Co.: substantial savings in
labor costs.

Wilson also saves fat and oil with Hercules. When the
filter cycle is completed, inert gas more completely removes
the fat or oil from the bleaching clay cake—saving up to
8% more product than the previous filtering system.

Write for more information on other benefits.

o HERCULES FILTER CORP.

A DIVISION OF THE

1786 ETHEL AVE., HAWTHORNE, NEW JERSEY
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(Continued from page 7)

have to stay fairly high in order both to ration bean sup-
plies and hold down oil production. Obviously a 20 million
guess gap between high carryover and low carryover will
make a considerable difference in late season prices. As the
season. progresses we should he able to tell whether erush
and exports will fall toward the high or low side of the
ranges or somewhere in between. In both cases the demand
for protein will be the prineipal determinant of the position
in the range. This assumes that the higher crush would
produce weaker oil and heavier carrying charges, thus en-
couraging somewhat improved overseas movement, both for
free dollars and by allowing the same number of P.L. 480
dollars to purchase more oil. The problem that the soyhean
oil market faces is not so much an inecrease in total stocks,
but an increase in commereial stocks. It costs a good deal of
money to earry a big national oil inventory, particularly the
portion represented by the Board of Trade receipts. Unless
there is a clear incentive to pay out the money there is wide-
spread reluctance to do so. Therefore, we have to assume
little ability for soybean oil prices to stage a major upturn
without the appearance of some very substantial pieces of
unexpected export business. It appears necessary that the
USDA take over a considerable amount of cottonseed oil.
It seems unlikely that commercial interests can or will hold
a major increase in cottonseed oil stocks in addition to a
major inerease in commercially held soybean oil stocks. The
incentive to do so is obseure, unless the bean support and con-
sequently the seed support should be substantially increased.

The intervention price of USDA in cottoneed oil is an
untested quantity since their margin allowance and formula
caleulation methods are both unknown. However, it should
not be much below 8.5¢ west Texas vs. a current price of
9¢. Any substantial down-move in cottonseed meal would
raise the oil buying price and conversely an up-move in
cottonseed meal would lower the buying price.

Distill up to Molecular Weight 1200 \
with Lowest Thermal Hazard

Centrifugal molecular vacuum stills separate heat-
sensitive, labile materials with molecular weights up
to 1200 with less danger of thermal decomposition
than any other method. Operating at pressures below
0.01 mm Hg absolute, these stills can evaporate at
extraordinarily low temperatures. In many cases, this
makes possible the distillation of materials usually
considered undistillable. Because there is less loss
from decomposition or molecular rearrangement,
higher product yields are possible. Often, a substan-
tial improvement in odor, taste and color can be
realized.

Molecular stills are now being used on pharma-
ceuticals, oil-soluble vitamins, waxes, lipid extracts,
perfume intermediates, liquid epoxy resins, silicones,
rubber additives, etc. In many industries, they are
recovering profitable by-products from the residues
of commercial separation processes—at a utility cost
of less than 4o¢ a pound. Typically, rosin (abietic
acid) is being recovered from tall oil pitch, fatty acids
from vegetable oil residues, lanolin from wool grease,
and oils and waxes from petroleum residues.

To find out whether your product is applicable to
molecular distillation, just send a sample (as little as
a quart) to Consolidated Vacuum Corporation. For a
nominal fee, CVC will run a distillation, return the
distillate, and give a prompt report and recommenda-
tion. For further information on test runs, write and
tell us a little about your materials—molecular
weight, test objectives, etc. For data on CVC’s com-
plete line of molecular stills, write for Bulletin 3-1.

- Lonsolidated Vacuum Corporation

ROCHESTER 3, NEW YORK
A SUBSIDIARY OF BELL &4 HOWELL
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TABLE TI1I
Million Bu

196263 ! 1063—64
R 58 millionbu | 15 million bu
Produetion............ 669 million bu

701 million bu
0

~-10 million bu
717 million bu 716 million bu
. |475 455465

Excess pre 10,/1 use .

1180 180~190
47 50~ 50
T 702 | 685705
15 | 31- 11
TABLE IV
Million Lb

The Soybean Oil Situation Based on 455 and 465
Million Crushers

1962-63 1963-64
Carryin 620 million 1b 920— 920 mil]_ion ib
Production . 5100 million 1b 4950-5050 million 1b
. 5720 million 1b 5870—5970 million 1b
.13650 3750—-3750
1150 1250-1350
4800 5000-5100
Carryout ........... 920 870— 870
Thereof
exporter held 350 0—- 4]
Thereof

570 million 1b 870 million 1b

commercial

TABLE V

Cottonseed Oil
Million Lb

1962-1963 1963-64
CAPTYIN oo 300 500
Production ..........o.oooc 1900 2000
2200 2500
400 500
1300 1400
1700 1900
Carryout ... 500 600
Thereof exporter 200 0
Thereof USDA................. 0 200
Thereof commercial ... ... 300 400
TABLE VI
Lard—Million Lb
1962-63 1963-64
carryin ... 73 81
Production .................... 2389 2300
Supply . 2462 2381
Domegti 1874 1750
Export . 507 550
USe wovivivieiiiiieie 2381 2300
Carryout ....................... 81 million 1b 81 million 1b

Some of the expected improvement in domestic consump-
tion of vegetable oil will stem from lower availability of
lard. Production will be somewhat lower. Exports, mostly
to the UK., are likely to be larger due to reduced availability
of marine oils and palm oil. The lard price, at 110% of
crude soybean oil, is definitely on the high side of the his-
torical range vs. soybean oil and is likely to stay high all
season.

A modest increase can be expected in tallow produection
due to fairly high slaughter. However, a major portion of
the slaughter increase has already taken place. This should
result in reasonable price firmness, given no major addi-
tional weakness in vegetable oils. The export estimate as-
sumes a fair movement to Russia although perhaps less than
the 200 million b of 1960-1961. This is because there ap-
parently has been heavy animal slaughter there. This re-
duces pressure on short fodder supplies but results in short-
term increased supplies of animal fats.

One of the most interesting and least assessable factors

(Continued on page 40)
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TABLE VII
Tallow—DMillion Lb

1962—-63 1962-63

Carryin ... 370 330
Production ... 3670 3750

Supply ... 4040 4080

Domestic 1970 2000

Kxport ... 1740 1800

Use oo 3710 3800

Carryout 330 million 1b 280 million 1b

that can influence oil and meal markets this year is in the
marine oil-fish meal situation. Whale oil stocks are down.
New Antarctic cateh will not be available until April and
production will be reduced. World fish oil and meal stocks
are down sharply and the fish catch has been poor every-
where. Very little is known of the factors that influence fish
cateh and oil yield from processing so it is very hard to
form any opinion as to when, and if, the catch and oil pro-
duction will turn up. Certainly processing capacity has
increased. Recent spectacular weak price action of soybean
oil has about been matched by spectacular strength in fish
oil. Fish oil prices, CIF Rotterdam, have gone from less
than half of the soybean oil price to nearly even with soy-
bean oil. This must operate to reduce fish oil demand and
increase soybean oil demand. For instance in Canadian
margarine the 50-559 fish oil figures of this summer may
never be reached again, and a rapid decrease is likely.

It appears that 1964 will be an interesting year in our
business. Unless the Russians appear in the oil market,
oil is going to remain both in actual and psychological sur-
plus. The amount of the surplus depends to some extent on
the intensity of the world and domestic protein demand.
Up to now protein demand has not been particularly en-
couraging to the oil bears and the meal bulls. Fat and oil
prices are likely to stay under moderate pressure. The
extent of the recent declines obviously limits very sharply
the amount of the downside potential. In the latter half of
the 1964 calendar, the development of certain new crop
production prospects will be an active forece in shaping
market sentiment. These include particularly sunflower
crops in East Europe and Russia, the USA soybean crop,
rapeseed crops in Europe and Japan, oilseed crops in Ar-
gentina, and the world fish catech. European olive prospects
probably will not be important as crops this year or so
large that very substantial carryover increases are in pros-
pect. It is too early to tell much about any of these. Except
for the USA soybean crop, all of the seed erops were badly
hurt by worse-than-normal weather. It is probably always
an error to trade markets in expectation of weather better
or worse than average. If we assume average weather for
seed crops and an average increase in fish oil and meal
production, then we probably have to assume less buoyant
seed and protein markets in the second half of the calendar
year.

The situation as outlined here is, of course, only as we
see it now. Substantial changes in some or all of the num-
bers are possible, even likely, as the crop year progresses.
The fascinating part about markets and their analysis is the
need to be alert for changes in the time of events. There is
a constant tendency in markets for the obseure to become
clear and the clear to become obscure.

—-
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