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tODTOTIOH

Each year, reserUess of th« price of wheat at harvest

tl!!» or the f^eneral price level, there la always the prob-

lem of deteroilning the test time to sell -.v^eat that is

stored. There are a jreat rnany factors affectin t

prices Jind there ore always sure to be a great raany sea-

copal fluctuations in prices.

The extent and variation of tliese fluctustions in sea-

sonal prices depends lar^oiy ^tpon the changes in the var-

ious price laaking factors from one year to another. The

crops and exports from competing countries may be lar{;;e or

small, commodity prices may ^o up or down and visible sup-

plies may be increased or decreased, depending oo. certain

conditions.

Of course, each of these factors may add to or offset

the effect of any of tho others, but for each there is a

perl or! v.^f^in the year whers Its -roatcpt Influence is ex-

erted. It is not to be expected, for Instance, that

Canadian production would be as important a factor in

-oytember or October as it is in noye„'.t;.,r and Decenber,

during the time of heaviest marketing.

Over a period of 34 yeai-r t^o Kansas City market has

'-., - +- ree seasonal "sti-cnj apocs ana three seaconal "weak



spots" and each of those "stron- sr-ots" a-ti "weaV nrnta"

Is protty definitely associated v. itii one oj' : lOre oi' Uie

factors studied. (See Flrr. 1, Apneniix) It la important,

therefore, in watchiii;,: i'or .^^^.a^ ':' rl"- of these

seafional price changes to know in at onthe each of the

iTiost com-n<»ily reeo(»nii!ed price aaklnG faotors exorta Its

grer^— *^ influence.

iTtms

Several previous studies have been made showing or

recosnizincj the relationship of each of tiie factors studied

w- prices*

Hammatt/1 points out thut during the period from 1922-

23 to 1925-26, whenever the world crop increased, as con-

pared «ith the crop the year before, the price fell; and

whenever the crop decreased, as compaired V7ith the crop the

year before, the price advanced,

Murray/2 made a similar study for corn but used abso-

lute figures rather than relative fi2;ures. In a discussion

on corn prices before the C^.tr. '^'^ter of '^'« ''-'lean

Statistical AssociP-tion ho said, "Tue volume of production

3. Hamsjatt, Theoloro D. Factors in '.Tneat Harkoting*
1927. The United titates Departoont of CcHiasePoe.

£* .Iiirray, Rat C. Forecasting Corn Prices.



IKi^w all know, is *-y'^ ont inf I'-'^ntia] factor on price,

but senson*s supply, that ie, the production plus the carry-

over. Is of .rj.roater Influonco. Thus, the correlation ratio

between proauction and price of Say futures at Chicago for

the past eight years without removal of trend is -.905,

carryover and price is -.553, uain- production and cariTT-

over it is -.952, a vovj ni^^i correlation."

In Extension Bulletin I<o. 54, 1925,/5 published by tlie

Kansas State Collej^e of A£;rl<5Ulturo and Applied Science,

production in the five leadin<2 wheat producing countries is

given as an important factor in causinij the seasonal weak

and strong spots in the Kansas City market. The production

of each country is considered to have its ^jreatost effect

at the tine when its wheat is harvested and marketed. At-

tention is called to the fact that tiio thi'ee posni- le weak

spots in Kanscr City vyheat prices occur at those seasons of

the year when farmers in sc^ <* Uiportanf '-'-loat producinc

countries are mar-kotinG their vviieat the Iieavlost, and the

three possible stronc spots come at t>)08e times during the

year when wheat supplies fron competitor countries are

llGht.

Timoshenko/4 atiidied production factors and also in-

3« Kansas otate Co: " icultUxO and Applied
ocionce. 19^35. lilxtensic . .^ n Ho. 54.

4. Timoshenke, Vladi!r.ir. Tne Folo of Agricultural
Fluctuations in the Business Cycle. 1950.



duatrlpl prices In their roletionshlp to prices of pgrl-

cultiiTPl coEiaodlties. Ho found tl^t from the period 1867

to 1914 there wps p correletlon of -•734 between the volraa»

of pll crops Btid their prices. i''rom hla study of the re-

letion of pcricnltiirol to Induatrlcl trices the following

rro 3one of his conclusions: "l. A low rrtlo of e<*rl-

ci^lturpl to Industrlfil prices generrlly precedes or la

coincident with n business revlvel; c high rotio very

often occtiTs during periods of greet prosperity or flnah-

cipl stringency and precedes, or Is coincident with 8 re-

cession. These fpcts ^nrticrto thnt business cycles nuiy b«

caused. In ::?rrt, by cycles In the retio of pgrlculturrl to

Induatrinl prices. 2. A conperlson of business rnnpla

with ^-'-^e fluctuations of sevornl indexes of pgricultux^l

©ctivity, (such PS the index of the volume of cropa, the

retio of agriculttirpl to Industrlsl prices, nnd the index

of ftgricultursl exrjorta) demons tretea the dependence of

the business cycle upon ngrloultuml fpctors. 3. Cycles

In the physicnl volurw of crops gcnerete cycles in crop

prices. These cycles '.n crop prices, tliouf^h relcted in

some mepsure to cyclos in industrial prlcea, are not entire-

ly coincident with them. GonaoqT'Gritly, the rpt'o of pr;ricul-

turpl to inciuatrlfll priceo nlao iovgpIs cyclicrl fl\}.ctuablai3.

4. The role of Pgriculturnl fluctuotiona as the direct or



indirect cause of the businose cycle in the country has

boen of great importance, especially durlnc ^^^e forty years

befOTe tlie World War."

The United States Departiaent of Acriculture, Bureau of

Agricultural Scontxnics, issued the following sfcitenient in a

pamphlet published in July 1930>/5 "In the past 10 months

i^aat prices have fallen faster than the general price

level as they did in the depression of 1920. Any marked

dssllne in tl^e £joneral price level is likely to be accom-

panied by a decline in wheat prices unless the supply of

rtieat beconses quit© short in the face of a general price de-

pression. In 1924 a short worll crop followed by a short

crop In the United States in 1925 resulted in two seasons

of relatively high prices for wheat, but these two seasons

have bsOTi followed \jj successively lar^^er v7orld crops and

incroasinr^ carryovers until 1929. Tjxt;z^ wheat stocks and

the decline in the general price level more than offset the

influence of the world crop reducticai in 1929«"

Ho studies were found dealing with the effect of ex-

ports, visible supply, or condition of the growing crops

but these factors are generally accepted by writers on

5» '?heat Pacts. The United States Department of Agri-
culture. Bureau of Agricultural I^conwaics.



wheat prices and the erain trade.^, ^, ^
prippoj^i: OF STUDY

This study has beon :;ade with the purcose of determln-

Inc the raonths of TMizlmjjn effectivonees of certain pric«

making factors on the price of wheat at Kansas City. The

factors studied v*erG: 1. Ka!i:^us production; 2« Tlie

United States spring v/heat production; 3. Canadian pro-

duction; 4. Ar^ontine r,lu8 Australian production; 5, Ex-

ports from cacpetin^ couatrloa; 6. Canadian exports;

7. Conn-odlty prices; 3. The United titates visible supply;

9. "Kie condition of t>o -rovrln crop.

Production and export factors are (;;enerally considered

by the i^rain trade to have their greatest seasonal effect

at times when they are nost In evidence. Kansas production

Is considered the principal cause of the seasonal "weak

spot" in June to Septeniber; Canadian rroduction and Cana-

dian exports the principal causes of tJie seasonal ".veak

pot" In Hovcnihor and Deoembor; and Argentine pliia Aua-

trallan productlcai the principal eause of the seasonal

"weak spot" In February to Harch. The United States spring

G. Stanford University of California, 'meat Studies
of the Pood T?esearc:a Institute. 1928-50.

7. HanB3»tt, Theo. D« Bureau of Foreign und Domestic
Comraerce. Factors in Wheat llarketlng. 1927.

8. Green, R. M. and Stokdyk, E. A. Judcing Price
Risls in Marketing \yheat. 1927.



iiat crop and the eT'norts from tho comjietlns cotmtries of

Canada, Australia, inaxa, iirypnz}. , ^nd Russia are con-

sidered to be the most laportant factors affecting the sea-

sonal "strong spot" in September and October; Canadian ex-

ports and exports from coiap>e tinj]; cotintries are considered

the most important factors fiu.TcctinG the seasonal "strong

spot" in Januairy; and spring nill buying* condition of tho

growing crop, and the lack of heavy marketing are considered

the most important factors affecting the "strong spot" in

April az»l Bay, CoTmro-iity price irvX the United States

visible supply are ©xpectod to exert their greatest sea-

sonal influonce fpor- April to June when other factors are

less in evidence.

This study nieasures the effect of the variation in

laportance of t'-i,^?:« various factors frora year to year and

attempts to detormine the periods at which each foctor has

ItP greatest effect on tlie general price level of wheat.

..xu any of the factors tiie aM^socal Influence and the in-

fluonce on the price level caused by a variation in th«

importance of the factor come at the same tlaM*

The information obtained should be of value in fore-

easting by doterrrdnin^: in which nonttis to expect the great-

est effect from tho factors atudiod. For example, if

Canada has a short crop or a lar^e crop, at what time will

tills factor have tlie largest Influence on prices in Kansas



city?

np vmnr-rsrrrrp'^

Ttio jpacices tak«& icoa by Bonths for Ho. 2

hard winter vrheat at Kansas City as cotapllod from tlie

Kansas City Grain Ravlaw* Data for production factors, the

United States visible supply, and coniition of the jl^c . .

crop were taken fvcai the 1930 Yoar Book of the United

States Department of Agriculture. Data for export factors

wore taken frwri the Chicago Board of Trade Year Books.

Correlations wore worked wit between tiie various factors

and price for the 21-year period froc 1910 to 1930 inclu-

sive, and for a 16*7«ar period from 1915 to 1930 inclusive

(wilii the exception of eoiaaodity prices). In the 21-yeer

period there was a large inorease in both prices and pro-

duction du« to increased deiaond and price inflation caused

by the ^orld ^ar and for that reason the 16-year period is

considered more satisfactory. A sufficient number of

months are used in each case to nwasurc the croat'^st effect-

iveness witdiin the crop year beginnins July 1 and ending

June 30. The decree of effectiveness as between inonths is

determined by a oociparison of the coefficients of correla-

tion. !nie larger the coefficient of correlation the great-

er the efrectivoness indicated and in -.ost cases the re-



liability of results is supported by other evidence. .'ith-

out supporting evidence the aize of some of the coefficients

obtained vould be too nnall to have tmieh significance, but

it is impossible to fully eliminate the influence of all

other factors actin^j at tixo same tine.

The central thezne of tino study is not the net quan-

titative effect of each factor but the tiine of hi«::;hest

correlation between the factor and price»

Till? K^tlSAK C^OP

During the period from 1910 to 1930 Inclusive, the

size of the Kansas crop variod frarr 41 million bushels in

1017 to lai million bushels in 1914. Prices v?cre tak^i

frora July 1910 to June 1931 inclusive and varied frcsn 73

conta a bushel in February 1951 to #3.42 a bushel in lay

1917.

Harvestinc of the Kaneae crop coosee taoetly in Jvme and

July and marketing is heaviest during July, /.u ust, and

September. Proo 1909 to 1925, 17.08 per cent of the Kansas

wheat crop was marketed in July, 13.42 per cent in Aujust,

and 11.48 per cent in Sept ^bor, naking approxinately 47

per cent for these three months* Since the introduction of

the cotablne there has been a shifting of narketin^ to the

earlier aonths of tliis period.
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This heavy TnnrTrotln- occurs during; the first "weak

spot" or from June to iioptember and la considered by the

grain trade as the most Important factor causinc the weak

spot. T!-il8 ie true because Kansas production Is the lar-

ijest In the southwest and otJier southwest production Is

aiarketed alon^ with it*

Coefficients of correlation between price and produc-

tion were worked out for eacii month of the year, first fw

the 21-7oar period froB 1910-11 to 1930^31 inclusive and

later for a 16-year period from 1915-16 to 1930-31 in-

clusive*

Table I shows the coefficients obtained for each Bonth

and for each of the two periods. It will be noted that

somewhat hi{3her negative correlations were obtained for the

16-year period than for the 21-yeap period. This is ac-

counted for by the fact that, in 1915, there was a large

shift in price levels, due to the ^orld War, which acted as

a stimulus to Kansas production. Prices and production

botii increased rapidly. For the first five years Kansas

production averaged 91 million bushels and for the last 16

years tlie production averaged 119 million bushels. For 1i»

first five years, prices in July, averaged |1»00 per bushel

but for the last 16 years prices averaged $1.77 per bushel.

For 21 years to b as satisfactory as 16 years, the secular

trend would have to bo removed.

jmiiiiiiiii



Table !•— The correlation of Kansas wheat production to
Kansas City price of No. 2 hard winter wheat.

eonth 21 Years 16 Tears

July
August
September
October
November
Decc:nber
January
Pebruajry
Sarch
April
May
June

f.02
-.04
f.06
+ .013
4-.04

+ .06
+ .08
+ .12
+.03
+.0001
+.0?
+ .01

•.20
'.35
-.10
-.25
•.20
•.20
••20
•. o3
•.27
-.30
..26
-.29

The months of hl^iest no^^ative correlation are August^

April, June, March, and Kay, In the order named. The co-

efficients for theee months nre not high but are supple-

mented with other evidence that tends to increase the re-

liability.

Figure 1 shows the relationship of these points of

aaxiittiSB effectiveness to the seasonal price fluctuations In

the wheat SMurket at Kansas City.

TKE UNITH) STATF? IJiG ',)H' jix uiiU?

The period frons September to October is one of the

seasonal "strong spots" when there is a tendency for the

price of wheat In Kansas City to advance. During September
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toore is & slackening: up of fche Esarkotlnc of the winter

wheat crop and a decline la exports fron compotlns coxm-

triea. These conditions are both favca*able Tor a price ad-

vance at o-.xb time* The United states spring wheat crop

ie considered an Important factor in tending to check this

advance*

The size of the United States spring wheat crop dur-

inc the period from 1910 to 1930 inclusive has varied frcm

156 millicwi bushels In 1916 to 356 million bushels in 1918,

or a difference of 200 million bushels between the soallest

crop and the largest crop. The avorar;e for the first five

years was 233 million bushels and for the last 16 years was

258 millicai bushels, Soowwhat higher correlations were ob-

tained by using 16 years than by using the entire 21 years

as shonn in Table II, Of the fall montiia, September has

the hiijhest ne^^iatlve correlation, October next, and Koveobor

third. Bey has ttie highest correlation of the 8ia*ing months

and July of the following year has a higher correlation

then any month of the eorrespending year.

Figure 2 shows the relationship of points of vuuiimm

effectiVvnesQ to the seascmal price changes in the Kansas

City raarket.
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Table II.— The relaticm of the United States aprlnc \-?heat
crop to tho Kansas City price of Ko. 2 hard
winter wheat*

Men til 21 Years 16 Years

August + .02 -.09
oepteraber -.06 -.23
October -.04 -.20
Koveniber -.07 -.19
Dece^:ber -.004 -.09
January -.005 -.07
February + .005 -.07
Kareh -.03 -.09
April -.09 -.15
ii«y -.16 -.27
JtBM + .013 -.16
July -.11 -.35
(Following July)

THB CAHADIAF ^"^^

Prc«3 1910 to 1930 incluaive, Canadian production

arled from 152 nillion bushols in 1910 to 567 raillion

bushels in 1928, or a 'iiffcronce of 435 nillion bushels

between tlie two extremes. Durtni; tiie first five years

the avera£;e production was 196 million bushels and for the

last IG years it was 345 million bushels. Tii© increase in

the size of the coefiicient of correlation for the IG-year

period over the 21-year period is due not only to cutting

•way fron the shift In both prices and production taking
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City market, and points of maximvim effectiveness for
the United States spring wheat crop.
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(a) See Pig. 1, Appendix.
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^H place In 1915» but also to the increase in importance of ^J
^H the Canadian crop* ^^^H

^H The £7eatGst activity in harvostlnc and marketing of ^^H

^H tjOB Canadian crop takes place diirin^ the period of the v^eak ^H
^H apot froa levaaijer to Deeesiber* Prc»n that time on mar- ^^^H

^m koting is loss but it is an important factor at all times* ^H
^m Table Ho* III shoss t^io hi^^est coefficient of corre- ^H
^m la tion in December and the next hi^est in October and ^^HH March* ^^H

^B Table III*— The relation of the Canadian crop to the price I^H1 of v;heat on the Kansas City market. ^H

: on til 21 Years 16 Tears .^^^

July ^H
^^B Auc;ust ^^H
^^^B'- September -.IS -.65 ^^^H
^^^B October -.17 -^GQ ^^^H
^^^K lorember -.19 -.08 ^^H
^^^B December -.26 -.78 ^H
^^B: January -.20 ••68 1^1
^^^K- February -.23 -.68 ^H
^^^B Ifarch -.25 -*6g '^M
^^K- April -.22 -*60 ^M
^^^K Say -.S5 -*63 ^H

June -.065 -*60 ^H

Figure 3 shows the relation of i^oints of mazimiiis cf- ^H
^K fectiveness to the seascaial price fluctuaticaia in Kansas ^|

--' "--»!*.'.

City prices* m
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THE /; TLIJS ATJSTRALIAH P^ •'ICR

The cotibined productlcai of Argentina and Australia

varied from 194 million buahols in 1914 to 486 million

bushels in 1950^ a dlfforenco of 892 aalllion bushels b©-

tv«en the largest and the smallest crops. The average for

the first five years studied was 232 million bushels and

for tlie last 16 years was 334 nillicai bushels*

Harvest in Argentina and Atistralla begins in Deoenbor

and January and the marketing 2-eaohos its peak in February

or March. The creates t seasonal effect is expected to oc-

cur in February and March, during the "weak spot" occurring

at that time but the coefficients of correlation obtained

show that the effect increases as the season advances and

reaches its highest in Say. It is possible that tl^iis effect

on the seasonal change in price comes a little later than

the period of heaviest aarketlnc beeause Aapgentina puts r.uch

wheat afloat unsold for want of storage ro<»n and It has its

greatest effects en price when it begins to pile up in im-

portint" countrios.

Table Ho. IV shows the coefficients of correlatitm be-

tween the cwabined production of these two countries and

prices of wheat at Kansas Cit^ for 21 years and for 16

years*



Table IV.— The relation of Argentine plus Australian pro-
duction to Kansas City vheat prices*

19

Months 21 Toars 16 Years

July
August
September
October
Hovombor
December
January
Pebrvapy
larch
April
K«y

-.01
-.11
-.16
-.20
-.21
-•26
-.28
-.06

-•50
-.64
-.64
-.G7
-.58
-.72
-.74
-.09

Fiijure 4 shows the relation of points of maxioian ef-

fectiveness to the seasonal fluctuations in the Kansas City

price*

CAMADIAH EXPORTS

Table V shows a coapariaon of Canadian exports for the

first five years of the period studied with the exports of

tlie last 16 years of tiie eame period. It also p' r>vrs dis-

tribution of exports by mcntJie which is approxlj-iaLely the

maoe for the tsro periods thouf^h the totals are different.

Exports are hij^st in Octob-^r, Hovember, and December, and

lowest in Janviary and February. Iterch showw an increase
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over January and Febriuiry and is also hi{^er than in April

but the main pick-up in the spring is in liay i^itti the

opening ctf the Great Lakes to navigation.

fiable v.— Avwx^G* «onthly exi^orta from Canada, 1910 to
1930 inclujsive.

IIen til

1910 -to 1514
5 year avora£;e

191S to 1030
IC year avoreoe

July
Au^vwt
i>epteiabep

: QT
Deoemoer
January
Februairy
March
April
Fay
Jun«

5*1
4*2
3.3

10.3
14.7
13.1
2.8
2.4
4.9
4.2
3.3
5.3

12.4
10.9
10.3
23.5
35.0
33.6
0.5
7.9
9.7
6.2

17.7
IG.l

Table VI shows the coefficients of correlation ob-

tained for a 21-year period and for a 16-year rsorlod. It

is interesting to note hov? tlie r.ontjis of maxiiauRi and nin-

iffium effectiveness correspond to the mon&is of greatest end

least exports. In October, the month of liighoet correla-

tion, tiie average exports are less ttian for Hovembor and

Decc:.-bcr but the increase of October over September is imieh

greater than the increase of the otlier months over the pre-

ceding month. Also raany of the export sales of each laonth

are made in the preceding month.
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Tabl« VI.— Tho relation of Canadian exports to Kansas City
prices by months.

Month 21 Years 16 Yoars

-.16 -.47
+.000 -.45
-.13 -.50
-.27 -.73
-.20 -.60
-.08 -.49
+.16 t.27
-.13 — • J-i

-.10 -.40
-.27 -.43
-•09 -.38
-.056 «.4i

July
Auf^t
September
Octobor
Ho7ai2d>or

January

April
May
June

Figure 5 shows the relationship of Canadian exports to

tlie 8tron(]: points and weak points of the Kansas City o^rketi

They are most important in influoncinis the "strcnc spot" in

September and Octobor and least important in influencinc

the "stronr; spot" in January*

EXPORTS lemm C ccm'mi^js

For this study tiie combined total exports from Canada,

Arcentlna, Australia, India, and Russia, the five prin-

cipal competing; countries, wore used. A study of Table VII

shows that the average for tlie five-year period from 1910

to 1914 inclusive was nearly the same as for the 16-year

pen.lod fron 1915 to 1930 inclusive. In fact, the averages
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1, 2, 3, Seasonal "strong spots" (a^

4, 5, 6, Seasonal "v/eak spots" (a)
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o
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{:- Points of raaximim effectiveness

-.8

Figure 5. — Seasonal "strong spots" and "weak spots" of the Kansas
City market, and points of maximum effectiveness for the
Canadian exports.

(a) See Fig. 1, Appendix.
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for Au^^ist, i^opi^ercccr, rel^'u- ry, March, and April were

Isr :or for the five yoarc than for the 16 years*

For the 16 years, the poriod froa which concluaions

were drftwn, the lil^i mcsiths for exports were the same &•

for Canada, being October, Hovember and Deoeraber. October,

however, is the hi^liest of the three. Janu&rj shotsB a de-

cided falling off of exports and is the lowest laraith of the

year. Tnis is due to the decided dropping off of Canadian

expo;>t8 at this tiiDS*

Table VII.— The Qvorage raonthly exports T
coxjntrlos, 1910 to 1930. (In ; .

ins
bushels)

Month
1910 to 1914

5 year avorage
1S15 to 1930

16 year average

July
Aui^ust
Soptomber
October
Kovcniber
December
January
February
March
April
May
June

2B*0
26.2
27.3
35.2
32.7
26.7
26.3
34«7
42.1
38«1
39«5
33.0

29.0
22.7
20.3
45.2
45.3
44.6
29.6
33.0
36.2
31.7
59.7
37.4

Table VIII shows tliat the coefficients of correlation

for the 21 years and for the 16 years are practically the

same, belnf Mgher for part of the raofittE >-> ^'^o 21-year

period. The results differ in this respect from the re-
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aults obtained with other production and export factors

studied, and tills Is duo no doubt to the fact that the con-

bined exports were fairly constant for the entire period

fro?T! 1910 to 1930.

For the fall and winter months the coefficient of

correlation is hi^^hest in OctoTr-^r, next highest in Hovember,

and third in Decoiaber, corrsspcsaain^ identically to the

months of hi-^liest exports. January the monti^i of lowest ex-

ports shows little or no correlation. October shows tti«

hic;he8t correlatl<m of any maath of the year*

The coefficients for July, Axi^^at, September, snA lay

are ccmparstively snail, indicating either that exports

are of less importance for tJiose months or that other fac-

tors are of vmdi grctitor importance.

Table VIII. Relation of exports from competing countries
and price of So. 2 hard winter tfheut at Kansas
City.

Month 21 Years 16 Years

-.075 -.18
-.10 -.15
—.34 -.£7
-.36 -.59
-.22 -•43
-.06 -.41
+.07 f.03
-.24 -.30
-.40 -.40
-.44 -.42
-.30 -.27
-.19 -.41

July
August
September
October
Hoveinber
Deeember
January
Februajry
March
April
lay
June



Figure 6 shows ^^^ relations Ip of ;olnts of sazimaB

effectiveness and the eeaconal chan^^es In Kansas City pri-

ces*

?mOLESALE COISMODITY PPICES

'!?holesale oaamodlty prices were talcen froa ^e United

States Bureau of Labor Index and because of the hl^^ cor-

relations obtained for 21 years, the 16-yeap period was not

•tudled. Also because both factors have to do with prices

and are largely Influenced by the same external conditions.

Table IX shows that the ooefilclonts of correlation

are slightly hl^jher for the suxaEser ana fall montiis, cor-

respmidlnc to the rsonths of heaviest mill grinding.

This is the only factor studied on the demand side and

Is the only factor showing consistent plus correlations*

Tlie closeness of relationship corresponds very closely with

the results of the other studies on relation of wheat prices

to conimodlty pricss. (See Fig. 2, Appendix) The trend of

Ott-Tiodity prices in csj^o^al Is particularly Important in

affectine mill buying which is U8t»lly raoat active in

Septeniber and October and again in the spring in about Slay.

FlGure 7 shows the relation of points of maxixaum ef-

fectiveness to the seasonal pi'lce changes in Kansas City.
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1, 2, 3, Seasonal "strong spots" (a)-

4, 5, 6, Seasonal "weak spots" (a)

1

J

2

3

..1

* Points of maximum effectiveness

-.7

Figure 6. — Seasonal "strong spots" and "weak spots" of the Kansas
City market, and points of maximum effectiveness for
exports from competing countries.

(a) See Pig. 1, Appendix.

UNIVERSAL CROSS SECTION PAPER
• ' '

'



28

1, 2, 3, Seasonal "strong spots" (a)

4, 5, 6, Seasonal "weak spots" (a)
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6
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^
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K D M M

u
o
o
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+ .3!

03

O
;

<*-\ +.5
o
o

-«• Points of maximtun effectiveness

Figure 7.— Seasonal "strong spots" and "weak. spots" of the Kansas
City ir.arket, and points of maximum effectiveness for
wholesale commodity prices.

(a) See Fig. 1, Appendix.
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Pable IX.— RolatlOTi of wholesale cosmodlty prices to Kanaaa
City v/heat prlcoa»

29

Xcnths 21 Years

¥i»91
¥,.38
4..92

..92
4..04
^i.91
+ ..86
t..37

t«.88
*,.S3
*,,90
+..89

July
Au^us t
Septeaber
Oc tober
BoveDber
December
January
Pebrv^ry
ar^
April
itoy

JtVBM

COHDITION OF TllT. G^ C^OP

toly two months of each year vsre studied witii ttiis

factor. These two months cot» Just preceding the harvest-

ing of the Kansas crop. During other months of the year

ths condition of the ^ov;^in£; orc^ is considered but with

less importance attached.

Table X ahoaa a nogativo correlation for May, but a

slight positive correlation for June. Hay is probably

more sensitive^ due to t±ie fact that ttay futures are closed

out at ti'iis time. This may cause an exa^<;^erated eflect in

Kay that results in an opposite reaction in June*
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^^^^^F^Table X»«»The rel&tion of Uie condltl on of the growing "M
^^^^B crop to Kansas City prices. m
^^^B Month 21 Years 16 Years ^|
^^^i May ^1^^^^M Jitna *.04 4.20 ^B

^^^H; UIII1^3) STAT'n vrninT.^ SUPPLY i^t

^^^^B Table XI shows that the Onlted States visible supply '^H

^^^^K for the period studied avera(^d t^e lowest in July and ^^|

^^^^B frcra that time on Gradually increased until a peal; vras 19
^^^^K reached in Deoenber. After Deeember there «a« a continuous ^1
^^^^K decrease xmtil the next July* 1
^^^^B Table XI.— The avera^jo United States
^^^B mm^M, 1910 to 1930. (In

visible supply by ^H
-nillions of buishels) ^H

^^B Month ^"^ ^^^^ 1915 to 1930 ^^1
^^^^P 5 year averaise 16 year average J
^^B July 25.0 33.6 ^1
^^B Au(;;u8t 33.3 47.4 ^B
^^B September 42 .4 71.0 ^B
^^B October 54.8 85.7 ^B
^^B Hovember 64.6 93.2 a
^^B December 72.3 04.7 1
^^B January 66*7 85.7 "
^^B ?ebi'uary 62.2 73.5
^^m March 53.5 72.2 ^B^H April 53.7 63.7 ^^"^H May 43.8 52,0
^^B '^^^^ ^•^ 42.4
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Table XII showa that tho hlchost coefi'iclents of cor-

"relatlorxE for vlclblo supply were obtalnod for the sumaer

and fall months «?hen the crops in Korth America are being

harvested. The highest coefficient is in July and frcxn that

tine there is a gradual decrease until January, decreasing

as the harvesting period draws to a close. Beslnning In

February the coefficients are small but thej £:rad\ially in-

crease (with the exception of June) as tJie be^lnnine of th«

next crop year approaches.

Contrary to most factors studied, the size of the co-

efficient is hlcJiest during ncaaths when tSie size of the

factor is lowest. This is due to tiM fact that in the be-

ginning of the crop year the visible supply is an important

part of the carryover fron tlie previous year and it coiaes

into direct cocspotitlon with the new crop at a tixae when

the market is trying to establish itself

•

Figure 3 sho«fs tho relation of points of naxixnum ef-

fectiveness to seasonal price fluctuations on the Kansas

City market*

stnoiAirr and cohcixjsiom

Kansas Production* The coefficients of correlatiwi ob- ^^
tained indicate that the months of maximuos effectiveness of ^^H

Kansas pro-luction are August of the sxmmer and fall months.



Table XII.— Relation of tho TJnited States visible supply to
Kansas City wheat prices.

Montii 21 Tears 16 Tears

-.31 -.45
-.30 ••45
-.22 -.42
-.19 -.35
-.07 -•25
-.08 -.12
+.07 -.06
-.013 -.18
-.07 -.20
-.10 -.20
-.26 -.38
-.19 -.29

July
Au^just
Septcmbor
October
Hovenber
December
January
February
March
April
May
June

and April of the spring months. These conclusions are sup-

ported by the followia/j facts: 1» August ia the month in

which the heaviest tsarketin^ of Uie Kansas crop has oc-

curred duz'ing moat of Uie period; and 2* April is tha

month in whieh Kansaa City rooeipta of «dieat aire moat fre-

quently the waallest*

The atudy not only aupporte t^e ocntenticn that tha

Kansas crop is n;ost important during the seasonal "«raak

apot" frcn Juno tc Siq^tuMibai' ^ and the seascnal "strcsig

spot" April and Hay, but also indicates that there is a re-

la tiai between. Gio size of the crop and the degree of in-

fluence on price. A snail Kansas crop v;ould tend to make
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Figure 8.— Seasonal "strong spots" and "weak spots" of the Kansas
City market, and points of maximum effectiveness for the
United States visible supply.

(a) See Pig. 1, Appendix.
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>lla» In Jujj f^i^ j^u^uat less ^ml tixe lncroQ«« la

April and 9mj Sffmtar. The reverse Is true for a larce crop.

The United states byvlxxj?. ISa^t ProfAuctlop# Coeffl-

oients of correlation obtained* tc;;ot>:er ,?lt^^ siip-crtlri^

evidCHacOf snow that th« Unltod states spring shsat crop

has ita greatest effect m S^tntadber and fltey of tibe oor«

rcc o inc «Piiip years and in July of t^^e followint^ crop

year* ^optedbor oorz*esp(»ds to ttis period of harvesting

and heavy RarVetlng of ttw spring tfheat crop and mof ds*

oroass or Inorsass in iibm siss of ths spring irti^t oi op

tends to clieok or favor ttks advsiios in ssasonal prices

which usually oocurs at ttmt tlas* The sfieot in Bay sad

th» following July raist be attssottted ti» by tibs earryover

as lSa.y and July are at the ends of tiie crop year for srrrlnG

xtiiout, Tiie sise of the coef;flolont8 for tUM other stonths

indicate tiiat ttie spring ilisttt crop is a relatively unlia-

portant factor for t^oss months*

Canadian Production * Tlie £7eatest effeot of Canadian

production ooaass in Dsoseibsr* Dsesi^er is at ths and ef

the fall period of active sMirketing and harvesting of ths

Canadian crop and is also tho seasonal low point far Winni-

peg prioos* Cash imsat coss to a discoimt un^r fim Msy

future durinc this month as tiio closing of ttom Imktm in

winter requires stora^]^ until spring* ttm dssrsassd affect
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in Januai'y and April can be accounted for by the deerease

In Canadian exports diix-inti those :-:onths.

TtiMt else of the coefficients which vary from ->,G0 to

a -.va indicatopthat a small Canadian crop can be expected

to be a decidedly favoraVle factor in checking declines and

In favoring: price advances, while a large Canadian crop can

be expected to have the opposite effect.

Arf^ontme rius Australian Production. Beginning In

Kovember, there is a o^adual increase in effoctlveness of

the Argentine plus Australian crops until a peak is reached

in May. This Is at least two months later than the peak

of aarketlng mid exporting, and comes at a period of the

seasonal Btroii^ spot in April and May.

The importance of Argentine and Australian praluction

on May prices res ats frow. its modifying effect on the size

of the increased s-.rin^ novocient of iidieat in May. The open-

ing of the Great Lakes starts the aoven«nt In Canada and

tiiere la a seasonal increase in market receipts in tlie

United States In Hay.

The coefficients of correlation vary frot- -.50 in

Hoveriber to -.74 in Hay, indicating that tiioso crop* have

been very important in their effect on Kansas City prices.

Canadian Exports . Prom February to September inclu-

sive, there is lit'lo variation in decree of offoctlvonoss
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of CanadlMi ©xporto ^"t vsltih a all-- '^ tenrAmnof to lQCZ*oa80«

For the yei^r, October Xu Uie m<xa%ii la wuicH Canalian exports

are moat effaotlva* Uovmsto«f eoaaa next follouo 1 ly a

2>«.i^ daoreaaa froe than uatll tha naait Patxruftry* January

shearing tho laaat* Altl^iou^^ Ootc^cr ranka ttilrd In total

Oanadler estrorta. It la tha ronth aban haary Canadian ax-

porta be«^ to pi up. ' "- fiva-yaar : oriod^ 1920-'21

to 1986»26» tha lacraaaa of October over Sapte83l>ar vaa 200

par eent but tho Inoroase of Vovodbar over October «rca only

10 p®!' cent.^Octo! ' "
'

'^

t"-;o rc-cnnl

"strcBg apot." Sept

Sacporte Frots Cc ,inr. Counti'l :.- « l"^© o<S7?^^'-'^•' ox-

porta froo the oeuntx^lea of Canada, Argentina, Au: : ^:.,

Xndla» and f.uaala, (^o« relations .ipa to Kanaaa City pricea

that ar^ very alrsil&r to. t-one of Canadian exports, being

.eat In October and next lil^ieat in HoveBi>er« This is

diie no doubt to the faeta ^.at Canadian exporta are In-

cluded ti*i.i ta&t: :, o r-^ - -' OX orta eouie at tJae aaeje tiiae

aa the peaks of the Canadian exports* The niontha of (p:>eat»

eat exporta ore October, Deeeuiber, and Sovember, ranking

in tl.e order named* She iaorea&e o^ October over i^c r>

ia mMeh. greater tbaa tbe iaereeae of any other mont

the preeeding aonth and, of oourae* piurohaaea and a:— . .„

9* QrSitt, It* H* and stokdyk, e, a* J : Price
Hloia m larketinc V-'heat* im^''. r-, 7^ ji^. ^,



export are Bmde sosetime ahead of actual •acport. Th« highor

correlation In April is due to the Increased spring move-

ment of Canadian wheat in April and to the fact that in

April there is usually a seascsial increase in European im-

ports.

TTholesale Cotaisodity Prices > The rolntlons-^lp of whole-

sale oaaDOdity prices to Kansas City shoat prlcco is hi£:;b,

the coefficient of correlations varying frcaa a plus .86 to

a plus •94« This difference is slii^ht and is hardly enough

in degree to indicate any £proat difference in points of ef-

fectiveness, liay has the highest correlation of the Qonths

from January to June inclusive and January the least* For

the period July to Decerabor inclusive, Rovomber is highest

and August the least* For the 12 ment^is, the period from

July to December shows hi^^her correlations then the period

from January to July, The high correlations in Septcnbep,

October, and Hovember arc influenced by the fact that this

is ihe season of heaviest mill rprinding and the general

price situation affects the demand for flour and hence,

for wheat to bo ground. The correlation in May is in-

fluenced by a similnr situation with respect to spring trade

in flour*

Condition Of The arowlnj:; Crop. Only tivo lacnths were

studied with tliis factor. Tliey were May and Juno. The size



38

of the coefriciant in Hay inciioates a relationship and that

there is acae effect of Hay 1 condition report on May

prices. For June the size ot the coefficient is neGliclt>le

indicating that June 1 condlticm report is an uaaimportant

factor in determining June prices*

lSh»tM>ted States Visible Supply * Tlio United States

visible supply seers to have considerable effect from May

to October, inclusive, roacJUng the peak in July and August

during the period of the harvesting and marketing of the

laosas crop. From October to April sane effect is notice-

able but it is auch less than for the otiaer months* The

fact that the months of greatest effectiveness are the saae

as the aenaths of most activity in inarketing the Kansas crop

indicates that the United States visible supply riust be

serioiisly considered in determining the effect of a large

or small lUmsas crop. The visible supply is an important

p»pt of the carryover of old wheat and affects the following

year's prices especially at the beginning of the ci-op year*

The inportance of the visible supply in May is due to its

effect on ]»rices as open interest in May futures is being

closed out*

General Conclusions * 1* The hlc;h plus correlation of

eoiamodity prices and wheat prices shows that without oaieh

doubt the general price level of wheat is more closely re-

I
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la ted to the cornmodlty price level than to any other oxie

factor* 2« The ^-roatest seaGouul ciiect as considered by

the grain trade comes In nost Instances at the same tias

as the effect Indicated by tJie coefficients of correlation.

3. The consistency of the coofi'lclents of correlatltm in

being negative for all production and e:3tport factors in-

dicates at least sooe reliability in measuring t^^e degree

of effectiveness by use of coefficionts of correlations*

4* Decided shifts in both factor and r^rlce may decidedly

affect the results obtained and for txiis reason a short

period may be more reliable than for a long period.

5* Ro single factor can be considered alone for in any

given year its effect aay be offset by one or laoro of the

others*
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Table II««»KAnsft« v/lieet production*
(In millions of bushols)

Year Production

1910 61
1911 51
1912 89
1913 72
1914 131
1915 96
1916 99
1917 41
1918 93
1919 146
1920 141
1921 128
1922 116
1923 76
1924 153
1925 74
1926 150
1927 111
1929 178
1929 139
1950 159



Table III,— United L-tates sprlng^heat production.
(In millions cf buoholo)

Year Production

1910 201
1911 191
1912 330
1913 240
1914 206
1915 352
1916 156
1917 224
1913 356
1919 208
1920 2: 2

1921 215
1922 281
1923 226
1924 272
1925 275
1926 204
1927 326
1928 336
1929 233
1930 247



Table IV«— Canadl
(In mj

aat production*
.K/as of bushels)

Year ProductlOTi

1910 132
1911 231
1912 224
1913 232
1914 IGl
1915 394
1916 263
1917 234
1918 139
1919 193
1920 263
1921 301
192-2 400
1923 474
1924 262
1925 395
1926 407
1927 430
1088 567
1929 505
1930 396



fable v.— Ar::ontlne whoat p^c'"~^^on,
(In railliwiE of le)

Year Production

1910 146
1911 156
1912 187.4
1913 105
1914 169
1915 169
1916 00
1017 223.6
1913 180.2
1919 217
1920 156
1921 191
1922 139
1923 248.7
1924 190
1925 191
1926 221
1927 239
1928 307.4
1929 137.4
1930 271



Table VI*-«»Aus^ leat
(In nllllona of

-ticn»
ols)

Yoar Production

1910 9S
1911 72
1912 92
1913 103.3
1914 25
1915 179
1916 152.4
1917 115
1913 76
1919 46
1920' 146
1921 129
1922 109
1923 125
1924 164
1925 114
1926 161
1927 118
1928 160
1989 126
1930 215
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^^^^^^v^« XIV.— Ctxidltlon of growing crops.

^^^^^^^ U&7 S\me

^^^^B 30.8 30.0

^^^^H 1911 33.3 80.4 ^^^^^^H 80.6 74,3 '4H^^^^H 91.6 83,5 M
^^^^H 96.6 92.7 ^M
^^^^H 1915 :-Q*& 86.8 '^H^^^^H 1916 73.3 73.2 ^H
^^^^H 1917 G3.4 70.9 ^^M
^^^^H 1918 78.6 83.8 ^H
^^^^K 99.8 94.9 ^^H
^^^^H 75.6 78.2 '^H^^^^H 91.0 77.9 ^^1^^^^B 73.4 31.9 j^l^^^^H 1923 75.2 76.3

'"^^

^^^^H 83.0 74.0 9
^^^^H 77.0 6G.5^^^^H 1926 84.0 76«5 1
^^^^H 85.6 72.2 ^^^1^^^^B - 1928 74.9 73.6 ^I^H^^^^H 83.6 79.6 -^^1^^^^H 1930 76.7 71.7 fl

^^^^^^^B'

""''^SsTAr,
COLLEGE

^'^%/£^.


