Tuesday, April 11, 2016

No Help from USDA.
If you were hoping for help from USDA in its April S&D
Report to jumpstart the markets, that didn’t happen.
As somewhat expected, USDA did raise its US soybean
& wheat ending stocks estimates to go along with the
higher-than-expected March 1 Grain Stocks figures.
USDA also increased soybean oil carryout by 20% vs
March, which is weighing on the entire soy complex.
But USDA did not raise corn ending stocks due to
expected increase in ethanol usage during the 3rd & 4th
quarters. And USDA cut cotton ending stocks a
whopping 800,000 bales due to a big bump in exports
to 14.0 million bales – the highest since 2010/11! Here
are some world observations from this month’s report.
South American soybean production increased 5
mmt vs March (Brazil, Argentina, Paraguay, & Uruguay).
South American corn production up 3 mmt, with
Brazil up 2 mmt & Argentina up 1 mmt.
Record corn production for both Mexico & South
Africa.
Chinese soybean imports increased 1 mmt.
The only changes to Market Year Average prices in the
April report were to soybeans (down 5 cents) and
cotton (down ½ cent). Remember that the marketing
year for most crops ends August 31, so there’s still a
chance USDA will make some tweaks to these prices,
which will be used to determine PLC & ARC payments
for the 2016 crop year. Crops currently eligible for PLC
payments for 2016/17 are in blue.

Planting Intentions
A week and a half ago USDA released its first official
survey results for 2017 planting intentions, and it
showed that producers certainly intended to react to
market signals. First of all, total planted acres of the
top 8 crops are expected to be down nearly 3 million
this year – I anticipate those acres would go to hay or
pasture. The chart at right shows a huge anticipated
shift away from corn & wheat and toward soybeans &
cotton. Keep in mind that factors like spring weather
& price changes DO change these intended acres
almost every year. But as I said this winter, I hope
those planting more soybeans hedged those extra
soybeans when prices were higher, because on the
heels of a record Brazilian crop, we could certainly be
swimming in soybeans by this fall. I’ve liked at least
defending cotton prices, suggesting using options to do
so. For corn & wheat, despite large old crop stocks,
I’m OK waiting to hedge due to lower starting prices &
due to so many fewer acres getting seeded this year.
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Looking Ahead to the
2017 Growing Season
The table is now set for 2017. We’ve seen
USDA’s projections for planted acres, and now
that the March 1 Grain Stocks estimates have
been incorporated into the S&D tables, we’ve
got inventory numbers to work with to “start”
the new crop year. With market prices
depressed, most of us are wondering, “What
has to happen to get prices back up?”
This is the time of year I like to use out stocks
matrixes to examine the “what ifs” for 2017.
These matrixes for corn & soybeans start with
today’s 2016/17 stocks estimates, include an
estimate for next year’s demand, then calculate
next year’s carryout using different
combinations of planted/harvested acres &
yields. The quick way to look at these tables is
to know that green means “adequate” stocks –
1.8 billion for corn & 300 million for soybeans.
So given USDA’s intended acres of 90.0 million
corn & 89.5 million soybeans, we’d need a corn
yield under 168 bpa or a soybean yield below
46 bpa to give these markets a significant
upside boost. Granted, with plenty of carryover
these crops have some cushion, but as we’ve
seen in the past, we really just need a threat to
start the market higher. Whether that’s a delay
in planting or hot/dry summer weather, it
seems to happen at least once each year. So
have your marketing plan/pricing targets in
place for if/when it happens this year!
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