
 

 

 

 
 

 
 

increase in ending stocks.  While old crop stocks are nearly as overwhelming 
as last year, they are still adequate.  Managed funds have built up a long 
position in anticipation of a China trade deal, which I think provides a selling 
opportunity for soybeans.  Informa is projecting a 9+ million acre increase next 
year, which would almost certainly raise carryout and lower price in 2020. 
 

Cotton had one important change – a 34 lb drop in yield to 799 lbs.  That 
equates to an 890,000 lb drop in production & in ending stocks.  While a 6.10 
million bale carryout is still the largest in many years, at least it’s moving in 
the right direction.  And if we’re able to get China back in the market, cotton 
futures would have some room to improve.  Maybe not back to 80 cents, but 
70-75 cents wouldn’t be a stretch for this market, with lower planted acres 
expected in 2020. 

 
 
 
 
 
 

 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

 
 

Friday, November 8, 2019 
 

No Major Surprises from USDA 
 

There weren’t many surprises from USDA in 
the production or WASDE reports this month, 
other than the release being delayed due to a 
network outage in Kansas City.  (True story!)  
Even more disturbing is that the corn market 
bumped higher immediately after 11 am, yet 
the report didn’t actually come out for 
another 10 minutes.  So who knew what?  I 
guess that’s for another day.   
 

 
The report with the most action was corn, 
though the changes weren’t overly surprising.  
USDA did not make any adjustments to corn 
or soybean acreage in Minnesota or North 
Dakota from the resurvey.  USDA did lower 
the national yield 1.4 bu to 167.0 bpa, which 
was just slightly above the average trade 
estimate.  The December report will not 
include production; the final US and state 
yields will be released in the January report.  
But as I said before the report, the most 
important numbers for corn were on the 
demand side.  USDA cut exports (50 mln), feed 
(25 mln), & ethanol (25 mln).  So that 100 
million bushel reduction basically offset the 
lower production, keeping ending stocks 
above 1.9 billion bushels.  On the table above/ 
right I’ve also included Informa Commodities’ 
2020/21 balance sheet estimates.  Assuming 
producers will plant 5+ million more acres to 
corn next year, it’s difficult to be bullish corn 
without a sharp weather issue somewhere.  
Futures bounced following the report, though, 
as managed funds were short over 100k 
contracts going into the report.  From a 
producer marketing perspective, if this market 
bounces a little more, minimum price or min-
max type contracts make sense to set floors 
while keeping some upside. 
 

The only change USDA made to the soybean 
balance sheet was a 15 million bushel 
reduction to the crush, with a subsequent  
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ARC/PLC Decision 2020 Update 
 

Many producers are contemplating the upcoming decision to choose a commodity program for the next two years.  The choice is 
between ARC – Agriculture Risk Coverage – and PLC – Price Risk Coverage.  ARC is an area-based revenue protection, while PLC is 
just price loss protection.  The deadline to make this farm by farm decision is March 15, and I am encouraging producers to use as 
much time as possible before deciding so that you can get as much price and yield information as possible. 
 

Contrary to the last program signup in 2014, the ARC program isn’t nearly as strong due to the 5-year Olympic average prices being 
significantly lower.  In fact, many crops have had MYA prices below the PLC Reference Prices, and thus have used that Reference 
Price to figure the ARC Benchmark Price.  Then, when you multiply the Benchmark by 86%, you get a very low ‘ARC effective price’ 
to figure the crop’s revenue trigger – see prices in red in the table below. 
 

The PLC program, on the other hand, offers producers a price floor.  Those floor prices are unchanged from the prior years, and can 
be seen in blue in the table below.  For the marketing year which we’re already 1/3 of the way through, the current MYA prices 
highlighted in gold would trigger a PLC payment, and corn would be close.  And some of these would be very large payments, when 
multiplied by the farm’s payment yield and by 85% of base acres, some crops would see very large payments.  So for most folks, I 
definitely see the crops in gold favoring PLC.  As for corn & soybeans, neither plan is likely to trigger a payment for the 2019 crop 
year, unless your county yield is substantially below the 5-year Olympic average.  But if planted acreage for corn and soybeans 
jumps as much as we think it might in 2020, PLC could provide a good price floor that ARC would not.  Thus, for most folks, I would 
still favor PLC for those crops. 
 

 
 

If you’re in question about which program would provide you the most benefit, I encourage you and your DCIS agent to visit our 
Farm Bill tools in the DCIS Ag Profit Oracle.  You can make assumptions and estimate what potential payments might look like with 
either program.  And I’ll be talking more about these programs this winter as well. 
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