
 

USDA Corn Stocks Largest Since 1980’s But Don’t Despair   Oct 4, 2017 

In the September 30 Grain Stocks report, NASS indicted final 2016/17 corn ending stocks were 2.295 

billion bushels. This was smaller than the average trade guess, but also the largest surplus since the 

4.295 billion bushels in 1988. That pile was a result of the old Reserve price support program, and was 

cut in half by the 1988 drought, bringing 1989 stocks down to a more manageable 1.93 billion.  

 

So much for the ancient history. One might expect that with all that leftover corn sitting around, and a 

2017 crop north of 14 billion bushels there would be quite a bit of price pressure to get it used.  USDA 

is in fact expecting something of the sort, with their cash average price range forecast of $2.80-$3.60 

for this marketing year. No part of that range is attractive, but the lower end would be brutal. The mid-

point is bad enough at $3.20, which would be 15 cents per bushel below last year.  

We can argue that price is determined more by the stocks/use ratio than the absolute level of stocks. 

Price is driven by relative scarcity and stocks can be larger without putting a lot of pressure on price if 

demand is also high. The projected US corn stocks/use ratio is NOT anywhere close to 1988 levels. 

The current 16.4% forecast would be similar to but a little tighter than 2005/06 at 17.45%.  The 

average cash price in 2005/06 was $2.00, which is deceptive because USDA paid out an average 43.5 

cents per bushel in LDP and MLG checks. Our previous research has shown that the average cash price 

is depressed by the LDP/MLG payment by design, to encourage more cash grain disappearance. The 

LDP adjusted cash farm price was $2.435.  Adjusting for inflation with CPI, that would be $2.94 today 

and within the WASDE forecast range. The relationship between the cash average price and stocks/use 

ratio is inverse, and shown nicely in the following graphic. 



 

How do we get the stocks/use ratio a little tighter, and thus get the cash price estimate a little higher? 

The first answer would be smaller 2017 production. There is certainly potential for USDA to trim their 

average ear weight as field samples hit the labs. However, the Brugler500 Index and the Virtual Corn 

Tour in August both suggest any such cut is less than 2 bpa, and might not happen at all.  

The other angle is on the demand side.  WASDE has feed use growing a modest 50 million bushels 

from last year, despite larger cattle, hog and poultry numbers. The issue there is record DDG 

production and an export market that is working hard to find a home for product that formerly was 

going to China. The current assumption is that a lot of it must be fed domestically at the expense of 

whole corn consumption. The corn feed use estimate is on the conservative side. The other big area is 

obviously exports.  The current forecast is the smallest since the 2012/13 drought priced the US out of 

the market.  

 

The reason for the low forecast is South American supply.  Record Brazilian production resulted in 

significant growth in September 1 stocks, and that corn is working into the world market in the Sep-

Nov quarter in competition with new crop US corn.  US export shipments in the first three weeks of 



the 2017/18 marketing year were 112 million bushels smaller than the previous year.  We are 

currently projecting 1Q exports of 380 million vs. 548 million a year ago but only 301 million in 2015.  

The rest of the year should go better.  Our current estimate for full year corn exports is 1.925 billion 

bushels vs. USDA at 1.85 billion.  

Where does the optimism about larger exports come from? World stocks outside the US and China are 

tight and while China has dropped prices they are still not cheap enough to be big exporters. To the 

degree things get tighter in the world market, the US has more opportunity to export. It isn’t just corn. 

Look at this projected world coarse grains stocks/use, which includes corn as well as most of the other 

feed grain substitutes except wheat.  While larger US production in the October report could screw this 

up, it is currently the tightest situation since 2012/13.  

 

Brazilian farmers are cutting back first crop or summer crop corn acreage in favor of soybeans and 

cotton. That is implicit in the world CG number above. It is worth noting that interior corn prices in 

Brazil got down below $2.70 per bushel, which definitely discourages planting more! As they did a 

few years ago, they will see if corn prices firm from October to March and then plant more safrinha 

crop corn if the opportunity is there. The second crop corn is more vulnerable to drought risk than the 

first crop. Lest we get too bullish, Argentine producers are planning on planting more corn this year, as 

it still looks relatively attractive vs. wheat and soybeans there. 

Do not assume from the above that we are calling a market bottom here.  December corn could 

definitely drop to $3.28 just on a triangle breakdown around the October 12 crop report. Weekly chart 

support is down around $3.20.  We’re just suggesting that there is little reason to take out the $3.01 

low from last year because of these global factors.  We are retaining long put coverage until we know 

for sure which way the chart is going to tip.  

There is a risk of loss in futures and options trading. Past performance is not necessarily indicative of 

future results.  
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