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Do Fundaments Matter?

U.S. Corn Average Farm Price and Days of Use on Hand
2005/06-2018/19, 2019/20 estimate, 2020/21 projection
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Global Economic Growth
Real GDP Growth, 1980 - 2025

Percent Change

10 -
8 1 /v“\
6 -
4 - V \
2 3 \ "4 —
0 1
-2 7
-4 - -
] )
. l
-6 -
-8 -
O=HANNILNONONO=NNILNONONO=NNILNONONO=NMNILNONONO = NMNTLN
000000 00000000000000 NN NNNNNNNNOOO0O0O0O000O0O0THHHHHEHAA=A=HNANANANNN
NN NNNNNNNNNNNNOO0O0O0O0O0O00000000000000000000
el e e e e e e e SN NN NNNNNNNNNNNNNNNNNNNNNNA
——\World —Advanced Economies —Emerging Market and Developing Economies
World Economic, Outlook, October 2020 http://www.imf.org EXAS A&M
http://www.imf.org/external/datamapper/NGDP_RPCH@WEO/OEMDC/ADVEC/WEOWORLD AGR[ LIFE

EXTENSION


http://www.imf.org/

WORLD ECONOMIC OUTLOOK UPDATE JUNE 2020

GROWTH PROJECTIONS

A Cirisis Like No Other, An Uncertain Recovery
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Emerging Economies Weighted Average Income, t-1,
and World Per Capita Grain Consumption
Brazil, Russia, India, China, Mexico, Other SE Asia*
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U.S. Corn:

Million bushels
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Annual Energy Outlook 2020
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Table: Table 7. Transportation Sector Key Indicators and Delivered Energy Consumption
Case: Reference case

Tl‘ansportation i DOWNLOAD
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Table: Table 36. Transportation Sector Energy Use by Fuel Type Within a Mode
Case: Reference case
Transportation Energy Use: Light-Duty Vehicle: Electricity X pownLoaD
Case: Reference case
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Energy Use: Motor Gasoline

Trillion Btu
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Table 35: Transportation Sector Energy Use by Mode and Type KEXAS A&M
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Corn Production:
South America and Black Sea
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U.S. Corn Acres

Mil acres
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US Average Corn Yield
1950-2020 estimate, 2021 projected
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2021 Corn Risk Wheel
La Nina

Probability

5% above trend:
184 bu, 346

5% below trend:
166 bu, 500

175 bu trendline yield, La Nina adjusted
386

TEXAS A&M
10/13/2020: 92.4 mil ac planted; 84.3 mil ac harvested; use 14,974 million bushels AGRILIFE
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AREA

YIELD

DEMAND

PRICE

Planted
Harvested

% harvested
Harvested acre

Beginning stocks
Production
Imports

Total Supply

Feed and residual

mil acres
mil acres

bu/ac
mil bu
mil bu

mil bu
mil bu

mil bu

Food, seed, and indL mil bu

Ethanol mil bu
Total Domestic Use mil bu
Exports mil bu
Total Use mil bu
Ending stocks mil bu
Stocks to Use ratio  percent
Days of use on hand

Oct avg of Dec futures
USDA SAFP $/bu
Reference Price 5/bu
PLC Payment $/bu

USDA USDA Welch
Final October  October
2018/19 2019/20 2020/21 2021/22
88.9 89.7 91.0 92.4
8l1.3 81.3 82.5 a84.3
91.5% 90.6% 90.7% 91.2%
176.4 167.5 178.4 175.0
2,140 2,221 1,995 2,167
14,340 13,620 14,722 14,747
28 42 25 25
16,509 15, 883 16,742 16,939
5,429 5,827 5,775 5,757
1,415 1,400 1,425 1,425
5,378 4,852 5,030 5,448
12,222 12,109 12,250 12,630
2,060 1,778 2,325 2,344
14,288 13,887 14,575 14,974
2,221 1,996 2,167 1,965
15.5% 14.4% 14.9% 13.1%
56.7 52.5 24.3 47.9
368 390 386* 386
5 3.61 |5 3.56 | S 3.60 | § 3.80
3 3.70 | 5 3.70 | § 3.70 | § 3.70
S 0.09 | 5 0.14 | 5 0.10 | 5 -

U.S. Corn

S&D
10/15/2020
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Do Fundaments Matter?

U.S. Corn Average Farm Price and Days of Use on Hand
2005/06-2018/19, 2019/20 estimate, 2020/21 projection, 2021/22 forecast
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Corn Market Factors for 2021

e Increase in corn acres; below trend yield

e Energy feed use steady to lower

e Fuel use increase (but not to previous levels)
e Exports face increasing global competition

e U.S. corn stocks to use lower

e Prices moderately higher

e Global Economy—recession impacts

e Trade—disputes, disruptions, uncertainty

e Weather

TEXAS A&M
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2020 U.S. Feed Grain Production

(million bushels)

Sorghum,
371 2%

Corn,
14,722 98%

AGRILIFE
Source: USDA, 10/9/2020 EXTENSION



Sorghum: Major Exporters
2019/20 and 2020/21

(million metric tons)
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U.S. Average Prices Received by Farmers
for Sorghum and Corn
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Sorghum—Corn US Spread and Export Sales
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U.S. Sorghum Acres

acres = 9542 + -114 trend + 1839 sor_corn spread, t-1 + -291 corn SAFP, t-1 + -11,481 C yield dev from trend, t-1
Prob(t) 0.000 0.03 0.06 0.283
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U.S. Wheat by Class:

Days of Use on Hand at the End of the Marketing Year
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HRW Wheat
2015/2016 - 2020/2021
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Hard Red Winter Wheat Export Sales

Metric tons
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U.S. Wheat Planted Acres

Million acres
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Oceanic Nino Index (ONI)

The CFS.v2 ensemble mean (red line) predicts La Niiia will continue through spring 2021.

°C National Centers for Environmental Prediction Climate Forecast System Version 2
2.0

Actual Measurements Predicted
1.5

1.0

El Nino
0.5

Neutral 0.0

La Nina -0.5

-1.0 Latest actual weekly
SST departure |
>0 1.4

-1.5
-2.0 -

DIF'20 JIM FMA MAM AMJ MJ JJA JAS ASO SON OND NDJ DIF'21 JFIM FMA MAM AMJ Ml

El Nifio/Southern Oscillation (ENSO) Diagnostic Discussion, October 19, 2020 TEXAS A&M
http://www.cpc.ncep.noaa.gov/products/analysis_monitoring/enso_advisory/ GRILIFE
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2021 July KC Wheat Futures Price Model = 5.10

¢/lb.
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2021 Supply and Demand
Balance Sheet

Sorghum Hard Red Winter Wheat
e Acres @ e Acres <&

e Yield § Weather/LaNina ¢ Yield ¥

* Production @ e Production @

e Domestic Use & e Domestic Use <~

e Exports @ e Exports <>

e Ending Stocks <> e Ending Stocks ¥

e Price e Price 9

* Global Economy—pace of growth
 Trade—disputes, disruptions, uncertainty

TEXAS A&M
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Net Whole Farm Income by Acres
2019 Financial Summary

S

500,000 465,928

400,000

300,000 289,784

’ 216,939 241,885
200,000 1@_( ' 183,267 189,459
135,659
100,000 6752
38,240
22,495 m—
0 I I I I I
(49,679) (53.806)
(100,000) (53,806 —
(86,489) (85,885) 15035 _
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acres 101-250 251-500 501-1000 1001-1500 1501-2000 2001-5000
—Low 20% -—All Farms -—High 20%

FINBIN (2020). Center for Farm Financial Management: University of Minnesota. ATEXAS ASM
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2019 Corn Summary Report

Low 20% All Farms High 20% Difference

Yield, bu/acre 162 178 191 +7%
Price (incl. hedging, crop | -, 40/, 4.21/bu 4.36/bu +4%
ins., gov’t payments)
Cost (incl. mgmt.and |, o, 3.94/bu 3.30/bu -16%
labor)
Net return | -$111.13 +$52.98 $208.39 +$139

FINBIN (2020). Center for Farm Financial Management: University of Minnesota.

TEXAS A&M
AGR[LIFE
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Mark Welch Extension Economist—Grain Marketing
JMWelch@tamu.edu
Office: (979)845-7677 Cell: (806)683-9981
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