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U.S. Corn Supply and Use

2016 2017 2018 2019 2020
Area Planted (mil. acres) 94.0 90.2 88.9 89.7 91.0
Yield (bu./acre) 1746 1766 1764 1675 1784
Production (mil. bu.) 15,148 14,609 14,340 13,620 14,722
Beg. Stocks (mil. bu.) 1,737 2,293 2,140 2,221 1,995
Imports (mil. bu.) 57 36 28 42 25
Total Supply (mil.bu.) 16,942 16,939 16,509 15,883 16,742
Feed & Residual (mil. bu.) 5470 5304 5432 5827 5775
Ethanol (mil. bu.) 5432 5605 5376 4,852 5,050
Food, Seed, & Other (mil. bu.) 1,453 1,451 1,425 1,430 1,425
Exports (mil. bu.) 2294 2438 2065 1,778 2,325
Total Use (mil. bu.) 14,649 14,799 14,288 13,887 14,575
Ending Stocks (mil. bu.) 2,293 2,140 2,221 1,995 2,167
Season-Average Price ($/bu.) 3.36 3.36 3.61 3.56 3.60
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The Oct. WASDE continued the adjustments for the drought and derecho and
incorporated data from the Farm Service Agency (acreage reports). The
estimates are based on the crops as they looked around Oct. 15t. Based on
conditions as of Oct. 1, the national yield was lowered 0.1 bushels per acre, to
178.4 bushels per acre. Corn area was reduced by roughly 1 million acres.
That reduced production by 178 million bushels and lowered national production
to 14.722 billion bushels. Corn usage for ethanol dropped another 50 million
bushels for 2020, along with a 50 million bushel drop in feed and residual use.
But in the end, projected stocks declined to 2.167 billion bushels. The 2020/21
season-average price estimate rose 10 cents, to $3.60 per bushel.



U.S. Soybean Supply and Use

2016 2017 2018 2019 2020
Area Planted (mil. acres) 83.4 90.2 89.2 76.1 83.1
Yield (bu./acre) 52.0 493 50.6 474 51.9
Production (mil. bu.) 4,296 4412 4428 3,552 4,268
Beg. Stocks (mil. bu.) 197 302 438 909 523
Imports (mil. bu.) 22 22 14 15 15
Total Supply (mil. bu.) 4515 4735 4880 4,476 4,806
Crush (mil. bu.) 1,901 2,055 2092 2165 2,180
Seed & Residual (mil. bu.) 146 113 131 112 136
Exports (mil. bu.) 2166 2,129 1,748 1,676 2,200
Total Use (mil. bu.) 4,214 4297 3971 3,953 4,516
Ending Stocks (mil. bu.) 302 438 909 523 290
Season-Average Price ($/bu.) 9.47 9.33 8.48 8.57 9.80

[OWA STATE UNIVERSITY Source: USDA-WAOB
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For soybeans, it was lower production and increased new crop usage. Based
on conditions as of Oct. 1, the national yield was adjusted, but stayed at 51.9
bushels per acre, still a record level. Soybean area dropped by roughly 700,000
acres. That subtracted 45 million bushels to production and lowered national
production to 4.268 billion bushels. Exports were raised 75 million bushels for
2020. Combined with the earlier adjustments to beginning stock level, the
combined changes forced the projected ending stocks to 290 million bushels,
well below the levels for the past three years. The 2020/21 season-average
price estimate rose by 55 cents, to $9.80 per bushel.
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While the national average yield estimate remains a record, it was adjusted
down 0.1 bushels. Drought and derecho impacts continue to be factored in from

South Dakota to Illinois. Meanwhile, the northern and eastern parts of the Corn
Belt are bringing in record yields.
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Like with corn, the national yield estimate is still at a record high. lowa’s crop is
yielding a bit better than first estimated, but there was some reduction to the
lllinois and Missouri yields.



World Corn Production
2019/2020 2020/2021 Change from Change from
Country or Region estimate forecast September 11 2019/2020
---------------- Million Tons ----==========--

World 1,116.3 1,158.8 -3.6 42.5
United States 346.0 373.9 -4.5 28.0
Foreign 770.4 784.9 1.0 14.5
Argentina 51.0 50.0 -- -1.0
Brazil 102.0 110.0 - 8.0
Mexico 26.5 28.0 - 1.5
Canada 13.4 14.0 - 0.6
European Union 66.7 66.1 -0.2 -0.6
Serbia 7.7 8.0 0.8 0.3
FSU-12 55.8 57.0 -2.0 1.3
Ukraine 35.9 36.5 -2.0 0.6
Russia 14.3 15.0 - 0.7
South Africa 16.3 14.0 -- -2.3
China 260.8 260.0 - -0.8
India 28.6 28.0 -- -0.6

[OWA STATE UNIVERSITY Source: USDA-WAOB
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Global corn supplies continue to go higher compared to years past. But the
global estimates for this year’s crop continues to get smaller as the drop in U.S.
production is enough to overwhelm the little growth in the rest of the world.



World Soybean Production
2019/2020 2020/2021 Change from Change from
Country or Region estimate forecast September 11 2019/2020
---------------- Million Tons --------=-------
World 336.6 368.5 -1.3 31.9
United States 96.7 116.2 -1.2 19.5
Foreign 239.9 252.3 -0.1 12.4
Argentina 49.0 53.5 -- 4.5
Brazil 126.0 133.0 - 7.0
Paraguay 9.9 10.2 -- 0.4
Canada 6.0 6.0 - ik
India 9.3 11.2 - 1.9
China 18.1 17.5 -- -0.6

[OWA STATE UNIVERSITY Source: USDA-WAOB
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A similar story can be told for soybeans. Global production is still high. While
U.S. production fell, the rest of the world produced more soybeans in 2019. In
2020, both domestic and international sources for soybeans are on the rise. But
the estimates for 2020 are shrinking as the U.S. harvest continues.



Strength of the U.S. Dollar
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The U.S. dollar has been relatively strong over the past five years. The
economic decline due to the COVID-19 outbreak accelerated that strengthening.
The data since May shows a reversal of that strengthening, providing a break for
U.S. export markets. However, the U.S. dollar still remains strong against
selected currencies, including our main competition in South America.



Soybean Export Sales
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The 2020 marketing year starts off with a bang in export sales, as we start off
with over 1.6 billion bushels already sold internationally. Six weeks in and we're

90% of the way to last year’s total.



Soybean Export Shifts
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China is by far the driving factor here. Sales to unknown destinations are also
up sharply and those sales mainly end up in China as well. Movements in our
other large markets have been more subdued and dwarfed by the Chinese
actions. But it is encouraging to see growth in our smaller markets, as seen
here with the “Other” bar, representing soybean sales outside of our top 6 export
markets.

Just a general note for those viewing my presentation slides, in these export
shift slides (corn, soybean, beef, and pork), | use the same basic set-up. The
first six bars (with the individual country names) are currently our top 6 export
markets for the commodity (so you will see a different list of six countries for
each commodity). For the crop slides, the 7t bar is labeled “Unknown”,
covering export sales that are currently marked for unknown destinations (For
example, a multinational company may purchase corn to be shipped in three
months, but they are not sure whether they want the corn delivered to Shanghai,
China; Seoul, South Korea; or Taipei, Taiwan. In those cases, the sale is
marked as unknown destination. Once the company decides on the port, then
the sale is transferred to the appropriate country.) The next bar is labeled
“Other” and it represents the export shifts from the rest of the world. And finally,
the last bar presents the total shift in export sales and shipments from the U.S.
to the global market.



Corn Export Sales
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The export start for corn is positive as well, but the gap isn’t nearly as great.
Still, 1 billion bushels of export sales to start the marketing year is a good sign.
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But here’s the major difference, China is now our leading export market for corn.
Sales to China account for nearly 40% of all corn export sales. But it is good to
see growth beyond China, with Japan, Colombia, and South Korea in the mix.



U.S. Meat Production & Prices
2020 2021
Change from Change from Change from
Item Estimate September 11| Forecast September 11 2020
Production = e Billion Pounds -----------------
Beef 27.14 0.09 27.37 0.01 0.23
Pork 28.16 -0.08 28.51 0.07 0.35
Broilers 44.60 0.05 45.06 0.04 0.46
Turkey 5.74 0.03 5.77 - 0.03
Total Meat 106.39 0.10 107.46 0.11 1.07
Prices eeemeeeeeeeene Dollars per cwt --------e—-eeee--
Steers 108.71 1.44 114.00 2.25 5.29
Hogs 43.25 3.88 46.50 2.25 3.26
~--eeeeeeeeemeee Cents per pound —---------------
Broilers 70.8 -0.1 78.8 -3.5 8.0
Turkey 106.1 0.3 105.5 0.5 -0.6

IOWA STATE UNIVERSITY
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Feed demand for corn, soybean meal, and distillers grains was being supported

Source: USDA-WAOB
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by record meat production. The 2020 projections were reduced earlier to

account for COVID-19 impacts. Pork took another step back in the October
report. The 2021 projections display a significant rebound in meat production
and a return to record production. But the longer-term action in livestock and
meat will depend on the ability to move meat from the farm/ranch to customers,

both domestic and international.

13



Beef Export Pace
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The beef export market continues a steady beat higher and has finally caught up
to the sales pace for the past couple of years. Last year at this time, we saw a
sizable drop from Hong Kong as political unrest spread there. That drop is still
being felt in beef sales to Hong Kong today.
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South Korea had been the market to watch over the past few months. They
slipped into negative territory, joining Hong Kong and Mexico, but have been
rebounding and returned to positive territory. Beef sales to smaller markets
remains strong, with China being the major growth market.



Pork Export Pace
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Pork exports are still being driven by the African Swine Fever outbreak in China.
Pork exports surged in 2019 due to ASF. And that surge continues today, as
pork export sales are running well ahead of record pace.
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While China represents the lion’s share of the growth, other markets are positive
as well, including Mexico, Japan, and Canada. Arguably, meat export demand
holds the key to corn and soybean demand growth both short- and long-term.



. Ethanol Exports
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Ethanol exports were at record levels prior to the trade fights. And while recent
data (latest monthly data is for July 2020) showed a rebound (the largest part of
that jump in February comes from India), the combination of the COVID-19
outbreak and the lower oil prices are limiting export markets. The data for
March-May confirmed that. But since May, ethanol exports have stabilized.
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The weekly ethanol production data shows the significant decline in ethanol
production earlier this year. The decline was nearly a 50% cut in weekly grind
for corn. The combination of lower fuel usage, due to COVID-19, and larger oil
supplies, due to the Saudi Arabia-Russia dispute, was a double-barreled hit to
the industry, forcing some plants to idle. The data shows the recovery seen thus
far, as corn grind bounced back above 95 million bushels per week. The ethanol
industry has brought back roughly three-quarters of the capacity shutdown
during the virus outbreak. However, there is normally a seasonal dip that occurs
in the fall.
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Ethanol stocks had risen to record levels. With the reduction in travel across the
country due to COVID-19 and the ongoing oil production fight between Saudi
Arabia and Russia, fuel prices fell and fuel stocks rose. The re-opening of the
economy has helped boost fuel demand and led to a recent pulldown on ethanol
stocks. With areas of the country re-open for business, fuel usage has
increased, providing opportunities to bring ethanol stocks back down to
manageable levels. The drop, thus far, is over 300 million gallons, putting
ethanol stocks near their lowest level in 3.5 years.



... current Corn Futures
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The season-average price estimate for corn (the large number on the graph),
based on futures prices, for 2020 has increased over the past few weeks.
Based on ISU’s 2020 production cost estimate of $3.32 per bushel, current
prices put corn margins back above zero.
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New crop soybean pricing prospects are exceeding what 2019 had for us. With
2020 projected cost in the $8.70 per bushel range, new crop soybeans have
popped up above breakeven.
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The 2019 marketing year did offer some profitable opportunities, before sliding

down to marketing year end levels.



2020/21 Crop Price Projections
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So far this year, prices have generally worked their way down. The largest
drops are associated with COVID-19. But the early July rally had brought the
season-average price projections back to breakeven for both crops. The
thought of drought had market bears running for some cover. But demand
wasn’t providing much support (Chinese sales are the exception) and crop
conditions nationally are still relatively strong, so margins had dropped into
negative territory once again. The heavy black line is roughly the estimated ISU
production cost level for both crops. The derecho and drought impacts are
showing up in trading. The last six weeks of trading action put margins above
zero, but at the cost of some lowa production. The combination of production
concerns and Chinese sales have soybean prices rising past pre-COVID-19
highs, while corn prices are still 10-15 cents below.



Seasonal Pricing Patterns
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When going into the unknown, it's best to study history. Often, we are set up to
repeat it. Harvest pricing lows are driven by ample supplies coming out of the
fields. The derecho has put at least a scare into supplies and provided some
contra-seasonal support for crop prices as we approach harvest. The building
advance export sales are providing support for the seasonal rally we hope to
see continue later this fall.



Marketing Matrix

. Basis contract
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While the issues that are moving the markets are new, our responses should not
be. The standard array of marketing tools still cover what we need for our
markets to function and function well.



Want to provide feedback on my
presentation?

https://www.surveymonkey.com/r/ChadHart
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Thank you for your time!

Any questions?

My web site:
http://www2.econ.iastate.edu/faculty/hart/

lowa Farm QOutlook:
http://www2.econ.iastate.edu/ifo/

Ag Decision Maker:
http://www.extension.iastate.edu/agdm/
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lowa State University is an equal opportunity
provider. For the full non-discrimination
statement or accommodation inquiries, go to
www.extension.iastate.edu/diversity/ext.

lowa State University ofrece igualdad de
oportunidades. Para ver la declaracion
completa de no discriminacién o para consultas
de acomodacion, siga a este vinculo:
www.extension.iastate.edu/diversity/ext.
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