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U.S. and world real GDP growth
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Real GDP growth in major U.S.

agricultural trading partners
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U.S. interest and inflation rates
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Exchange rates

(IHS Global Insight, December 2014)
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More exchange rates

(IHS Global Insight, December 2014)
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Oil and natural gas prices

(IHS Global Insight, January 2015)
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March 2015 corn futures

(May 2013-Feb. 16, 2015, Great Pacific Trading Co.)
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U.S. corn supply and use

(USDA WASDE, Feb. 2015)

Planted area (mil. a.) 97.3 95.4 90.6
Harvested area (mil. a.) 87.4 87.5 83.1
Yield (bu./a.) 123.1 158.1 171.0
Production (mil. bu.) 10,755 13,829 14,216
Feed & residual (mil. bu.) 4,315 5,036 5,250
Ethanol & coproducts (mil. bu.) 4,641 5,134 5,250
Other domestic use (mil. bu.) 1,397 1,363 1,395
Exports (mil. bu.) 730 1,917 1,750
Ending stocks (mil. bu.) 821 1,232 1,827
Farm price per bushel $6.89 $4.46 $3.40-$3.90 st spicuun

_ Research Institute

B FAPRI



Corn net exports
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U.S. corn ethanol & coproduct use
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U.S. corn supply and use

FAPRI-MU, February 2015

2014/15 2015/16 2016/17 2017/18 2018/19

million acres

Area harvested 83.1 80.4 82.5 82.9 83.2
bushels per acre
Yield 171.0 165.0 166.9 168.8 170.4
million bushels
Production 14,216 13,272 13,766 13,997 14,171
Imports 25 25 25 25 25
Beginning stocks 1,232 1,845 1,630 1,657 1,662
Total supply 15,472 15,142 15,422 15,679 15,858
Feed use 5,265 5,175 5,286 5,327 5,329
Other domestic use 6,607 6,573 6,622 6,704 6,768
Exports 1,755 1,763 1,858 1,985 2,124
Total use 13,627 13,512 13,765 14,017 14,222
Ending stocks 1,845 1,630 1,657 1,662 1,637
dollars per bushel

Price, U.S. farm 3.61 3.87 3.91 3.96 4.09




U.S. corn costs and returns

(FAPRI-MU baseline, Nov. 2014)
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March 2015 soybean futures
(May 2013-Feb. 16, 2015, Great Pacific Trading Co.)
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U.S. soybean supply and use

(USDA WASDE, Feb. 2015)

Planted area (mil. a.) 77.2 76.8 83.7
Harvested area (mil. a.) 76.1 76.3 83.1
Yield (bu./a.) 40.0 414,.0 47.8
Production (mil. bu.) 3,042 3,358 3,969
Crush (mil. bu.) 1,689 1,734 1,795
Seed and residual (mil. bu.) 105 97 116
Exports (mil. bu.) 1,317 1,647 1,790
Ending stocks (mil. bu.) 141 92 385
Farm price per bushel $14.40 $13.00 $9.45-$10.95
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U.S. soybean supply and use

FAPRI-MU, February 2015

2014/15 2015/16 2016/17 2017/18 2018/19

million acres

Area harvested 83.1 83.4 82.0 82.3 82.7
bushels per acre
Yield 47.8 44.5 45.0 45.4 45.8
million bushels
Production 3969 3,712 3,687 3,737 3,782
Imports 25 15 15 15 15
Beginning stocks 92 382 393 366 344
Total supply 4,086 4,108 4,095 4,118 4,141
Crush 1,791 1,837 1,846 1,853 1,859
Other domestic use 115 113 113 113 113
Exports 1,798 1,765 1,770 1,808 1,830
Total use 3,704 3,715 3,729 3,774 3,803
Ending stocks 382 393 366 344 338
dollars per bushel

Price, U.S. farm 10.03 9.27 9.56 9.93 10.30




World soybean supply and use

(FAPRI-MU, Jan. 2015)
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U.S. soybean costs and returns

(FAPRI-MU baseline, Nov. 2014)

Market revenues, variable costs Market net returns
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U.S. corn and soybean net returns

(FAPRI-MU baseline, Nov. 2014)
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March 2015 rice futures

(May 2013-Feb. 16, 2015, Great Pacific Trading Co.)

ZR - Rough Rice - Weekly OHLC Chart
W Op:10.740, Hi:10.750, Lo:10.150, CI:10.525

MJ’H‘IIH hy

|i jp mLL o
h

Ll
ll"ll | ul | ok
v Jan 15

No

W Vol: 1,496 =
I“‘Illl‘"“lll]l"’lllll"llll_nl"lhlllll”llgll“l"llll"nllllllln
Jul 13 Sep Nov Jan 14 Mar May Jul Sep




U.S. rice supply and use

FAPRI-MU, February 2015

2014/15 2015/16 2016/17 2017/18 2018/19

million acres

Area harvested 2.92 2.78 2.88 2.89 2.88
pounds per acre
Yield 7,573 7,524 7,613 7,692 7,760
million hundredweight, rough equivalent
Production 221.0 2095 2196 2224 2238
Imports 23.0 23.2 23.6 24.2 24.8
Beginning stocks 31.8 41.2 39.4 41.5 43.0
Total supply 2759 2739 2826  288.1 291.6
Domestic use and residual 131.2  132.8 133.6 135.0  136.0
Exports 103.5 101.7 1074  110.1 111.7
Total use 234.6 2345 2411 2451  247.7
Ending stocks 41.2 39.4 41.5 43.0 43.9

dollars per hundredweight
Price, U.S. farm 1392 1398 1376  13.87  13.89




Milled long grain rice prices

(FAPRI-MU, Nov. 2014)
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Rice prices

(FAPRI-MU, Feb. 2015)
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U.S. rice costs and returns

(FAPRI-MU baseline, Nov. 2014)

Market revenues, variable costs
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March 2015 cotton futures

(May 2013-Feb. 16, 2015, Great Pacific Trading Co.)

KG - CME Cotton #2 - Weekly OHLC Chart
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U.S. cotton supply and use

FAPRI-MU, February 2015

2014/15 2015/16 2016/17 2017/18 2018/19

million acres

Area harvested 9.71 8.14 8.02 8.07 7.97
pounds per acre
Yield 795 808 815 824 833
million bales
Production 16.08  13.70  13.61 13.87  13.84
Imports 0.01 0.01 0.01 0.01 0.01
Beginning stocks 2.45 4.29 4.47 4.58 4.64
Total supply 18,53  18.00 18.09 18.45  18.49
Domestic use and residual 3.65 3.73 3.77 3.77 3.76
Exports 10.59 9.79 974 10.04 10.17
Total use 1424 1353  13.51 13.81 13.93
Ending stocks 4.29 4.47 4.58 4.64 4.56

cents per pound
Price, U.S. farm 61.2 60.0 61.2 61.0 62.5




World cotton supply and use

(FAPRI-MU, Feb. 2015)
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U.S. cotton costs and returns

(FAPRI-MU baseline, Nov. 2014)

Market revenues, variable costs Market net returns
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U.S. market price projections

FAPRI-MU, mid-Feb. 2015 (will do these each month)

2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2017/18 2018/19

Corn ($/bu.) 3.55 5.18 6.22 6.89 4.46 3.61 3.87 3.91 3.96 4.09
Soybeans ($/bu.) 9.59 11.30 12.50 14.40 13.00 10.03 9.27 9.56 9.93 10.30
Wheat ($/bu.) 4.87 5.70 7.24 7.77 6.87 6.01 5.17 5.26 5.44 5.70
Durum 5.47 5.98 9.68 8.18 7.46 8.90 6.41 6.27 6.49 6.81
Other spring 5.23 6.49 8.24 8.24 6.73 5.89 5.48 5.59 5.78 6.05
Winter 4.71 5.37 6.81 7.55 6.89 5.96 5.01 5.12 5.29 5.54
Upland cotton (cents/Ib.) 62.90 81.50 88.30 72.50 77.90 61.17 59.97 61.19 61.00 62.48
Sorghum ($/bu.) 3.22 5.02 5.99 6.33 4.28 3.81 3.64 3.66 3.77 3.89
Rice ($/cwt) 14.40 12.70 14.50 15.10 16.30 13.92 13.98 13.76 13.87 13.89
Long grain 12.90 11.00 13.40 14.50 15.40 12.20 12.42 12.47 12.53 12.63
Medium/short (exc. Japonica) 15.70 15.00 14.30 14.70 15.70 14.99 14.64 14.15 14.31 14.07
Japonica 19.50 20.80 18.40 18.40 20.70 19.93 19.29 18.40 18.60 18.29
Barley ($/bu.) 4.66 3.86 5.35 6.43 6.06 5.26 4.58 4.61 4.66 4.82
Oats ($/bu.) 2.02 2.52 3.49 3.89 3.75 3.23 2.96 2.97 2.97 3.05
Peanuts (cents/lb.) 21.70 22.50 31.80 30.10 24.90 21.42 21.97 21.54 21.92 22.18
Sunflower seed ($/cwt) 15.10 23.30 29.10 25.40 21.40 20.34 19.40 19.48 20.46 20.82

Canola ($/cwt) 16.20 19.30 24.00 26.50 20.60 16.80 16.73 17.22 17.87 18.15



So are these projections any good?

Mean absolute percentage errors, 18 past baselines for CORN prices

Next year

2 years ahead
3 years ahead
4 years ahead

5 years ahead

Average of above

12.5%
17.7%
22.9%
26.2%
29.7%

21.8%

15.0%
20.4%
22.3%
26.1%
28.9%

22.5%

19.0%
25.1%
23.6%
24.2%
26.9%

23.8%

Source: USDA and Futures estimates by Scott Irwin and Darrell Good in a FarmDoc
piece posted Feb. 4 (http://farmdocdaily.illinois.edu/2015/02/long-term-forecasts-
and-farm-bill-program-choice.html). FAPRI-MU estimates compiled by FAPRI-MU.
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So are these projections any good?

Mean absolute percentage errors, 18 past baselines for WHEAT prices

Next year 15.3% 14.5% 18.2%
2 years ahead 24.3% 21.4% 22.0%
3 years ahead 30.0% 24.7% 21.0%
4 years ahead 29.1% 25.7% 19.2%
5 years ahead 32.5% 25.8% 21.6%
Average of above 26.2% 22.4% 20.4%

Source: USDA and Futures estimates by Scott Irwin and Darrell Good in a FarmDoc
piece posted Feb. 4 (http://farmdocdaily.illinois.edu/2015/02/long-term-forecasts-
and-farm-bill-program-choice.html). FAPRI-MU estimates compiled by FAPRI-MU.
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So are these projections any good?

Mean absolute percentage errors, 18 past baselines for SOYBEAN prices

Next year

2 years ahead
3 years ahead
4 years ahead

5 years ahead

Average of above

13.4%
19.0%
25.1%
27.6%
32.4%

23.5%

13.9%
20.1%
24.6%
28.9%

31.0%

23.7%

13.6%
20.4%
22.2%
23.7%

30.0%

22.0%

Source: USDA and Futures estimates by Scott Irwin and Darrell Good in a FarmDoc
piece posted Feb. 4 (http://farmdocdaily.illinois.edu/2015/02/long-term-forecasts-
and-farm-bill-program-choice.html). FAPRI-MU estimates compiled by FAPRI-MU.
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2014/15 corn yields and prices

FAPRI-MU stochastic baseline, March 2014
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2014/15 corn yields and prices

FAPRI-MU stochastic baseline, March 2014
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2014/15 corn yields and prices

FAPRI-MU stochastic baseline, March 2014

Corn price, dollars per bushel
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2014/15 corn yields and prices

FAPRI-MU stochastic baseline, March 2014

50% of outcomes between $3.56 (-15% vs.
$4.17 avg.) and $4.66 (+12% vs. $4.17 avg.)
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Policy changes for crop producers

No more direct, countercyclical or ACRE program payments

Must choose between
Price loss coverage (PLC, payments when prices fall below a trigger)

Agriculture risk coverage (ARC, payments when per-acre revenues fall
below a trigger)

A new crop insurance option (SCO) for PLC participants

A new crop insurance option (STAX) for cotton producers

No ARC or PLC program for cotton

But cotton producers get transition payment in 2014 and can get
ARC/PLC for other crops grown on the farm

Food and Agricultural
Policy Research Institute
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ARC-PLC choice

Producers on each farm can choose

An individual farm version of ARC for all crops on the
farm OR

For each crop on a farm, they can choose between the
county version of ARC or PLC

Choice is made once for the life of the farm bill

If producers on a farm do not agree on a choice
No ARC or PLC benefits are available in 2014
PLC is only remaining option for 2015 and beyond

Food and Agricultural
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Price loss coverage (PLC)

Like countercyclical payments in some respects

Makes payments when prices fall below a trigger
Payments tied to base acreage and program yields

These generally do NOT depend on current production choices

Except for those with cotton base or with fruits and vegetables,
planting more or less of a given crop will have NO effect on payments

But different in many ways, including
Formula is simpler—payment rate is just the difference between
reference price and the higher of the season-average farm price
and the loan rate

New “reference prices” are far higher than old target prices
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Reference and target prices

Wheat/bu. $4.17 $5.50
Corn/bu $2.63 $3.70
Soybeans/bu. $6.00 $8.40
Sorghum/bu. $2.63 $3.95
Upland cotton/Ib. 71.25 cents None*
Long-grain rice/cwt $10.50 $14.00
Japonica rice/cwt $10.50 $16.10

*Upland cotton is not eligible for PLC (or ARC) benefits under the 2014 farm bill.
Instead, it has a special crop insurance program: STAX.

Under PLC, payments are made in the October of the year after the crop is
harvested (e.g., payments for the 2014 crop would be made in October 2015 0r ;.. s

later) B FAPRI



Price-based option for farm support

Price Loss Coverage Corn prices
Payment if annual average 8
farm price is less than - L
reference price —
Wheat: $5.50/bu. £
Corn: $3.70/bu 25 oPAPKI
SO b. 37 o ' 1 2 h farm
. v S
oy Eans..$ .4o|/3 u. %4 \\.:i:i—’ = USDA
Sorg um_. $3..95/ u. 53 farm
Long-grain rice: $14.00/cwt. S e Reference
Sources:
Paid on 85% of base acres * Agricultural Actof
(t|€d to hiStorical o Dec%12014 update;
: SDA baseline,
plantings) NN R R gecD.éou
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U.S. farm prices for corn
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U.S. farm prices for corn
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U.S. farm and futures prices for corn
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Price-based option for farm support

Price Loss Coverage Soybean prices
Payment if annual average 16
farm price is less than TREN

*

reference price

D 12
Wheat: $5.50/bu. £
= . ——FAPRI
Corn: $3.70/bu. 210 \ ¢
- A arm
Soybeans: $8.40/bu. @ g =i e USDA
. wn
Sorghum: $3.95/bu. £ 6 P
Long-grainrice: .00/cwt. °
g-grain rice: $14-00fcw a 4 —-+Reference
. 2 Sources:
Paid on 85% of base acres Agricultural Act of
(tied to historical 0 2014, FAPRI-MU
Dec. 2014 update;
p|antings) O'Q, o'y\x o’éO 0'33 g.:CDé :la:el/ne,
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U.S. farm prices for soybeans
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U.S. farm and futures prices for

soybeans
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Revenue-based option for farm

support

Agriculture Risk Corn revenues per acre
Coverage (ARC) 900
*
Payment if per-acre 800
revem.Jes fall below ’Frlgger 700 Nmm
For this example, using 5 600 TN
. . \.
national yields, but actual 5 500 e Actual)
program uses county- or " 400 EAPRI
farm-level yields %’ 100 —=86% of
Paid on share of base s benchmark
acreage 200 ]
ources:
85% if choose county option 100 Agricultural Act of
. . 2014, FAPRI-MU
65% if choose farm optlon 0 Jan. 2015 update
(all crops on farm) VNG o,f,o O,f/b

1 28t S 2
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ARC-CO calculation example

Mississippi Co., AR corn, using NASS yields

2009/10
2010/11
2011/12
2012/13
2013/14
Olympic average
2014/15 benchmark revenue
86% of benchmark
1t option triggering payments

2" option triggering payments

$3.70/bu.

$5.18
$6.22
$6.89
$4.46
$5.29

$3.65
<$4.27

169 bu./a.

166

140

171

196

169
$892
$767

<210 <$767

180 <$767
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U.S. avg. corn ARC and PLC payments

(Dollars per base acre for participating producers)

30
27
o 95 ” 25 26
21
20

16
15 14

10

2014/15 2015/16 2016/17 2017/18

ARC mPLC
Source: FAPRI-MU March 2014 stochastic baseline
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13

2018/19




U.S. avg. corn ARC and PLC payments

(Dollars per base acre for participating producers)

Given Feb. 2015 baseline prices, 2014 expected ARC

30 | payments would be considerably higher.

27
25 25 24 =2
21
20
15 14

10
5
0

2014/15 2015/16 2016/17

ARC mPLC

Source: FAPRI-MU March 2014 stochastic baseline

26

16

2017/18

25

13

2018/19
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Revenue-based option for farm

support

Agriculture Risk Soy revenues per acre
Coverage (ARC) 700
Payment if per-acre | 600
revenues fall below trigger ~
: : @ 500
For this example, using 5 > iii.\'*”’
national yields, but actual 5 400 VR actual)
program uses county- or o EAPR|
] - % 300
farm-level yields %’ —=86% of
Paid on share of base A 200 benchmark
acreage 100 Sources:
85% if choose county option Agricultural Act of
. . 2014, FAPRI-MU
65% if choose farm optlon 0 Dec. 2014 baseline
(all crops on farm) VNG 0,\‘,0 O,f/b

1 28t S 2
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Avg. soybean ARC and PLC payments

(Dollars per base acre for participating producers)

20 19

18 18 o

16

14 14
12 12

10 9

o N b~ O 0

2014/15 2015/16 2016/17

ARC mPLC
Source: FAPRI-MU March 2014 stochastic baseline

15 15

2017/18

14

1

2018/19
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Avg. soybean ARC and PLC payments

(Dollars per base acre for participating producers)

Given Feb. 2015 baseline prices, no PLC payments
20 would be expected for 2014 crop soybeans.

o 3 T8
16 15 ¢ y
14 14
12 12 11
10 9
8
6
4
2
0
2014/15 2015/16 2016/17 2017/18 2018/19
ARC mPLC

Source: FAPRI-MU March 2014 stochastic baseline Polry Reserch asite
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Back to Mississippi, Co., AR corn

2014/15 crop year payments

3.00 $83.30 $75.84 $75.84 $75.84
3.20 $59.50 $75.84 $75.84 $75.84
3.40 $35.70 $75.84 $75.84 $45.33
3.60 $11.90 $75.84 $75.84 $9.63
3.80 $0 $75.84 $70.83 $0
4.00 $0 $75.84 $40.23 $0

This is for just one county in one year, and it uses NASS county yields to
calculate the benchmark, not the FSA yields that will be used. In other

words, these tables will look different for every county in every year. Poles st s
8 FAPRI



Decision aid

FAPRI at the Univ. of Missouri and AFPC at
Texas A&M have partnered to develop web
based tools for:

Yield update

Base reallocation and PLC/ARC decision

Crop insurance

Generic base allocation

Incorporates risk (yield and price variability)
Initial version released September 25, 2014

Link on FAPRI and AFPC home pages

http://www.fapri.missouri.edu/2014farmbill
https://decisionaid.afpc.tamu.edu/
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Summary points

Large corn and soybean crops weigh on grain and oilseed prices in
short run

Crop demand outlook is mixed
Global growth in animal protein sectors expected
But perhaps weaker growth (if any) in biofuels
And lots of international competition

Net effect: average crop prices remain low by 2007-12 standards,
but still above pre-2007 levels

Actual prices will vary from these projections because of weather,
oil prices, general economy...

Farm bill program choices are complicated by this uncertainty
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FAPRI-MU website:
www.fapri.missouri.edu

To contact Pat Westhoff:

573-882-4647
westhoffp@missouri.edu

FAPRI-MU team:
Julian Binfield
Sera Chiuchiarelli
Deepayan Debnath
Scott Gerlt
Hoa Hoang
Lauren Jackson
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