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The Federal Reserve is widely expected to raise U.S. interest rates 
for the first time since the ‘Great Recession’ this week. That prospect 
caused the U.S. dollar to retest its spring highs in late November, but 
the huge early-December breakdown on dovish ECB policy news has 
reduced the pressure on commodity markets. Conversely, the equity 
markets are struggling with the idea of increased capital costs. Don’t 
expect a big financial market reaction to news of a hike, since the Fed 
has been telegraphing this move for months.

As was widely expected, the Highway Bill passed by Congress and 
signed by President Obama last Friday restored $3 billion in cuts to 
USDA Crop Insurance programs. That money was sliced from payments 
to ag insurance companies playing big roles in the crop insurance 
protection structure that supports farmers and their local communities. 
The Highway Bill also revived the controversial Export-Import bank. 

A WTO appeals panel approved Canadian and Mexican retaliation for 
the U.S. Country Of Origin Labeling (COOL) law respectively totaling 
$1.054 billion and $227.758 million annually. This decision caps a string 
of WTO wins for the two countries in their efforts to get the law repealed, 
with the trade body consistently concluding COOL violates trade 
agreements. The panel cited statistics showing at least 57% of U.S. 
beef and 83% of pork products are not labeled in stores, as well as the 
paperwork burdens imposed by the law. The House voted to repeal the 
law last summer, but those efforts stalled in the Senate.

CME Group Inc recently announced plans to change its rules 
governing live cattle futures and will require that all cattle delivered 
against the contract must be born and raised solely in the United States 
The new requirement, effective Dec. 18, covers all currently listed 
trading months through April 2017. CME said the amendments are 
intended to clarify existing live cattle futures delivery regulations in the 
event of a U.S. Senate and USDA repeal of the COOL law for beef and 
pork. CME officials said other shifts may occur as the law changes.

Congress’s new tradition of passing a year-end ‘tax extenders’ bill 
is again being repeated in Washington. Republicans and Democrats 
are working to make some of those 50 or so temporary tax provisions 
more permanent instead of undergoing the usual year-end repeat of 
the renewal process. Republicans favor long-term status for the Section 
179 tax credit for financed or leased equipment and Democrats want 
increased status for expanded earned income tax credits. The package 
is also likely to include a bundle of green energy credits for the wind and 
renewable energy industries.

Tougher times are putting pressure on ag industry firms. For 
example, Dow Chemical and DuPont announced plans to merge 
on December 11. They will reportedly join forces in agrochemicals, 
materials science and specialty products, then split along those lines. 
Such a merger would rather obviously require antitrust approval in 
several countries, so even if it goes forward, the combination probably 
won’t be a ‘done deal’ for a while.

December 1 marked the 30th anniversary of the USDA’s 
Conservation Reserve Program (CRP). It also represented the opening 
date for the next general CRP enrollment. The USDA issued a press 
release reminding farmers that CRP enrollment started on December 1 
and runs through February 26, 2016. 

Farm Manager Focus
Looking Forward to 2016
As is almost always the case, 2015 has been 
an interesting year for the ag industry, with the 
main theme being large supplies of and declining 
prices for almost all ag commodities. The most 
surprising development was probably the record 
soybean crop despite torrential spring rains over 
the southern and eastern portions of the Corn 
Belt and comparatively modest condition ratings 
throughout the growing season. The second-half 
breakdown suffered by the cattle sector in the 
wake of a strong spring was also rather stunning. 
One has to wonder if the bearish commodity 
atmosphere will persist through 2016.

Given the huge stocks of grain, soybean and 
other crop stockpiles and the general lack of pro-
duction trouble in most areas, pessimism about 
the price outlook seems entirely warranted. 
Moreover, with the outsider Mauricio Macri taking 
over as Argentina’s President, his espoused poli-
cies may open that country’s borders to sizeable 
exports of grain and soy holdings stockpiled by 
farmers under the Kirchner regime. Argentine 
crop production may also surge if Macri gets his 
way on ag policy and in officially devaluing the 
peso to open-market levels. One also has to wor-
ry about the weather. Although El Niño conditions 
are generally benign for the U.S. the possibility of 
a quick shift to a La Niña is quite real; that might 
bring dryness back to the central U.S. 

Surging production has exerted increasing 
downward pressure upon livestock, chicken and 
dairy prices, although the spring avian influenza 
outbreak made major exceptions of the turkey 
and egg markets. Livestock, meat and protein 
supplies seem likely to rise almost universally 
in early 2016, but persistently weak prices may 
cause cyclical shifts toward contraction in the 
hog and dairy sectors. Demand for the various 
products could prove quite variable.

Of course, none of these events will occur in 
a vacuum. The tide of economic events, par-
ticularly the global response to China’s slow-
ing economy and Europe’s ongoing financial 
problems, could greatly influence markets and 
prices. The course of geopolitical developments 
and the looming U.S. Presidential election can’t 
be ignored either.
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CORN
The December issue of the USDA’s 
monthly WASDE (Supply/Demand) 
report focused on demand revisions. 
In light of the slow autumn export 
pace and higher export projections for 
Canada and Brazil, USDA cut its US 
export forecast by 50 million bushels 
from last month to 1.75 billion. That 
was partially offset by a 25 million 
bushel increase in corn for ethanol, 
which reflected the strong pace of 
ethanol production so far in 2015/16 
and growing projections for gasoline 
usage next year. Despite the slight 
increase in the corn stocks projection, 
the midpoint season average farm price 
forecast is unchanged from last month 
at $3.65 per bushel. Corn prices have 
rebounded from their mid-November 
lows and seem likely to keep working 
higher into early 2016. Keys to future 
price action are final US production, 
December 1 stocks and South 
American weather news. Typically, 
prices weaken into late winter before 
turning higher again in early spring. 

SORGHUM
USDA made only very slight revisions 
to the supply/demand forecast this 
month. Production is not updated 
in December, but sorghum imports 
increased 1 million bushels to 2 million 
from last month. The added supply fell 
through the balance sheet, adding 1 
million bushels to ending stocks now 
forecast at 59 million bushels.  USDA 
lowered the season average price by 
$.10 per bushel to $3.50, down from 
$4.03 for the 2014/15 marketing year. 
The sliding sorghum prices reflect cash 
market weakness. Corn futures prices 
are within a few cents of year ago, 
but the cash basis is now much wider. 
Western Kansas quotes were about 15 
cents premium to futures in late 2014 
compared to approximate 60 cent 
discounts this year.

SOYBEANS
While many areas of Brazil’s Soybean 
Belt have seen plentiful rainfall this 
season, the northeast has been drying 
out. This is not a large percentage of 
their crop area, but it is large enough, 
and the deepening drought has caused 
some, such as Oil World, to already 
talk about losses of as much as 5 
million tonnes from the next harvest. 
In its monthly WASDE, USDA made 
no changes to its 2015/16 US supply/
demand components, ending stocks, 
and the price forecast range. For the 
global forecasts, USDA projects the 
2015/16 carryout to increase to 82.6 
mmt from ending 2014/15 stocks at 
77.7 mmt. However, that is down from 
last month’s forecast at 82.9 mmt and 

is due to a smaller global forecast. 
USDA’s forecasts for China were 
unchanged. USDA raised its forecast 
for Argentine exports, likely reflecting 
upcoming governmental policy 
revisions. USDA increased 2014/15 
exports by 600,000 tonnes and 2015/16 
by 300,000 tonnes. The changes were 
not as large as many expected.

WHEAT 
USDA updated its US and global 
supply and demand estimates 
December 9. US production remained 
at 2.052 million bushels. Traders 
expected a 7 million bushel increase 
in ending stocks, but USDA left that 
figure unchanged at 911 million. The 
December export forecast remained at 
800 million bushels. USDA kept the 
projected season average price steady, 
with a mean of $5.00. USDA revised 
global wheat production up to 734.93 
million tonnes (mmt) and raised foreign 
exports by 1.3 mmt. The increase in 
foreign exports is in line with larger 
supplies expected from policy changes 
in Argentina and stronger demand 
for imports. Two important events 
coming up could greatly impact foreign 
demand. Argentina’s new President 
states that he will scrap the 23% tax 
and quota on wheat. In addition, the 
Fed is expected to begin a program of 
raising U.S. interest rates this week. 
Rates hikes could strengthen the dollar, 
thereby potentially worsening the US 
export disadvantage.

FEEDER CATTLE
Feeder cattle prices continued falling 
in early December. January futures 
are down to 150 cents per pound, a 
2½ year low for a nearby contract. 
Futures are steeply discount to the 
CME index at 162. From a technical 
standpoint, futures are oversold and 
due for a recovery rally. The sharp 
decline in feeder cattle prices has cut 
the breakeven on fed cattle to near 
126 cents per pound, which is near 
where April 2016 live cattle futures are 
currently trading. The lower breakeven 
and the potential for locking in profits 
on new feedlot placements in live cattle 
futures should begin to underpin the 
feeder cattle market.  

CATTLE
After testing the early-October low 
near 128 cents per pound, December 
cattle futures rebounded to 135. 
Southern Plains fed cattle traded from 
$134 to $135/cwt last week. We look 
for country prices to move up to the 
$140 area over the next 4-5 weeks.  
Beef quotes dropped $3 to $6 per cwt 
this week. While the pullback may 
temporarily hold fed cattle prices in 

check, it should stimulate wholesale 
buying interest in the short run. Carcass 
weights remain worrisome, but fed 
cattle supplies should tighten through 
year end. Domestic demand is expected 
to improve, whereas exports have 
been weak and recent dollar strength 
seem bearish. In this month’s WASDE 
update, USDA lowered its 2015 and 
2016 beef production forecasts slightly 
based on slower expected marketings 
through late 2015 and early 2016. 
USDA made no changes to the price 
forecast. Steer prices for the five areas 
are forecast to average $141.5/cwt, 
down from $149.19/cwt this year. 

HOGS
A strong implication of recent hog 
slaughter totals is that forthcoming 
supplies will once again top the levels 
indicated by the most recent USDA 
Hogs & Pigs report. The September 
quarterly release stated the number 
of pigs in the 50-119 pound weight 
category as being 3% over the 
comparable year-ago total, thereby 
pointing toward similar increases in 
late-autumn slaughter rates. However, 
recent kills have averaged annual 
gains of about 7%. This also raises 
major doubts about the report’s 
implicit projection of winter supplies 
unchanged from those seen last year. 
Thus, the USDA will almost surely 
be forced to once again make major 
historical revisions when it releases 
its December 23 Hogs & Pigs report. 
The ham market has performed 
surprisingly well lately despite the huge 
seasonal and cyclical supply, but a late-
December breakdown in ham, pork 
and hog values is quite common. The 
complex could suffer a sizeable drop 
again this year, but a sizeable seasonal 
rebound seems likely in early 2016.

DAIRY
The November USDA Milk Production 
report indicated a slower pace of 
early-autumn herd liquidation than 
expected, as indicated by the 1,000-
head monthly dip (to 9.309 million) 
The October herd topped the year-ago 
result by 36,000 head (0.4%) over 
year-ago levels, which accounted for 
the production reached 17.080 billion 
pounds. Milk production per head 
declined 5 pound annually. However, 
Wednesday’s WASDE report indicated 
the USDA looks for larger short-term 
cutbacks. It lopped 400 million pounds 
from its November U.S. 2015 output 
forecast, now at 208.3 billion pounds. 
In addition, the 2016 projection was cut 
500 million to 212.4 billion. This likely 
reflects recent price weakness, with 
current conditions seemingly setting 
the stage for a 2016 recovery.
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CORN
The December issue of the USDA’s 
monthly WASDE (Supply/Demand) 
report focused on demand revisions. 
Recent events caused USDA to cut 
its US export forecast by 50 million 
bushels from last month to 1.75 
billion. That was partially offset 
by a 25 million bushel increase in 
corn for ethanol, which reflected the 
strong pace of ethanol production 
so far in 2015/16 and growing 
projections for gasoline usage next 
year. Despite the slight increase in the 
corn stocks projection, the midpoint 
season average farm price forecast 
is unchanged from last month at 
$3.65 per bushel. Corn prices have 
rebounded from their mid-November 
lows and seem likely to keep working 
higher into early 2016. Keys to future 
price action are final US production, 
December 1 stocks and South 
American weather news. Typically, 
prices weaken into late winter before 
turning higher again in early spring. 

SOYBEANS
While many areas of Brazil’s Soybean 
Belt have seen plentiful rainfall this 
season, the northeast has been drying 
out. That potential problem has caused 
some sources to already discuss 
losses of as much as 5 million tonnes 
from the next harvest. In its monthly 
WASDE, USDA made no changes 
to its 2015/16 US supply/demand 
components, ending stocks, and the 
price forecast range. For the global 
forecasts, USDA projects the 2015/16 
carryout to increase to 82.6 mmt 
from ending 2014/15 stocks at 77.7 
mmt. However, that’s down from last 
month’s forecast at 82.9 mmt. USDA’s 
forecasts for China were unchanged. 
USDA raised its forecast for Argentine 
exports, likely reflecting upcoming 
governmental policy revisions. USDA 
increased 2014/15 exports by 600,000 
tonnes and 2015/16 by 300,000 tonnes. 
The changes were not as large as many 
expected.

WHEAT 
USDA updated its WASDE estimates 
Wednesday. US production remained 
at 2.052 bushels. Traders expected a 
7 million bushel increase in ending 
stocks, but USDA left that figure at 
911 million bushels. The December 
export forecast remained at 800 
million bushels. USDA kept the 
projected season average price steady, 
with a mean of $5.00. As for the global 
data, USDA revised global wheat 
production up to 734.93 million tonnes 
(mmt) and raised foreign exports 
by 1.3 mmt. Two important events 
coming up could have a large impact 
on foreign demand. Argentina’s new 

President states that he will scrap 
the 23% tax and quota on wheat. In 
addition, the Fed is expected to begin 
raising U.S. interest rates this week. 
That could strengthen the dollar, 
thereby further strangling US wheat 
exports.

COTTON
USDA’s December WASDE report 
was supportive of the cotton outlook. 
USDA significantly lowered its 
forecast for U.S. cotton production 
by 250,000 bales to 13.03 million 
bales from the November estimate 
at 13.28 million. The USDA left the 
midpoint of its forecast price range 
unchanged at 59 cents/pound. USDA 
also trimmed the forecast for 2015/16 
global production by 1.92 million to 
103.71 million bales. In addition to the 
cut coming out of the US, lower than 
expected output was projected for the 
major cotton importers in 2015/16. 
The biggest cuts came out of China 
(down 700,000) and Pakistan (down 
1.0 million bales). The net result of the 
various changes was a 1.70 million-
bale reduction in forecast global 
carryout, now stated at 104.39 million 
bales.

RICE
The rice market plunged in early 
December. Through November 
30, nearby futures prices were still 
maintaining the $12/cwt level, but 
dove to a contract low at $10.76 
soon thereafter. January futures have 
barely over $11 despite the bullish 
implications of the December WASDE. 
USDA tightened the long-grain ending 
stocks forecast to 20.8 mil. cwt from 
21.8 mil and down from last year at 
26.5 mil. It’s a similar story for global 
forecasts of production and stocks. 
Global ending stocks at 88.4 mmt 
are the least since 2007/08 and off 
15.3 mmt from last year. Middle East 
geopolitical unrest, U.S. dollar strength 
and generally weak commodity prices 
are negative factors. 

CATTLE
Cattle futures fell along with cash 
prices again last week. Fed cattle 
began trading at mid-week with 
Nebraska at $118/cwt, down $5 from 
last week. The breakdown surprised 
most in the industry. Beef prices were 
steady to lower, but didn’t justify such 
extreme cash market losses. Lower 
wholesale quotes did trigger increased 
buying interest. Nearby futures 
posted major lows before mounting 
a late-week comeback. Look for the 
cattle market to soon establish a low 
and turn higher into 2016. A correction 
could quickly carry February futures 

back to the low 130s. In the monthly 
WASDE, USDA cut beef production 
slightly for 2015 and 2016 based on 
reduced slaughter and lower feedlot 
placements. However, USDA slashed 
the price forecast for 2016, cutting 
price forecasts for the first three 
quarters of 2016 by $5/cwt, with prices 
averaging $131/cwt in Q1, $139 in Q2 
and $138 in Q3. 

HOGS
A strong implication of recent hog 
slaughter totals is that forthcoming 
supplies will once again top the levels 
indicated by the most recent USDA 
Hogs & Pigs report. The September 
quarterly release stated the number 
of pigs in the 50-119 pound weight 
category as being 3% over the 
comparable year-ago total, thereby 
pointing toward similar increases in 
late-autumn slaughter rates. However, 
recent kills have averaged annual gains 
of about 7%. This also raises major 
doubts about the report’s implicit 
projection of winter supplies unchanged 
from those seen last year. Thus, the 
USDA will almost surely be forced 
to once again make major historical 
revisions when it releases its December 
23 Hogs & Pigs report. The ham market 
has performed surprisingly well lately 
despite the huge seasonal and cyclical 
supply, but a late-December breakdown 
in ham, pork and hog values is quite 
common. The complex could suffer 
a sizeable drop again this year, but a 
sizeable seasonal rebound seems likely 
in early 2016.

DAIRY 
The November USDA Milk Production 
report indicated a slower pace of early-
autumn herd liquidation than expected, 
as indicated by the 1,000-head monthly 
dip (to 9.309 million) The October 
herd topped the year-ago result by 
36,000 head (0.4%); production reached 
17.080 billion pounds. Milk production 
per head declined 5 pound annually. 
However, Wednesday’s WASDE report 
indicated the USDA looks for larger 
short-term cutbacks. It lopped 400 
million pounds from its November U.S. 
2015 output forecast, now at 208.3 
billion pounds. In addition, the 2016 
projection was cut 500 million to 212.4 
billion. This likely reflects recent price 
weakness, with current conditions 
seemingly setting the stage for a 2016 
recovery.
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CORN
The December issue of the USDA’s 
monthly WASDE (Supply/Demand) 
report focused on demand revisions. 
Recent events caused USDA to cut 
its US export forecast by 50 million 
bushels from last month to 1.75 billion. 
That was partially offset by a 25 million 
bushel increase in corn for ethanol, 
which reflected the strong pace of 
ethanol production so far in 2015/16 
and growing projections for gasoline 
usage next year. Despite the slight 
increase in the corn stocks projection, 
the midpoint season average farm price 
forecast is unchanged from last month 
at $3.65 per bushel. Corn prices have 
rebounded from their mid-November 
lows and seem likely to keep working 
higher into early 2016. Keys to future 
price action are final US production, 
December 1 stocks and South American 
weather news. Typically, prices weaken 
into late winter before turning higher 
again in early spring.   

SORGHUM
USDA made only very slight revisions 
to the supply/demand forecast this 
month. Production is not updated 
in December, but sorghum imports 
increased 1 million bushels to 2 million 
from last month. The added supply fell 
through the balance sheet, adding 1 
million bushels to ending stocks now 
forecast at 59 million bushels.  USDA 
lowered the season average price by 
$.10 per bushel to $3.50, down from 
$4.03 for the 2014/15 marketing year. 
The sliding sorghum prices reflect cash 
market weakness. Corn futures prices 
are within a few cents of year ago, 
but the cash basis is now much wider. 
Western Kansas quotes were about 15 
cents premium to futures in late 2014 
compared to approximate 60 cent 
discounts this year. 

WHEAT 
USDA updated its WASDE estimates 
Wednesday. US production remained 
at 2.052 bushels. Traders expected a 7 
million bushel increase in ending stocks, 
but USDA left that figure at 911 million 
bushels. The December export forecast 
remained at 800 million bushels. USDA 
kept the projected season average price 
steady, with a mean of $5.00. As for the 
global data, USDA revised global wheat 
production up to 734.93 million tonnes 
(mmt) and raised foreign exports by 1.3 
mmt. Two important events coming up 
could have a large impact on foreign 
demand. Argentina’s new President 
states that he will scrap the 23% tax and 
quota on wheat. In addition, the Fed is 
expected to begin raising U.S. interest 
rates this week. That could strengthen 
the dollar, thereby further strangling US 
wheat exports.

BARLEY
Adjustments to the US 2015/16 barley 
supply and demand forecast were 
modest again this month. USDA 
lowered imports 1 million bushels, 
but cut exports by 2 million to only 
10 million. With no other changes, 
ending stocks edged up 1 million to 97 
million bushels. The season average 
price held steady at $5.20 per bushel 
and is down only $.10 from last season. 
Canada recently revised its 2015 barley 
production to 378 million bushels, an 
8% increase from the previous estimate 
and 11.5% above 2014. That means 
Canada’s 2015/16 ending stocks are 
now expected to increase slightly rather 
than decline from 56 million bushels a 
year ago. Barley prices are expected to 
work higher into mid-to-late winter. 

SUNFLOWERS
The US sunflower analysis on 
Wednesday’s WASDE report was 
unchanged from last month. Final 
production is reported in January, so 
adjustments are likely next month. 
USDA does make adjustments each 
month to its global sunflower seed 
forecasts, but there was also little 
change in that analysis. USDA does 
forecast global production at 39.65 
mmt, which is fractionally lower than 
last year at 40.0 mmt and well down 
from two years ago at 42.3 mmt. 
Global consumption of sunflower seed 
stays strong at 40.1 mmt, more than 
production, thereby indicating ending 
stocks will be reduced to only 2.0 
mmt. Those would be the fewest since 
2001/02.

CATTLE
Cattle futures fell along with cash 
prices again last week. Fed cattle began 
trading at mid-week with Nebraska 
at $118/cwt, down $5 from last week. 
The breakdown surprised most in the 
industry. Beef prices were steady to 
lower, but didn’t justify such extreme 
cash market losses. Lower wholesale 
quotes did trigger increased buying 
interest. Nearby futures posted major 
lows before mounting a late-week 
comeback. Look for the cattle market 
to soon establish a low and turn higher 
into 2016. A correction could quickly 
carry February futures back to the low 
130s. In the monthly WASDE, USDA 
cut beef production slightly for 2015 
and 2016 based on reduced slaughter 
and lower feedlot placements. However, 
USDA slashed the price forecast for 
2016, cutting price forecasts for the first 
three quarters of 2016 by $5/cwt, with 
prices averaging $131/cwt in Q1, $139 
in Q2 and $138 in Q3.

FEEDER CATTLE
Feeder cattle prices continued falling 

in early December. January futures 
are down to 150 cents per pound, a 
2½ year low for a nearby contract. 
Futures are steeply discount to the 
CME index at 162. From a technical 
standpoint, futures are oversold and 
due for a recovery rally. The sharp 
decline in feeder cattle prices has cut 
the breakeven on fed cattle to near 
126 cents per pound, which is near 
where April 2016 live cattle futures are 
currently trading. The lower breakeven 
and the potential for locking in profits 
on new feedlot placements in live cattle 
futures should begin to underpin the 
feeder cattle market.

HOGS
 A strong implication of recent hog 
slaughter totals is that forthcoming 
supplies will once again top the levels 
indicated by the most recent USDA 
Hogs & Pigs report. The September 
release implied stated late autumn 
supplies would run 3% above year-ago 
levels, but recent kills have averaged 
annual gains of about 7%. This also 
raises major doubts about the report’s 
implicit projection of winter supplies 
unchanged from those seen last year. 
Thus, the USDA will almost surely 
make major historical revisions when it 
releases its December 23 Hogs & Pigs 
report. The ham market has performed 
surprisingly well lately despite the huge 
seasonal and cyclical supply, but a late-
December breakdown in ham, pork 
and hog values is quite common. The 
complex could suffer a sizeable drop 
again this year, but a sizeable seasonal 
rebound seems likely in early 2016.

DAIRY 
The November USDA Milk Production 
report indicated a slower pace of early-
autumn herd liquidation than expected, 
as indicated by the 1,000-head monthly 
dip (to 9.309 million) The October herd 
topped the year-ago result by 36,000 
head (0.4%); production reached 17.080 
billion pounds. Milk production per head 
declined 5 pound annually. However, 
Wednesday’s WASDE report indicated 
the USDA looks for larger short-term 
cutbacks. It lopped 400 million pounds 
from its November U.S. 2015 output 
forecast, now at 208.3 billion pounds. 
In addition, the 2016 projection was cut 
500 million to 212.4 billion. This likely 
reflects recent price weakness, with 
current conditions seemingly setting the 
stage for a 2016 recovery. 
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CORN
The December issue of the USDA’s 
monthly WASDE (Supply/Demand) 
report focused on demand revisions. 
Recent events caused USDA to cut 
its US export forecast by 50 million 
bushels from last month to 1.75 billion. 
That was partially offset by a 25 million 
bushel increase in corn for ethanol, 
which reflected the strong pace of 
ethanol production so far in 2015/16 
and growing projections for gasoline 
usage next year. Despite the slight 
increase in the corn stocks projection, 
the midpoint season average farm price 
forecast is unchanged from last month 
at $3.65 per bushel. Corn prices have 
rebounded from their mid-November 
lows and seem likely to keep working 
higher into early 2016. Keys to future 
price action are final US production, 
December 1 stocks and South American 
weather news. Typically, prices weaken 
into late winter before turning higher 
again in early spring. 

SORGHUM
USDA made only very slight revisions 
to the supply/demand forecast this 
month. Production is not updated 
in December, but sorghum imports 
increased 1 million bushels to 2 million 
from last month. The added supply fell 
through the balance sheet, adding 1 
million bushels to ending stocks now 
forecast at 59 million bushels.  USDA 
lowered the season average price by 
$.10 per bushel to $3.50, down from 
$4.03 for the 2014/15 marketing year. 
The sliding sorghum prices reflect cash 
market weakness. Corn futures prices 
are within a few cents of year ago, 
but the cash basis is now much wider. 
Western Kansas quotes were about 15 
cents premium to futures in late 2014 
compared to approximate 60 cent 
discounts this year.  

WHEAT 
USDA updated its WASDE estimates 
Wednesday. US production remained 
at 2.052 bushels. Traders expected a 7 
million bushel increase in ending stocks, 
but USDA left that figure at 911 million 
bushels. The December export forecast 
remained at 800 million bushels. USDA 
kept the projected season average price 
steady, with a mean of $5.00. As for the 
global data, USDA revised global wheat 
production up to 734.93 million tonnes 
(mmt) and raised foreign exports by 1.3 
mmt. Two important events coming up 
could have a large impact on foreign 
demand. Argentina’s new President 
states that he will scrap the 23% tax and 
quota on wheat. In addition, the Fed is 
expected to begin raising U.S. interest 
rates this week. That could strengthen 
the dollar, thereby further strangling US 
wheat exports. 

RICE
The rice market plunged in early 
December. Through November 
30, nearby futures prices were still 
maintaining the $12/cwt level, but 
dove to a contract low at $10.76 
soon thereafter. January futures have 
barely over $11 despite the bullish 
implications of the December WASDE. 
USDA tightened the long-grain ending 
stocks forecast to 20.8 mil. cwt from 
21.8 mil and down from last year at 
26.5 mil. It’s a similar story for global 
forecasts of production and stocks. 
Global ending stocks at 88.4 mmt 
are the least since 2007/08 and off 
15.3 mmt from last year. Middle East 
geopolitical unrest, U.S. dollar strength 
and generally weak commodity prices 
are negative factors.

COTTON
USDA’s December WASDE report 
was supportive of the cotton outlook. 
USDA significantly lowered its forecast 
for U.S. cotton production by 250,000 
bales to 13.03 million bales from the 
November estimate at 13.28 million. 
The USDA left the midpoint of its 
forecast price range unchanged at 59 
cents/pound. USDA also trimmed the 
forecast for 2015/16 global production 
by 1.92 million to 103.71 million bales. 
In addition to the cut coming out of the 
US, lower than expected output was 
projected for the major cotton importers 
in 2015/16. The biggest cuts came out 
of China (down 700,000) and Pakistan 
(down 1.0 million bales). The net result 
of the various changes was a 1.70 
million-bale reduction in forecast global 
carryout, now stated at 104.39 million 
bales.

CATTLE
Cattle futures fell along with cash 
prices again last week. Fed cattle began 
trading at mid-week with Nebraska 
at $118/cwt, down $5 from last week. 
The breakdown surprised most in the 
industry. Beef prices were steady to 
lower, but didn’t justify such extreme 
cash market losses. Lower wholesale 
quotes did trigger increased buying 
interest. Nearby futures posted major 
lows before mounting a late-week 
comeback. Look for the cattle market 
to soon establish a low and turn higher 
into 2016. A correction could quickly 
carry February futures back to the low 
130s. In the monthly WASDE, USDA 
cut beef production slightly for 2015 
and 2016 based on reduced slaughter 
and lower feedlot placements. However, 
USDA slashed the price forecast for 
2016, cutting price forecasts for the first 
three quarters of 2016 by $5/cwt, with 
prices averaging $131/cwt in Q1, $139 
in Q2 and $138 in Q3.  

FEEDER CATTLE
Feeder cattle prices continued falling 
in early December. January futures 
are down to 150 cents per pound, a 
2½ year low for a nearby contract. 
Futures are steeply discount to the 
CME index at 162. From a technical 
standpoint, futures are oversold and 
due for a recovery rally. The sharp 
decline in feeder cattle prices has cut 
the breakeven on fed cattle to near 
126 cents per pound, which is near 
where April 2016 live cattle futures are 
currently trading. The lower breakeven 
and the potential for locking in profits 
on new feedlot placements in live cattle 
futures should begin to underpin the 
feeder cattle market.   

HOGS
A strong implication of recent hog 
slaughter totals is that forthcoming 
supplies will once again top the levels 
indicated by the most recent USDA 
Hogs & Pigs report. The September 
release implied stated late autumn 
supplies would run 3% above year-ago 
levels, but recent kills have averaged 
annual gains of about 7%. This also 
raises major doubts about the report’s 
implicit projection of winter supplies 
unchanged from those seen last year. 
Thus, the USDA will almost surely 
make major historical revisions when it 
releases its December 23 Hogs & Pigs 
report. The ham market has performed 
surprisingly well lately despite the huge 
seasonal and cyclical supply, but a late-
December breakdown in ham, pork 
and hog values is quite common. The 
complex could suffer a sizeable drop 
again this year, but a sizeable seasonal 
rebound seems likely in early 2016.

DAIRY 
The November USDA Milk Production 
report indicated a slower pace of early-
autumn herd liquidation than expected, 
as indicated by the 1,000-head monthly 
dip (to 9.309 million) The October 
herd topped the year-ago result by 
36,000 head (0.4%); production reached 
17.080 billion pounds. Milk production 
per head declined 5 pound annually. 
However, Wednesday’s WASDE report 
indicated the USDA looks for larger 
short-term cutbacks. It lopped 400 
million pounds from its November U.S. 
2015 output forecast, now at 208.3 
billion pounds. In addition, the 2016 
projection was cut 500 million to 212.4 
billion. This likely reflects recent price 
weakness, with current conditions 
seemingly setting the stage for a 2016 
recovery. 
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