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The initial Farm Service Agency (FSA) certified acreage data for 
August signals USDA’s June corn and soybean acreage estimates 
were too low. As of Aug. 1, farmers reported planted acreage 
(including failed acres) of 90.365 million for corn and 81.368 million 
for soybeans. Prevented-plant acres as of Aug. 1 totaled 1.039 
million for corn and 237,057 for soybeans. Based on our analysis 
of this initial data, USDA undershot corn acreage by 650,000 and 
soybean plantings by 485,000 acres in the June Acreage Report. 
That would raise corn plantings to 94.8 million and soybean plantings 
to 84.2 million acres. At USDA’s August yield estimates, that would 
add nearly 114 million bu. to corn production and about 24 million bu. 
to the soybean crop. FSA’s initial data dump also suggests cotton 
plantings will be increased and wheat acres lowered from the June 
estimate.

BNSF Railway has recalled nearly half of the roughly 5,000 
workers whose jobs were furloughed earlier this year due to “an 
uptick in grain traffic.” BNSF says it will ship a record number of grain 
shuttle trains this summer and fall. The pickup in grain rail business 
comes amid the sharp downturn in oil and coal movement out of 
North Dakota. With grain actively moving out of the region, Northern 
Plains producers won’t face the struggles with a lack of railcar 
capacity in 2013 and 2014, which sharply widened basis. 

Land values are being pushed down by low commodity prices, 
along with farmers’ income, according to two recent reports by both 
the Federal Reserve Banks of Kansas City and St. Louis. Lower 
commodity prices have weakened farm income, worsened credit 
conditions and pushed down the value of Central Plains nonirrigated 
and irrigated cropland by 3% and 5% from a year ago. Irrigated 
cropland values have declined in each of the past six quarters, while 
nonirrigated cropland values have declined in four of the past six 
quarters. The drop in income also affected credit, with 15 percent of 
bankers reporting that they denied more than 10% of applications for 
farm operating loans. 

The National Corn Growers Association (NCGA) recently stated 
that a new report from the Environmental Protection Agency (EPA) 
on atrazine could cost the industry $2.5 billion in yield losses and 
increased input costs. “Farmers cannot afford to lose access to 
atrazine,” said Wesley Spurlock, a farmer from Stratford, Texas and 
First Vice President of the NCGA. The NCGA reminded readers of a 
2012 economic analysis by the University of Chicago, which found 
that farming without atrazine could cost corn farmers up to $59 per 
acre. That’s staggering given the huge losses in net farm income 
seen over the past 2 years. The recommendation contained in the 
report suggests the EPA will effectively ban atrazine. The comment 
period on the reregistration process ends on October 4.

The Environmental Protection Agency (EPA) and the Department 
of Transportation’s National Highway Traffic Safety Administration 
(NHTSA) finalized fuel efficiency standards for medium- and 
heavy-duty vehicles on Aug. 16. The updated standards, aimed 
at improving fuel efficiency and cutting carbon pollution, were 
called for via President Barack Obama’s Climate Action Plan. 
These purportedly promote cleaner, more fuel-efficient trucks by 
encouraging the wider application of currently available technologies 
and the development of more advanced technology through model 
year 2027. The trucking industry is cautiously embracing the 
changes.

Farm Manager Focus
August Yield Estimates Aren’t the Final Word

The ag industry focus heavily upon the corn 
and soybean crop estimates published each 
year in the August 12 release of the USDA’s 
Crop Production Report, since it represents 
the first of the crop year based upon actual 
field surveys. Still, yield estimates can diverge 
from August to the “final” peg in January 
(although the USDA sometimes makes further 
revisions). 

Inexact yield forecasts aren’t very surprising 
given all the factors that are included when 
estimating them. For example, in calculating 
corn yields USDA’s “enumerators” count plant 
populations in rows and distance between 
rows, as well as silked ears and ear shoots on 
those plants. This doesn’t even include vari-
ous tests for ear size and weight and harvest 
loss. Methods for estimating soybean yields 
are similar, but the soybean yield can vary 
greatly from the August forecast, since so 
much crop development occurs after this first 
survey is taken. Less discussed but equally 
important are the farmer surveys which USDA 
incorporates into national yield calculation 
for both crops. The record high August yield 
implies farmers are optimistic about crop 
prospects.  

For all its meticulous methods and the broad 
nature of the survey, USDA’s August estimate 
often changes in the following months. For 
example, the absolute (plus or minus) dif-
ference between USDA’s August corn yield 
estimate and the final January figure has 
averaged 5.6 bu. per acre (4.0%) since 1990. 
The August forecast was too low 15 times and 
too high in 10 years. The August 2012 projec-
tion matched the January figure.  

For soybeans, the absolute August error aver-
aged 2.0 bu. per acre (5.0%) over the 26-year 
sample. Similar to the corn results, the August 
estimate was low in 16 of those years and too 
high 10 times. USDA tends to be quite con-
servative with its early bean forecasts, which 
often results in a pattern of upward revisions 
during fall.
 
The ag industry has an aphorism “large crops 
get larger” as fall USDA production reports 
are released, but given the huge initial totals 
posted August 12, that might not happen this 
year.
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CORN
The USDA’s August 12 Crop 
Production report stated the 2016 
U.S. corn crop at 15.153 billion 
bushels. This record total is based 
on a record national average yield of 
175.1 bushels per acre; that smashed 
the 2014 record yield of 171.0 
bushels. However, in its commentary 
USDA indicated 2016 ear counts 
were the fourth highest on record, 
thereby requiring that ear weights 
prove extremely large. Conversely, 
Farm Service Agency (FSA) farm 
program sign-up data released the 
same day suggest the USDA’s 2016 
June acreage estimate at 94.15 million 
acres was too low. Doane has revised 
planted acreage up 650,000 acres to 
94.8 million acres. Harvested acres 
were revised accordingly to 87.2 
million compared to USDA’s current 
86.6 million acre total. Based on 
these revisions, Doane’s 2016 corn 
production estimate is 14.954 billion 
bushels.

SORGHUM
USDA released its first survey-
based crop production estimates of 
the 2016-crop year on August 12, 
pegging the sorghum crop at 475 
million bushels. While production is 
down 20% from 2015, it’s up 13% 
from the July forecast. The national 
sorghum yield, at 73.5 bushels per 
acre, is down 2.5 bushels from 2015’s 
record yield, but is well above the 
65.1 bushel trend yield USDA used in 
July. On the demand side, total use is 
now projected at 460 million bushels, 
40 million higher than last month. 
The stronger demand forecast helps 
offset the higher production estimate, 
thereby limiting the increase in ending 
stocks to 51 million bushels. This 
compares to 46 million bushels last 
month and a revised 35 million for 
2015/16. The season average farm 
level price is now forecast at $3.00 per 
bushel, down from $3.15 in July and 
$3.30 for 2015/16.

SOYBEANS
USDA forecast a record 2016 soybean 
yield at 48.9 bushels per acres, topping 
2015 at 48.0 bushels. When combined 
with the June acreage result, the yield 
figure implies record production at 
4.060 billion bushels (110.5 MMT); 
that would exceed the 2015 record at 
3.929 billion bushels by 131 million 
bushels. The department has a history 
of tending to underestimate soybean 
yields at this time of year. Moreover, 
the preliminary FSA acreage signup 
data suggest actual 2016 plantings 
exceeded the official USDA estimate 
at 83.7 million acres by an additional 
0.5 million. On the demand side of the 
balance sheet, the U.S. usage forecast 
continues to work its way higher, with 
diminished South American crops, 

strong livestock/poultry industry 
demand for soymeal and rising energy 
and palm oil prices boosting soyoil 
usage. A hiccup in South American 
production next year could greatly 
reduce global supplies and send prices 
higher.

WHEAT 
The August crop report sealed the deal 
on the 2016 crop being superlative in 
terms of production and yields. The 
national yield at 52.6 bushels breaks 
the 50-bushels per acre barrier as it 
smashes the previous record of 47.1 
bushels from 2013. Because of the 
large yield, even with reduced acreage 
in 2016, the crop size surges to 2.321 
billion. The large crop contributes to 
an even more bearish 2016/17 price 
outlook than last month. Supplies and 
ending stocks will be much higher. 
On its own, the supply/demand 
balance is a negative factor for prices. 
The situation is compounded by the 
below-average protein qualities of the 
massive hard red winter wheat crop. 
Another record Russian crop will 
probably enable the Asian giant to 
dominate global market in that region, 
with general U.S. dollar strength 
continuing to limit U.S. sales.

CATTLE
Grocers have completed the bulk 
of their beef purchases for Labor 
Day features, which at least partially 
explains the mid-August cattle market 
slide. Large weekly kills have also 
been a problem for market bulls. 
Despite having the feedlot population 
run just 1% to 2% above year-ago this 
summer, slaughter totals averaged 
10% over mid-2015 levels during the 
month after Independence Day. Doane 
still believes producers are selling 
cattle aggressively in the face of 
widespread bearishness, as indicated 
by steer weights under year-ago levels. 
The accelerated sales are very likely 
reducing the market-ready supply of 
fed cattle, with the low weights also 
implying reduced beef production 
per head. This gives producers 
great bargaining leverage. Don’t be 
surprised if the usually second-half 
decline in cattle supplies proves 
unusually large after Labor Day, 
thereby boosting cattle and beef prices 
in the process.

HOGS
As in the cattle market, recent hog 
slaughter totals have exceeded 
expectations based on USDA’s 
June Hogs & Pigs Report. Unlike 
cattle kills, this may signal larger 
late summer and autumn supplies, 
since the numbers suggest USDA 
under-counted early spring pig births. 
Conversely, the big hog and pork 
price losses experienced since late 
June may finally be attracting interest 

from grocers. Pork rib and belly prices 
bounced last week, while the CME 
Lean Hog Index posted its first gain 
(up 0.25¢ to $67.17) since peaking on 
June 28. We still suspect the market 
could prove surprisingly strong over 
the next six weeks, especially if 
kills match report-based forecasts, 
providing a hedging opportunity. 
Conversely, the mid-year ham price 
surge may limit late-2016 interest 
despite the recent price reversal. 
The industry is clearly worried that 
late-2016 hog supplies will exceed 
packer capacity.

FEEDER CATTLE
The CME feeder cattle index has 
moved up about $10/cwt from late 
July to near $149/cwt currently. 
Lower corn prices and a modest 
recovery in deferred live cattle futures 
have helped support the recovery. 
Given the forecasts for record corn 
and soybean harvests, feed costs are 
likely to remain relatively low during 
the coming months. That usually 
translates into yearling price strength. 
As feedlot margins improve into the 
fall, feeder cattle prices should also 
move higher, but the CME index is 
likely to struggle to move past the 
$160 area.  October feeder cattle 
futures are trading well below the 
index near $143/cwt so a move to at 
least the $150 area seems likely over 
the next few weeks. Longer-term, 
though, the cattle herd is expanding. 
That means a large calf crop this 
year and rising calf and feeder cattle 
supplies into 2017.

DAIRY
The U.S. dairy industry sustained 
the domestic cow population at high 
levels through spring 2016 despite 
persistently weak milk and product 
prices and a major rally in grain 
prices and feed costs. In its July 
Milk Production report, the USDA 
stated the June milking cow herd at 
9.328 million head, which essentially 
matched the 9.327-9.329 million totals 
seen over the three previous months. 
Although cheese and butter production 
have also climbed, surging cheese 
prices and sustained butter quotes 
at elevated levels imply demand 
strength. Milk prices are expected 
to climb into September and remain 
relatively elevated. We at Doane think 
spreading use of robotic milking 
systems is changing the industry 
and will make future herd cutbacks 
less likely. Thus, USDA production 
forecasts for 2016 and 2017 at 212.1 
billion and 215.8 billion pounds, 
respectively, aren’t terribly surprising.
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