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What can farmers expect from the incoming Trump 
Administration? The make-up of Congressional Agriculture 
Committees should be stable, with Republicans retaining control 
of both houses of Congress and no major leaders losing. John 
Dillard, Farm Journal columnist and agricultural and environmental 
law expert, says farmers might see positives and negatives spill 
out of the election results. “I think agriculture will welcome his 
promise to scrap some regulations, such as WOTUS, as well 
as putting someone with an ag background in charge of EPA,” 
Dillard says. Trump has proven a solid supporter of RFS and 
reportedly understands the importance of the farm bill. Dillard also 
anticipates a Trump Administration will look more closely at how 
the Department of the Interior and USDA manage public lands, 
which he admits has been a contentious issue for many western 
ranchers. One potential negative is on trade since farm exports 
could suffer badly if current agreements are disrupted. 

The U.S. exported $11.113 billion of ag goods and imported 
$8.879 billion in September. In the 2016 fiscal year, the U.S. had 
an ag trade surplus of $16.617 billion. While down sharply from 
$25.506 billion in FY 2015, it topped USDA’s forecast of $13.700 
billion.

Rains along Australia’s east coast and frost in Western Australia 
have delayed wheat harvest to the point exporters are worried 
about fulfilling contracts for November and December. Wheat 
harvest is running three weeks behind normal in Western Australia 
and two weeks behind on the country’s east coast.

The copper market was trading just above the $2.00/pound 
level in late October. The market then turned higher, with the 
subsequent penetration of short-term moving average and 
trendline resistance seeming to trigger a stunning parabolic rally. 
The December contract touched $2.7345 on November 11 before 
setting back. The advance reflects improved optimism about the 
economic outlook, as well as autumn talk of active Chinese buying.

U.S. consumers may see smaller bills at the grocery store in 
2016 compared to 2015, possibly enough to temper overall food 
price increases to 1% (range of up 0.5% to up 1.5%), according to 
the food prices update from USDA's Economic Research Service 
(ERS). Grocery store prices are now forecast to range between 
minus 0.75% to up 0.25%, a “rate of inflation (or possibly deflation) 
that would again fall below the 20-year historical average of 2.5%.” 
Recent declines in prices for beef and veal, poultry and eggs are 
causing talk of retail price deflation. Lower transportation costs due 
to deflated oil prices plus U.S. dollar strength all are factoring into 
the declines. ERS forecasts 2017 food prices to rise between 1% 
and 2%. In data going back to 1974, USDA has never reported an 
annualized decline in grocery store prices.

The ag industry is gearing up for the formulation and passage 
of the next farm bill. Recall that the previous bill was delayed a 
year and wasn’t passed until 2014. The next bill is set for 2018, 
but meeting the deadline may be problematic. Short-term actions 
are contemplated for the various safety net programs such as ARC 
(Ag Risk Coverage) and those for cotton and dairy. Conservation 
program proponents want more funding and reform. Look for a 
push to raise maximum CRP acres. Numerous other topics, such 
as food aid, food stamps and conservation compliance, also have 
to be tackled.

Farm Manager Focus
La Niña Could Affect the Markets This Winter

Meteorologists and the commodity markets 
pay a great deal of attention to surface waters 
in the central-southern Pacific Ocean, since 
those shifts can greatly affect global weather 
and growing conditions for the crops grown 
by numerous countries. El Niño conditions 
defined by abnormally warm waters usually 
get the most attention since those were first 
recognized as affecting the global climate; 
but La Niña conditions, when those waters 
become abnormally cold, can be just as bad 
for crops in many areas.
A particularly strong El Niño ended last sum-
mer, with its effects having apparently hurt 
South American corn and soybean produc-
tion, hammered South African corn output 
and substantially reduced palm oil production 
in Southeast Asia and the southwest Pacific. 
Unfortunately, La Niña routinely follows its 
warm counterpart. That is now the case, 
with southern Pacific waters recently having 
fallen below historical norms. It looks as if this 
La Niña event won’t prove as severe or as 
persistent as is sometimes the case, but it still 
poses a threat to crops.
The latest release from the National Oceanic 
and Atmospheric Administration (NOAA) high-
lighted this potential, indicating that the recent 
heat and dryness affecting the southern tier 
of the United States will persist as one likely 
consequence of La Niña. The agency also 
projected relatively cold and wet winter condi-
tions in northern areas. 
History also suggests La Niña will cause 
sustained dryness to much of Argentina and 
southern Brazil during the coming months, 
whereas it often brings greater precipitation to 
the region extending from Southeast Asia to 
eastern Australia from September into at least 
January of the following year. Most of South 
America, with the exception of eastern Brazil, 
tends to be abnormally cold during La Niña 
episodes. Southeast Asia tends to be com-
paratively warm at various times of the year, 
whereas eastern Australia generally gets 
colder in such circumstances.
Ultimately, these suggested developments 
are only tendencies and don’t always hold. 
Still, there is little doubt that La Niña holds 
the potential to disrupt agricultural production 
and greatly affect global markets as a conse-
quence. 
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CORN
On its November 9 Crop Production 
and Supply/Demand (WASDE) 
reports, USDA surprised the corn 
market by boosting the national 
corn yield by 1.9 bushels per acre 
to a record 175.3 bushels. That put 
production at a record 15.226 billion 
bushels. USDA raised corn for ethanol 
use by 25 million bushels to 5.3 billion 
bushel, which is up 94 million bushels 
from 2015/16 and made historical 
revisions to the non-ethanol food, seed 
and industrial usage, resulting in a 60 
million bushel increase in that forecast 
for 2016/17. USDA now projects total 
2016/17 corn use at 14.610 billion 
bushels, up 85 million bushels from 
October and 948 million above a 
year ago. The net result of the various 
shifts was an 83-million-bu. surge in 
projected 2016-17 carry-over to 2.403 
billion bushels. The results weighed 
on corn futures. Export data for the 
week ended November 3 weren’t very 
strong, but export demand remains 
robust. The stock market’s post-
election surge implies forthcoming 
demand from domestic sources will 
improve over the intermediate term, 
but concurrent U.S. dollar strength 
threatens to stifle export sales. South 
American production is expected to 
recover from last year’s poor totals in 
early 2017, but La Niña may affect 
them again this year. 

SORGHUM
In the November Crop Production 
report, USDA lowered 2016 sorghum 
production by 5 million bushels 
from October to 462 million bushels. 
With the no change in acreage, a 
0.7 bushel cut to the national yield, 
now estimated at 76.5 bushels per 
acre, accounts for the production 
cut. Sorghum demand projections 
are unchanged from a month ago 
with total use still forecast at 460 
million bushels, down 123 million 
from 2015/16. The key for demand 
probably hinges on exports. USDA is 
projecting a 26% cut in exports this 
year as China slows imports from the 
U.S. So far U.S. export commitments 
to all destinations (mostly China) 
are down 61% from a year ago. The 
risk is that exports fall short of the 
current forecast at 250 million bushels, 
resulting in ending stocks above 
USDA’s latest projection at 40 million 
bushels.

SOYBEANS
USDA revised its estimate of 2016 
U.S. soybean yields upward 1.1-
bushels to 52.5 bushels per acre, 
easily topping last year’s record 
at 48.0 bushels. As a result, the 
national crop climbed to a fresh 
record at 4.361 billion bushels. and 
2016/17 ending stocks are expected 
to test 480 million despite another 25 

million-bushel increase in the export 
forecast. Futures reacted negatively 
to the news. After running at torrid 
levels for weeks, export sales for the 
week ended November 3 reached 
“just” 1.002 million tonnes, which 
fell short of lofty expectations. But 
shipments fell only slightly below the 
previous week’s marketing-year high. 
As with corn, the soybean outlook 
seems promising as long as exports 
remain elevated. The soyoil market is 
benefitting from tight global vegetable 
oil supplies, whereas the meal market 
is struggling. Much depends upon the 
size of forthcoming South American 
crops in early 2017.

WHEAT 
USDA’s Nov. 9 reports provided 
no surprises for the wheat market. 
The upward revisions to the forecast 
2016-17 U.S. carryover contributed 
to the 860,000 MT increase in 
global stockpiles. Futures have 
been relatively firm but couldn’t 
overcome post-report selling spilling 
over from the corn market. Traders 
apparently harbor growing concerns 
about dryness in the southern Plains, 
since that could depress the winter 
wheat crop of early-to-mid-2017. 
On the other hand, mid-November 
crop conditions on the weekly USDA 
Crop Progress reports were running 
above year-ago levels. Ultimately, 
fall condition ratings aren’t a 
particularly good indicator of likely 
spring conditions.That probably 
explains the nearby HRW contracts’ 
recent premium over their SRW 
counterparts. The relatively strong 
pace of autumn spring wheat sales and 
exports limiting price pressure on that 
market. But recent U.S. dollar gains 
are threatening to worsen already 
mediocre global demand for U.S. 
wheat amidst the global glut.

CATTLE
Given the sustained weakness suffered 
by the cattle market through much 
of 2016, it would be easy to expect a 
fresh setback in cash cattle prices at 
this time of year. The holiday season 
is looming large as grocers focus 
upon turkey and ham sales. However, 
with Thanksgiving set for November 
24, this leaves the first weekend in 
December open for beef features, 
which in turn suggests grocers will 
buy beef rather aggressively into late 
autumn. Cattle weights consistently 
ran below year-ago levels through 
autumn, highlighting the relative 
tightness of market-ready fed cattle 
supplies. This has possibly set the 
stage for a strong seasonal rally from 
mid-October lows into early spring.

HOGS
Weekly hog slaughter twice topped 2.5 
million head in late October and early 

November and has averaged 6.3% 
over year-ago since the third week of 
September. Despite the surprisingly 
large supplies, hog prices held up 
remarkably well. The CME Lean Hog 
Index stabilized above the $51 level 
in late October, but fell below $50 in 
early November. The recent firmness 
powered a sizeable futures rebound 
from deeply discounted levels versus 
the cash index. Traders apparently 
believe the ease with which the market 
has handled the record supply bodes 
well for late-2016 price prospects. 
They may be correct, but having early 
autumn supplies top forecasts by 2% 
raises concerns that they will also do 
so in December, thereby smashing 
packing industry capacity and sinking 
prices.

FEEDER CATTLE
The CME feeder cattle index has 
fallen nearly 50% from its $245/cwt 
peak in late 2014 to the recent October 
low at $119.48. Over the past few 
weeks, cattle prices from calves to 
fed cattle have firmed. Confirmation 
that feeder cattle prices are finally 
set to stage a recovery is still mixed, 
but if fed cattle prices can continue 
strengthening, feeders should follow.  
Feedlots have been aggressively 
marketing cattle over the past several 
months, thereby limiting numbers 
still in those yards. When combined 
with improved break-evens for new 
placements, this should boost feeders 
demand into early 2017. The CME 
feeder index should rebound from 
$125 to $126 currently to near $140/
cwt into the first quarter of 2017.

DAIRY
After stating its milking herd estimates 
for July and August at surprisingly 
high levels (at 9.344 million and 
9.360 million head, respectively) on 
its September report, USDA reversed 
course in October. The July and 
August totals were respectively cut to 
9.329 million and 9.341 million and 
the September population was pegged 
at 9.338 million. Also, USDA stated 
September U.S. milk production at 
16.967 billion pounds on its October 
report, thereby marking a 2.1% annual 
increase. Cheese price weakness 
experienced through the first half of 
2016 seemingly persuaded grocers to 
lower retail prices in recent months, 
which in turn sparked accelerated 
consumer buying in late summer and 
early fall. Wholesale cheese prices 
recently surged in response, which led 
a significant milk price rally in late 
October and early November.
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