
July 2019

Farm Manager Focus 

Wet, Cool Spring Conditions Have Cut 
Prospects for U.S. Corn

A record slow planting progress pace for both 
corn and soybeans are now on the books for 
June 2019. Just 67% of the U.S. corn crop and 
just 39% of the soybean crop were planted as 
of June 2 — a record for both — and were 29% 
and 40% behind their respective five-year aver-
ages. USDA’s May estimates implied there were 
still 30.6 million acres of corn and 51.6 million 
acres of soybeans left to plant. Those compari-
sons improved somewhat over the following 
week; but the cold, wet conditions that dominat-
ed the central U.S. into late spring have clearly 
affected the harvest outlook, especially for corn. 

The late start and slow planting progress meant 
the growing season had started for less than 
half of the corn crop and less than one-fifth of 
the soybean crop as of June 1. At the beginning 
of June, just 46% of the corn crop had emerged; 
and just 19% of the soybean crop had sprouted, 
38% and 37% behind normal, respectively.   

Up to one-third of the corn crop will be planted in 
June, and those late-planted acres face a major 
yield drag. According to Iowa State University, 
yield potential on corn planted in the state be-
tween May 25 and June 5 has just 50% to 70% 
of full yield potential, depending on plant popula-
tion. That falls to a range of 38% to 54% for corn 
planted between June 5 and June 15. There 
is clearly a major yield drag on corn planted in 
June. Strong corn yields can be achieved, but it 
would take favorable weather and an extended 
growing season to produce anywhere close to 
trendline yields. Obviously, an early frost repre-
sents a major danger to the crop.

In its June WASDE (published 6/11), the USDA 
slashed its 2019 U.S. corn production forecast 
to 13.68 billion bushels on planted acreage at 
89.8 million and an average national yield at 166 
bushels/acre. We believe the plantings figure is 
too high and currently estimate that total at 88.0 
million. We also see the national yield drop-
ping to 162.5 million acres and project 2019 
U.S. corn production at just 13.0 billion bushels. 
These numbers clearly look bullish for corn.

In early June, President Donald Trump threatened to impose 5% tariffs 
on goods imported from Mexico if that country didn’t increase its efforts 
to limit illegal immigration into the U.S. He was seemingly undeterred 
by widespread domestic opposition to the move. His hardline stand 
apparently payed dividends, since the U.S. and Mexico reached a June 
9 immigration/trade deal. Mexico’s foreign minister announced that 
troops would “rapidly” deploy to the country’s southern border to deter 
transmigrating people heading for the U.S. Senator Tammy Baldwin 
(D-Wis.) called on President Trump to release details of his promised ag 
trade deal with Mexico soon after the announcement, noting that Mexico 
has denied any such side-deal to buy more U.S. farm goods.

The U.S-China trade war is ongoing. Commerce Secretary Wilbur 
Ross said the U.S. would take steps to ensure it doesn’t get cut off 
from supplies of rare earth minerals after China’s state planner said in 
an early-June statement that it is studying whether to impose export 
controls on those materials. China seems to be targeting U.S. corporate 
interests in the country, with authorities fining Ford Motor Co.’s main joint 
venture $23.6 million for antitrust violations. In Congressional testimony, 
Gregg Doud, the top U.S. ag negotiator at the USTR, said, “I can say 
an important element of our negotiations with China has been to resolve 
a large number of unwarranted and longstanding trade barriers to U.S. 
agricultural exports." Doud said there’s been no U.S. poultry sold to 
China since a high-path avian influenza outbreak in 2015. Ractopamine 
issues have adversely affected U.S. pork sales; and after being allowed 
following a 15-year ban because of BSE, beef sales to China have 
amounted to “a thimbleful."

USDA’s Farm Service Agency issued a document attempting to clarify 
the 20-day late planting period, as it pertains to reporting of prevented-
plant acres. The release stated that producers who were unable to 
plant intended spring crops due to excessive rains and flooding should 
always report these "prevented from planting" acres to Farm Service 
Agency no later than 15 calendar days after the final planting date, as 
established by FSA. But, Risk Management Agency (RMA) allows for a 
20-day late planting period after the final planting date to report insured, 
but prevented from planting, acres to local crop insurance agents. This 
difference has caused confusion in reporting by producers. FSA policy 
has been clarified to state that if a producer timely reports prevented from 
planting acres to RMA (with the 20-day late planting period), FSA shall 
accept that submission as timely reported, contingent upon proof of the 
RMA report being available within a reasonable timeframe. 

USDA Secretary Sonny Perdue announced a decision to relocate the 
Economic Research Service (ERS) and National Institute of Food and 
Agriculture (NIFA) to the Kansas City region. Perdue says the move 
“provides a win/win – maximizing our mission function by putting taxpayer 
savings into programmatic outputs and providing affordability, easy 
commutes, and extraordinary living for our employees.” It will also save 
the USDA millions of dollars over time.

China’s hog herd plummeted 22.9% from year-ago levels during May, 
the country’s ag ministry reports. That includes a 23.9% annual plunge in 
its sow herd. African swine fever is the obvious cause. The country is still 
having great difficulty in trying to control the disease.
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CORN
Corn futures rose to the highest level 
since June 2014 on the continuation 
chart after USDA chopped its 2019 
U.S. production forecast 1.35 billion 
(9%) to 13.68 billion bushels. That 
would mark a four-year low and pull 
world inventories outside of China 
to a six-year low. Speculators wasted 
little time building long positions 
as more rain and cool temperatures 
forecast for late June implied further 
developmental delays that may trim 
more planted acres and yields below 
the cuts USDA made in the June 
Crop Production and Supply/Demand 
(WASDE) Report. Juast as impressive 
as the futures surge was the rising 
cash basis, which indicated demand 
is strong, even at higher prices. Early-
June ethanol production jumped to 
the highest level since August, while 
stockpiles dropped to their lowest in 
more than 10 months.

SORGHUM                               
The sorghum market has recently been 
dominated by shifts in corn prices, 
particularly with the strong price 
rebound in response to record-slow 
corn planting progress. Spring rains 
have both stalled planting progress and 
depressed corn yield potential. That 
in turn impacts prices of the compet-
ing feedgrains, of which sorghum is 
always prominent. The sorghum plant-
ing season itself has been difficult. As 
of mid-June, national planting progress 
was reaching only 50% complete, 
about 20 points below normal. One 
favorable factor is sorghum’s tendency 
to be planted later than corn, thus it 
still had a fighting chance to get many 
acres planted in late June. Traders were 
also speculating that some sorghum 
planting would replace corn acres. 
USDA’s June WASDE forecast found 
no changes to its supply and use com-
ponents. Nonetheless, hugely bullish 
corn market developments translated 
into a 50-cent improvement in the new-
crop price forecast to $3.50 per bushel.

SOYBEANS
The June USDA reports held generally 
bearish indications for the soybean 
outlook. But futures bounced off 
support on forecasts for heavy rains 
into late June, increasing supply 
concerns with nearly 34 million acres 
left to plant as of June 9. With late 
planting dates fast approaching (or 
past) and prices below crop insurance 
guarantees, producers may choose 
prevent-plant options. Funds were 
covering their large short position as 
late plantings suggest yield drag this 
fall. But the demand side of the market 
remains worrisome. USDA trimmed 75 
million bu. from its old-crop soybean 

export forecast, which may not be 
enough to accurately depict short-term 
prospects. Chinese buyers have asked 
U.S. exporters to delay cargoes set 
to be loaded for export in July until 
August — and may request more 
delays in the weeks ahead.

WHEAT 
Heavy rain forecast from Texas to Ohio 
provide price-supportive in mid-June. 
Maturing crops are vulnerable to 
yield and quality declines due to 
excess moisture. Output forecasts 
outside the U.S. are also beginning to 
retreat on dry weather stress. Prices 
will likely follow corn on rising 
demand for wheat in feed rations, as 
indicated by the big upward bump in 
the WASDE Report. Futures followed 
corn higher, but gains were restrained 
by reports of good yields and test 
weights from early-harvested fields. 
European and Black Sea supplies 
seem set to dominate summer-fall 
global wheat trade, undercutting U.S. 
export demand. HRS futures rallied 
as late-spring dryness developed in 
the Canadian Prairies. Forecasts for 
improving conditions in the northern 
Plains will be watched to see if better 
rains materialize. Projections for large 
world supplies of high-protein wheat 
may stunt spring wheat rallies.

FEEDER CATTLE
The combination of falling fed cattle 
values and surging corn and soybean 
costs, as was the case through much 
of late spring, often proves quite 
bearish for feeder cattle prices. This 
phenomenon arises from the simple 
fact that falling fed cattle values and 
rising feed costs decimate the typical 
feedlot operator’s incentive for buying 
and feeding replacement animals. The 
typical market reaction is to reduce 
feeder versus fed cattle spreads to 
a point where they offer something 
akin to profitable levels for feedyard 
managers. Doane thinks the speed and 
severity of the cattle breakdown has 
greatly increased the potential for an 
early-summer low. If so, sustained late-
summer gains could power a strong 
comeback by the feeder market.

CATTLE
After the cash market fell about 
$16 from late April to early June, 
cattle futures seemed to be trying to 
establish an early seasonal low, but 
seasonally large and sluggish beef 
demand were preventing a cash-led 
market rebound. There was some 
fill-in domestic buying for the Father’s 
Day holiday, but worries about weak 
demand amidst summer doldrums 
curbed futures buying interest. While 
year-to-date beef shipments lagged 

2018 rates by 8.6%, cumulative sales 
were fractionally ahead of last year as 
improved sales to Hong Kong offset 
reduced Japanese buying. Sales to 
both Mexico and Canada lag last year. 
Still, extremely low steer weights 
and wide choice beef premiums over 
select values indicate greatly limited 
market-ready supplies. Doane suspects 
the cattle market will post an early-
summer low for 2019, then begin a 
grinding rally through the second half 
of the year.

DAIRY
The April dairy herd population for 
the U.S. was recently stated at 9.328 
million head, down 1,000 from March 
and 90,000 (-0.96%) from April 2018. 
The ongoing cutbacks in the domestic 
herd have greatly slowed the long-term 
upward trend in U.S. production. The 
March 2019 total at 18.873 billion 
pounds actually fell 0.6% below, while 
the April figure at 18.43 billion rose 
just 0.1% annually. These diminished 
totals have continued meeting vigorous 
domestic demand for dairy products, 
while export demand has been uneven. 
Sales of dry and skim milk powder, 
butter and whey have slumped 
badly, whereas those for cheese have 
surged, as indicated by a near record 
in February and an all-time high in 
March. These conditions suggest milk 
and product prices will remain firm 
and likely rise during the coming 
months, which in turn may limit 
further producer ideas of culling herds.

HOGS
Hog futures slid to their lowest level 
since mid-March in early June, as 
rising slaughter supplies and sluggish 
pork demand limited buying interest. 
Despite the market’s history of great 
spring strength, pork values fell 
contra-seasonally. Ham values surge 
to highs not seen since December 
2014, but weakness in pork loin and 
bellies limited the impact on carcass 
prices. Large speculators continued 
liquidating long positions, but buying 
would very likely surge on improved 
pork export news and/or if loin and 
belly prices joined hams in rallying. 
Early-June export sales fell 36% below 
the four-week average, but shipments 
topped their four-week mean by 8%. 
However, late-spring hog slaughter 
soared above all former post-Memorial 
Day levels, as exemplified by kills 
totaling 2.431 million head, up 9% 
annually, during the week ended June 
15. This suggests summer hog supplies 
will swamp demand and depress 
prices. China’s ASF situation has 
become a big joker in the deck. 
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