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Reduced Expenses Boost 2019 Net 
Farm Income

The USDA issued its latest estimates of U.S. 
farm income on August 30. The report projected 
2019 net farm income at $88.020 billion, which 
represented a 4.8% rise from the revised 2018 
figure at $84.01 billion. The 2018 result exceeded 
the revised 2017 figure at $77.68 billion by 8.1%, 
which in turn topped the depressed 2016 net 
income total for U.S. farmers by 25.2%. 

Farm sector income is not seen changing all that 
much this year. For example, the 2019 forecast 
for the value of agricultural sector production 
at $414.68 billion slipped modestly from the 
2017 and 2018 estimates at $415.67 billion and 
$414.97 billion, respectively. The source of the 
change in net farm income arises from big cuts to 
the USDA’s estimates of cash expenses paid by 
farmers. The shift reflects more accurate USDA 
information in the wake of the five-year Census 
of Agriculture published early this year. Thus, 
USDA reduced its estimates of total production 
expenses $4.7 billion and $25.3 billion to $345.8 
billion and $340.9 billion for 2017 and 2018, re-
spectively. Moreover, its first 2019 forecast came 
in at $342.9 billion, well below Doane’s forecast 
at (which was largely based upon the 2018 USDA 
estimate) $368.4 billion. Total farm sector cash 
receipts are forecast at $371.09 billion, down 
slightly from $373.50 billion in 2018. 

Farm sector assets are predicted to top the $3.0 
trillion mark (at $3.08 trillion) in 2019 for the 
third consecutive year, although the 2018 total 
was revised slightly lower. Farm sector equity is 
seen reaching $2.67 trillion, whereas total debt is 
expected to surge to $416 billion, up 3.4% from 
last year. This clearly continues a trend in place 
since 2013, but the latest reading remains below 
the 2009 peak, as well as readings seen in the 
1990s. Moreover, the numbers of the past few 
years are dramatically below the extreme levels 
in the 26%-28% range reached in the 1980s. 
Thus, while the industry’s financial condition is 
deteriorating, it’s better off than at times in the 
past.  

After reaching very harsh levels of rhetoric and tit-for-tat tariff imposi-
tions in late August, U.S.-China trade tensions eased in early September. 
President Donald Trump delayed by two weeks tariff increases on Chinese 
goods planned for Oct. 1. China exempted some U.S. goods from tariffs for 
one year and said it would exclude some ag products, including soybeans 
and pork, from additional tariffs. USDA confirmed Chinese buyers pur-
chased 204,000 metric tons of U.S. beans last week. Some industry sources 
told us China “gave clearance” for purchases of 2 million metric tons. Trump 
prefers a broad deal, though he left open the possibility of an interim agree-
ment. Beijing wants a trade deal and to put national security issues on a 
separate track. On September 20, trade negotiations might have gone a 
bit south when Chinese negotiators returned home early instead of visiting 
farms in Montana and Nebraska, as of press time.  

Farm state interests are pushing the reallocation of biofuel blending 
requirements for small refineries. Oil-state lawmakers say reallocating those 
that have been waived would “violate the law and harm certain obligated 
parties, nullifying any relief achieved by the waivers.”  The Trump adminis-
tration initially didn’t appear willing to reallocate the entire 4.2 billion gallons 
exempted, but some sources say one option under discussion is to reallo-
cate them over three years. Clearly, RFS decisions can change quickly.  

Signup began Sept. 11 for $3.005 billion in disaster assistance (mostly 
for 2018 and 2019) via the Wildfire and Hurricane Indemnity Program Plus 
(WHIP+) from the USDA. Funds will be available for eligible producers who 
have suffered eligible losses of certain crops, trees, bushes or vines in 
counties with a Presidential Emergency Disaster Declaration or a Secre-
tarial Disaster Designation (primary counties only). Producers not in areas 
getting a disaster declaration or designation can apply for WHIP+, but have 
to provide supporting documentation relative to their losses being from a 
qualified disaster event.

On September 17, the USDA announced a final rule to modernize swine 
slaughter inspection and bring it into the 21st century. For the first time in 
more than five decades, the USDA’s Food Safety and Inspection Service 
(FSIS) is modernizing inspection at market hog slaughter establishments 
with a goal of protecting public health while allowing for food safety innova-
tions. The final rule has new requirements for microbial testing that apply to 
all swine slaughterhouses to demonstrate that they are controlling for patho-
gens throughout the slaughter system. Also, FSIS is amending its meat 
inspection regulations to establish a new inspection system for market hog 
establishments called the New Swine Slaughter Inspection System (NSIS). 
In the final rule, FSIS amends the regulations to require all swine slaughter 
establishments to develop written sanitary dressing plans and implement 
microbial sampling to monitor process control for enteric pathogens that 
can cause foodborne illness. The final rule also allows market hog estab-
lishments to choose if they will operate under NSIS or continue to operate 
under traditional inspection.

Crop protection company ADAMA and crop imaging company Tara-
nis have announced a new partnership to launch an “end to end precision 
agriculture solution.” ADAMA will work with Taranis as a strategic partner 
in using their aerial scouting images and artificial intelligence platform. 
The companies say this will be a full-service package to optimize farming 
practices and decrease costs using precision agriculture. This is another 
example of the ongoing ag industry shift toward increased technology usage 
to improve industry productivity and efficiency. 
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CORN
In its September monthly reports, 
the USDA placed the national corn 
yield at 168.2 bushels per acre, which 
was down 1.3 bushels from August. 
The trade expected a national yield at 
166.7 bushels per acre. The production 
forecast dropped to 13.799 billion 
bushels. That was 185 million bushels 
over the average pre-report forecast. 
These comparisons on yield and 
production between USDA and the 
trade averages are very typical for 
September. In its new-crop analysis, 
larger carryover and lower use offset 
lower production. USDA increased 
its ending stocks forecast 9 million 
to 2.190 billion bushels. The single 
use adjustment was a reduction of 25 
million bushels for ethanol. New-crop 
world ending stocks are now forecast 
at 306.27 mmt, and those are down 
from last month’s forecast at 307.72 
mmt. There was no change to the China 
forecast. The cash price forecast was 
unchanged at $3.60. Mid-September 
forecasts suggested Midwest weather 
will allow the corn crop to mature, 
thereby potentially boosting production 
and depressing prices. The market 
suffered from poor demand news 
through much of August. Improved 
off-take would go far in supporting 
prices in the coming weeks and months.

SORGHUM                               
In its September reports, the USDA 
indicated the 2019 U.S. sorghum crop 
should slightly exceed 350 million 
bushels, largely matching the produc-
tion totals of the past two years. The 
USDA trimmed 50,000 acres from its 
Kansas harvested acreage estimate, 
which was offset by a 3 bushel per 
acre increase in the Kansas sorghum 
yield forecast to 82 bu/ac. Nebraska 
has the highest yield forecast at 93.0 
bu/ac. South Dakota’s yield forecast 
at 83.0 bu/ac is a record for the state. 
Texas yields were trimmed to 68.0 bu/
ac. There was a late surge in 2018/19 
exports to lower carryover by 5 mil-
lion to 55 million bushels. USDA cut 
new-crop ending stocks to 46 million, 
down 8 million from August. While the 
reduced stocks are price supportive, 
increased corn stock forecasts continue 
weighing on feedgrain prices.

SOYBEANS
As usual, the USDA’s September 
soybean acreage estimate was 
unchanged from August. Ag department 
analysts stated the national soybean 
yield at 47.9 bushels per acre, whereas 
the trade anticipated a national figure at 
47.2 bushels per acre. The production 
forecast dropped 47 million to 3.633 
billion bushels, which topped the 
mean forecast by 37 million bushels. 

The only change to the 2019-20 usage 
forecast was an increase of 2 million 
bushels for residual use. The net of the 
adjustments lowered the ending stocks 
forecast by 115 million to 640 million 
bushels. The cash price forecast was 
lifted 10 cents to $8.50. The results 
apparently amplified the soybean rally 
begun beforehand, with the most-
active November contract breaking out 
above major resistance in the process. 
Having futures rise despite the larger 
supplies implied underlying strength 
and suggested the potential for further 
gains. A U.S.-China trade deal would 
obviously be quite bullish.

WHEAT 
USDA’s September Crop Production 
report did not include any changes 
since yield, acreage and production 
estimates will be updated in the 
September 30th annual Small Grains 
report. There were no changes this 
month to USDA’s WASDE all wheat 
balance sheet as the agency kept ending 
stocks unchanged from August at 1.014 
billion bushels. Wheat futures  showed 
little response to the monthly data, but 
likely found some spillover support 
from the firming soybean and corn 
markets. The markets are now focusing 
upon world weather patterns as seeding 
of winter wheat approaches in the 
Northern Hemisphere. Drought has 
trimmed production in some countries 
(e.g., Australia, France), but global 
supplies remain extremely large and 
seem likely to limit price gains.

FEEDER CATTLE
The supply of feedlot-ready yearlings 
is likely dwindling on a seasonal basis 
at this point. Conversely, the number 
of calves ready for early placements is 
almost surely ballooning, as indicated 
by the industry pattern of aggressively 
placing calves during the September-
November period. October feedyard 
placements typically mark the annual 
peak. As is so often the case, the 
feeder price outlook depends heavily 
upon events in the fed cattle and corn 
markets. Tight fed cattle supplies and 
huge packer margins suggest prices 
will work higher in the coming weeks. 
In addition, warm forecasts imply the 
corn crop will reach maturity before 
first frost, which bodes ill for corn 
prices. Conversely, big losses suffered 
by deferred live cattle futures may 
depress feeder demand. Ultimately, the 
fall yearling price outlook seems rather 
promising.

CATTLE
Live cattle futures led the early 
September price recovery from sharp 
August losses. Volume and open 
interest rebounded amidst the rally, 

a sign that funds saw value under 
$100/cwt after dramatically reducing 
long positions during the prior two 
months. The market was supported 
by feedlots refusing to sell at lower 
prices in mid-September, requiring 
packers to raise bids to acquire cattle. 
Persistently tight market-ready supplies 
suggest the seasonal low has been 
posted. The late August reversal of a 
big portion of early-month gains in 
wholesale beef prices may reignite 
grocer and consumer demand in the 
weeks ahead. Export demand may also 
begin to improve after the recent lull, 
especially if the U.S. and Japan are able 
to complete the trade pact tentatively 
agreed upon in August.

DAIRY
The late-summer price surge indicated 
U.S. dairy producers were apparently 
reacting to the strength exhibited by 
tightening supply/demand conditions 
developed during summer. This was 
made rather evident by the September 
USDA Milk Production report, 
which revised the July milking cow 
herd up from 9.310 million head in 
the August report to 9.320 million. 
Moreover, the August total was stated 
just 2,000 head lower at 9.318 million 
cows. Meanwhile, milking efficiency 
continued its long-term uptrend, with 
the increased production per cow more 
than offsetting the annual reduction in 
cow numbers to push total U.S. milk 
production to 18.28 billion pounds, 
up 0.2% from a year ago. The August-
September rally very likely reflected 
vigorous dairy product demand, 
although drought-reduced European 
supplies and seasonally-diminished 
New Zealand output apparently 
reduced international price pressure. 
The dairy outlook looks promising.

HOGS
The hog market continued swinging 
widely as another round of Chinese 
trade talks hopefully approaches in 
October. An early-September freeze 
in tariff impositions and reports 
China was preparing to buy U.S. ag 
products sent futures surging at that 
time. Weekly export sales also showed 
an improvement in business. China’s 
rising import needs are intensifying to 
offset production lost to African swine 
fever. The disease has already cut its 
pig population by 39%, with the losses 
seeming likely to reach 50% this winter. 
The sow herd has fallen by 38%. Hog 
slaughter will likely prove seasonally 
large through autumn. Whether kill 
totals match USDA estimates around 
103% of late-2018 results remains to 
be seen. Bigger supplies usually imply 
weaker prices, but the Chinese situation 
is a major wild card.
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