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The U.S. Dollar and Crude Oil Are      
Influencing Crop Prices

The recent rallies in grain futures imply harvest 
lows are in place for corn, soybeans and wheat. 
However, there are two other important markets, 
those for the U.S. dollar and crude oil, suggest 
fourth-quarter price uptrends in grain futures may 
not be sustained.
The U.S. dollar index (USDX) is a good gauge of 
the health of the U.S. economy, especially when 
compared to other major economies of the world. 
It recently hit a 29-month high as the greenback’s 
main world rival, the Euro currency, continues to 
depreciate. Both fundamental and technical fac-
tors suggest the dollar will continue rising. But the 
rising dollar is making U.S. agricultural exports 
more expensive to purchase in non-U.S. curren-
cy. Most major commodities on the world markets 
are mainly priced in U.S. dollars. Thus, continued 
dollar gains could make deter U.S. grain exports 
at time in which global demand for American 
grain has already been tepid.
Nymex crude oil futures surged from around 
$55.00 per barrel to a high of $63.38 in mid-
September following an attack on Saudi Arabian 
oil installations that sidelined about 5% of the 
world’s oil production. But the rally soon fizzled 
in reaction to reports the Saudis were quickly re-
pairing the damage. Nymex crude oil prices had 
fallen to $53.50 area in early October. 
Persistently flat-to-weak crude oil prices into 
the end of the year might then act as a bearish 
influence over the grain markets. The crude oil 
market is arguably the leader of the raw com-
modity sector, so its price direction generally pulls 
other commodity markets in the same direction 
and/or tends to limit counter-trend type moves in 
other commodities.
Technical analysis of crude oil futures suggests 
sideways, choppy action between short-term 
support and resistance levels into the end of the 
year, or beyond. A major geopolitical flare-up 
in the Middle East and/or attacks on Iranian or 
Saudi facilities could prompt another price spike. 
A choppy trading range for oil would mitigate any 
significant price impact crude would have on the 
grain markets.

On October 11, the U.S. and China announced Phase 1 of a 
trade deal was complete; it just needed to be written over the next 
three to five weeks. While China got President Donald Trump to 
postpone slated Oct. 15 tariffs on $250 billion of Chinese products 
(there was still no decision on the new Dec. 15 tariffs), the U.S. 
garnered a big Chinese shopping list of $40 billion to $50 billion of 
U.S. farm products in the coming months. Some intellectual property 
and financial services language were part of Phase 1, along with 
foreign exchange matters, with “structural ag issues” also agreed to 
concerning sanitary and phytosanitary and other issues, including 
biotech products from the United States. Progress was made on the 
most important topic, enforcement, with final features of the complex 
topic slated for talks ahead in China, likely before a November meet-
ing when Trump and Chinese Leader Xi Jinping could officially sign 
Phase 1 and work begins on at least one if not two more phases. 

The EPA and USDA revealed in early October a new agreement 
on the Renewable Fuel Standard. In the announcement, they said 
that the EPA will propose and request public comment on expanding 
biofuel requirements beginning in 2020. Building on the President’s 
earlier decision to allow year-round sales of E15, EPA will initiate a 
rulemaking process to streamline labeling and remove other barriers 
to the sale of E15. EPA will seek comment on actions to ensure that 
more than 15 billion gallons of conventional ethanol be blended into 
the nation’s fuel supply beginning in 2020,

The U.S. and Japan on October 7 signed a limited trade deal 
intended to boost markets for American farmers and give Tokyo as-
surances, for now, that Trump won’t impose tariffs on auto imports. 
The deals on agriculture and digital trade cover about $55 billion 
worth of commerce between the world’s largest- and third-biggest 
economies. The accord is a “game changer for our farmers” and 
ranchers, Trump said at the event. But the agreement in large part 
mostly echoes what would have been in place via the Trans-Pacific 
Partnership (TPP) that Trump pulled out of his third day in office.

Odds are rising that Congress, yet this calendar year, will 
consider voting on the U.S.-Mexico-Canada Agreement (USMCA). 
House Ways and Means Chairman Richard Neal (D-Mass.) also 
leads a group of Democrats working on key concerns about USMCA 
with the Trump administration. He, his staff and U.S. Trade Repre-
sentative Robert Lighthizer will be working through the two-week 
recess on the latest proposals for ratification.

China’s September pig herd was down 41.1% from year-ago, the 
country’s ag ministry reported on October 14, as African swine fever 
(ASF) has wiped out millions of animals. The number of sows was 
down 38.9% from year-ago in September. The losses have almost 
surely topped official estimates and even greater declines are likely 
through late 2019 and in the first half of 2020. South Korea has also 
been suffering outbreaks along the DMZ and is taking aggressive 
action to limit its spread. North Korea is mum on the topic, but is al-
most surely suffering a major outbreak. The disease is also spread-
ing in Eastern Europe and former Soviet Union. Soaring Chinese 
pork prices are spurring its imports and boosting prices globally.
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CORN
The USDA revised its estimates of 
corn planted and harvested acres in 
its October 10 Crop Production and 
WASDE reports. The new corn planting 
figure is 89.942 million, down slightly 
from September, with the harvested 
acreage forecast falling from 82.017 
million to 81.815 million acres. The 
average yield is now projected at 168.4 
bushels per acre, with the bottom-
line result being a revised production 
forecast at 13.779 billion bushels. That 
marked a 20 million bushel reduction 
from September, but it easily topped 
expectations. However, the October 
11-13 storm over the northern Plains 
potentially reduced the harvest potential 
and supported prices. Nearby futures 
rose to their highest levels in nine 
weeks, then paused amid improved 
weather for U.S. harvesting. News 
of a partial U.S.-China trade deal 
also boosted the market, since both 
domestic and export demand for U.S. 
corn have disappointed lately. The corn 
market really needs to see a resurgence 
in ethanol production to boost domestic 
usage.

SORGHUM                               
The 2019 sorghum crop is expected 
to reach 349 million bushels, falling 
slightly below respective 2017 and 
2018 totals at 362 million and 365 mil-
lion bushels. A 6.8% dip in harvested 
acres is expected to be largely offset 
by a 2.5% rise in the national yield, 
now at 73.9 bushels per acre. But the 
2018/19 U.S. sorghum carry-out at 
63.7 million bushels, the largest since 
2005/06, will boost 2019/20 supplies 
well above those of recent years. Last 
year’s exports totaled just 93 million 
bushels, down over 50% from 2017/18. 
USDA expects a modest recovery for 
sorghum demand in 2019/20 at 360 
million bushel. Nonetheless, unless and 
until China resumes large sorghum im-
ports, there is only so far that feed and 
industrial use can go to offset burden-
some supplies. Whether the October 11 
announcement of a partial U.S.-China  
trade deal will spur Chinese buying and 
boost prices is open to question.

SOYBEANS
USDA revised its estimate spring 
soybean plantings to 76.457 million, 
down 243,000 acres from September, 
while the harvested acreage forecast 
at 75.626 million acres was trimmed 
by 240,000. USDA stated the national 
soybean yield at 46.9 bushels per 
acre, down 1.0 bushel from the prior 
projection. The production forecast 
dropped to 3.550 billion bushels. That 
change, along with reduced carry-in 
and shifts in usage, netted out to a 
2019/20 carry-out forecast of just 640 

million bushels. Futures had rallied 
into the release and continued rising in 
response to talk of a partial U.S.-China 
trade deal. However, a White House 
advisor said the Chinese farm purchase 
commitments indicated as a part of 
the deal depend on private companies 
and market conditions and are not 
guaranteed. As with corn, the soybean 
market needs consistently strong 
demand news to sustain gains. The 
market’s ability to top the $10.00 per 
bushel level is very much in question.

WHEAT 
The USDA’s October WASDE 
incorporated the agency’s 2019 crop 
estimates from the September 30th 
Small Grains Report, along with a 
minor upward revision to carry-in 
supplies on revised June 1 stocks. The 
higher carry-in boosted supplies 8 
million bushels while the production 
change lowered the harvest estimate 
18 million bushels to 1.962 billion. 
The production total will be subject to 
revision in the wake of the mid-October 
winter storm, since it inundated a 
sizable area of unharvested spring 
wheat with snow. Futures reacted 
poorly to the reports, due in part to 
the bearish influence of falling corn 
prices, but rebounded strongly on 
October 11, as the winter storm hit the 
Dakotas. Potential weather issues in the 
U.S., Canada, Australia and Argentina 
could provide sustained support. 
Having the Australian harvest fall for 
a third straight year looks particularly 
supportive. Events that make U.S. grain 
more competitive on the global market 
are virtually required to boost U.S. 
prices.

FEEDER CATTLE
The northern Plains were hit by a 
big snowstorm over the weekend 
of October 11-13, with portions of 
North Dakota receiving over two feet 
of snow and areas of South Dakota 
and Minnesota getting 4-6 inches. 
Blizzard conditions prevailed in a few 
spots. The cold, wet weather almost 
surely stressed many cattle in that 
region, especially with comparatively 
warm early-fall temperatures giving 
them little chance to adapt to the 
cold. This suggests the supply of fed 
cattle, particularly that of feeder cattle 
and calves in that area, will be at 
least temporarily depressed. Having 
the sunspot cycle at its lowest level 
in decades might also be seen as a 
harbinger of another harsh winter. This 
suggests tough times for ranchers, 
although prices for young stuff may rise 
accordingly.

CATTLE
Market-ready fed cattle supplies remain 

extremely tight, as indicated by steer 
weights well below the five-year 
average and the spread between choice- 
and select-grade beef rising to the $27/
cwt area. In mid-October, cattle futures 
extended their six-week-old rally to the 
highest price since July, as rising beef 
prices supported the rally in packer 
bids. Futures have reached levels last 
seen prior to the fire at the Tyson plant 
in Kansas, signaling the industry has 
adjusted production to match robust 
demand. Futures funds are building 
net-long positions after having been net 
short in late summer. Fall-winter price 
prospects seem quite favorable, with 
the post-fire breakdown discouraging 
feedlot placements and the global pork 
shortage amplifying beef demand.

DAIRY
The global dairy situation remains 
rather tight, with production from 
major competitors in the EU and 
New Zealand falling short of prior 
expectations. Australia’s drought 
is cutting output from that country. 
Persistently improving U.S. dairy 
efficiency is pushing domestic supplies 
upward despite diminished herd sizes. 
Strong cheese production is being 
met by surging pre-holiday demand, 
whereas relatively low international 
butter prices are depressing that 
market. The dairy outlook still seems 
promising, especially when recent 
Class III prices around $18.50/cwt are 
compared to early 2019 quotes under 
$14.00. Although the September Milk 
Production report indicated the national 
herd had fallen to a 30-month low at 
8.318 million head, producers seem 
likely to start rebuilding cow numbers 
this fall.

HOGS
China’s hog population has reportedly 
fallen over 40% below the comparable 
year-ago level, with many market 
observers now predicting losses 
of 50%-55% in the months ahead. 
Surging Chinese buying of U.S. pork 
may balloon further in the wake of 
the partial U.S.-China trade deal. 
Futures consolidated in mid-October, 
waiting upon sustained cash strength 
to justify premiums built into the 
winter contracts. Those clearly reflect 
widespread anticipation of rampant 
Chinese purchases to cap that country’s 
rapidly rising pork prices. U.S. pork 
looks very attractive, even with sizable 
tariffs, relative to record Chinese prices. 
The domestic market must record 
supplies and the usual seasonal surge 
in the fourth quarter, but the September 
Hogs & Pigs report implied a slowing 
of the ongoing herd expansion in 2020.
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