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Farm Manager Focus 

Farmers Are More Confident About 
Farmland Values

Farm operators and landowners expect farmland 
values and cash rents to hold about steady in 
2020, according to the annual survey of Doane's 
colleagues at Pro Farmer and LandOwner of 
their members and subscribers. The 2019 survey 
found a modest amount of optimism and reduced 
pessimism about the year ahead. 

The fall survey found 55% of respondents expect 
land values will remain unchanged in 2020. 
That’s up from 48% in 2018. Only 34% expect 
land values to decline in 2020, down from 48% 
in last year’s survey. The survey found 45% of 
respondents said they would be in the market to 
buy farmland in 2020, up from 43% in 2018 and 
9 points above 2017’s low of 36%. Meanwhile, 
the percentage of those saying they will be in the 
market to sell next year has dropped by almost 
half — to 6% compared with 11% in 2018. This 
level of response matches the mark last seen in 
2014. 

Some 66% of respondents expect cash rents in 
their area to remain unchanged for 2020. That’s 
up from 54% in 2018. The survey found only 8% 
expected cash rents to rise next year, with 7% of 
respondents looking for a rise of less than 10%. 
The percentage of respondents anticipating cash 
rents to remain stable next year is at its highest 
level in six years. 

The percentage looking for cash rents to decline 
reached its lowest in the six years of the survey 
at 26%, with 21% anticipating a decrease of less 
than 10% and 5% looking for a decline of 10% 
or more. This compares to 42% anticipating a 
decline in 2018, 53% in 2017, 74% in 2016, 73% 
in 2015 and 67% in 2014.

The decrease in expectations reflects the reality 
that cash rents have declined in recent years. It 
also suggests the market may be near equilibri-
um. A modest 4% of respondents say they “abso-
lutely will walk away from a lease if the rental rate 
is not lowered.” This compares to 7% in 2018, 9% 
in 2017, 14% in 2016 and 12% in 2015. 

On December 12, President Donald Trump announced a Phase 1 
trade agreement had been reached in principle. Chinese media and 
officials later confirmed the deal. It includes the U.S. reducing some 
existing tariffs on Chinese goods and canceling new levies set to take 
effect on December 15 as part of a deal to boost Chinese purchases 
of U.S. farm goods and obtain other concessions. The following 
weekend Chinese officials also backed away from promised new 
tariffs on $156 billion in U.S. goods announced in late August. The 
text of the agreement has not been finished, and it is unclear whether 
China has agreed to all of the details included in the plan.

“We will not be doing USMCA in the Senate between now and the 
end of next week,” Senate Majority Leader Mitch McConnell (R-Ky.) 
said in mid-December. “That will have to come up in all likelihood 
right after the (impeachment) trial is finished in the Senate.” The Sen-
ate's USMCA punt followed House Democrats' announcing they had 
reached a deal on the trade pact and would likely vote on the U.S.-
Mexico-Canada Agreement (USMCA) before Congress recesses 
for the holidays. The best evidence USMCA will be approved: both 
political parties are taking credit for it.

The EPA will finalize its plan for 2020 biofuel and 2021 biodiesel 
levels under the Renewable Fuel Standard (RFS) in line with the 
September agreement between President Donald Trump and biofuel 
backers and corn producers, Senator Chuck Grassley (R-Iowa) told 
reporters in mid-December. Grassley indicated he had been assured 
about the mandates when he spoke with Office of Management 
and Budget (OMB) Acting Director Russell Vought, and he also had 
conversations recently with White House economic adviser Larry 
Kudlow, who has been formulating the plan under a directive from 
President Trump.

According to the annual survey conducted in November by Iowa 
State University, the value of an acre of Iowa farmland in 2019 was 
$7,432, up 2.3% from the previous year. This was only the second 
time in six years the value of Iowa farmland increased. Favorable 
interest rates, strong yields and limited land supplies available for 
sale helped increase Iowa’s farmland values, according to Dr. Wen-
dong Zhang, with the Center for Agricultural and Rural Development 
(CARD) at Iowa State and the leading researcher of the annual Iowa 
Land Value Survey.

USDA Secretary Sonny Perdue announced USDA is opened 
signup for the Conservation Reserve Program (CRP) on Dec. 9. The 
deadline for producers to sign up for general CRP is Feb. 28, 2020. 
Signup for continuous CRP is ongoing. At the end of October, there 
were nearly 22 million acres enrolled in CRP, including contracts that 
were to expire Sept. 30 but were given a one-year extension. Under 
the 2018 Farm Bill, the CRP acreage cap is increased from the cur-
rent 24 million acres in FY 2019 and eventually, to 27 million in FY 
2023. 

President Trump was set to sign a U.S./Japan deal proclamation 
before Christmas. Japan’s legislature approved an ag- and digital-fo-
cused trade deal with the U.S., clearing the way for President Trump 
to sign an implementation proclamation. U.S. Trade Representative 
Robert Lighthizer confirmed the date for the presidential signing. The 
measure will improve U.S. access to Japan’s markets, particularly for 
U.S. beef and pork, which have been losing ground to competitors.
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CORN
In its December Supply/Demand 
(WASDE) report, the USDA made 
no changes to the supply or demand 
side of its 2019-20 U.S. balance sheet 
for corn, keeping projected ending 
stocks at 1.91 billion bushels. Traders 
anticipated a 9-million-bu. increase 
in ending stocks on an expected cut 
to exports. But USDA opted to keep 
its export forecast at 1.85 billion bu. 
for at least another month, despite the 
autumn pace tracking well behind the 
rate needed to hit that mark. In fact, 
export sales were running close to 50% 
behind the seasonal norm this autumn. 
The USDA cut global corn ending 
stocks without China by 1.17 million 
tonnes to 99.49 million, the least since 
2012-13. Global stocks-to-use at 7.7% 
are the smallest since 1983-84. Ethanol 
industry activity has also improved 
steadily in recent weeks. These 
supportive developments seemingly 
laid the groundwork for a bullish 
futures response to news of the Phase 
1 U.S.-China trade deal, although the 
agreement reportedly won’t be signed 
until early 2020. 

SORGHUM                               
The USDA left its sorghum supply and 
use forecasts unchanged in December. 
Ending stocks are seen tightening to 
51 million bushels in 2019/20 from 
64 million in 2018/19, which under-
pins the USDA forecast for higher 
cash prices at an average of $3.40 per 
bushel; that’s up from $3.26 last year. 
The mid-December trade agreement 
may signal a resumption of China’s 
previously strong appetite for sorghum. 
In late November, export sales totaled 
959,600 tonnes, far greater than last 
year at 435,700 tonnes. Of those, China 
had bought 251,000 tonnes and may 
have bought additional sorghum among 
442,000 tonnes sold to unidentified 
customers. China bought 8.3 million 
tonnes or over 325 million bushels in 
2014/15. Even a modest rise in Chi-
nese buying could greatly tighten the 
sorghum situation.

SOYBEANS
The USDA left its December soybean 
ending-stocks forecast at 475 million 
bushels unchanged from November. 
Indeed, it made no changes to the 
supply or demand sides of the 2019-20 
balance sheet. Traders anticipated little 
change in projected ending stocks, so 
the report had little effect upon prices. 
The global soybean ending stocks 
forecast without China was trimmed 
30,000 tonnes from November to 76.23 
million, which put the latest total up 
just 400,000 tonnes from two years ago, 
meaning it took only one year to correct 
the global soybean supply glut from the 

2018-19 marketing year. Dry weather 
delayed Brazilian plantings in the third 
quarter, but their early-2020 harvest 
is expected to be very large once 
again. The Argentine situation is also 
proving supportive, with uncooperative 
weather and the transition back to a 
more socialist government implying 
increased taxes on its soybean and 
product exports. Also, the forthcoming 
trade deal will very likely improve the 
U.S. soy situation.

WHEAT 
Projected U.S. wheat ending stocks 
for the 2019/20 crop year were cut 
40 million bushels to 974 million in 
the December WASDE. This would 
be the first time under the 1-billion-
bu. threshold since carry-out pushed 
above that level in 2016-17. On the 
supply side of the balance sheet, USDA 
trimmed imports by 15 million to 105 
million bushels. On the demand side, 
USDA raised the export forecast by 
25 million to 975 million bushels. 
U.S. wheat is not competitive with 
grain from the Black Sea region, but 
it is competing very well with high-
quality grain available from Canada 
and Australia. Australia reducing its 
production estimate for a third straight 
year is also supportive. However, 
having wheat mentioned as possibly 
being included in Chinese buying, as 
part of the trade deal, triggered the 
bullish breakout. The strong futures 
response seemingly presaged sustained 
gains into early 2020.

FEEDER CATTLE
As expected, the late-autumn strength 
exhibited by the live cattle market 
spilled over into feeder cattle values as 
well. And while the big mid-December 
surge didn’t push yearling quotes to 
fresh fall highs, the move indicated the 
potential for significant follow-through 
gains. Of course, premiums in fed cattle 
futures encourage feedyard managers 
to buy replacement animals, so fourth-
quarter placement rates promise to 
be quite large. However, the grain 
and soy strength stemming from the 
announcement of a U.S.-China trade 
deal implied a commensurate rise in 
feed costs and potentially diminished 
yearling demand. Nevertheless, after 
the spread had dipped to seven-month 
lows in late November, nearby feeder 
futures were outstripping fed cattle in 
December.

CATTLE
Cash cattle prices surged to the $119/
cwt area around Thanksgiving and 
remained around that level through 
mid-December. This jump at least 
partially reflected renewed buying 
from Tyson’s Holcomb, Kansas, 

packing plant shuttered by an August 
fire. It began operating slowly, but 
is ramping up to full production in 
early January. Thus, the industry has 
essentially recovered from the fire. 
Seasonal placement and marketing 
patterns, along with wintry weather, 
will likely lead to annual cattle and beef 
production lows in the February-March 
period. That also accounts for the 
historical pattern of peaking prices in 
late winter and/or early spring. Futures 
built upon moderate premiums over 
spot quotes in mid-December, thereby 
reflecting considerable optimism about 
the early-2020 price outlook. Doane 
harbors some concerns, but those 
pertain to mid-2020 price prospects.

DAIRY
Strong domestic cheese demand 
powered big gains in cheese and milk 
prices through the autumn months 
of 2019. That buying was largely 
seasonal in nature, with processors 
and grocers building supplies for the 
year-end holiday season. However, 
that demand apparently dwindled 
after Thanksgiving, which then 
triggered a big price reversal. For 
example, after the November Class 
III contract expired at $20.36/cwt. in 
early December, the nearby December 
future slumped to the $19.40 area and 
the January contract tested the $17.00 
level by midmonth. The butter market 
didn’t help the overall dairy situation, 
as indicated by wholesale quotes below 
$2.00/pound for the first time since 
2016. Seasonal weakness seems likely 
to depress dairy values through early 
2020, but limited production gains 
should limit losses. 

HOGS
After having proven consistently weak 
through much of fall, the CME lean 
hog index seemed to reach a seasonal 
low at $57.35/cwt. on November 29. 
The timing of that apparent bottom was 
unusual, since cash hog values often do 
so in early November or late December. 
Much depends upon the normal ham 
price breakdown occurring after 
grocers finish buying for Christmas 
dinner entrees in mid-December. The 
drop seemed likely to be muted by 
strong export purchases from Mexico 
and China, but that wasn’t ensured 
either. More worrisome were late-fall 
slaughter rates averaging 6.7% over 
year-ago totals, whereas the USDA’s 
September Hogs & Pigs report implied 
numbers would run just 2% over 
comparable 2018 results. This suggests 
larger supplies and weaker prices in 
early 2020, but the trade deal could 
spur a big surge in Chinese buying. 
Futures traders are trying to balance 
these forces. 
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