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PRICING THE 1975 CORN CROP

I{HEN AND HOW T0 PRICE THIS YEAR'S CORN CROP are not easy decisions. During thethird
week in August when the Chicago Decenber futures contract was at $3.25 and elevator
bids for No.2 corn for harvest-time delivery were $2.90 and better, there was much

evidence that the narket was overreacting to Russian buying and that new corn should

be priced. Now, after the sharp break in corn prices, a further cut in the Sovietrs
1975 grain production to 175 nil.lion metric tons, and the USDAIs estimate that world

carryover stocks of grains will not recover appreciably in 1975-76, a reappraisal is
in order.

Russra 'S NEED9 AND ExPoRfs. Russiars purchases of all grains as of August 17

were reported to be 15 nillion metric tons, about 9 nillion of wheat and 6 million
of feed grains. Another l0 to 15 rnillion metric tons--the equivalent of 570 to 550

nillion bushels of corn--would be needed to fill their reported crop shortfall (fron
205 to 175 million netric tons). Although Russia may not attempt to fill this gaD

with inports, its existence will Partially offset our own weak denand for live-
stock feed.

u.s. FEED DEIIAND FOR GRtrM rrEex. The weakness in the corn market arises frorn

the low level of livestock denand for feed grains in the United States. This narket

nomally uses about 3-l/2 bushels of corn for every one exported' However, in 1974-

75 the use of corn in feed was only 3,3 billion bushels as conpared with 4.2 billion
in L973-74, a reduction of 23 percent, Unprofitable returns started cuts inhogPro-
duction in 1971 and in cattle feeding in 1973, but the snall 1974 crops and high
grain prices reduced both the nurnber of livestock being fed and feeding rates to the

lowest level in years.

How quickly and how much livestock feeding recovers will be the imPortant fac-

tor in plices of corn and other feed grains in the spring and sunner of 1976. The

USDA is projecting the use of corn for feed at 3.5 to 3.8 billion bushels, compared

to 3.3 billion in 1974-75. This soo-million bushel increase is an important varia-
ble in the price for corn.

cARRYovER STocKs lo rrvcREasE. Another restraining force is the prospective

buildup of carryover stocks during 1975-76, Evenwith exports of l.5biltion bushels
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and a moderate increase in feed use to 5.6 bil
on October l, 1976, nould be neatly 600 nill
figure. Also, the carryover stocks of other
increase. l{heat stocks are expected to
els (8.7 to 13.6 nillion netric tons) and s
mi I lion metric tons.

Although these stocks will constitute
tence in the U.S. will nodelate grain prices
ing harvest, but could recover noderately wi
selling by farners.
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