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CORN PRICE PROSPECTS

TltE PRICE DRoP. Fron the beginning of the moratoriual on grain sales to Russia in
mid-August and until late october, Illinois farners have watched corn prices drop

from about $5 to around $2.25 a bushel. At the saDe tine, estinetes of this yearrs
U.S. corn production went down by about 100 million bushels, and Russia's grain
production estinate dropped from 180 rnillion metrie tons to a critical low of 160

million, Moreover, econonic indicators in the U.6. nere shotring definite signs of
a business recovery for 1976. Based on these facts, nany faroers expect coral prices
to recover to the $3 level rchen the harvest glut is over.

THE PRICE RECOVERY. Corn prices trill recover after the harvest surplus finds a

hone, but possibly not to the August highs. The first recovery will c,one in a aar-
rowing of the 50- to 60-cents a bushel basis betreen the Chicago-March futurss
contract and bids to farmers. This gain will be 20 to 50 cents a bushel, and could

come soon. The timing of further gains in the basis is less certain, but they will cone.

If corn futures stay at current levels, that is, the l,larch cootract at $2.85
to $2.90 and the May at $2,90 to $2.9S, elevator bids to farners for No. 2 corn in
central Illinois will gain another 20 cents a bushel by May. In effect, the farner
who forward- contracts his stored corn at current prices will 8et 40 to 50 cents a

bushel for storage by planting tine.
THE UNCERTATNITES. One uncertainty is this: 'ri{ill the storer realize the storege

return if he does not foruard-pri ce?rr The ansyrer is, 'rHe will if futgres prices stay
at this level--an unlikely event.rr If futures go up, he uill have his stofage re-
turn plus a speculative return. If futures go doxn, he will lose a part of his
Potential storage return,

Trends in futures prices will be influenced by technical f3ctors in the nprkgt,
growing conditions for corn crops in Argentina and South Aflica end for wintefyheat
in the U.S. and Russia, and finally by the rates of U.S. erportF 4nd fced useg8.

The question here is not whether ue run out of corn, but how nqch will bE addgd to
carryover stocks.

coRN sUPPLy. The use of corn for feed in the U.S. is at the lowest leyel since
1964-65. Therefore, the 1975-76 corn supFly and the total feed-grsin supplyuillbe
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