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Soybean prlces In ccntral trllnolr rvcraged t5.46 dudng Nwcmbcr-32 ccnts above tlE
October average. That pattem is cusistcru witr rcccu panems, which have shown Nwember
priccs abovc October priccs in fou ofthc past six yc$s. During tlE otEr two yrcars, Novembcr
prices werc equal o October priccs orc year ard lowcr qre year. Thc incrcasc in November
pdces this year was abort cqual o thc incrcase in the prcviurs years (1982, 1985, and 1986).
The advancc in prices in 1987 was &mard bascd, rctlccting largc srlcs of soybcan meal o tlrc
Soviet Unidl What can be expedcd now?

Aggrusive processor buying of Cffimodity CrEdit Corporatim (CCC) soybeans has left
prccesson with rclatively large inventories, estimated to be equivalent to two months' cru*r
rcquircments. ftocesson may rnt bc bidding aggressively for soybeans during January when
farmer deliveries ard salcs are traditiaully heavy.

While rEar-term prospects arc not cspocially optimistic, price advances latcr in the martetiqg
year are still possible. In four ofthe past five years, prices during the spring (April, May orJune)
have been above the November averagc. Several fadors could result in a spring rally in 198t.
These factors includc production poblems in Sorth America, uncxpected expon demand,
weather problems in rtrc United StaEs, ud t€duced soybean acrtage in thc United Srates.

The last fador, U.S. soybean acrcagc, is thc focus of much industrial and CurgressisBl intercst
Some in the industry are cmcemed $at U.S. soybean produccn will not be able to plant morc
acrcage in l98E in response o morc rttactive priccs due to the dgidity of acrcage progruns
alrcady in placc. A lack of rcsponsc, it is argued, wurld €ncouragE morr rcrcagc in competing
areas of the world, rcsulting in a lms of martct sharc for thc United Strtcs.

Curgrtss is being urged !o accornmodatc the cunent siuratio,l by cfunging tlre rulcs forttre feed-
grain acrcage rcdrction program. Thrce popcals are being offered: (l) a[ow producers to
plant soybcars oo fecd-grain basc acrcs without thc loss of base for fuure programs, (2) allow
producers to plant soybeans on set-aside or divened acrcs for cuntnt programs, and (3) expand
the cu[ent acrcage rcduction program for fecd grairx by 5 percent and allow producers to plant
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SOYBEAN PRICES AND POLICY

In tfutc ofttle past fivc ycan, priccs havc bcen lowerin Dccembcrrhan in Novembcr by an aver-
age of 3 percenl Pricca wcrc uchangcdin 1982urdup2.5 perccntin 1985. Cumntcurditians
point to strblc u lowrr soybcsn priccs during Dcccmbcr ad Jrnurry. M8i)r importcrs of U.S.
soybcans and meal rll thorght to hrvc alEady purchascd thc maFrity of their requt€olcnls
lhrough February. Only surprise busincss from the Soviet Union would alter thc scasqul
pattem of declining exports. With prcpocts for rEcord crcps in Sqrth America, importers will
lmk O Bnzil and Argentina to mcet muctr of thcir 1988 spring and summer nceds.



soybeans on additiuml acreage. History suggesa that soybean acrcage respords to ecdromic
incentivcs. 1987 is an cxample. Pla ed soybc& acreage excccded inrcntions by 1.8 milliqr
acrcs due ro the spdng pricc rally. No ctunge in govcrnment programs was rcquir€d.

Cssiderable uncertainty rcmains in thc rcybean martet. Farmer marteting strategies should
still be based on sclling rallies. The spring rally was a good forward-pricing opponunity. The
November rally rcprcscnts an opommity to add !o salcs for boh tlrc 1987 ard 1988 cmps.
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In addition !o changes in the set-aside pmgram, Congress is also again considering thc issue of
a marketing loan. With martet prices well above the CCC loan rate, the merits of a marteting
loan arc rto very clcar. As pointcd otintlrc,Wc*Iy Outlook m August 5, 198?, the soybean
industry has benefircd fim a lact of dir€ct gwernment interventim in the soybean martel A
prsh oward morc gwemment involvem€nt is smlewhat surprising. Pessurc for assistarre
also invites morc control
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