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COB,III: F(rcUS ON IEED DEMANI)

Much of the recent attentlon in lhe corn tIt8rket hss locused on expon demand.
The rccovery in U,S. com exports, in fact, has been dramatic. After declining to
1.24 bilion bushels in the 1985-86 marketing year, expons rccovered to 2.(X billion
bushels last year and are projected at 2.275 bilion bushels for the cunent marketing
year. The rebound in expons has been one of the factors contributing to the decline
in the surplus of com over the past two years. The rclatively low level of com
stocks and the large level of com feeding during the first quaner of the currcnt
marketing year has created renewed interest in domestic com demand.

Afrer soaring to rccord levels in the 1986-87 and 1987-88 marketing years, domestic
feed and residual use of com was disappointing during the 1988-89 marteting year.

Use totaled 4.69 billion bushels in 1986-87 and 4.795 billion in 1987-88. Such
high levels werc never satisfactorily explained, but they werc accepted because use
was high in two consecutive yea$. The low level of feed use in the 1988-89
ma*eting year was a source of disappointment throughout the year. Even though
fivesock feeding pmfitability dropped sharply that year, com feeding was expected
to be supported by an increase in livestock numbers and lower feeding rates for
other grains and protein meal. Final figures show feed and rcsidual use for that
year of only 3.979 billion bushels, although figures during the year showed that use
was 50 million bushels less tlan that amount,

During the marketing year, estimates of feed and rcsidual use of com arc derived
ftom the USDA's quanerly Grain Stocks rcports. Those rcpons show the amount of
com in storage on December 1 , March I, JurE I, and September l . From those
figures, the amount of com used for all purposes during the prcvious quarter can be
calculated. Feed and residual use is estimated by subtracting from the total the
amount of com exponed and prccessed during the quarter.

For the fiNt quarter of the 1989-90 marketing year, feed and residual use of com
totaled 1.483 billion bushels. That figurc is nearly ll percent larger than use during
the first quaner of last year and second in size only to use during the first quaner
of the 1987-88 ma*eting year. The USDA's stock repons, however, do not
account for grain in Eansit. Some analyss argue that an unusually large amount of
com was in transit during the time of the last stocks suwey (approximately
December l) and, as a rcsult, feed use wx overestimated. Furthermorc, it is argued
that the unuslally warm weather in January and February resulted in a slowdown in
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feed use during the second qua er of the marteting year. These arguments would
suggest ftat tlrc USDA's currEnt forEca! of ferd ard rcsidual use of 4.4 billion
bushels for the entirc marketing year is too higll

Factors suggesting that ttrc USDA'S for€cas is contct--or even too low-include the
surprisingly large number of cattle plrced in feedlors this winter, larger-than-
expcctcd hog prcduction, ard very favorable livestock feeding margins. In addition,
the near-rccord level of soybean meal fecding so far this year suggests that com
feeding has be€n high as well. The ratio of soybeur meal feeding to com feeding
varies fiom year to year, depending primarily on the ratio of tlrc price of tlnse two
commodities. During the frrst six mo ta of the ma*eting ycar, tle average price
of soybean meal at Decatur, Illirnis, was 225 times the price of mm paid o
farmers in central lllinois. That pricc rario has been declining during 0rc year, and
stmd at 1.86 on March l. For the year, the ratio of soybean meal to com prices
will likely be near 2.1 to l. TtE ratio has averaged rpar Oat level in two ;f E
last five years. ln those )aars, com feeding averaged six times larger than soybean
meal feeding. Through the first five months of the 1989-9O marketing year,
soybean meal was fed at a rate that plojecls to 21.4 million tons for the year. If
com feeding is six times as large, the iotal for ttre year will be 4.59 billion bushels.

The USDA's March I Grain Sacks rEpon will be released on March 3l ard will
allow the deErmination of the level of feed and residual usc of com during ttle first
half of ttrc marteting year. Use during the first half of the year has ranged from
fi to 62 percent of the annual tolal for the past six years. The March I socks
figurc will have to be near 4.8 billion buslrels if com feeding is on track to rEach
4.6 billion bushels. Such a low stocks figurc would be very supponive for com
prices.
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