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UPDATED SUPPLY AND OEMAND PROJECTIONS

On May 10, the USDA released its fiGt estimatE of the siz€ of the 1997 winter wheat crop, ravised supply and
demand estimat€s tor the 199697 marketing year, and the first projections for the 1997-98 marketing year.
Following are highlights and implications of these estimates.

Wheat. The first estimate of the winter wh6at crop is atways difficult to interpret because of the stago of the
crop and the importance ot weather conditions during the last part of the growing season. Due to freeze
damage to parts of the hard red winter wheat crop this year, the early production estimate is even more
difiiqrlt to interpnet As of May 1, the USDA sees potental for that crop at '1.561 billion bushels, compared to
1.478 billion last year, and 1.545 billion in 1995. Compared to last year, harvested acreage is expacted to be
up 1.14 million acres and the average yield, at 38.2 bushels, is expected to be up 1 bushel per acre.

\Mlh a smaller spring wheat crop anticipated, the USDA sees production of all classes of wh€at in 1997 at
2.261 billion bushels, about 20 million smaller than the 1996 crop. The world wheat crop is expected to
dedine by about 2.8 million tons, or only about 0.5 percent. Given the large acreage and yields of 199G97,
a larger decline in '1997-98 was anticipated. Declines in most major producing areas are oftset by an expEct€d
increas€ in production in China. A 5 million ton decline in world wheat consumption is poected, leading to
another modest increase in ending stocks.

ln the case of the U.S., year ending stocks are projected at 465 million bushels on June '1, 1996 and at 557
million bushels for June 1, 1997. The season's average price is expected to be $4.35 this yoar and is
projec{ed in a range of $3.60 to $4.20 for the 1997-98 marketing year.

Cgn. The USDA made no changes in the projections for the U.S. 1996-97 crop year. Carryover stocks are
still pro,eded at 909 million bushels. Some analysts had expected an increase in the projeclion of fced and
residual use and others had anticipated a decline in the projection of industrial use. The USDA will lil€ly wait
for the Jun6 Grain Srocks report to adjust those projections.

Th6 estimated size of the '1997 coarse grain crop in China was increased by 10 million tons, or about 4
percent, although the projeclion of Chinese exports was unchanged. Th6 poection of wodd ending stocks
for the cunent marketing year was increased by 9.3 million tons.

For the 1997-98 marketing year, the USDA sees the potential for a U.S. com crop of 9.84 billion bushols, an
increasE of 547 million bushels from the sizE of the 1996 crop. Consumption is expected to increase by 590
million bushels, with increases in all three categories. Year ending stocks are poected at 1.349 billlon and
lhe seasons average price is poected in a range ot $2.25 to $2.65, down from $2.80 for the cunert year.
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World coarse grain production is expected to stabilize, with increases in lhe U.S. offset by declines in other
artas, partiqrlarly China. World consumption is expected to increase by 19 million tons, or about 2 perc€nt,
allowing for only a modest build-up in world stocks.

Taken together the pogctions for thg 1996-97 and 1997-98 marketing y€ars paint a picture of large
produclion, grorving consumption, and relatively tight world stocks. lf the large crops materialize, downward
pr€ssur€ on prices can b€ exp€cled. Any threat to the 1997-98 sops uould be expected to fuel higher prices.

Soybean3. For the 199G97 U.S. marketing year, the USDA increased the projection of imports and domestic
crush by 5 million bushels and left the carryover poeclion at 125 million bushels. Analysts had generally
expecled a decline of 5 to 10 million bushels in the canyover projec{ion.

As anticipated, the estimated size of this yea/s harvest in both Brazil and Argentina was reduced. Production
in Brazil is estimated at 974 million bushels (down 18 million from last month) and the Argentine crop is
pegged at 457 million bushels (dom 31 million). ThE South American crop, including Paraguay, is €stimated
at a record 1.525 billion bushels, 110 million bushels larger than last yea/s crop.

For tho '1997-98 marketing year, the USDA sees the potential for a record U.S. crop of 2.6 billion bushels.
That projsction is based on a f€nd yield of 38.5 bushels per acre, and a relatively large unharvested acreage
of 1.3 million acres. Exports are expected to remain large at 890 million bushels. World demand for U.S.
soybeans should remain strrong due to the shortfall in South American production, but could be tempered by
inqeases in Production of other oilseeds. The domestic crush is expecled to increase by 25 million busheli
and year ending stocks are poec{ed at 260 million bushels. The season's average price is pOecled in a
range of $5.5O to $7.00, doam from the $7.35 average seen for th6 cunent year. Near term prices will reflect
wegkly consumption figures. Combined cn sh and exports need to remain at no more than 31 million bushels
to indicato that sufficient rationing has occuned.
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