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NEW CROP CORN AND SOYBEAN PRICES - TOO LOW, TOO EARLY?

D€cembor 1997 com lirtules e$ablished a contracl high of $3.10 on August 13, 1996; declined to
$2.57 on January 9, 1997; rallied to $2.98 on March 20; and traded to about $2.56 on May 23. The
recent decline has reflected prospects for adequate carryover stocks at the end of the cun€nt
marteting yeer and prospocts ,or above-tr€nd yields in 1997 due to the 6arly planting of th€ crop.
As d May 18, an estimat€d 88 p€rcsnt of the crop had been planted. Planting progr€ss hes be6n
compsrable to the rapid pacs of the mid-1980s and in '1992.

For soybeans, early planted crops since 1979 includ€ 1980, 1985, 1986, 1987, 1988, 1992, end
1994. R6cord high U.S. average yields were achieved in 1985, 199'1, and 1994. Above trend
yields wer€ also achieved in 198€i ancl 1987. Very low yields resulled from poor weather in 1980
and 1988.

Novemb€r 1997 soybean frJturB traded b€lo\r $6.50 on November 12, 1996; established a contract
high of $7.50 on March 10, 1997; dedined to S6.81 on April 18, 1997; re@vered to $7.14 m May
12; and traded as low as $6.755 on May 23. The recent price decline reflecls a slo\,v down in the
rate of consumption of 1996 crop soybeans and timely planting of the 1997 crop. Weekly
consumption of soybeans has declined to about 29 million bushels, below the average ratc of 31
million that can be accommodated by available supplies. As of May 18, an ostimatsd 46 perc€nt
of the I 997 crop had been planted. Planting progress hes been the most rapid since 1987 and
1988.

ln gen€ral, early planting has b€en associated with high avorage yields, although exceptions have
certainly occuned. ln the 18 yeaEi from 1979 through 1996, com planting exceeded 85 percent
by th6 third week of May in six years - 1980, 1985, 1986, 1987, 1988, and 1992. Th€ U.S.
average yield €stablished a new record high level in four of those years - 1985, 1986, 1987, and
1992. Otheryears of relawely early planting (1982, 1989, 1990, and 1994) also had record or near
record yields.

ln 1980 and 1988, th€ U.S. average yields were well below trend due to adverse growing soasons.
ln1980,hotweatherinthecritical partofthegro,vingseasonreducodyieldssignificantly. |n1988,
yields uere afieded by hot, dry urcather early in the growirp season. Precipitation in late June and
July prevented the crop from being a complete disester.
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While the track r€cord of early plenting resulting in high yiolds is fairly strong, some wonder if the
com and soyb€an markets ar€ r€adirE too quiddy this y€ar. Several faciors suggest that no , crop
pricos need to retain som€ \yeather premiums'. First, world inventori€s of all major croP
comrnodths r€main low and demand for agriaJltural commodities appears to be continuing to grow.

The 1997 crops need to be large to accommodate the grolvth at 'reasonable' prices. Second,
while th€ corn and soyb€an crops have been plant€d very early, plant growth has be€n delayed by
belo / normal temperatureg in many areas. Comparisons can be made to provious years of eerly
planting and high average yields onca the USDA starls releesing additional crop progrsss data
(plant height, etc.). Third, weather'scares' oflen occur, even in years of high average yields.
November soybean futures, for example, ostablished contracl highs in June of 1987, '1992, and
1994. D@mber com futures establish€d higm in June 1987 and 1994 and in July 1979. Finally,
the most oitical part of the groring seeson is still to come.

One of the difficulties in assessing the level of 1^r6ather premium' that exists is d€termining the
velue d the crops under the sconario of large production. The USDA'S World Agricultural Outlook
Board has made initial projeclions of th€ 1997-98 season's average price of com and soyb€8ns
under the scenario of large crops and increases in year€nding carryover stocks. For com, the
average price is expecled to fall in a range ol $2.25 to $2.65. The average soybean price is
proiecf€d h a rango of $5.50 to S7.00. Bas6d on closing tutures prices on May 23, the market is
reflecting a s€asons av€ftUe of about 02.45 for the com crop and about $6.60 for the soybean
qop. The corn priced is equal to th€ mid-point of the USDA's pojection, while the soybean price
is about $.35 above the midpoint of the USDA projeciion.

The r€cent dedine in nelv crop com prices appears lo be sufficient to accommodate e large crop.
Further declines in new crop soybean prices may occur if old crop pricos continue to decline and
th€ narvly danted crop makes good progr€ss. November futues at $6.50 would be consistent with
the midpoint ot the USDA'S price projeclion for the year.

O^^r!- X*e
lssued by Danel Good
Extension Economist
Univerci$ of lllinois

CES Ncwslcttcr Service
University of Illinois

at Urbana-Champaign
69 Mumford Hall
l30l West Grcgory Drive
Urbana IL 61801

FIRST CLASS


	92-97



